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Our helpful guide to provide you with useful
information about Life Insurance.

WHAT IS LIFE INSURANCE?
Life insurance is a policy that would pay out a tax-free lump sum to
your partner or family, if you die. It acts as financial security for your
loved ones, to give them the peace of mind that they are financially
protected if the worst happens.

 
 

HOW DOES LIFE INSURANCE WORK?
If you, the policy holder, dies whilst you're insured, the lump sum goes
to whoever you’ve named as the beneficiary on the policy, which is
usually your partner, children or family. You pay a monthly premium to
be covered by the policy and the lump sum is paid out if you die during
your policy term – or, in some cases, if you’re diagnosed with a terminal
il lness and given less than a year to live.

When buying term life insurance, you choose the amount of cover (how
much it will pay out if you die), whether you want a level or decreasing
policy, and how long you want to be covered for, which is known as the
policy term. 

Depending on the type of policy you buy will affect how the policy pays
out. If you opt for a level term policy, it will always pay out the same
lump sum amount if you die during your policy term. If you buy an
increasing term policy, and you were to die nearer to the beginning of
your policy term, a smaller lump sum amount would be paid out than if
you were to die towards the end of your policy term. A decreasing
term policy means that the lump sum amount will gradually reduce
over the course of your policy term – this is the cheaper option out of
the 3 policies.
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WHO NEEDS LIFE INSURANCE?
Life insurance is designed for anyone who has financial dependents
and would therefore be financially affected by your death. 

If you have a partner, children, or anyone who shares joint financial
commitments with you, and you would want them to be financially
protected when you die, it is a good idea to have some life insurance
cover in place. Additionally, if you have debts such as a mortgage or
even a car finance or loans, l ife insurance is a way of covering these
and ensuring that no one else will be left to l iable to pay them if you
die.

It is very common to decide the need for l ife insurance after a big l ife
event, such as buying a house, getting married or becoming a parent. It
is important to bear in mind that the younger you are, the cheaper it is
to buy life insurance, so if you do need cover, you will be much better
off getting a policy in place, sooner rather than later.

It is unlikely that you need life insurance if you don’t currently have any
financial dependents, and most people don’t buy it unless they really
need it, but it is always useful to know what you may need to put in
place in the future, if/when your circumstances change.
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WHAT IS THE LUMP SUM PAYOUT FOR?
The money paid out by a life insurance policy is a safety net for your
loved ones you leave behind. It is to provide financial security for those
who are without you and who were dependent on your income. Often the
money is used to:

·       Pay off a mortgage or pay for rent
·       Cover bills and living expenses
·       Pay for your funeral costs
·       Maintain your family’s current lifestyle
·       Cover guardianship costs
·       Pay school/university fees

Most people like to ensure that their insurance policy provides a
substantial enough pay out that it would always cover their loved ones’
essentials. Additionally, many opt for a large enough cover to ensure that
their family’s current lifestyle would not be affected, for example, they
could still cover the costs of holidays, hobbies and family activities etc.
The level of cover you buy depends on what you need, as well as how
much you can afford to pay each month and are happy to spend on being
covered.

HOW MUCH DOES LIFE INSURANCE COST?
Life insurance is often very affordable, but the costs are different per
person as it will be dependent on the type of cover you buy, as well as
how much of a risk you are to insure (based on your age, health and
lifestyle). Generally, life insurance is cheapest to purchase when you’re
young, fit and healthy, as you are less of a risk to insurers.
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DOES LIFE INSURANCE ALWAYS PAY OUT?
Life insurance will always pay out if you die while you’re insured,
providing that you were completely honest about your health when you
applied for the policy. It won’t pay out if you die after your policy runs
out or if you were to cancel the policy. Additionally, some policies may
come with an exclusion where it would not pay out if, for example, you
were to die by suicide within the first year of your policy.

IS IT EASY TO CLAIM?
It is usually a very straightforward process for your partner or family to
claim on your life insurance policy. They would simply have to contact
your insurance company directly and place the claim with them. It is
particularly important that the people who you wish to receive the
payout from your insurance, have all of the details and information that
they need for the insurance policy, in the event that the worst happens. 

WHAT IF YOU'VE GOT LIFE INSURANCE BUT YOU DON'T DIE?
Life insurance is there to cover you in case the worst happens. If the
worst doesn’t happen and you don’t die whilst you hold the policy, you
won’t receive the lump sum payout. 
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LIFE INSURANCE FOR COUPLES
It is l ikely that if you are in a long-term relationship, married, civil ly
partnered or cohabiting, that you share some financial commitments
with your partner, and therefore, they could be left struggling
financially if you were to die. By having life insurance in place, it can
give your other half the pace of mind that they would be protected and
able to maintain the lifestyle you share.

LIFE INSURANCE FOR PARENTS
Naturally, children are financially reliant on their parents, and if one
income was suddenly missing due to your death, would your family stil l
be able to pay for everything they need or would they face financial
struggles? By having life insurance, you are ensuring that your partner
and/or children would stil l  be able to cope, should the worst happen,
taking a huge pressure away during an already very difficult time.

LIFE INSURANCE FOR SINGLE PARENTS
Your children are particularly l ikely to be solely financially reliant on
you, if you’re a single parent, and could therefore be more vulnerable
to financial struggles if you died. It is a sensitive subject and one not
many like to think about, but it ’s important to consider what would
happen if you were to die, and how you can be best prepared for this,
through such protections as l ife insurance. Having life insurance can
cover the costs of your child(ren)’s guardianship as well as all of their
life essentials, until they reach an age where they can support
themselves.
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LIFE INSURANCE FOR HOMEOWNERS
A mortgage is the biggest debt most of us ever take on in our l ifetime,
so having life insurance in place to protect this, is a no-brainer. Your
life insurance will pay out a lump sum if you die during your policy
term, and this money can be used to pay off your mortgage and ensure
that your home is left to your loved ones, without the worry of having
to cover this huge expense without your income. 

LIFE INSURANCE FOR RENTERS
You may not realise it, but even as a renter without a mortgage, you
stil l  need protection, especially if you have a partner or children. The
payout from your life insurance can cover the costs of your rent, which
is normally your biggest monthly outgoing.

LIFE INSURANCE FOR THE SELF-EMPLOYED
Being employed often comes with employee protection benefits such as
‘death in service’ cover, however if you are self-employed, you won’t
have any protection like this, and it is therefore even more important
that you organise your own protection. Life insurance will cover your
financial commitments and protect anyone who is financially dependent
on your income, providing them with an invaluable security net, if you
were no longer around. 
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BOOK A CALL WITH ONE OF OUR ADVISERS FOR MORE
INFORMATION AND A PERSONALISED QUOTE 

 
PLEASE GET IN TOUCH VIA:

 

01162436912
www.mindfulmortgages.co.uk

hello@mindfulmortgages.co.uk
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GLOSSARY OF LIFE INSURANCE TERMS

Beneficiary - When you take out a life insurance policy, you’ll
be asked to name a ‘beneficiary’. This is the person (or people)
you’d like to receive the lump sum that’s paid out by your
insurance company if you die. Often people choose their
partner, children or family.

Broker - A broker acts as an intermediary between buyer and
seller – which could be an individual or a company. Here at
Mindful Mortgages, our brokers have access to the whole
market of insurers (the sellers), and we work on your behalf (as
the buyer), to find you the most suitable policy for your needs. 

Claim - An insurance ‘claim’ is the process of requesting
payment from your insurance provider because the event that
you’re insured for has happened. In the case of life insurance,
the claim would be made by your partner or family (or whoever
you’ve named ‘beneficiary’) in the event of your death.

Cover - Having ‘cover’ in place means an insurer has taken on
the risk of something happening to you, and that they’ll pay out
if it does. Your cover ‘amount’ is how much your insurer would
pay out in the event of your death, and the cover amount is
paid out as a lump sum.

Critical illness cover - Critical illness cover is an insurance
policy that pays out a lump sum if you’re diagnosed with one of
the illnesses or conditions listed in your policy. It ’s often bought
at the same time as life insurance, since many insurers offer
combined products – the idea being that you’re covered for
both death and illness with one policy.

Death benefit - All life insurance policies come with a ‘death
benefit’ – which is a technical way of saying that the policy will
pay out if you die. Policies can sometimes have other benefits
too, like ‘terminal illness benefit’ – in which case it would pay
out early if you were diagnosed with a terminal illness.

Death in service - Death in service is a benefit provided by
some employers, where your named ‘beneficiary’ – i.e. the
person (or people) you’ve nominated to receive the money will
be paid a lump sum if you die while you’re an employee of the
company. The lump sum is usually a multiple of your annual
salary – e.g. twice your salary or 4 times your salary.

Death in service is similar to life insurance in the sense that it’s
there to help support your loved ones financially if you die. But
it’s different in that it’s provided by your employer – as opposed
to life insurance, which you take out yourself. If you stop
working for the company that provides you with death in
service, you’ll no longer be covered by the benefit.

Decreasing term life insurance - Term life insurance is an
insurance policy that pays out a lump sum if you die within an
agreed period of time – your policy ‘term’. If you buy decreasing
term life insurance, the amount of money paid out as a lump
sum decreases over time. So, if you die nearer the beginning of
your policy term, the lump sum will be bigger than if you die
nearer the end.

People typically buy decreasing term cover if they know their
needs will also decrease over time – i.e. because they’re
gradually paying off a mortgage, or because their children will
eventually become financially independent.

Employee benefits - Many employers offer employee benefits
to their employees. This usually means additional benefits or
compensation beyond your normal salary and could include
things like employer sick pay or death in service cover.

Exclusions - Insurance policies can come with ‘exclusions’ –
which means circumstances in which they won’t pay out. Some
exclusions always come with the policy and apply to anyone
who takes it out; others may be added by the insurer based on
your particular circumstances at the time of taking out the
policy (e.g., your health history, job or lifestyle).

Existing medical conditions - An existing (or pre-existing)
medical condition is one that you already have at the time of
taking out an insurance policy. This is important in the case of
life insurance because having an existing medical condition
could affect how much of a risk you are to insure. An insurer
may charge a higher premium or refuse your application
based on you having an existing medical condition, depending
what it is and how severe it is. You will be covered for an
existing medical condition unless your insurer specifically
excludes it.

Family income benefit - Family income benefit is a type of life
insurance policy that, instead of paying out a lump sum if you
die, pays out a monthly amount. It ’s designed with families in
mind – the idea being that if one income is suddenly missing,
having a monthly payment coming in would help the surviving
family to keep covering the essentials and maintain their
lifestyle.

Guaranteed premiums - A premium is the monthly price you
pay to be covered by an insurance policy. If you have
‘guaranteed premiums’, this means your premiums are
guaranteed to stay the same (or go up at a guaranteed rate)
for as long as you hold the policy. 

Increasing term life insurance - Term life insurance is an
insurance policy that pays out a lump sum if you die within an
agreed period of time – your policy ‘term’. If you buy
increasing term life insurance, the amount of money paid out
as a lump sum increases over time. So, if you die nearer the
beginning of your policy term, the lump sum will be smaller
than if you die nearer the end. People typically buy increasing
term cover if they know their financial liabilities will go up over
time, or simply to factor in inflation.

Income protection insurance - Income protection is an
insurance policy that pays out a monthly amount if you can’t
work for medical reasons. If you’re signed off work by a
medical professional, you can claim on your income protection
policy. You cannot claim on this insurance if you’ve lost your
income for any other reason such as redundancy, it only
covers against medical reasons.

Index-linked cover - When you take out life insurance, you
can choose to 'index link' your cover – also known as
'indexation'. This ensures the value of your cover (i.e. the lump
sum that would be paid out if you die) goes up in line with
inflation. If you choose indexation, your monthly premiums will
also increase with inflation.

Insured - The ‘insured’ is a technical way of referring to the
person who is insured by an insurance policy. Sometimes
called the ‘policyholder’. It ’s likely you’ll come across these
terms in your policy documents.

Joint life insurance - Joint life insurance is an insurance policy
that covers two people (or two 'lives', as it'll probably be
referred to in the policy documents). It will pay out if one of
the two people dies. It ’s generally designed to cover a couple –
so one partner is financially protected if the other dies. Bear
in mind that a joint life insurance policy usually ends after the
first death; after which, the surviving partner would no longer
be covered with life insurance.



Level term life insurance - Term life insurance is an insurance
policy that pays out a lump sum if you die within an agreed
period of time – your policy ‘term’. If you buy level term life
insurance, the amount of money paid out as a lump sum will
always stay the same. People typically buy level term cover if
they know their financial liabilities will always stay the same – so
the money needed in 5 years’ time, for example, is the same as
what would be needed in 25 years’ time.

Life insurance - Life insurance is an insurance policy that pays
out a tax-free lump sum if you die. It ’s designed to financially
protect the dependents you leave behind. Different types
include: term life insurance, whole-of-life insurance, and over-
50s life insurance.

Misrepresentation - Misrepresentation is the most common
reason for a life insurance claim not being paid. It simply means
not being honest during the application process. It ’s very
important to be honest about your health and lifestyle when
you apply, otherwise you risk invalidating your policy.

Payment protection insurance - Payment protection insurance
(PPI) is an insurance policy designed to cover specific loan or
finance repayments in case you can’t work due to redundancy,
illness or injury. It only provides short-term cover and, unlike
income protection, it ’s not medically underwritten when you
take out a policy. This means it can be easy to take out payment
protection insurance, but sometimes difficult to claim.

Payout - An insurance ‘payout’ is the money paid out by the
insurer if you make a successful claim. You should receive your
payout if the thing that you’re insured for happens. In the case
of life insurance, the lump sum payout is made if you die during
your policy term.

Policyholder - The ‘policyholder’ is simply the person who holds
the insurance policy. In other words, the person who is insured
by the policy. The policy will pay out if the event that’s covered
(e.g. death) happens to the policyholder.

Premium - An insurance ‘premium’ is the monthly price you pay
to be insured. For life insurance, these can either be
guaranteed or reviewable. A guaranteed premium will always
stay the same (or go up at a guaranteed rate) for as long as you
hold the policy; a reviewable premium will be reviewed at
regular intervals, so you won’t know how much it could cost in
the future when you take out the policy.

Premium loading (or rating) - If an insurer adds a premium
loading or rating to your life insurance policy, it means your
monthly premiums will be more expensive than they would
normally be. They'll add a loading if they think you're more of a
risk to insure than someone else of a similar profile – e.g.
because you have a particular health condition or you have a
risky hobby.

Quote - An insurance ‘quote’ is an estimate of how much it
might cost you to be insured with a particular policy by a
particular insurer. Specifically, it ’s an estimate of what your
monthly premiums would be. To make the quote as accurate as
possible, it ’s based on the information you provide about
yourself, your health and lifestyle, as well as the insurer’s
current rates. You’ll get a final price once your application goes
through the underwriting process.

Sum assured - ‘Sum assured’ is the technical way of referring
to the amount of cover you have in place through your life
insurance policy. It ’s also the amount of money that would be
paid out by the insurer if you died. It's likely to be referred to
as the sum assured (or sum insured) in your policy
documents.

Term - When you buy term life insurance, the policy ‘term’ is
how long you’ll be insured for – e.g. 10, 20 or 30 years. You
choose the term when you buy the policy and it will pay out if
you die in that time.

Term life insurance - Term life insurance is a life insurance
policy that covers you for a set amount of time – known as the
policy ‘term’. It pays out a lump sum if you die during your
policy term. It won’t pay out if you die after that time as you’ll
no longer be insured.

Terminal illness benefit - Some life insurance policies come
with ‘terminal illness benefit’ – which means the policy will pay
out early if you’re diagnosed with a terminal illness. To qualify
for this benefit, most insurers would require a doctor to state
that you have 12 month or less to live.

Trust - A ‘trust’ is a legal arrangement for leaving assets to the
person (or people) you choose. Life insurance can be a
significant asset, so it’s a good idea to put it into trust. That
way you have greater control over how it would be paid out if
you died. It also makes the money easier to access and could
protect it from inheritance tax (depending on the value of your
estate).

Underwriting - Underwriting takes place when you apply for
an insurance policy. It ’s the process of an insurance company
assessing how much of a risk you are to insure – in other
words: how likely it is that you’ll need to make a claim and that
they’ll need to pay out. An underwriter is responsible for
evaluating this risk and deciding whether or not to accept your
application, under what terms, and how much it’ll cost.

Waiver of premium - When you buy a life insurance policy,
you agree to pay a monthly premium for as long as you hold
the policy. If your policy has waiver of premium, it means you’ll
be exempt from paying your monthly premiums if you can’t
work for medical reasons. Insurers usually impose a waiting
period on this benefit – i.e. a minimum amount of time you
need to be off ill or injured before you can waive your
premiums.

Whole of life insurance - Whole of life insurance is a life
insurance policy that covers you for the rest of your life,
however long you live. It ’s guaranteed to pay out when you
die, whenever that happens. This can make it more expensive
than other alternatives like term life insurance (which only
pays out if you die during a fixed period of time).
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