
REG STATEMENT HERE

 FACTSHEET PROTECTION

Sample & Company
Sample House
123 Sample Road
Sample
SAM 123
 
T: 0845 013 6526
F: 0845 013 6527
E: info@sample&company.co.uk
W: www. sample&company.co.uk

INCOME PROTECTION 
INSURANCE
HOW WOULD YOU PAY THE BILLS IF YOU WERE SICK OR 
INJURED AND COULDN’T WORK?

Protecting your income should be taken very seriously, 
given the limited government support available. How 
would you pay the bills if you were sick or injured and 
couldn’t work? Income protection insurance, formerly 
RUV^U�HZ�ºWLYTHULU[�OLHS[O�PUZ\YHUJL»��PZ�H�ÄUHUJPHS�
safety net designed to help protect you, your family and 
your lifestyle in the event that you cannot work and cope 
ÄUHUJPHSS`�K\L�[V�HU�PSSULZZ�VY�HJJPKLU[HS�PUQ\Y`�WYL]LU[PUN�
you from working. Most of us need to work to pay the bills.

(�Z[Y\NNSL�ÄUHUJPHSS`
>P[OV\[�H�YLN\SHY�PUJVTL��`V\�TH`�ÄUK�P[�H�Z[Y\NNSL�
ÄUHUJPHSS �̀�L]LU�PM�`V\�^LYL�PSS�MVY�VUS`�H�ZOVY[�WLYPVK��HUK�
you could end up using your savings to pay the bills. In 
the event that you suffered from a serious illness, medical 
JVUKP[PVU�VY�HJJPKLU[��`V\�JV\SK�L]LU�ÄUK�[OH[�`V\�
are never able to return to work. Few of us could cope 
ÄUHUJPHSS`�PM�^L�^LYL�VMM�^VYR�MVY�TVYL�[OHU�ZP_�[V�UPUL�
months. Income protection insurance provides a tax-free 
monthly income for as long as required, up to retirement 
age, should you be unable to work due to long-term 
sickness or injury.

Statutory sick pay
By law, your employer must pay most employees 
statutory sick pay for up to 28 weeks. This will almost 
certainly be a lot less than your full earnings. Few 
LTWSV`LYZ�WH`�MVY�SVUNLY�WLYPVKZ��0M�`V\�ÄUK�`V\YZLSM�
in a situation where you are unable to return to work, 
your employer could even stop paying you altogether 
and terminate your employment. After that, you would 
WYVIHIS`�OH]L�[V�YLS`�VU�Z[H[L�ILULÄ[Z��:VTL�LTWSV`LYZ�
arrange group income protection insurance for their 
employees, which can pay out an income after the 
statutory sick period. 

Income protection insurance aims to put you back to 
the position you were in before you were unable to 
^VYR��0[�KVLZ�UV[�HSSV^�`V\�[V�THRL�H�WYVÄ[�V\[�VM�`V\Y�
misfortune. So the maximum amount of income you can 
replace through insurance is broadly the after-tax earnings 
`V\�OH]L�SVZ[��SLZZ�HU�HKQ\Z[TLU[�MVY�Z[H[L�ILULÄ[Z�`V\�
can claim. This is usually translated into a maximum of 
50 per cent to 65 per cent of your before-tax earnings.

Self-employed
If you are self-employed, then no work is also likely to 
mean no income. However, depending on what you do, 
you may have income coming in from earlier work, even 
if you are ill for several months. The self-employed can 
take out individual policies rather than business ones, 
but you need to ascertain on what basis the insurer will 
pay out. A typical basis for payment is your pre-tax share 
VM�[OL�NYVZZ�WYVÄ[��HM[LY�KLK\J[PVU�VM�[YHKPUN�L_WLUZLZ��
in the 12 months immediately prior to the date of your 
incapacity. Some policies operate an average over the last 
three years, as they understand that self-employed people 
VM[LU�OH]L�H�Å\J[\H[PUN�PUJVTL�

Cost of cover
The cost of your cover will depend on your gender, 
occupation, age, state of health and whether or not you 
ZTVRL��;OL�ºVJJ\WH[PVU�JSHZZ»�PZ�\ZLK�I`�PUZ\YLYZ�[V�
KLJPKL�^OL[OLY�H�WVSPJ`OVSKLY�PZ�HISL�[V�YL[\YU°[V�^VYR��
0M�H�WVSPJ`�^PSS°WH`�V\[�VUS`�PM�H�WVSPJ`OVSKLY�PZ�\UHISL�
[V�^VYR�PU�ºHU`�VJJ\WH[PVU»��P[�TPNO[�UV[�WH`�ILULÄ[Z�
MVY�SVUN�¶�VY�PUKLLK�H[�HSS��;OL�TVZ[�JVTWYLOLUZP]L�
KLÄUP[PVUZ�HYL�º6^U�6JJ\WH[PVU»�VY�º:\P[LK�6JJ\WH[PVU»��
º6^U�6JJ\WH[PVU»�TLHUZ�`V\�JHU�THRL�H�JSHPT�PM�`V\�HYL�
unable to perform your own job; however, being covered 
\UKLY�º(U`�6JJ\WH[PVU»�TLHUZ�[OH[�`V\�OH]L�[V�IL�\UHISL�
to perform any job, with equivalent earnings to the job you 
were doing before not taken into account.

Protecting your 
income should 
be taken very 
seriously, given the 
limited government 
support available. 
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Choosing your cover
You can also usually choose for your cover to remain 
[OL�ZHTL��SL]LS�JV]LY��VY�PUJYLHZL�PU�SPUL�^P[O�PUÅH[PVU�
�PUÅH[PVU�SPURLK�JV]LY�!

Level cover - with this cover, if you made a claim the 
TVU[OS`�PUJVTL�^V\SK�IL�Ä_LK�H[�[OL�Z[HY[�VM�`V\Y�WSHU�
and does not change in the future. You should remember 
[OH[�[OPZ�TLHUZ��PM�PUÅH[PVU�L]LU[\HSS`�Z[HY[Z�[V�YPZL��[OH[�
the buying power of your monthly income payments may 
be reduced over time.

0UÅH[PVU�SPURLK�JV]LY - with this cover, if you made a 
claim the monthly income would go up in line with the 
9L[HPS�7YPJLZ�0UKL_��970��

Taking out your cover
When you take out cover, you usually have the choice of:

Guaranteed premiums - the premiums remain the same 
all the way throughout the term of your plan. If you have 
JOVZLU�PUÅH[PVU�SPURLK�JV]LY��`V\Y�WYLTP\TZ�HUK�JV]LY�
will automatically go up each year in line with RPI.

Reviewable premiums - this means the premiums you 
pay can increase or decrease in the future. The premiums 
^PSS�UV[�[`WPJHSS`�PUJYLHZL�VY�KLJYLHZL�MVY�[OL�ÄYZ[�Ä]L�
years of your plan but they may do so at any time after 
that. If your premiums do go up, or down, they will not 
change again for the next 12 months.

Making a claim
How long you have to wait after making a claim will 
depend on the waiting period. You can usually choose 
from between 1, 2, 3, 6, 12 or 24 months. The longer the 
waiting period you choose, the lower the premium for 
your cover will be, but you’ll have to wait longer after you 
become unable to work before the payments from the 
policy are paid to you. Premiums must be paid for the 
entire term of the plan, including the waiting period.

Depending on your circumstances, it is possible that the 
WH`TLU[Z�MYVT�[OL�WSHU�TH`�HMMLJ[�HU`�Z[H[L�ILULÄ[Z�K\L�
to you. This will depend on your individual situation and 
^OH[�Z[H[L�ILULÄ[Z�`V\�HYL�JSHPTPUN�VY�PU[LUKPUN�[V�JSHPT��0M�
`V\�HYL�\UZ\YL�^OL[OLY�HU`�Z[H[L�ILULÄ[Z�`V\�HYL�YLJLP]PUN�
will be affected, you should seek professional advice.

Contact us for further information
As part of our service we also take the time to understand 
our clients’ unique needs and circumstances, so that 
we can provide them with the most suitable protection 
solutions in the most cost-effective way. If you would 
like to discuss the range of protection services we offer, 
please contact us for further information.

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 its entirety and shall not be deemed to be, or 

constitute, advice. Although endeavours have been made to 
provide accurate and timely information, Goldmine Media cannot 

guarantee that such information is accurate as of the date it is 
received 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.

How long you 
have to wait after 
making a claim 
will depend on the 
waiting period. You 
can usually choose 
from between 1, 
2, 3, 6, 12 or 24 
months.


