
 

 

 

 

 

 
 
 
 
 
 

 
 
 
 

 
 
Anybody who relies on an income can have their investment 
plans and their lifestyles derailed by an unexpected absence 
from work. Income protection insurance can help to cover 
against such damage by providing cash flow during a 
prolonged period of illness or injury. 
 
In its most basic form, an income protection insurance policy 
can help you to receive a percentage of your income for an 
agreed time period in the event that you must stop work or 
you can only work in a reduced capacity due to injury or 
illness. 
 
The income percentage covered in a typical policy is up to 
75%. The agreed time period of benefit payments can vary 
broadly. A benefit period can be chosen of two years, five 
years, to age 60 or age 65. 
 
The ‘waiting period’ before benefits begin – commonly 30 days 
to 90 days – can also be chosen in order to customise the 
cover and the premium. This means that if a person has a 
certain amount of annual leave or sick leave accrued, they 
may decide to reduce premiums by delaying insurance 
payouts until those other sources of income have run their 
course. 
 

Premiums are generally tax deductible which make it 
beneficial to hold the policy in the individuals name but many 
super funds also offer income protection insurance. 
Importantly, speak with your financial adviser, to ensure your 
insurance suits your needs, and to determine whether it is 
more appropriate to be set up within or outside 
superannuation. 
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How does income protection insurance  
work and what is its value? 

Case study  

 
Wendy is a single mother who works in an office. Her 
income is important for paying her mortgage, supporting 
her young son and investing for the future. After a discussion 
with her financial adviser she decides she would like the 
maximum income protection cover the chosen policy offers – 
75% of her current income until the age of 65. Her adviser 
recommends, in order to keep her premiums lower, that she 
investigates the amount of leave she has accrued. This adds 
up to two weeks of annual leave plus 10 days of sick leave. 
She also has an emergency savings fund that could cover her 
living costs for up to two months. By stretching her waiting 
period out from 30 days to 90 days, her premiums are reduced. 
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Speak to us if you would like to understand more about how this information might impact your financial situation. 

IMPORTANT INFORMATION 

This document has been prepared by Financial Wisdom Limited ABN 70 006 646 108, AFSL 231138, (Financial Wisdom) a wholly-owned, non‑guaranteed subsidiary of Commonwealth Bank of Australia 
ABN 48 123 123 124. Financial Wisdom advisers are authorised representatives of Financial Wisdom.  

Information in this document is based on current regulatory requirements and laws, which may be subject to change. While care has been taken in the preparation of this document, no liability is 
accepted by Financial Wisdom, its related entities, agents and employees for any loss arising from reliance on this document.  

This document contains general advice. It does not take account of your individual objectives, financial situation or needs. You should consider talking to a financial adviser before making a financial 
decision. 
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