
We’ve all become used to insuring the things around us, which makes it all the more 
surprising that so many of us fail to insure the one thing that provides them all – 
ourselves. What would happen if you lost your job or couldn’t work because of a 
serious illness – how would the bills get paid?  What would happen if you died?  Do 
you have a will, and is it up to date?  Would your estate really go to the people you 
want it to go to?  What could happen may be the stuff of nightmares but, fortunately, 
they’re nightmares that are easy to avoid.

This guide can only provide a very brief overview.  Although there’s more information 
on our website at www.onefinancialsolutions.co.uk, if you’d like to know how you, 
and your family, could benefit, please call us on 020 3714 9565 for a confidential 
discussion.
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Introduction

We’ve all become used to insuring the things around us; 
sometimes because we have to and sometimes because it 
just makes plain sense to do so.  We insure our home, its 
contents, our cars and our pets, along with our washing 
machines, TVs, mobile phones and holidays.  Which makes 
it all the more surprising that so many of us fail to insure 
the very thing that provides them all – ourselves.

Have you ever thought about what would happen if you 
lost your job or couldn’t work because of a serious illness 
or an injury?  How would the bills get paid?  Even worse, 
what would happen if you died?  What would happen 
to your dependants?  Apart from the devastating loss of 
a loved one, would you be leaving them to suffer a life of 
sudden and unexpected financial hardship?

If you’re the principal breadwinner, and have a family who 
are dependent on you, then surely it makes sense to have 
some form of insurance – just in case the worst did happen.  
And critical and serious illness insurance, along with 
income protection cover, are sensible options for anyone, 
not just those with dependants.  Redundancy cover could 
provide an important financial lifeline if you lost your job, 
allowing you to concentrate on looking for a new career 
role rather than desperately looking for a way to pay the 
bills.

Wills and trusts are a cornerstone of estate planning and 
can ensure that what you’ve worked so hard to achieve 
throughout your life will go to the people you want it 
to.  Having a valid, up-to-date Will, backed with suitable 
trusts, that have been carefully thought through and 
professionally prepared, will leave no doubts about who 
your beneficiaries are and how you want them to benefit.

And, if you’ve bravely accepted that you may be unlucky 
enough to be one of the 1-in-14 people over the age of 
65 who will eventually suffer the indignity of dementia, 
putting in place Lasting Power of Attorney could help 
ensure your comfort and security in later years.

‘Hope for the best; but plan for the worst’ is a common 
maxim – but many of us just ‘hope for the best’ and don’t 
do any planning at all.  This may be the stuff of nightmares 
and it may keep us awake at night – but, fortunately, it’s all 
quite easy to avoid…

Life insurance

The purpose of life insurance is to make financial provision 
for your dependants in the event of your death by insuring 
a sum of money against your life.  Although the money 
your dependants receive will never replace you, it could 
provide them with a financial lifeline and a more secure 
future.

“‘Hope for the best; but plan for 
the worst’ is a common maxim – 
but many of us just ‘hope for the 
best’ and don’t do any planning 
at all.”



Life insurance can be divided into two principal types – 
‘term’ insurance and ‘whole-of-life’ insurance.  Each offers a 
variety of options and it’s important to choose one whose 
‘features and benefits’ meet your individual circumstances 
and needs.

• Term insurance
The simplest and most popular type of life insurance.  
You decide on the value of the cover you want and the 
length of time you want it for; you then pay a regular 
premium for the duration of the term.  If you die within 
the term the policy pays a lump sum; if you don’t die, the 
policy expires when the term ends.  The most common 
policy options are level term; increasing term; decreasing 
term; renewable term; convertible term; joint-life and 
family-income benefit. 

 
• Whole-of-life insurance

This offers protection for the rest of your life and 
guarantees a lump-sum payment when you die.  The 
premium generally finances two separate components 
within the policy – a life insurance policy and an 
investment fund.  Profit from the investment fund helps 
cover the cost of the life insurance component which, 
inevitably, increases as you get older.  Policy options 
include renewable and non-renewable policies, with-
profit and non-profit policies and over-50 plans.

An alternative is an endowment policy.  This is an 
investment plan into which you make regular payments 
then, after an agreed term, the plan pays out a lump sum.  
The policy includes an integral life insurance element which 
pays out if you, the policyholder, die before the term ends.  
Endowment policies were popular in the days of interest-
only mortgages; the concept being that the investment 
fund would grow and could be used to repay, or partially 
repay, the capital element of the loan when the mortgage 
term expired.  Their popularity has declined, however, 
partly because of their poor performance and partly 
because interest-only mortgages have become less popular.

Serious and critical illness

Serious and critical illness insurance is something everyone 
should consider as, unlike life insurance, it’s not just for 

those with dependants.  Having a serious or critical illness 
is stressful enough without the additional burden of trying, 
if you can, to pay the bills.  You may be lucky and work for 
an employer who continues to pay your wages or salary, 
but what would happen if your employer only paid you 
Statutory Sick Pay which is only payable for 28 weeks?  A 
critical illness may mean you can’t work again… 

Serious and critical illness insurance policies are similar 
in concept.  ‘Serious illness’ policies cover conditions 
considered ‘serious’ but are not critical or terminal, whereas 
‘critical illness’ policies cover potentially ‘life-threatening’ 
conditions.

• Serious illness
Serious illness insurance pays a tax-free lump sum if 
you’re diagnosed with one of the many ‘serious’ medical 
conditions listed in the insurer’s policy documents, the 
amount you receive often reflecting the severity of the 
condition you have.

• Critical illness
Critical illness insurance pays a tax-free lump sum if 
you are diagnosed with one of relatively few ‘critical’, 
potentially life-threatening conditions: heart attacks, 
strokes and cancer being the usual conditions most 
insurers list.

The ‘spirit’ of the two policies, which can be combined 
into an all-embracing serious and critical illness policy, is 
to compensate the person for any financial consequences 
caused by the illness, not just for having the illness.  Once 
paid, there is no restriction on how the money can be used.

Becoming seriously or critically ill is surprisingly common.  
In the UK, someone has a heart attack every three minutes, 
a third of which are fatal; more than one-in-two of us will 
be diagnosed with cancer at some time, and one-in-six will 
have a stroke.  Given these sobering statistics it’s surprising 
how so few people take out serious and critical illness 
insurance policies.  Should the worst happen, the payout 
could ease the inevitable worries about money, make life 
slightly more tolerable and make a huge difference to the 
lives or both you and your dependants.

Income protection

Income (replacement) insurance is, like serious and critical 
illness insurance, something everyone, including the self-

“Serious and critical illness 
insurance is something 
everyone should consider as, 
unlike life insurance, it’s not just 
for those with dependants.”



employed, should consider as it acts as a financial lifeline in 
the eventuality you are unable to work as a result of illness, 
accident, unemployment or involuntary redundancy.  It 
provides vital financial support – which will probably be 
needed as research has shown that most people run into 
varying degrees of financial difficulty within just a few 
months of losing their income. 

As with most insurance policies, you can choose the level of 
cover you want in terms of the risk you are insured against 
and the level and frequency of the payment you receive.  
There are a variety of types of cover, the common ones 
being income protection (IP) / permanent health insurance 
(PHI), which replaces your salary if you are off work for a 
long period of time; short-term income protection (STIP); 
accident and sickness cover (AS); accident, sickness and 
unemployment cover (ASU) and payment protection 
insurance (PPI) which enables specific loans or debts to be 
repaid, usually for a fixed period of time.

Although some income protection insurance provides 
money that can be used on a general basis, others, such 
as payment protection insurance and mortgage payment 
protection insurance, are very specific in what they provide 
cover for.

As with any type of insurance policy, you only get what 
you pay for – but it’s all too easy to pay for cover that you 
may not actually need.  It’s worth taking time to decide 
on the risks you feel exposed to and the level of cover you 
actually need as, the greater the level of cover, the higher 
the cost of the premium.  For example, your mortgage 
payments may already be covered and, if you’re a joint 
breadwinner, any payout would need only cover your 
contribution.

Wills

A ‘Will’ or ‘testament’ is a legal document drawn up by 
a person, the ‘testator’, setting out how they would like 
their ‘estate’ – their property, wealth and possessions – 
to be distributed when they die.  It names an ‘executor’, 
who becomes responsible for managing the person’s 
estate during ‘probate’, the legal process of establishing 
the validity of the Will, and who ensures that the estate 

is distributed accordingly.  It also names the people or 
organisations, the ‘beneficiaries’, who are to receive all or 
part of the estate.

When you die, what happens to your estate will be 
determined according to one of four broad scenarios.
1. You have a Will, it’s up to date and it’s valid 

If so, your estate will, probably, be distributed as you 
want with the right people getting the right things – but 
it’s important to make sure your Will is unambiguous and 
can withstand any legal challenges.

2. You have a Will, but it’s out of date 
If your Will doesn’t reflect your circumstances at the time 
of your death then you run the risk of your estate being 
distributed incorrectly or challenged.  Many things can 
affect this: you may have disposed of things mentioned 
in your will, gained things that are not mentioned, 
beneficiaries may have passed away or new ones 
appeared… 

3. You have a Will, but it’s not valid 
Only a third of those people who die in the UK have a 
Will, and nearly a third of these are found to be invalid.  
If your Will isn’t valid it may be challenged which means 
your estate may be distributed in a way other than how 
you wanted.

4. You don’t have a Will 
If you die without a Will, legally, you will be considered 
to have died ‘intestate’.  In this case, your estate will be 
distributed according to the Rules of Intestacy, a set of 
standard principles which are very unlikely to reflect 
what you wanted.

Having a valid, up-to-date Will is essential, especially if you 
have dependants or want to leave something specific to a 
particular person or organisation.  Providing a plan of what 
you want to have happen has many advantages as it will:

• make it easier for your family and friends to sort out 
your estate

• help your executor manage probate and distribute 
your estate as you wanted

• prevent your estate being shared according to the 
Rules of Intestacy

• help reduce the amount of Inheritance Tax that may be 
payable

• speed the process, reduce family arguments and legal 
challenges

There are many types of Will, the two most common being 
‘solemn’ and ‘reciprocal’ wills.

“As with any type of insurance 
policy, you only get what you 
pay for – but it’s all too easy to 
pay for cover that you may not 
actually need.”



• Will in solemn form
This is used by an individual, someone who is not in 
a relationship and wants to distribute their estate to a 
variety of beneficiaries.

• Reciprocal Will
Also frequently known as a ‘mirror’, ‘mutual’ or ‘husband 
and wife’ Will, these are Wills made by two parties, 
typically husband and wife or civil partners, and makes 
similar or identical provisions in favour of each other, eg: 
leaving their entire estate to the other person.

Once you have a Will, it’s just as important to keep it 
up to date so that it reflects your circumstances.  Unless 
there’s a significant change in your life which will cause 
you to review your Will, it should be reviewed at least 
every five years to take into consideration the various 
changes in your life and how they affect distribution of 
your estate.

Trusts

A trust is a legal contract under which a group of people 
are given responsibility for administering and managing 
named assets for the benefit of another person or group 
of people.  The person creating the trust is known as the 
‘settlor’; the people administering the trust are the ‘trustees’ 
and the person or persons who will eventually benefit from 
the trust are its ‘beneficiaries’.  

There are many reasons for creating a trust when making 
a Will, but the three most usual reasons involve children, 
future relationships and Inheritance Tax.
1. Holding assets until children reach maturity 

Unfortunately, parents may die before their children 
reach adulthood.  Putting your estate into a suitable 
trust provides a method of protecting and managing 
it until your children are legally old enough to take 
possession. 

2. Providing for your spouse and preserving your estate 
for your children 
To prevent the possibility that some of your estate may 
pass to people you don’t know, most commonly as a 
result of your spouse inheriting your estate, remarrying 

and inadvertently letting it be absorbed into the estate 
of their new family.

3. Reducing Inheritance Tax liability 
Putting assets into trust can either reduce or even 
eliminate any Inheritance Tax liability for a particular 
asset and can help keep the value of the estate within 
the nil-rate band.

Types of trust

Trusts fall into two broad categories, ‘revocable’ and 
‘irrevocable’.

• Revocable trusts
These allow the assets to be returned to the settlor.  
Despite having few, if any, tax benefits they are useful in 
some circumstances.

• Irrevocable trusts
These permanently remove specific assets from the 
settlor’s estate.  Doing so offers a number of tax 
advantages, especially in respect of Inheritance Tax, and 
gives the beneficiary peace of mind about the eventual 
outcome of a will.  As irrevocable trusts can’t be reversed, 
entering into one must be a carefully considered 
decision. 

Within these two categories are a number of different 
types of trust that are specially designed to address specific 
circumstances and needs, the most common being bare 
trusts, interest-possession trusts, discretionary trusts, 
accumulation and maintenance trusts, settlor-interested 
trusts, disabled beneficiary trusts, protective trusts, mixed 
trusts and non-resident trusts. 

Trustees

Trustees are those people appointed to administer the trust 
and manage its assets.  By definition, they become the 
legal owners of the assets covered by the trust but must 
manage them in the best interests of the beneficiaries.  Not 
surprisingly, the duties and powers of trustees are defined 
by law, which grants them the necessary powers needed 
to carry out the duties required by the trust.
 
You can appoint up to four trustees per trust and, in most 
cases, you can appoint the executors of your Will; if you are 

“A trust is a legal contract 
under which a group of people 
are given responsibility for 
administering and managing 
named assets for the benefit 
of another person or group of 
people.”



also appointing guardians for your children, appointing 
one as a trustee is beneficial.  Ideally you should appoint 
someone you know, who is trustworthy and has some 
experience with financial matters, has the beneficiaries’ 
best interests at heart and can be reasonably expected to 
outlive you.

Power of Attorney

There are times when it may be necessary for someone to 
act on your behalf.  Although some simple circumstances 
won’t need ‘formal authorisation’, for example, asking 
someone to do some shopping, others, such as having 
them draw money from your bank account, certainly will.

There may also be occasions when we lose ‘mental 
capacity’.  Although this could be a temporary situation, 
perhaps as a result of an injury or an illness from which we 
eventually recover, it may be something permanent that 
affects us for the remainder of our life, the most common 
reason being the tragedy of dementia.  Either way, if we 
lose the ability to make decisions and look after ourselves, 
we have no option other than to rely on the help of those 
around us.

When someone creates a power of attorney, they appoint 
someone to act on their behalf: the person making 
the power of attorney is called the ‘donor’, the person 
appointed is their ‘attorney’.

There are two general categories of power of attorney: 
‘ordinary’ and ‘lasting’, the principal difference between 
the two being the donor’s mental capacity.  This is assessed 
by a healthcare professional, the process usually being 
triggered by a concerned relative, friend or healthcare 
worker asking the person’s GP to see them. 

Ordinary Power of Attorney

Ordinary Power of Attorney means giving your authority to 
someone to make financial decisions on your behalf – but it 
is only valid while you have mental capacity.  You can give 
someone Ordinary Power of Attorney to allow them to:

• act on your behalf for a temporary period of time

• draw cash from your bank account if you are unable to 
do so

• act for you while they are under your supervision

Giving someone Ordinary Power of Attorney can be useful 
if, for example, you are housebound, in hospital or on a 
lengthy period of overseas travel, as it allows someone 
you trust to do things for you because of your incapacity 
or absence.  You can revoke Ordinary Power of Attorney 
when you recover or return.

Lasting Power of Attorney (LPA)

If you believe there may come a time when you will lose 
your mental capacity you need to think about granting 
Lasting Power of Attorney.  Cruelly, although you need to 
have mental capacity to appoint your attorneys, Lasting 
Power of Attorney recognises that you will eventually lose 
it.  It’s a brave step to make.

Lasting Power of Attorney was created under the 
Mental Capacity Act 2005 (MCA 2005), the new system 
superseding Enduring Power of Attorney (EPA) on 1 
October 2007.  A failing of the outgoing system was that 
the attorney’s powers were principally concerned with 
‘money and property’, largely ignoring the donor’s ‘health 
and welfare’; areas where equally life-changing decisions 
might have to be made.  Recognising this, the MCA 2005 
created two, specific types of Lasting Power of Attorney, 
one covering ‘money and property’, the other covering 
‘health and welfare’.

• Lasting Power of Attorney – Property and Financial   
 Affairs

This covers:
• managing a bank or building society account
• paying bills
• collecting benefits or a pension
• selling property

• Lasting Power of Attorney – Health and Welfare
This covers:
• moving into a care home
• medical care
• daily routine, eg: washing, dressing and eating
• life-sustaining medical treatment

The two types are separate authorities and cannot be 
combined which means, as the donor, you have to apply 
for each of them separately.  This is an advantage as it’s 

“There are two general 
categories of power of attorney: 
‘ordinary’ and ‘lasting’, the 
principal difference between the 
two being the donor’s mental 
capacity.”



quite usual for a donor to ask different people to perform 
the two roles, perhaps appointing a trusted financial 
adviser and a relative for property and financial affairs, 
and a spouse, child or close relative for the more personal 
health and welfare decisions that may need to be made.

Although Lasting Power of Attorney replaced Enduring 
Power of Attorney on 1 October 2007, an Enduring Power 
of Attorney set up before this date should still be valid but 
its scope will be limited to property and financial affairs; it 
won’t be valid for health and welfare.

Creating, changing and ending Lasting Power of 
Attorney
 
Granting Lasting Power of Attorney is done by the Office 
of the Public Guardian (OPG), an executive agency of the 
Ministry of Justice, which was created by the MCA 2005 to 
protect those who lack mental capacity.

Although it is possible to apply directly to the Office of 
the Public Guardian, the paperwork involved can be 
complicated.  Given its consequences, along with the 
possibility that, if you do lose mental capacity, you may not 
be able to change or revoke the appointment, it is strongly 
recommended that you use a suitably qualified solicitor to 
guide you through the process.

Providing you have mental capacity you can amend 
or revoke your Lasting Power of Attorney to take into 
consideration changes in your circumstances. 

Lasting Power of Attorney automatically ends the moment 
you die and, from that point onwards, your estate becomes 
the responsibility of your executors.  It means that those 
you appointed as attorneys cannot influence what 
happens to your estate.  

How can One Financial Solutions help?

Life is full of risks.  We’ve all become used to insuring the 
material things that are dear to us, but often forget about 
the very thing that provides them: ourselves.  If the worst 
were to happen and you lost your health, your job or your 
life, the effect could be catastrophic, not just for you, but 
also for your dependants.  Similarly, having worked hard 
throughout your life, you really do need to make sure that 
the right people will benefit from your estate.  

One Financial Solutions is here to help you.  As a firm of 
independent financial advisers, we can provide you with 
impartial advice to help you identify the potential risks you 
face.

We’ll work with you to plan an appropriate protection 
strategy, recommend the best products from across the 
whole of the financial services market and help put in 
place the safeguards needed to protect both you and 
your dependants.  We can also provide a comprehensive 
estate planning service to help preserve everything you’ve 
worked so hard to achieve by ensuring it’s passed on in the 
way that you wish.

So, if you’re looking for help with any aspect of protecting 
either yourself or your estate, please call us on 020 3714 
9565 or ask us to call you by sending an email to admin@
onefinancialsolutions.co.uk

Estate planning, will writing and tax planning are  
not regulated by the Financial Conduct Authority

“Providing you have mental 
capacity you can amend or 
revoke your Lasting Power 
of Attorney to take into 
consideration changes in your 
circumstances.”

Regulatory message
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One Financial Solutions is here to help you.

We advise on a wide range of financial services including protection for both you and your business, general and business 
insurance, savings and investments, commercial finance, pensions and auto enrolment, employee benefits, profit extraction and 
mortgages: our aim being to provide you with ‘one solution’ for all your financial needs.

We provide truly independent financial advice, sourced from the whole of the financial marketplace, for individuals and 
commercial businesses throughout the United Kingdom.

Please call us on 020 3714 9565 for a confidential conversation about how we can help you, or visit our website at  
www.onefinancialsolutions.co.uk for more information.


