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I

f your business partner or a
shareholder died or became
critically ill, have you ever
thought what the impact could be?
The loss of a business partner
or a shareholder can have a major
impact on the success of any
business. But it’s not just about the
loss of profits the business could
suffer. Who would take their place?
Not only in performing their dayto-day duties, but also in making
decisions of how your business is
run in the future.

NO KNOWLEDGE OF THE
BUSINESS
You could even be forced to work
with a member of their family who
has no knowledge of the business
and isn’t really that interested in
it. That family member would
now have the same say as your
partner before they died. This
could be very disruptive or totally
unacceptable to the other partner/
shareholders. The family may
even want to sell their share of the
business, which could be bought
by a competitor or other unsuitable
buyer.
Also, if your shareholding
director or partner becomes
critically ill, this could lead to
uncertainty for the business.
Would they be able to return to
work? Would they even want
to? Would they want to sell their
shares following a health scare?
WHEN THE UNEXPECTED
HAPPENS
Unlike the other forms of
business protection, shareholder
or partnership protection covers
individuals rather than the
company. It can help solve many of
the problems that could arise when
the unexpected happens.
The protection needs of
shareholders and partners are
broadly similar. This protection
gives you and your partners the
security of being able to keep the
ownership of the business in the
hands of the people who have built
it by enabling you to ‘buy out’ the
share of a business colleague who
has died or become too ill to carry
on working at a fair price.

ENSURE CONTROL OF THE
COMPANY
It can also form part of an
arrangement that is designed to
ensure that control of the company
stays in the hands of the current
owners, and that the family that
inherits the shares receives their
full value. If a company’s Articles of
Association includes a pre-emption
clause, the remaining shareholders
have an automatic right to buy the
shares of a partner who dies or
leaves due to illness.
If a partnership has not drawn
up a partnership agreement, under
current law the partnership will
end on the death of any of the
partners. With suitable cover and
a suitable arrangement in place,
the remaining owners would not
have the issue of raising capital
to buy out a business owner who
is critically ill, or the heirs of a
business owner who has died, and
allows them to keep control of the
business.
ESTABLISH THE SUMS
ASSURED NEEDED
Typically, each individual business
owner needs to take out a separate
plan, written under a business
assurance trust. The business
owners must decide between life
cover and critical illness cover, or a
combination of the two. The policy
can be a fixed or whole life term,

depending on the business owner’s
specific needs.
The amount of cover should
reflect the value of each owner’s full
share in the business. One way of
measuring this is as a proportion
of the capital value of the business,
plus the goodwill included in
the accounts, any undistributed
profits, and the individual’s loan
or partnership account. The value
of the business should be assessed
professionally to establish the sums
assured needed, and underwriters
may ask to see a copy of the
valuation.
IMPORTANCE
OF OBTAINING
PROFESSIONAL ADVICE
Each person should be covered
for the full value of their share
of the business. The value of
each share should be reviewed
regularly to ensure that the cover
remains adequate, as the value of
a company can change over time.
It can therefore be useful for the
policy to have the flexibility to
accommodate this, both through
annual inflation-proofing increases
and through large single increases.
A valuable feature can be the ability
to increase without giving further
health evidence.
How the business protection is
established and what it is designed
to do may impact the taxation of

any benefits received or premiums
paid. There should be a business
agreement in place detailing how
the funds would be used after a
claim, for example, a cross option
or single option agreement. Each
company’s circumstances are
different – and whichever route
is chosen, it is important that
you obtain professional advice
to ensure the most appropriate
arrangements are put in place.

OUR BUSINESS
SOLUTIONS CAN HELP
GIVE YOUR BUSINESS
REASSURANCE
No one can predict what will
happen in the future, but you
can make sure you have the
right protection in place to
keep your business successful
should the worst happen. With
so many insurance providers
on the market, finding the right
cover for your business can
be daunting. To discuss your
options, please contact us for
more information.

UNLIKE THE OTHER FORMS OF BUSINESS PROTECTION,
SHAREHOLDER OR PARTNERSHIP PROTECTION COVERS
INDIVIDUALS RATHER THAN THE COMPANY. IT CAN HELP
SOLVE MANY OF THE PROBLEMS THAT COULD ARISE
WHEN THE UNEXPECTED HAPPENS.

TIME TO DISCUSS HOW WE
CAN HELP YOU AND YOUR
FAMILY RETAIN CONTROL
OF THE BUSINESS?
The death or prolonged illness of a business partner or
shareholder could put your business under considerable
financial strain.
For further information in relation to insurance for your
business needs, please get in touch with us – we look forward
to hearing from you.

This guide is for your general information and use only, and is not intended to address your particular requirements. The content 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, there can be no 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 the content. Thresholds, percentage rates and tax legislation may change in subsequent Finance Acts. Levels and bases
of, and reliefs from, taxation are subject to change and their value depends on the individual circumstances of the investor. The value of
your investments can go down as well as up and you may get back less than you invested. All figures relate to the 2018/19 tax year, unless
otherwise stated.
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