
FactFile

TPD Insurance

Total and permanent disablement (TPD) is your financial 
back-up plan. It gives you the confidence to seize life’s 
possibilities knowing you’ve made plans to secure your 
family’s financial future ... just in case!

Protecting you and your family against  
the unexpected.

Total and Permanent Disability (TPD) insurance will provide a 
lump sum payment should you suffer an illness or injury which 
totally and permanently prevents you from working again.

There are broadly two main definitions of Total and 
Permanent Disability:

•	 Own Occupation – The insured must show that they have 
a total and permanent disability that prevents them from 
working in their own occupation which they disclosed 
when applying for this cover.

“Own Occupation” is a more liberal definition of disability, 
because even if you can work in another occupation, you 
may still be eligible to receive disability benefits. Because it 
is relatively easy to qualify for benefits under this definition 
of disability, insurance companies are limiting the availability 
of this type of coverage. Own occupation coverage is often 
more expensive, and may only be available to individuals 
who have a clean medical history and work in a relatively 
risk-free occupation.

•	 Any Occupation – The insured must show that they are 
totally and permanently disabled and unable to work in 
their usual, or any other occupation for which they are 
reasonably suited by their education, training or experience.

“Any Occupation” is often the cheaper option, however it 
can be more difficult to meet the requirements of this type 
of disability definition. 

Some insurers have a third definition available to clients –  
a “homemaker” definition. Payment of benefits under this 
definition would be based on the proviso that the insured, 
through sickness or injury, is unable to do any normal 
physical domestic duties and will never be able to do  
so again.

Factors to be aware of

•	 You should ensure your insurance cover is adequate for 
your needs. Under-insurance can present a serious problem.

•	 Changes in your personal circumstances (ie, taking on 
additional debt) often necessitate higher insurance levels.

•	 There may be taxation consequences where a disability 
lump sum superannuation payout is made.
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Maintain your quality of life

It can provide a lump sum benefit which can be used in many 
ways, such as:

•	 Helping to pay for recovery and rehabilitation costs, such as 
refitting your home;

•	 Enabling a partner or family member to reduce their work 
hours to care for you;

•	 Paying for a professional carer;

•	 Providing much-needed funds to repay debts; and

•	 Creating an ongoing income stream for the future.

How are premium’s calculated?

Generally, premiums are based on the sum insured, age, sex, 
occupation, hobbies, smoker/non-smoker, general health 
and option chosen. Premiums can be stepped (they change 
with age) or level (fixed for an agreed time, with assessment 
differing from insurer to insurer.

•	 Stepped Premium – your premium increases every year 
with your age.

•	 Level Premium – your premium generally does not change 
and is based on your age when the policy commences.

While stepped premiums are usually lower in the early years, 
level premiums can be a more cost-effective option if you 
retain the insurance over a longer period. If insurance cover is 
only required for a short timeframe, a stepped premium may 
be more appropriate and cost-effective.

What is the tax position of premium and 
benefit payments?

For personal cover the premiums are not tax deductible. 
TPD benefits in your hands will generally not be assessed for 
income tax provided the benefit is received in the form of a 
lump sum.

To locate a Consultum Financial Adviser who can  
assist you with your financial planning needs,  
visit www.consultum.com.au

Disclaimer and General Advice Warning
This FactFile was prepared by Consultum Financial Advisers Pty Ltd (Consultum), ABN 65 006 373 995, AFSL No 230323. The FactFile contains factual information 
and general financial product advice only. It has been prepared without taking into account any person’s individual investment objectives, financial situation or 
particular needs. A person should not act on this information without first talking to a financial adviser. This information is given in good faith based on information 
believed to be accurate and reliable at the time of publication, including the continuance of present laws and Consultum’s interpretation of them. Consultum does 
not undertake to notify recipients of changes in the law or its interpretation.
Consultum gives no warranty of accuracy or reliability, accepts no responsibility for any errors or omissions, including by reason of negligence. Consultum,  
its officers, employees or agents shall not be liable for any loss or damage whether direct, indirect or consequential arising out of, or in connection with,  
any use of, or reliance on, the information contained in this FactFile. The information in this publication (including tax rates) is current as at 6 September 2010.
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Level versus Stepped premiums

Cost

Age Stepped
Level (increases with CPI)


