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The Facts of Business Life

Every business relies on people whether they are directors, employees, partners, shareholders, guarantors, managers or customers.  If something was to happen to any of these individuals, it is probable that many businesses would struggle, some may even fail and eventually have to close.

Often this issue is not taken seriously by a business because it is human nature to assume that it will be someone else, rather than their key individual, who will suffer a critical illness, disability or even death.  

Sadly, the facts speak for themselves

· Over 1.8 million people (of working age) will have been off work for at least six months at any given time, through sickness or disability, with in excess of half a million people being off work for over five years.  
(Source:  DSS Statistics 1997).
· A man has a 1 in 4 chance of suffering a critical illness before retirement age – the figure for women is 1 in 5.  
(Source:  Cover, September 1999).
· Every year 300,000 people in the UK suffer a heart attack, with roughly half being fatal.  
(Source:  British Heart Foundation).
· Approximately 1 in 3 people will have cancer diagnosed at some point in their life.  
(Source:  Imperial Cancer Research Fund).
· You are 2.5 times more likely to suffer from a critical illness than die before the age of 60.  
(Source:  Swiss Re Life and Health Limited).
Why should a business be worried by these facts?  The serious fact of business life is that if you were to lose a key individual, there could be major ramifications for many aspects of the business.  Ask yourself how much you could underwrite yourself.

· The overall cost of work-related illnesses and injuries in terms of UK gross domestic product is estimated to be between £14.4bn and £18bn annually.

(Source:  Royal Society for the Prevention of Accidents).
· For a business with 4 directors aged 40, there is a 48% chance that one of them will die before age 65.  
(Source:  Cover, September 1999).

Protecting your Key People

What would happen to your business if one of they key individuals was suddenly unable to work?  How would you cope?  What would be the financial implications?  Could your business survive?  

If you don’t want to carry the financial liability on your own, then consider these three areas in which you can insure against the unknown.

Keyman Insurance

Keyman Insurance covers the loss of profits that your business would suffer as a direct result of losing a particular key individual - whether they are a director, partner or employee - through either death or critical illness.

Why do I need Keyman Insurance?

Loss of Profits

Most businesses can identify the key individuals who make significant contributions towards overall profitability.  If these people could not work, then the profits of the business would be affected.

Recovery Time

When a key individual is lost, business profitability can take time to fully recover.

Replacement Costs
Apart from the potential impact on profits, a business will also have to incur the cost of recruiting and re-training a replacement.

Corporate Finance

Loans may need to be repaid if the key individual is lost, or they may need to be refinanced where the key individual was a guarantor.  Finance for new ventures or expansion may be less easily available.

Shareholder Protection

Shareholder Protection provides funding in the event of a shareholder’s death or critical illness, to enable the remaining shareholders to purchase the shares of the ill or deceased individual.

Why do I need Shareholder Protection?

Lack of Funds

Without suitable finance, the remaining shareholders may lack the necessary funds to buy the ill or deceased’s shares.

Company Control

If the ill or deceased shareholder held the majority of shares, control of the company may be lost if the shares end up being purchased by an outsider or a competitor.

Management
If a shareholder dies, the members of the deceased’s family may want to become actively involved in the running of the company.  This could be undesirable and involve a great deal of complication for the remaining shareholders.

Partnership Protection
Partnership Protection provides the necessary funds in the event of a partner’s death or critical illness, to enable the remaining partners to buy the deceased or critically ill partner’s share in the partnership.

Why do I need Partnership Protection?
Inadequate Funds

The surviving partners may not have sufficient money to buy the deceased partner’s share.  The assets of the business may have to be sold to raise the required funds.

Best Interest
Providing the deceased’s beneficiaries with a capital payment may be more appropriate and serve the best interest of all concerned, unless there is a desire for the deceased’s family members to become actively involved in running the business.

Replacement Partners
Any new partnership agreements can be entered into based upon suitability, rather than through necessity because of the need for a cash injection.

Protecting your Income
As the statistics highlighted, an individual is 2.5 times more likely to suffer from a critical illness than die before the age of 60.  If a key individual were to become ill or suffer an accident which meant that they were off work for a long time, this could have serious consequences for the business.  If the key individual was not at work, would the business still make enough money to provide them with an income?  If it not, how would the key individual survive financially?

Why do I need Executive Income Protection?

Executive Income Protection provides a means by which key individuals can be provided with a continued income in the event that they are unable to work due to accident or illness.  Benefit payments will be made to the business, monthly in arrears until the individual is well enough to be able to return to work or the end of the term of the cover is reached.

The real value of this type of protection is the flexibility it offers.  It can be tailored to suit the specific circumstances of each individual as well as meeting your needs by incorporating pension and National Insurance Contributions.

Protecting your Business Borrowing
Virtually every business with borrowing is dependent on certain key individuals, whether they are owners who have lent money to the business, or are directors with experience and contact which keep the business viable.  How would your business cope if these individuals were suddenly unable to contribute to its future any more?

Protecting Business Lending
Business loan protection ensures a business has the ability to repay borrowing if the key individual dies, suffers a critical illness or disability.

The principle behind loan protection is to provide insurance cover, at least equal to the amount of current business borrowing.

Why do I need to protect business lending?
Key Individuals
Often money is lent and personal guarantees given, knowing that a business has certain individuals whose knowledge, experience and contacts ensure the business remains viable.

Directors and Partners 
Directors and partners often make loans to help finance a business.  In the event of their death, loans would have to be repaid to the deceased’s estate as they fall due or as a result of lenders calling in the loan.

Obligations
If a director or partner lending money to a business suffers a disability, the business may feel obliged to repay the lending, to help support the director or partner and their family.

Business Assets
Following the death of a key employee, a business may be asked to quickly repay any outstanding lending (depending on the type of loan).  Business assets may then need to be sold at less than true value in order to repay the loans.

Clay Rogers & Partners Limited 

Making Business Insurance Simple

If you recognise the need to protect your business and its key individuals, it is important that this is done in the most straightforward way.

The Financial Services Act of 1986 has brought many benefits for clients by ensuring that their chosen financial advisers fully understand their needs and requirements, providing them with options and the most suitable solution, with the protection of independent regulators to ensure best practice is constantly adhered to.

Clay Rogers & Partners Limited is dedicated to these principles.  However, we recognise that at times it is important for businesses to be able to put business insurance into place without becoming caught up in red tape.

The advisers at Clay Rogers & Partners Limited have extensive experience of working alongside other professionals in the corporate finance community for the arranging of key employee and related business insurances.

Clay Rogers & Partners Limited is aiming to make business insurance simple.  We will support you either through face to face contact, or alternatively, for those deals that need concluding outside of normal business hours, we can arrange for insurance cover to be put into force at a time convenient to you.

Clay Rogers & Partners Limited makes use of the very latest web based technology to deliver, where possible:

· On line Business Insurance Quotations

· On Line Application Forms

· On Line Support Material and Technical Guides

· On Line Underwriting

· On Line Inception 

If you would like to find out more, or would like to put business insurance in place today, contact Tim Clay or Mark Rogers at;

Clay Rogers & Partners Limited

44/45 Water Street

Birmingham

B3 1HP


Telephone:
0121 212 9212


Fax:
0121 212 9213


Email: 
advisers@clayrogers.com
Visit us at www.clayrogers.com
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