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Income protection insurance, also known 

as salary continuance, can help you 

manage your expenses if you are unable to 

work for a limited amount of time if you are 

sick or injured. It’s an income safety net.  

Do you need income protection? 

More than 60% of Australians will 

be disabled for more than one 

month during their working life and 

more than 25% will be disabled for 

more than 3 months 2. 

Imagine suddenly being unable to meet 

your financial obligations including 

mortgage payments, school fees and living 

expenses. The impact on you and your 

family could be financially devastating. It’s 

also an unfortunate fact that financial 

problems can lead into other problems. 

By having the right income protection 

policy in place you can ensure that any 

disruptions to your income that occur due 

to illness or injury will not have a major 

negative impact on you and your family’s 

way of life. 

It is an important consideration for anyone 

who relies on an income. It is especially 

suitable for self-employed people, small 

business owners or professionals whose 

business relies heavily on their ability to work. 

How does it work? 
Each income protection policy has its own 

definition of illness and injury and range of 

benefits. Income protection usually offers 

cover for up to 75% of your gross wages for 

a limited time period if you are unable to 

work due to illness, accident or injury.  You 

can also insure your future superannuation 

contributions. Policy terms vary and usually 

specify a benefit period of a maximum of 

two to five years, and an age limit of 65 or 

70. 

You will need to pick a waiting period when 

you select your level of cover. This is the 

period of time (often 30 to 90 days) before 

you can make a claim. Take into account 

your leave balances (e.g. annual, sick and 

long service leave) and access to 

emergency cash when choosing your time 

period. 

Income protection gives you a steady 

source of cash allowing you to focus on 

getting better and not on how you're going 

to pay the bills.  

 

 

 

 

 

 

How much will it cost? 
Income protection premiums may be either 

stepped or level, depending on your 

preference when you take out cover. 

Insurance premiums usually increase with 

age because the older you get, the more 

likely you are to make a claim. 

Stepped premiums - Your insurance 

premium will increase each year as you get 

older but is usually cheaper in the 

beginning. If you're thinking about this 

option, it is worth looking at what the 

premiums will be over the next 5 years, or 

however long you intend to hold the 

insurance for, to make sure you can afford 

the premiums. 

Level premiums - Your insurance premium 

does not change due to your age but is 

generally more expensive than a stepped 

premium in the beginning. Level premiums 

may increase over time due to inflation 

adjustments or changes to the insurer's fees. 

If you want to control your costs over time 

then level premiums may suit you. Premiums 

are usually higher in the beginning but 

much cheaper than stepped premiums 

when you are older. If you intend to hold the 

insurance for a long time, level premiums 

are likely to be cheaper in the long run. 

 

 

 

 

Every day, more than 65 families in 

Australia are impacted by an 

event that seriously affects their 

ability to earn an income.1 

In 2013/14 about 531,800 people 

experienced a work related injury 

or illness. Around 39% received no 

financial assistance. 3 

https://www.moneysmart.gov.au/insurance/life-insurance#stepped


 

 

 

Income Protection for business 

owners 
Income protection insurance is especially 

important if you own a business. It will cover 

your personal financial obligations, and also 

replace your salary while you are away. 

When considering the details of your 

insurance, you should consider the financial 

viability of your business as well as your 

personal financial obligations if you were 

unable to work. 

 

What if my income has changed 

by the time I make a claim? 
One of the first things to think about when 

taking out Income Protection is whether you 

will want either ‘agreed value’ cover or 

'indemnity value' cover. Whilst these terms 

are confusing, they are vital to determine 

which level of premium and cover you’ll 

receive.  

 

Indemnity value cover  

With indemnity value, your benefit amount is 

calculated on your income at the time you 

make a claim. Indemnity value cover is 

generally better for those with a stable job 

and income likely only to rise. As an 

employee, it’ll be easy for you to prove your 

income with a pay slip when you make a 

claim 

 

Advantages of ‘indemnity value’ cover 

 A simplified application process, since 

no proof of income is required at the 

time of application, and it is usually 

associated with cover advertised on 

the TV or within an industry super policy.   

 Generally, premiums are lower, 

however in more recent times are 

increasing due to the higher claims 

experienced by insurance companies.   

 Coverage of up to 75% of your pre-

claim earnings. This is usually 

determined by your average monthly 

income for a number of consecutive 

months for two or three years before 

you made your claim.  

 

 

 

 

 

 

 

Disadvantages of ‘indemnity value’ cover  

 Your benefit amount corresponds with 

your income at the time of a claim, so 

if your income has reduced since you 

applied for the policy, your cover will 

also be reduced, as you will need to 

substantiate your claim with your last 

two or three years of income via tax 

records and/ or pay slips.  

 Some of the other terms and conditions 

within the policy may not be a 

comprehensive as offered in an 

‘agreed’ value policy.    

 

 

Agreed value cover  

With agreed value, your benefit amount is 

calculated on your income at the time you 

apply for the policy. You have to prove your 

income at the time of applying. Then you’ll 

be insured for a set amount agreed upon 

by you and your insurer. This amount is 

typically based on an average of your last 

two tax return statements.  

 

If you have a fluctuating income, agreed 

value cover is generally the better choice, 

as it allows you to lock in an agreed-upon 

amount of cover for the life of your policy. 

That way if your income decreases, your 

cover remains the same. Freelancers, self-

employed and small business owners best 

suit this policy.  

Agreed value cover can also be beneficial 

to working women and men considering 

having children in the future. If they want to 

take maternity or paternity or even unpaid 

leave, they may be facing a lower income 

when they return to the workforce.  

Advantages of ‘agreed value’ cover  

 You know what benefit you’ll receive, 

even if your income changes. You’ll be 

protected if your income drops.  

 If you do find that your income 

increases substantially, you can 

amend your policy at any time. 

  

Disadvantages of ‘agreed value’ cover  

 Premium rates can generally be 15% to 

20% more expensive than indemnity 

value policies, because you get 

greater security.  

 

Note: It is important to review your situation 

annually to maintain the adequate 

coverage for your family. 

 

How do I know which policy is right 

for me?  
Agreed value and indemnity value cover 

are substantially different, providing you 

with different premiums and a pre-arranged 

cover plan from your application until your 

policy ends.  

To know which policy is right for your 

circumstances, you need to think about 

your budget and how you are employed 

and receive your income.  

 

How can Investment Zone help me 

protect my income? 
The team at Investment Zone can tailor an 

income protection policy for your (or your 

adult child’s) circumstances. The policy 

should cover you for the main four health 

traumas of heart attack, cancer, stroke and 

kidney failure along with many other events. 

 

We may also be able to negotiate longer 

benefit periods than those offered in default 

super policies or other policies that are not 

underwritten, like those offered in Industry 

super funds.  

 

 
 

 

Talk to Brad and the 

team about how to get 

the right cover. Call on 

1300 124 683 or visit 

www.investmentzone.com.au.  
 

 

 

 
Disclaimer: This article is about income protection insurance and is general information only. It should not however be treated as factual, or personal advice or be the basis of 

purchasing any insurance policy. Before deciding on an insurance policy read the PDS carefully and talk to us if you need further assistance. Investment Zone does not recommend 

insurance products or provide personal advice in regards to insurance products without first understanding your full personals needs. Investment Zone (ABN: 18 104 622 611), is a 

corporate authorised representative of Financial Force Pty Ltd, (ABN: 42 091 425 464 AFS Licence No. 238337). 1. First time ever figures. Media Release 2 March 2010, IFSA. 2. Australian 

Disability Table IAD89-93 Class 2 1995 Report of the Disability Committee. 3. Australian Bureau of Statistics. (24 November 2014). Work related injuries Australia (cat. no. 6324.0). 4. Heart 

Foundation. (2015). Information for professionals – Data and statistics. 

 

 

 

 

Cardiovascular disease 

affects one in six 
Australians.4 

In 2015, the total claims paid to 

AIA Australia policyholders 

was $1,029,308,253. That 

equates to over $4 million paid 

on average each working day. 

http://www.investmentzone.com.au/

