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YOUR FAMILY’S FINANCIAL 
SECURITY....
If you were to pass away, would your family’s financial 
security be assured?

If you were disabled, in an accident or suffered from a 
long term illness, are you satisfied your income would 
be protected?

If you suffered from a critical illness, are you certain 
you have sufficient savings to see you through?

If you answered no to any of these questions, you 
need to minimise your risk.

There are two ways you can do this: 

1. Save 
 
 
 
 

2. Insure

 

PERSONAL INSURANCE
The idea of personal insurance is to protect your 
family’s assets and income to ensure they have the 
ability to make the best choices. There are four main 
types of personal insurance that should be considered 
in any Risk Plan: 

1. Term life

2. Total and Permanent Disablement

3. Critical Illness

4. Income Protection

The following information discusses these types of 
*insurance products, how they fit within a Financially 
Well Organised strategy and address the issue of Risk 
Management.
 

TERM LIFE INSURANCE
A term life insurance policy will provide a lump sum 
payout if you pass away. When determining how 
much insurance you need, you should consider your 
objectives if you were to pass away, including:

• What are my financial and lifestyle wishes  
for my family?

• What amount of debt do I have and would the life 
insurance be used to clear that debt?

• What other costs do I want to cover: children’s 
education, annual family holiday, help with 
domestic duties, child care?

• Do I want my spouse to continue working or have 
the choice to work?

• What level of income does my family require to 
live comfortably?

Once you are clear on what you want to happen to 
ensure your family is financially secure, it’s a matter of 
working backwards to determine how much insurance 
you need. 

There is no simple formula as everyone’s situation is 
different.

The next question you need to ask yourself is, “Who 
should own the policy?”

There are generally two options for policy ownership:

1.  Within superannuation

2.  Outside superannuation

There are two main benefits of owning the policy 
within the superannuation environment:

• The premiums are tax deductible; and

• The proceeds from the policy (when they are paid 
out by the insurance company), will be paid tax 
free to the superannuation fund and when paid to 
your spouse or financial dependants.

A Level 15, 97 Creek Street, Brisbane QLD 4000W fwoca.com.au

If your asset base can support you or your family if 
you pass away, or become injured or ill and cannot 
work, there may be a case to say that insurance  
isn’t necessary or at least not as essential.

If you are not in this position, your financial security 
is at risk and your risk plan should include insurance.

*Prior to purchasing any insurance product, you 
should seek advice from an adviser authorised 
to provide advice under an Australian 
Financial Services Licence who will take into 
consideration your personal circumstances.
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TOTAL PERMANENT DISABILITY 
This type of personal insurance covers you if can 
no longer work and depending on your policy 
terms, could either be any occupation or your own 
occupation.

The proceeds are paid out as a lump sum. A review 
of TPD policy definitions needs to be undertaken 
to ensure the policy payout definitions match your 
expectations and circumstances.

For example, if you can no longer work in your chosen 
career, but can still work in another job, the policy 
definition may not trigger the payout of the policy.

Therefore some of the issues that need to be 
considered include:

• What entity to own it in: super or personally?

• How much do I need?

There are some other traps to be careful of with TPD, 
when the policy is owned within a superannuation fund:

• Assuming that you are insured and can access 
your superannuation benefits, there may be 
additional tax payable on any withdrawal from 
the superannuation fund.

• A fund can only pay benefits to members when 
certain events occur. When a member is under 
their preservation age (the age when a person can 
access their super, which is between 55 and 60, 
depending on when they were born) the trigger 
event can be total and permanent disablement. The 
type of payment from the fund is called an “invalidity 
payment”.  
 
When a fund pays out an invalidity payment a 
formula is applied based on the age of the person 
compared to age 65. Depending on the gap, a 
significant amount of the policy proceeds may be 
taxable in the hands of the recipient at between 
17% and 47%. Alternatively, if the policy is owned 
outside of superannuation, the proceeds will be 
100% tax free.

 
 
 
 
 
 
 

CRITICAL ILLNESS INSURANCE
This type of personal insurance provides you with 
a lump sum payout in the event of critical illness. 
Examples of critical illness include heart attack, stroke, 
cancer and other major traumas.

Your income should be covered by your income 
protection policy, provided you have an income 
protection policy but this will not cover everything. 
Sometimes there can be significant out of pocket 
medical expenses, depending on the condition you 
have suffered, or you may need to release some 
financial burden by paying out loans or needing 
additional care. 

Critical illness cover is designed to assist you in these 
times. However, there is no tax deductibility for critical 
illness insurance.

INCOME PROTECTION INSURANCE
Income protection or accident and sickness insurance 
provides you with 70-75% of your income - paid to 
you on an ongoing basis and usually up to the age of 
65 - if you are ill and cannot go back to work.

Some of the traps to be aware of when taking out 
your policy are:

• What is the amount of cover? It will be 70-75% 
of your income at that time, determined in 
accordance with policy definitions. If your income 
grows, you may need to review and increase your 
policy cover so it supports your higher income.

• What are the waiting periods? Usually 30 or 90 
days. The longer the waiting period, the cheaper 
the premium. However, the purpose of income 
protection insurance is to partially replace your 
income while you are ill. If you have a 90 day 
waiting period but only have enough savings 
or entitlements to cover 30 days, you may find 
yourself without any income for two months 
before the policy payout starts.

• Income protection insurance is tax deductible. 
When you take into consideration the tax savings, 
income protection insurance becomes even more 
affordable. You need to make sure that the correct 
owner is the owner of the policy for the payment 
to be tax deductible.
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TIPS FOR YOUR RISK 
MANAGEMENT PLAN:

• There are two ways to minimise risk in the event 
of death, illness or injury - save or insure.

• Term Life insurance provides a payout on your 
death. It is often used to provide a capital sum 
to clear debts and leave enough capital for the 
survivors to generate an income.

• Total and Permanent Disablement (TPD) insurance 
provides a lump sum when something happens to 
you that will prevent you from working again. You 
need to consider whether the policy should be held 
in superannuation and ensure you are clear on the 
definitions within the policy that trigger a payout.

• Critical Illness insurance provides a lump sum 
when a significant illness or event occurs, where it 
is likely that you are able to go back to work, but 
not for a period of time. 

• Income Protection insurance provides you with 
70-75% of your income as a regular income 
replacement. Care must be taken to ensure 
that the correct amount of cover aligns to your 
personal income situation with the appropriate 
waiting periods.

• Prior to purchasing an insurance product you 
should seek advice from a licensed insurance 
advisor that takes into consideration your 
personal situation and circumstances. This must 
be reviewed in line with your overall Financially 
Well Organised strategy. 

 

 
Call FWO Financial Services today on  

(07) 3833 3999 or email info@fwoca.com.au 
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Become Financially 
Well Organised

FWO Financial Services Pty Ltd ABN 31 121 576 412 is a Corporate Authorised Representative 307410 
of The Advice Exchange Pty Ltd ABN 55 107 629 194 AFSL/ACL 278937.

Liability limited by a scheme approved under Professional Standards Legislation.

Disclaimer: This document has been prepared for general information and does not take into account the objectives, financial situation and particular needs of any particular person. 
Recipients of this document should seek professional advice to confirm that the products or strategies mentioned are appropriate in the light of their particular needs, objectives and financial 
circumstances prior to acting upon any information contained in the document.

While reasonable care has been exercised and the statements contained herein are based on information believed to be accurate and reliable, neither The Advice Exchange nor its directors, 
employees, agents or Authorised Representatives shall be liable (unless otherwise required by law) for any loss or damage suffered or caused to any person or corporation resulting from or 
contributed to by any error or omission from such statements including any loss or damage caused by any fault or negligence on the part of The Advice Exchange or otherwise.
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