Top Ten Protection Tips

Frotection plans «are normally issuied
b b lile aissurance companics and

typically do not provide a benefit at
the end of the plan ienm. They are designed
10 pay out either a lump surm or a regdular
amount upon the happening ol certain events
during the tenmn: most usually; loss of income
o following iliness or death.

Protection policies are @ fundamental Duoilcling
Dlock of successhiul personal financial
planming, and can often provide significant
protection benefits inexpensively, especially
for younger ages. Here are our Top Ten
Protection Tips......

1 Existing Life
Assurance

I vou Nave existing life assurance cover, 1hen
il pavs 1o keep he plan in place. even il there
15 no ubwvious need for the cover now, The
Main reasons qare that, frstly, the cost of cover
Increases with age and, secondly, it you misghi
need cover in uire, this could be difficul o
obtain if your healh has deteriorated in the
dntervening period,

@o Pensions: Death in
Service

I vou have life assurance cover providec Dy
vour employver (perhaps as part of e
pensions arangementss, then make sure that
Vou complete a normination form (sometimes
Called an Expression of wishes fonm) 1o
indicate to the tustees of the scheme whom
vou would ke 10 receive the benefit in the
event of vour death whilst working for the
company.

3 Critical lllness
Definitions

If you have existing critical illness cover il
will usually be tmwise 1o cancel it and
replace it with an aliemative, The reason is
than the list of eritical illnesses covered has
decreased in recent vears with advances in
medical science. As an example, Angina
wWas routinely included in told’ critical liness
policies but is now excluded by most
providers.

4 Critical lllness -

Guaranteed Premiums

Generally speaking, critical illness policies set
Lp some yvears ago have duaranteed
premiumes payable throughout the werm ol
the plan, Many critical illness policies on offer
now have reviewable premiums which
mighl increasce in future - another goodd
reason 10 keep existing critical illness plans
N force,

5 Guaranteed

Insurability Options

Some protection plans will include an
option 10 ncrease the benetits in iure
withour medical evidence. A tvpical
example is thar some maortdage protection
palicies will nclude an oprion 10 increase
ihe life assurance benefit upon moving
home and taking a larger morntdagde. such
options are particularly valuable, especially
i health has deteriorated in the interim, and
policies including such an option should
usually be maintained.



6 - Life Assurance
Renewal Options

Some life assurance policies will include a
renewal option. This is an option 1o extend
the term without tarther medical evidence,
bt if the option is not exercised it will lapse.
The message is 10 renew such policies
unless vou are absoluely sure that your will
No longder have any need for ihe life
assurance cover provided,

7 Income Protection —
Deferred Periods

Make: sure that il you have an income
protection policy it has been set up 1o take
account of vour emplover's sick pay
arrangements, For example, it vou work tor
an employer who will pay yvou for six months
if vou are on sick leave, then any income
protection policy should be ser up 10 begin
paving benefits only when your emplover's
benefil ceases, This will help 1o keep costs
down,

8 Income Protection —
indexation of Benetits

Many income protection policies also offer
the option of indexing the benefit, either from
outset or in the event of o claim arising,
Generally speaking, plans should He set up
un this basis o accommodate expected
wage inflation anc so maintain the plan
benefits in real terms,
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9 - Policy Ownership

Make sure that plans are set up so that, in
the event of-a claim. 1he nswtred beneti
passes to the intended person with the
minimuim of delay,

Here's an example:

M J ses L d ife policu wehich belonas (o Tim,
o his oo dire, weith e Denefits intendect 10
[Riss 1o Mres. L I clalm arses, the sum dssulrecl
Lol fonm pan of Mr J's estare dned Mis 3 aooudel
Fretines bex Lt foor pacigrment of the crmouni olue
vnth the: estare b= settlead, A bettar soltiion cioulkd
heice beer o setup the policy cothe Mes o being
the ovener bun Mr t bemneg the life-assured, Then.
in the eeenl of a claim, 1he policy proceecds
Lol D pacied mrnedianely o Mes 0 uporn
paroctuction of the decart cenificone aned policy
clocument,

Life Assurance policies are sometimes set
up 1o provide a limp sum ot money 1o
clear an expected Inheritance Tax liability. In
such nstances it is important that the policy
be set up in mist so that the policy
proceeds (o not form part of the estate ol
the deceased and are available 1o the
executors as quickly as possible, 1o
discharge the tax hill,

10~ Protection Reviews

The last tip —and In some ways the mast
impartant of all — is (o review protection
plans regularly so that they continue (o
provide the right level of cover. Do this with
the help of an Independent Financial
Adviser who can therefore “shop around”
10 secure the cover on the best ierms.
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