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Critical 
illness cover
Have you chosen the right cover to help ease 
your financial pressures?
You really need to find the right peace of mind when faced with the difficulty of 
dealing with a critical illness. Critical illness cover is a long-term insurance policy 
designed to pay you a tax-free lump sum on the diagnosis of certain life-threatening 
or debilitating (but not necessarily fatal) conditions, such as a heart attack, stroke, 
certain types/stages of cancer and multiple sclerosis. A more comprehensive policy 
will cover many more serious conditions, including loss of sight, permanent loss of 
hearing and a total and permanent disability that stops you from working. Some 
policies also provide cover against the loss of limbs.

Protection when you may need it most
It’s almost impossible to predict certain events that may occur within our lives, so 
taking out critical illness cover for you and your family, or if you run a business or 
company, offers protection when you may need it more than anything else. But 
not all conditions are necessarily covered, which is why you should always obtain 
professional advice. In May 2003, insurers adopted new rules set by the Association of 
British Insurers that tightened the conditions under which you could claim on critical 
illness insurance policies.

If you are single with no dependants, critical illness cover can be used to pay off your 
mortgage, which means that you would have fewer bills or a lump sum to use if you 
became very unwell. And if you are part of a couple, it can provide much-needed 
financial support at a time of emotional stress.

Illnesses covered
The illnesses covered are specified in the policy along with any exclusions and 
limitations, which may differ between insurers. Critical illness policies usually only pay 
out once, so are not a replacement for income. Some policies offer combined life 
and critical illness cover. These pay out if you are diagnosed with a critical illness, or 
you die, whichever happens first.

If you already have an existing critical illness policy, you might find that by replacing a
policy you would lose some of the benefits if you have developed any illnesses since
you took out the first policy. It is important to seek professional advice before 
considering new policy. It is important to seek professional advice before considering 
replacing or switching your policy, as pre-existing conditions may not be covered 
under a new policy.

Lifestyle changes
Some policies allow you to increase your cover, particularly after lifestyle changes 
such as marriage, moving home or having children. If you cannot increase the cover 
under your existing policy, you could consider taking out a new policy just to ‘top up’ 
your existing cover.
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A policy will provide cover only for conditions defined in the policy document. For a 
condition to be covered, your condition must meet the policy definition exactly. This 
can mean that some conditions, such as some forms of cancer, won’t be covered if 
deemed insufficiently severe.

Similarly, some conditions will not be covered if you suffer from them after reaching a 
certain age, for example, many policies will not cover Alzheimer’s disease if diagnosed 
after the age of 60.

Survival period
Very few policies will pay out as soon as you receive diagnosis of any of the conditions 
listed in the policy and most pay out only after a ‘survival period’, which is typically 28 
days. This means that if you die within 28 days of meeting the definition of the critical 
illness given in the policy, the cover would not pay out.

How much you pay for critical illness cover will depend on a range of factors 
including what sort of policy you have chosen, your age, the amount you want the 
policy to pay out and whether or not you smoke.

Permanent, total disability is usually included in the policy. Some insurers define 
‘permanent total disability’ as being unable to work as you normally would as a result 
of sickness, while others see it as being unable to independently perform three or 
more ‘Activities of Daily Living’ as a result of sickness or accident.

Activities of daily living include:

 � Bathing
 � Dressing and undressing
 � Eating 
 � Transferring from bed to chair and back again

The good news is that medical advances mean more people than ever are surviving 
conditions that might have killed earlier generations. Critical illness cover can provide 
cash to allow you to pursue a less stressful lifestyle while you recover from illness, or 
you can use it for any other purpose. Don’t leave it to chance - make sure you’re fully 
covered.

This is for your general information and use only and is not intended to address your 
particular requirements. It should not be relied upon in it’s entirety and shall not be 
deemed to be, or constitute, advice. Although endeavours have been made to 
provide accurate and timely information, we cannot guarantee that such information 
is accurate as of the date it is recieved
or that it will continue to be accurate in the future. No individual or company should 
act upon such information without receiving appropriate professional advice after a 
thorough examination of their particular situation. We cannot accept responsibility 
for any loss as a result of acts or omissions taken in respect of any articles. Thresholds, 
percentage rates and tax legislation may change in subsequent Finance Acts




