
6 Steps to Securing Your 
Business, Profits and
Financial Well-being

Running your own business can be likened to walking a tightrope: you need to set your 
sights on where you’re going, stay focused, maintain balance, and stay on track towards 
achieving your goal.

However, in business, as in life, there are no guarantees. Things can go wrong and 
something unforeseen may happen that knocks you off course.

Being in business without having considered the risks you’re exposed to, and without the 
appropriate protection, is like walking a high wire without a safety net! 

Many people believe that when tragedy strikes, the State will look after them. 
Unfortunately, this is rarely the case. And even where state benefits are available, they are 
woefully lacking.

According to the Office for National Statistics, between September and November 2019 
there were over 2 million people of working age in the UK who were unable to work due 
to long-term sickness.

What if this happened to you? Or someone else who is vital to the success of your 
business?  

SME succession provides you with the safety net you need to safeguard your 
business and ensure your continued financial security.



Depending on the size and nature of your business, there are up to 6 steps that should 
be considered, in order to protect the things that matter most to you:

Business Continuity & Succession Planning
 
 Secure the ownership and control of your business. 
 Protect your business from the loss of key employees.
 Arrange cover for any outstanding loans that would need to be repaid.

Financial Security for You and Your Family 

 Provide a replacement income for yourself in the event of suffering serious ill health.
 Provide financial security for your dependants in the event of your premature death.
 Arrange private medical cover so you can get back to health and work in a timely manner.

These steps are explored in more detail below.

BUSINESS CONTINUITY PLANNING

Step 1: Secure the ownership and control of your business

As a director and shareholder within a limited company, clearly you and your fellow 
shareholders own the business jointly. So, what would happen if you or one of your 
co-shareholders died prematurely? Unfortunately, the deceased’s share of the business 
would not automatically pass to the surviving shareholders, instead the shares would 
form part of the estate, i.e. they would be inherited by the beneficiaries, typically the 
spouse and/or the children.

What impact would this have on your business and the remaining shareholders?  

Although the beneficiary of the shares may not be sufficiently equipped to take an active 
role in the successful running of the business, they may wish to do so, nonetheless. 
Alternatively, they may wish to sell the shares to someone else – someone the remaining 
shareholders might not want involved in the business. Of course, they could offer to sell 
the shares to the remaining shareholders, but would those shareholders be in a 
financial position to buy them? 

The situation could be equally complex and potentially damaging in the event that a 
shareholder suffers serious ill health and is no longer able to participate in the business.
 
Thankfully, there are solutions available that can resolve such issues and satisfy the 
needs of all parties concerned. Shareholder protection is an arrangement that can 
automatically give the remaining shareholder(s) the legal right, as well as the financial 
means, to purchase those shares.  



Step 2: Protect your business from the loss of key employees 

Typically, within small and medium-sized businesses each 
member of the team plays a unique and important role based on 
their particular knowledge, skills, experience, contacts, etc. One 
or more of these individuals may play a role that’s vital to the 
profitability of the company. This could be, for example, a highly 
successful salesperson or someone with significant technical 
knowledge. An important question to consider is: What impact 
would it have on your business and profits if you were to lose such 
a key person as a result of serious ill-health or death? 

It’s unlikely that other members of the team will have the time and 
expertise to be able to fill the vacancy. This could cause major 
disruption and financial harm to the business, at the very least 
until such time as a suitable replacement can be found.

Key Person Insurance will ensure that the business can stay afloat 
in such circumstances by paying out a lump sum of money to 
compensate for the resulting financial loss.  

Step 3: Arrange cover for any outstanding loans to be 
repaid 

If your business has borrowed money, either from a bank or from 
one of the shareholders, there is a risk that such borrowings may 
become immediately due in unforeseen circumstances. Should 
you or a co-owner of the business have to exit the business as a 
result of suffering serious ill health or premature death, in the 
case of a bank loan, for example, the lender could request 
repayment in full. Similarly, where the loan was made by a 
shareholder, either the shareholder (in the event of ill health) or 
the estate (in the event of death) would very likely request the loan 
to be repaid.  

Having to repay the outstanding loan(s) could put your business 
under severe financial pressure and in some cases could even 
prevent the business from staying afloat.

A suitable Loan Protection policy will provide a lump-sum 
payment to the company to ensure that any outstanding loans 
can be repaid in full, thereby allowing the business to continue 
financially unhindered. 



FINANCIAL SECURITY FOR YOU AND YOUR FAMILY

Typically, as a business owner, unlike employees of larger companies, you won’t have the 
luxury of a generous employee benefits package to provide yourself and your family with 
increased financial security. However, you do have the opportunity to arrange the 
following benefits that can be tailored to meet your personal circumstances and needs:

Step 4: Arrange for a replacement income if you can’t work due to ill health

If you’re unable to work for a prolonged period of time due to ill health, this will likely 
impact on your business, as well as on your personal finances. While there are some state 
benefits available, they are likely to, at best, only cover the most basic standard of living.
 
An Income Protection plan can be arranged to provide you with a replacement income in 
such circumstances, for anything up to 70% of your earnings. This can help you cover 
your outgoings until such time as you are fit and able to return to work, or until you reach 
your retirement age, whichever occurs 
soonest.
 

Step 5: Provide financial security for 
your dependants in the event of 
your premature death

The loss of the main breadwinner in any 
family will have very serious consequences 
for those left behind. In addition to the 
emotional suffering, this can cause 
financial hardship due to the loss of an 
income and potentially having an 
outstanding mortgage or other debts to 
be repaid.

A suitable Life Assurance policy can be 
put in place to pay your beneficiaries a lump sum that can be used to clear any 
outstanding debts and to provide your loved ones with ongoing financial security and 
peace of mind. In many cases, this can be set up on a tax efficient basis, with tax-relief on 
the cost of arranging the cover, and with the lump sum benefits being paid out tax-free. 

Step 6: Get access to private medical treatment

With the NHS under increasing pressure, if your health suffers and you need medical 
treatment, relying on the NHS could cause delays to your recovery and unnecessary 
disruption to your business. 

Private Medical Insurance can be arranged so that rather than having to wait on the NHS, 
you can get prompt referral to a specialist consultant, quick access to a private hospital 
and treatment at a time that suits you.

Having access to private medical treatment will enable you to get back to health and back 
to work with the minimum of delay.

If required, the above three benefits can also be arranged for your co-workers 
within a ‘group plan’ and can be extended to cover family members too.



Conclusion

In this e-booklet, we’ve considered some of the financial risks 
that business owners face and the resulting consequences for the 
business, the owners, and their families. We’ve also looked at 
some of the solutions available that can secure your business, 
profits, and financial well-being.
  
Perhaps the single biggest risk of all you can take in business is 
knowing there are risks and yet choosing to do nothing about 
them. 

To book a consultation and receive a free risk assessment report 
for your business, please contact John Castle:

Mobile: 07551 741008

E-mail: john@smesuccession.co.uk

www.smesuccession.co.uk
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