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Superannuation death benefits 
A person can take steps to enable benefits to be paid 
directly to a superannuation dependant or their estate 
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When a person dies, their will does not automatically apply to 
payments of superannuation death benefits.  
Upon death, a person’s superannuation benefits do 
not always need to be paid into their estate – a 
person can take steps to enable them to be paid 
directly to a superannuation beneficiary instead.  

This can be achieved by providing a death benefit 
nomination to their superannuation fund.  

What are superannuation benefits? 
• A superannuation death benefit typically

consists of the deceased’s account balance
plus any life insurance proceeds from the
superannuation fund’s insurer.

• A death benefit can be paid in lump sum or
pension form depending on the rules which
govern the deceased’s superannuation fund.

• Where available, a valid death benefit
nomination can direct the superannuation fund
to pay specified dependants, the person’s
estate or a combination of them.

• Without a valid death benefit nomination, the
superannuation fund trustee must follow
payment rules set by the superannuation fund.
In some cases, these rules require the trustee to
decide who to pay and how much to pay them.
This may result in an outcome that is
inconsistent with the wishes of the deceased
and lead to uncertainty and disputes between
beneficiaries.

• Importantly, a valid binding death benefit
nomination can enable the benefit to bypass a
person’s estate, and be paid quickly to the
selected beneficiaries.

• Tax law typically divides a death benefit into
‘untaxed’, ‘taxed’ and ‘tax-free’ amounts. The
amount of tax that may be payable on a death
benefit will depend upon your relationship to
the person you nominate as your beneficiary.

How do superannuation death benefits 
work? 
Upon death, a person’s superannuation fund will 
usually pay their accumulated superannuation 
balance plus the proceeds of any insurance 
benefits (the death benefit) to the member’s estate 
or to someone who meets the definition of 
‘superannuation dependant’. 

The term ‘dependant’ has a defined meaning under 
superannuation law and includes: 

• A current spouse (legal or de-facto, including
same-sex)

• A child (including step-children or adopted
children)

• A person in an interdependency relationship
with the deceased person at the time of their
death.

Where a person has a valid Will, a death benefit 
payable to an estate is paid to the executor along 
with the deceased’s remaining superannuation 
balance. The executor then distributes the benefit 
according to the terms of the Will.  

Where there is no valid Will either: 

• fund rules might specify different payment
arrangements such as distributing the proceeds
of the death benefit according to a hierarchy of
dependants; or

• intestacy law will require a court to issue ‘letters
of administration’ to establish the estate so the
payment can be made. The estate is then
distributed under intestacy rules set by law.

Death benefits can be paid as lump sums or as 
pensions or both. However, tax law only permits 
pensions to be paid to a spouse or to a child of the 
deceased who is: 

• Under age 18,

• Under age 25 if they were financially dependent
on the deceased person, or

• Suffering from a qualifying disability.

Beneficiary nominations 
Most superannuation funds allow their members to 
make a death benefit nomination. The three most 
common nomination types are outlined below. 
Each superannuation fund is different, and the 
types of nominations available and the nomination 
operating rules can differ. It is important to review 
and consider each superannuation fund’s Product 
Disclosure Statement for full information. 

Binding death benefit nomination 

• This type of nomination is binding on the
superannuation fund trustee if it is valid at the
date of death. To be valid, the nomination must
be made in favour of one or more
superannuation dependants who survive the
deceased, a person’s estate or a combination of
them. It must be in writing and signed by the
member and two witnesses over the age of 18
who are not a nominated beneficiary.
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• Binding nominations last for three years from
the date they are made. If a valid nomination is
not in force at the time of the deceased’s death,
the fund trustee must follow the payment rules
set by the fund. In some cases, these rules
require the trustee to decide who to pay and
how much – with a result that may not be what
the deceased would have wanted and lead to
uncertainty and disputes between
beneficiaries.”

• It is also good practice to review the nomination
regularly (preferably annually) to ensure the
nomination continues to reflect your current
wishes. A binding nomination only binds the
trustee as to who will receive the benefit; it does
not bind the trustee as to whether the benefit
should be paid as a lump sum or pension.

Non-lapsing death benefit nomination 

• This nomination is another form of binding
direction to the superannuation fund trustee but
does not expire after 3 years. To be valid, typical
requirements are that the trustee must:

– have accepted the nomination when given;
– ensure nominated beneficiary(ies) are either

superannuation dependents who remain
living, the person’s legal personal
representative or a combination of them;

– meet any additional conditions specified in
the superannuation fund trust deed.

• Because a non-lapsing nomination does not
expire, it only needs to be completed once,
however once made the nomination  can be
cancelled, changed or replaced at any time
(however any changes must be accepted by the
superannuation fund trustee). As this type of
nomination does not expire, there are risks
where a person’s circumstances change. Some
superannuation funds have safeguards that
may invalidate a non-lapsing nomination, such
as in the event of separation from a partner.
However, these rules differ between
superannuation funds and not all
superannuation funds have rules of this sort. In
any case, it is good practice to review the
nomination regularly to ensure that it continues
to be appropriate

Non-binding death benefit nomination 

• A non-binding death benefit nomination
enables the superannuation fund trustee to
know a deceased member’s wishes when
deciding how to distribute their superannuation
balance (including any insurance proceeds
received by the trustee).  Trustees often act in
accordance with a member’s non-binding death

benefit nomination, but have discretion to 
override the nomination and must do so where 
the trustee considers that it should, for example 
if you have married or divorced after making the 
nomination. 

• When deciding on the most appropriate
beneficiaries to receive a payment and the
amount each should receive, trustees often
consider it necessary to first attempt to identify
all potential beneficiaries. This investigation and
the decision making process can cause delays
and lead to disputes between beneficiaries and
an outcome that may not reflect the member’s
wishes.

Taxation of death benefit 
There is a smaller class of ‘tax-dependant’ that can 
receive superannuation death benefits tax free: 

• A spouse (legal, de-facto or former, including
same-sex)

• A child under age 18 (including a step-child or
adopted child)

• Any other person in an interdependency
relationship with the deceased at their death.

People outside that class pay a higher rate of tax 
on a superannuation death benefit dependant 
upon whether the benefit is paid as a lump sum or 
a pension, and may vary based on each 
beneficiary’s individual circumstances. For 
example, life insurance forming part of the 
superannuation death benefit paid to a non-tax 
dependant can create an ‘untaxed element’ which 
attracts a higher tax rate. 

Tax rates on death benefits paid as a 
lump sum 

Tax components Tax rate if 
paid to a 
tax-
dependant 

Tax rate if 
paid to a 
non-tax 
dependant 

Tax-free Nil Nil 

Taxed Element 
(taxable) 

Nil 15% 

Untaxed Element 
(taxable) 

Nil 30% 

Medicare levy may also apply. 
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Tax rates on death benefits paid as a 
pension 

Tax 
compone
nts 

Tax rate if paid 
to a tax-
dependant 

Tax rate if paid 
to a non-tax 
dependant 

Tax-free Nil Nil 

Taxed 
Element 
(taxable) 

Nil Marginal rate* 
less 15% offset 

Untaxed 
Element 
(taxable) 

Marginal rate 
less 10% offset 

Marginal rate^ 

Medicare levy may also apply. 
* Nil tax will apply once turns age 60
^Tax offset of 10% applied once recipient turns age 60

A death benefit pension paid to a child under age 
25, stops when the child reaches age 25. Any 
remaining balance is then paid to them as a tax-
free lump sum. 

Other things you should know 
• In certain circumstances, binding death benefit

nominations can be overruled by the courts.
This risk can be minimised if the nomination is
considered in conjunction with a Will.

• Death benefit nominations should be reviewed
regularly to accommodate for changes in the
person’s circumstances, or those of a
nominated beneficiary, that could make the
nomination no longer appropriate.

• When considering who might be an appropriate
beneficiary, the beneficiary’s Centrelink and tax
circumstances should be considered.



The information in this fact sheet does not take into account your personal objectives, financial situation or needs. You should consider these 
factors, the appropriateness of the information and any relevant Product Disclosure Statement (PDS) before making any decisions. 

This information includes an interpretation of the current or proposed law and regulatory documents at the current date (which may not be 
the only, or the correct, interpretation). Laws and their interpretation may change in the future. You should seek independent advice specific 
to your individual circumstances from an appropriate professional. 

While reasonable care has been taken to ensure that the information provided is accurate and derived from reliable sources, no warranty is 
made as to quality, fitness for a particular purpose, reliability, fairness, accuracy, or completeness, or that it is free from errors or omissions. To 
the maximum extent permitted by law, no responsibility is accepted for any errors or omissions, or any liability arising from any use of this 
information. The information included in this document may be changed at any time. 

Zurich Assure Australia Pty Limited 
ABN 58 657 804 736  AFSL 538863 
118 Mount Street North Sydney  
www.zurich.com.au/assure 

ILEY-019300-2022 

https://ziapac.sharepoint.com/sites/AUProjectApple/Shared%20Documents/10.%20Marketing/Fact%20Sheet/Post%20PWC%20Review/Clean%20FINAL/www.zurich.com.au/assure

	When a person dies, their will does not automatically apply to payments of superannuation death benefits.
	What are superannuation benefits?
	How do superannuation death benefits work?
	Beneficiary nominations
	Taxation of death benefit
	Tax rates on death benefits paid as a lump sum
	Tax rates on death benefits paid as a pension

	Other things you should know

