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Most business have taken appropriate steps to protect themselves from risks such 
as fire, theft, accidents and claims under employment law, but often ignored are the 
risks associated with the loss of a key individual. It is often the case that certain 
individuals within a business are crucial to its success which might include

• individuals who had the initial original business idea

• someone who has specific technical or product knowledge

• a person who has key contacts or business relationships

• someone who has particular skills in navigating regulation

• maybe they are a genius with your back-office and IT systems or perhaps  
 they developed them

• they could be the person who knows exactly how your business functions on  
 a day-to-day basis, keeping all those plates spinning, and you’d be lost with 
 out them

Whoever the key individuals are and whatever their role within the business, it is 
often the case that the business will suffer financially if they were to die or be seri-
ously incapacitated. The effect on the business could be felt in a number of ways 
but most often it is in the form of a loss of profits caused by short term disruption 
to business-as-usual activities. In addition, there might be pressure from lenders to 
paydown debt or reduction or removal of overdraft facilities. 

There might also be additional costs associated with the recruitment of a replace-
ment or taking on temporary staff to plug the gap and to get the right individual 
with the skillset you need might mean paying above market, especially where skills 
are specialised or in demand.

Fortunately, just like many of the other risks that a business can insure, it is possible 
to cover the risk associated with such a loss. A simple life assurance or critical 
illness policy, where the employer is the beneficiary in the event of death or serious 
incapacity could help the business meet the short- term financial challenges. Life 
assurance cover costs relatively little and subject to the health of the key individual 
is pretty simple to arrange.
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Examples of where such cover would be appropriate: - 

1. Product Manager
Whilst some individuals can be replaced easily within any organisation, those that 
have specialised knowledge of process, product or formulation are much more 
difficult to replace. Detailed knowledge can make such an individual key to the 
success and even perhaps the future of the business and the cost of having to 
replace them with a similarly knowledgeable person can be insured.

2. The Face of the Company
Many businesses have one key individual who is the face of the organisation; for key 
customers, that is the person they first think of when they consider purchase deci-
sions and the first port of call if they have any problems. They are the face that 
gives the customer confidence that their needs will be met and the reason they do 
business with you. Their loss may well mean orders fall, those customers become 
willing to give someone else a try.  The financial consequences, such as loss of 
profits should be considered and the need to replace them quickly with someone of 
equal stature. 

3. Key Driver
A business in which most of the key decision making concentrated in one key 
individual who has been responsible in the past for the set-up and growth of the 
business and who is key in terms of its future direction. The loss of this individual 
might lead to the business losing direction, profitability falling and its value, if it is to 
be sold, being far less than would otherwise be the case. Cover can be put in place 
to cover any short-term reduction in profits. 

4. Borrowing for Expansion/Acquisition
If your business has borrowed to expand via acquisition or to fund the building or 
purchase of new business premises, the loss of its owner/Managing Director might 
put at jeopardy its ability to service its loan or lead a bank to rearrange an overdraft 
facility. Cover can be arranged on a reducing basis to cover the outstanding capital 
of the loan or provide funds into the business so that external borrowing facilities 
are less important. 

5. Compliance/Procedures
Most businesses are subject to one form of regulation or another and in some key 
individuals know and understand these regulations inside out. They ensure the 
business meets their obligations but helps it to do so without disrupting its day to 
day operations. A financial controller may be easily replaced, but someone with 
specialist chemicals knowledge or safeguarding compliance may be harder to find. 

The loss of a Key Individual can impact a business in many different ways and for a 
whole variety of reasons. If you would like to find out more about how to cover 
these risks, please get in touch with us on 0161 834 2222, email us at enqui-
ries@hammondraggett.co.uk or contact your usual adviser.


