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What is a Critical Illness Policy? 

A critical illness policy pays a tax-free lump sum if you 
are diagnosed with a defined critical illness during the 
policy term. 

As long as you keep paying the premiums, you are 
covered throughout the term. Once the policy term 
ends, all protection stops. 

When you take out a policy you can decide how long it 
will last. This could take into account, for example, 
when your mortgage is paid off, or when your children 
have grown up. 

Critical illness cover is often available as a combined policy with term life insurance. In these 
instances, you can often only claim once. 

For example, if your policy pays out after being diagnosed with cancer, the policy is effectively 
terminated. There is usually no life insurance pay-out if you die at a later date. 

Critical illness plans normally include children’s cover, so the whole family can stay protected.  

Should I get Critical Illness Insurance? 
 

The question to ask yourself is: would you or your family 

cope if you became ill? Whether it is paying for 

treatment or helping to cover your salary while you get 

better, a critical illness plan can make a big difference if 

you are diagnosed with a life-changing illness.  

Most people could benefit from a critical illness policy, 
but the impact of the premium and the benefit of the 
pay-out will vary from person to person. 

It is a matter of weighing up the monthly cost against the benefits of a pay-out. If you and your 
family depend heavily on your salary, it could be exactly the kind of protection you need and the 
cost is probably less than you think. 

On the other hand, if you have no financial commitments or dependants, critical illness insurance 
may not be for you. 

 

  



Which Illnesses are Covered? 

Illnesses covered will vary between insurers, so it is important to check the details of a policy before 
you buy. 

Policies normally cover illnesses such as some types of cancer, heart attacks and strokes, and may 
include optional add-on illnesses. 

Other conditions that could be classed as critical illness include: 

• Major organ transplant 
• Parkinson's disease 
• Deafness 
• Traumatic head injury 
• Bacterial meningitis 

A critical illness and terminal illness are different things – a standard life insurance policy should 
cover any illness where you are expected to die within 12 months of diagnosis. 

Cover can typically last between 5 and 40 years, or up until your 75th birthday, depending on the 
insurer. 

A recent introduction to the market is the Later Life options, offered by Vitality. These are designed 

to help support in later life against the potential financial impact of strokes, dementia, Alzheimer's, 

Parkinson’s, and frailty. Cover under Later Life Options begin when Critical Illness Cover term ends. 

This policy has a maximum age of 60 at entry and is subject to a minimum Critical Illness Cover term 

of 10 years. It is not a long-term care product. 

How Much Cover do I Need? 
This differs according to your needs and day-to-day expenses. 

Think about household bills, childcare, mortgage, home 

improvements. Or unexpected treatment costs. All the things 

that help you to live life as normally as possible.  

Traditionally, critical illness plans pay out the full amount 
regardless of how serious your illness actually is. 

Some offer severity-based cover, where the pay-out depends on how bad your illness is. 

When deciding on how much cover you need, think about what you would lose if you were unable to 
work due to illness. 

Also, think about what financial commitments you would still have, such as children or a mortgage. 

 

  



How do I Receive the Cover? 
 

With most providers you have a choice of receiving a lump sum on diagnosis of the illness, or a 

regular income for a set period of time. 

• Cash sum 

This can be set according to your needs. A major illness may require initial outlay, such as 

redesigning the home, supporting equipment or carer help. 

• Level cover  

With level cover the amount you pay each month 

stays the same for the whole term of the policy, as 

does the cover amount. If you prefer the cover 

amount to rise with the cost of living, you can choose 

to protect it against the effects of inflation, which 

means that what you pay each month will also 

increase over time.  

Level cover could be a good option if you are looking to maintain loved ones’ living standards, and 
can help to cover things like: 

- Your salary 
- Any additional health and living costs 
- Rent payments 
- Continue to make mortgage payments 
- Children’s school fees or other childcare costs 

• Decreasing cover  

Decreasing cover works like a repayment loan, with a 

fixed interest rate. As a result, the value of your 

cover decreases gradually but the amount you pay 

stays the same.  

This type of cover might be used to help pay off a 
repayment mortgage, or other debts or loans, if you 
are diagnosed with a critical illness during the policy 
term. 

- It lasts for a specific amount of time, and your monthly premiums are fixed, unless you make 
a change to your policy 

- It usually costs less than level cover, as the value of the loan or mortgage you're paying off 
gradually decreases over time, and so does the cover 

 

 

  



Isn’t it Expensive and do Insurers Really Pay Out? 
 

Half the customers of Aviva, one of the UK’s largest insurers, pay just £22 a month or less for critical 

illness cover1. 

A 46-year-old woman with no history of smoking and no underlying medical conditions could receive 

an annual income of £15,000 for 20 years for as little as £16.00 a month. 

In 2018, Aviva paid out on over 92% of critical illness claims, a total of £354m, at an average 

of £71,779 per customer 2 

 

1, 2 Source: Aviva.com 

 


