
Business Protection Case Studies



Business Protection Case Study - 1

Recently, one of the directors of one of our longest standing clients died from 
cancer following a long period of treatment. The business consisted of three equal 
shareholders, each of whom had left well paid jobs within a large company and 
invested a considerable sum to set up on their own. Over the years the business 
grew organically and through acquisition and it borrowed money in connection 
with this and to acquire business premises. Fortunately for them, since they first set 
up together, they had all been keen to have in place a range of financial protection. 

When the director was first diagnosed with Cancer two things happened:

• His Income Protection cover kicked in, paying him a tax-free income whilst he  
 was unable to work. This ensured he and his family still received a regular  
 income, but also freed up money within the business to enable the other  
 shareholders to temporarily replace him;

• His critical illness cover paid out. In fact, cover was arranged so that a lump  
 sum was paid to his family, and, another lump sum was paid into the busi 
 ness. Again, this took the financial pressure off both parties.

After an extended period of absence from work, the director died. At that point:

• An additional lump sum death benefit was paid to both his family and into  
 the business. The deceased was the Finance Director of the business and  
 when its lenders learnt of his death were naturally concerned. The business  
 was able to use this money to pay down some of its debts, easing the con 
 cern of their lender and reducing their outgoings at an uncertain time;

• The remaining shareholders also received a tax-free lump sum, which they  
 were then able to use to purchase the shares of the deceased from his   
 widow. This meant they kept control of the business and she was able to  
 realise the fill value of her late husband’s stake in it for the benefit of her and  
 her children. 

Whilst the death or incapacity of a key individual or director can be problematic for 
any business, in this case, having the right financial protection in place can certainly 
make coping with the loss easier for both the business and the directors’ family. 
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Business Protection Case Study - 2

Over the years we have been privileged to work with a range of other professional 
firms; some supply services to us and refer clients and often we provide business 
financial advice to them. This recently became particularly important to one of our 
clients with whom we have a relationship dating back over 15 years. 

The background to the business is that is has been in existence for over 30 years. It 
has absorbed other businesses whose directors wished to retire and has proactively 
sought acquisitions to enable it to grow. Latterly following the retirement of one of 
the Directors, two remained and they split the work of running the business 
between them, Director 1 focussing on compliance and personnel issues, and Direc-
tor 2 on finance. Both continued to look after key client relationships.
 
Director 2 suffered an unexpected accident whilst on holiday. This was initially life 
threatening but fortunately, he survived; however his injuries were such that a return 
to work in anything like his former role was extremely unlikely. This left Director 1 
with a number of problems

• All of the clients of Director 2 now needed to be looked after;

• Director 1 had no experience at all in the financial aspects of the business

• Director 1 felt the business had an obligation to look after Director 2   
 financially, which would increase the strain on the business

Fortunately, some years earlier, the business had taken out Income Protection cover 
for its Directors, along with other insurances to cover them in the event of the 
death of either of them. This cover came into payment giving Director 2 a tax-free 
income whilst he was unable to work. This provided him with security and the 
ability to focus on recuperation without worrying about his finances. 

From the point of view of Director 1, it meant the business was no longer responsi-
ble for payment of a salary to Director 2. This released funds which allowed Director 
1 to outsource finance work to the businesses accountant and to recruit someone to 
relieve them of responsibility for much of the HR and compliance work, freeing up 
time which could then be used to ensure the clients of Director 2 continued to be 
looked after appropriately and importantly, that they remained clients of the 
business. 


