THE VALUE OF ADVICE
IMPORTANT INFORMATION FOR MORTGAGE BORROWERS 

These are the general insurance products that most borrowers will consider when raising mortgage finance. They do not apply to everyone and I will be very happy to discuss the options open to you.  
No one likes to think about falling ill or suffering an accident, but particularly if you have dependents, it’s vital to be prepared. What if the worst was to happen and you couldn’t work – or worse still suffered death or a long-term illness – how would the bills be paid, how would your family cope?

Planning for the eventualities that are long term sickness, injury or death is very important. If you don’t make the necessary plans you risk losing those things you have worked hard to build up over the years.

Having insurance cover doesn’t keep someone from death or serious illness, what it means is that a terrible situation is not made worse because of financial pressures.

Also, Please remember this phrase…… 

Your home is at risk if you do not keep up repayments on a mortgage or loan secured on it. We will only recommend products that are affordable and within your budget.
Four points to consider –

Would you rather lose your home or your mortgage? 

This was a question asked by Dr. Marius Barnard the “inventor” of the critical illness plan.

Cancer.  Positive news.
A report by Macmillan in 2016 celebrated advances in cancer treatment and care, with people on average now twice as likely to survive 10 years after being diagnosed with cancer compared to the start of the 1970’s. 

This means families may need to readjust work-loads, family commitments, adjust property and still require a regular income. This needs to be considered when planning.
Flexibility. 

Many insurance plans are now flexible and can be amended as a policyholder life circumstances change.
Welfare reform.
With Government cuts to many areas of welfare including the full role out of the capped universal credit it is imperative that families look to protect themselves.
Some Statistics.

This information is from the British Heart Foundation, The British Stroke Association and Cancer Research UK.
· Diseases of the heart and circulatory system are the main causes of death in the UK and account for almost 198,000 deaths each year.
· On average, 28,000 people each year undergo coronary artery bypass surgery because of coronary heart disease.
· Testicular cancer is one of the most common forms of cancer among males aged 25-49
· 240,000 people each year suffer a stroke and 40,000 deaths are attributed to the stroke directly.

· In the UK in 2012 (most recent available figures), 51103 women were diagnosed with breast cancer, that's around 140 women a day.
· Nearly 43500 men are diagnosed with prostate cancer in the UK each year.
www.heartstats.org
www.stroke.org.uk 
www.cancerresearch.uk.org 
www.info.cancerresearch.uk.org
SURVIVING AN ILLNESS OR ACCIDENT

In March 2016, there were 2.5m people of working age in the UK receiving employment support allowance & incapacity benefit*

There are 2m people living with or beyond cancer in the UK**

Breast cancer survival rates beyond five years have reached 82% compared with only 52% between 1971-1975***

Looking at all cancers the survival rate is now at 50%***
1 in 3 households have no savings to fall back on in the event of a sickness or illness strikes.****

10.8m households would be entitled to little or no support from the state if the breadwinner had to stop working.*****
*Office National Statistics March 2016.
**MacMillan Cancer Support 2011

***Cancer Research UK 2012
****ONS 2013/14

*****Centre for Economic and Social inclusion.

IF YOU ARE UNABLE TO WORK WHAT HELP MIGHT THE STATE PROVIDE?

The state provides a safety net if ill health or an accident strikes, but welfare benefits are not designed to support the standard of living most people are used to. If you want to maintain a certain standard of living you need to organise protection for yourself.
If you are a salaried employee and you are unable to work due to sickness or following an accident, you may receive £89.35 weekly statutory sick pay for up-to 28 weeks. If you are concerned about this level of benefit you should arrange Mortgage Payment Insurance or Income Protection. 
If you are made redundant from a salaried position you may receive a payment of the Employment Support Allowance. This is a sum of up to £73.10 per week for those aged over 25. If you are concerned about this level of benefit you should arrange Mortgage Payment Insurance. 
If you are self-employed and you are unable to work, you may receive income-based Employment Support Allowance. This will depend on your level of National Insurance contributions in recent years. If you are concerned about this level of benefit you should arrange Income Protection. You may receive Personal Independence Payment for a period and then you must re-apply. The standard daily living rate is £55.10 per week rising to a maximum of £82.30.
If you are unable to work, you may receive Employment and Support Allowance. There are many rules and regulations that apply and restrict the benefit and you will have to undergo a work capability assessment before benefit will be provided. The benefit level starts at £73.10 and dependant on how the DWP assessment you may receive up to the long-term benefit maximum which is £109.30 per week. If you are concerned about this level of benefit you should arrange Mortgage Payment Insurance or Income Protection. 
The average household weekly spend in the UK is £531 according to the Office National Statistics Family Spending Report 2015.

If you were to qualify for SMI (Support for Mortgage Interest) this a benefit paid to cover mortgage interest calculated at a rate of 2.91% maximum. It is paid after 39 weeks and for a maximum of 48 months AND it is now a loan secured by a charge on the property which has to be repaid when the property is sold.

On the death of a partner you may qualify for a bereavement allowance of up to £3500 for a married couple with children. You may also receive a short-term payment of £100 per week depending on whether you are receiving any other state benefits.  

Please review the information below and call me to arrange an appointment to discuss the options available to you.

CAN YOU RELY ON YOUR SAVINGS, FAMILY OR FRIENDS?

15m Britons could not survive until the weekend on savings*

40% of Brits are not currently saving – of these 2/5ths have never saved at all*

36% of the population do not believe they have enough money to cope with an emergency*

*Dept of Works and Pensions 2012

You can also visit my website to read the latest Legal and General document entitled “Deadline to the Breadline” 
THE TYPES OF COVER MOST CLIENTS CONSIDER.

FOR SPECIFIC PERSONALISED ADVICE SPEAK WITH RICHARD JOHNSON.
Life Assurance -  

This will provide you with a tax-free lump sum if you die or become terminally ill.  This can be used to clear your mortgage debt and other expenses which will aid any surviving partner and family. It shouldn’t be a case of can you afford to take out life cover? Rather a case of can you afford not to? 
State benefit does come in the way of a “bereavement support payment” which has just been reduced by the Government (Jan 2017) and a family without children will receive £2500 and with children £3000. There are also monthly payments for 18-months for families with children These have to be applied for and according to figures about 50% of applicants are declined. 

AIG paid 95% of all life claims in 2016 for a total of £46m. 

Aegon paid 98% of all claims in 2016 for a total £64.4m
Guaranteed Whole of Life – 

This will pay you a lump sum on your death. There is no policy term. This is usually arranged to provide funds to meet an anticipated inheritance tax bill or is used to provide funds to meet funeral expenses. The ability to cover Care Costs is a new feature of some of the Whole of Life Plans.
Funeral Expenses Cover for over 50’s – 
If you suffer from illness and are unlikely to receive normal terms on life cover, we have access to guaranteed life cover for those over 50 – to a maximum of £40000. This is designed to cover funeral expenses and leave a small legacy.
Impaired Life Cover – 
If you suffer from illness and are unlikely to receive normal terms on life cover, we have access to a panel of insurers who will offer terms to those that have been declined for health reasons.
Critical Illness Protection -  

This will pay you a lump sum on diagnosis of one of the listed illnesses or disability – cancers, heart attacks, HIV, deafness, strokes etc. Insurance companies must abide by the definitions provided by the Association of British Insurers but many insurers describe the cover they provide as ABI+. Many people will arrange the level of cover to match their mortgage amount. However, some will prefer to have a lower level of cover which will provide sufficient funds to allow you to recuperate from the illness without having to worry about generating an income. And if you have young children this type of cover also provides benefits should  child be diagnosed with a critical illness and which will aid finances should either parent need to take time off work to take care of the child.
The 2016 claims pay-out figures from Aegon Insurance Company - 

· 95% of claims paid

· Average pay out £92860
· The average age of claimant was 50

· Critical Illness Claims paid £35.4m
NOTE – The usual reasons for non-payment of a claim are not meeting the life company definition of the critical illness ( 2.8% AIG 2016 ) and non-disclosure / misrepresentation when completing the application papers ( 4.8% AIG 2016 ). It is very important to disclose all medical history when making your application. 
The reinsurer, RGA shows that the majority of claim payouts are met because of the following causes

· Cancer (63% in 2016 for Aviva)
· Heart attack (15% in 2016 for Aegon) 
· Children’s cover (10.2% in 2016 for AIG )
· Stroke (7.6% in 2016 for Aegon) 
· Multiple sclerosis (8% in 2012 for Bright Grey)
A number of insurers offer a partial payment for the largest areas of claims – ductal carcinoma in situ, an early form of breast cancer, low grade prostate cancer (within definition). According to Aviva one in three people in the UK get cancer with the two above being the most common (Oct 2011). 
Family Income Benefit -   

This will provide a tax-free regular monthly income to a surviving partner on the death or diagnosis of a critical illness. This will assist the surviving partner with the expenses of looking after their family. If children are still young, then it may mean that the surviving parent will not be forced back to work but will be able to care for the child on a full time basis. If the children are older it may mean school fees can be maintained or university costs met. 
Shelley Gilbert, CEO of Grief Encounter says “Every half an hour a child loses a parent somewhere in the UK. Chocolate Chipped is an addition to our range of specialist resources to support bereaved children suffering the most unimaginable pain: the loss of a parent.  I believe that with better understanding of death and loss, children can avoid future problems and lead happier more fulfilled lives.”
www.griefencounter.org.uk – UK CHARITY

Permanent Health Insurance or Income Protection 
If you had an accident or illness and you were off work for a long period of time how would you manage to continue to meet your commitments and normal living expenses? How long would your savings last you? PHI contracts are designed to replace part of your income in the event that you are unable to work due to ill health.
Some employers provide income protection but this is still a very low percentage of the workforce. According to figures from Swiss Re only 2.1m people out of a working population of 31.8m are covered by group income protection.

This plan provides you with a tax-free income during the term of the plan. This can be a long-term plan to tie in for example with a mortgage commitment or a short term payout basis (2-5 years maximum) so that premiums costs can be kept lower and an income provided while recovery takes place. Many of the providers offer clients rehabilitation assistance which helps clients return to some kind of work.

2016 Main Claims Figures from Legal and General - 95% of claims paid

Main Causes of Income Protection claim

· Musculoskeletal 28%

· Mental Health Disorders 21%

· Cancer 14%

· Neurological Disorder 10%

· Neurological Disorder 9.5%

· Average age of claimants – 41 years of age

· Average length of a claim – 6 years
A similar claim paid number comes from Exeter who paid 95% of claims in 2016. Aviva just under at 94.4% - all this shows that claims do get paid.
According to the insurer UNUM over 2 million people have been off work and claiming incapacity benefit for over six months (DWP Feb 2009) and according to their own statistics the claimants range from consultant surgeon ( heart issues ) to a manager ( with damaged figures ) and vehicle technician ( motor-cycle accident ). The annual payouts also ranged from £48000 pa for the surgeon to £5700 pa for depressed accountant.  

Less than half (43%) of employers offer sick pay above the minimum statutory requirements according to the Centre for Economic and Social inclusion.

Also – to make a claim for PHI or income protection will involve a phone call and a 3-4-page claim form. To claim for Employment & Support Allowance involves completion of a 57-page claim form.

MPPI (Accident, Sickness and Redundancy Protection) - 

This is a shortterm contract with the benefit payable generally for 12-24 months. MPPI is designed to cover mortgage repayments (and other associated costs such as building insurance) in the event that you are unable to work due to accident, sickness or unemployment. This protects you from falling behind with your mortgage repayments, and therefore protects your credit rating, by enabling you to continue to pay your commitments. This is often combined with LONG TERM INCOME PROTECTION COVER.
“Payment Protection Insurance is optional. There are other providers of Payment Protection Insurance and other products designed to protect you against loss of income.”
Buildings and Contents Insurance - 

It is a legal requirement that any property that is mortgaged has building insurance in place. This cover provides peace of mind by protecting both the structure of your home and if you have contents cover in place your possessions are protected in the event that they suffer damage or loss caused accidentally, by weather related events or criminal damage as well as protecting their legal liabilities as either homeowner or occupier. 

Business Cover - 

If you are a business owner, then a wide variety of cover is available to protect your key staff. A number of insurers offer relevant life plans, key-worker plans, cross sell agreements cover, director’s loans cover among others. If you are a business owner or a senior employee within a firm, you should consider your situation and those of your valuable employees. 

What we do –
Before we recommend a plan, we will review any cover you have available – perhaps through an employer or an existing personal plan, we will ensure you fully understand what the plan provides for and what it does not do and we will ensure it is affordable. 
If appropriate we will discuss who you would want as beneficiary and who your trustees will be. We will help you with any paperwork and our aim is to make the process as simple for you as possible. 
If you have employer cover, please ensure you have completed an expression of wish form or death benefit nomination form.

Some people believe insurance companies look for a way NOT to make a pay-out. In fact, it is seen that with pay-out statistics in the high 90%’s the truth is somewhat different. A big statistic is Aviva’s – which pays out £2.3m EVERY DAY to life, critical illness and income protection claimants. That’s £1600 every minute of every day. And LV advise us the income protection payments for the market as a whole amount to nearly £500million paid to 28000 UK families in 2016. 
If you feel you do not need insurance, please consider what would happen if your income changed because of ill health or an accident. Would you have to use all your savings? Would you have to borrow from family or friends? Would your family be able to help from an extended period? 

For further information on all of your protection needs please call
Richard Johnson on 0203 764 1831 or 07881 802962 
RJ Mortgage Finance 
Mortgage and Protection Consultant
