GUIDE TO
BUSINESS
PROTECTION
FOR BUSINESS
OWNERS

This guide is for information '
purposes and doesn't constitute
financial advice, which should be
based on your individual
circumstances. Cover will cease on
insurance products if premium
payments are not maintained.

Should you need financial advice

you should speak to a trusted

financial adviser (like us).

FINANCIAL PLANNING

As a financial planning firm our goal is to ensure that your business is protected
from unforeseen events. These events could disrupt operations or threaten its

success. This guide covers crucial business protection strategies. It includes
shareholder protection, key person insurance, and loan protection. We will also
discuss the importance of Articles of Association.




What is Shareholder
Protection?

Shareholder protection is an
insurance policy. It gives financial
security to the other shareholders.
If a shareholder dies or is very ill it
lets the surviving shareholders buy
the deceased's shares. This ensures
business continuity and stability.

Benefits of Shareholder
Protection:

Continuity of Control prevents
unwanted parties from getting
shares. It ensures that the business
stays under the control of the
existing shareholders.

Financial security provides funds
to the remaining shareholders.
They use the funds to buy the
deceased shareholder's shares.
They buy them at an agreed value.

It reduces disputes among owners
and potential beneficiaries. Such
as the value and sale of shares.

Implementation Steps:

»

»

»

»

1. Determine the value of each
shareholder's shares.

2. Create a shareholder agreement
outlining the terms of the buy-out.

3. Each shareholder buys a life
insurance* policy worth the value
of their shares. They should name
the other shareholders as
beneficiaries. Create the right
agreement for your needs such as
a cross-option agreement or
automatic accrual.

4. Review and update the
valuation and agreement often.
Do this to show changes in the
business.

(*Critical lliness can also be
added to the policy)



2. KEY PERSON INSURANCE

» Key person insurance is a life or critical illness policy. A business takes it out
on its most valuable employees. These people have skills, knowledge, or
leadership. They are crucial to the company'’s success.

Benefits of Key Person
Insurance:

» It provides a lump sum to the
business. This can cover financial
losses and aids in recovery if a
key person becomes unable to
work.

» The policy helps keep the
company running while a
replacement is found or other
employees are trained. It can
cover any costs associated with
replacing the key person.

» It can enhance the company's
creditworthiness. It shows lenders
and investors that risks are

» managed.

Implementation Steps:

>
Determine which employees
are critical to the business.

» Take out
life and critical illness policies for
each key person. Insure them for
an appropriate amount.

» Ensure the
amount reflects the key person's
contribution and financial
impact.

Loan protection insurance is for
outstanding business loans. It covers
them if a business owner or key person
dies or becomes critically ill. It ensures
that loans can be repaid without
burdening the business.

Benefits of Loan Protection:

» Ensures that
business loans are paid in full. It
prevents financial strain on the
company.

> Maintains the
company's credit rating by avoiding
missed loan payments.

» Provides security for
both the business and lenders.

Implementation Steps:

» 1. Assess Loans: |dentify all
outstanding loans and their
respective terms.

» 2. Insurance Policies: Get loan
protection insurance. It covers the
amount of the loans.

» 3. Monitor loan amounts closely and
make adjustments when required.



Understanding how shares are managed and protected in the event of a
shareholder's death or critical illness is crucial for maintaining stability

within a company. Both Articles of Association and Shareholder
Agreements address these scenarios but in different ways.

By comprehending these differences, shareholders can better safeguard
their interests and ensure smooth transitions during challenging times.
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Articles of Association (AocA)

Definition: Public document
outlining rules for company
management.

Legal Requirement: Mandatory
for incorporation.

Public Access: Filed with
government authorities, publicly
accessible.

Scope: Covers company name,
objectives, share capital,
shareholder meetings, director
appointments, and share
issuance.

Amendment: Requires a special
resolution (typically a 75%
majority vote).

Shareholder Protection: Basic
protections; limited minority
shareholder rights through
voting and pre-emption rights.
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Shareholder Agreements (SHA)

Definition: Private contract among
shareholders detailing their rights
and obligations.

Legal Requirement: Optional,
supplementary to the AoA.

Private Access: Not filed publicly,
remains private among shareholders.

Scope: Includes share transfer rules,
rights of first refusal,
drag-along/tag-along rights, veto
rights, dispute resolution, dividend
policies, and non-compete clauses.

Amendment: Defined within the
agreement, often requiring
unanimous or significant majority
consent.

Shareholder Protection: Enhanced
protections, particularly for minority
shareholders; flexible and tailored to
specific needs; includes specific
rights and detailed mechanisms for
dispute resolution and fair treatment
in share transactions.




SUMMARY:

While the Articles of Association provide the basic framework for the company's
operations and governance, they are more rigid and less detailed in terms of
shareholder protection. The Shareholder Agreement, on the other hand, offers

a more detailed and customizable approach to protecting shareholders’ interests,
especially for minority shareholders, and can address specific concerns and
scenarios not covered by the Articles. Both documents are essential for the
smooth operation and governance of a company, with the Shareholder Agreement
providing additional layers of protection and clarity for the shareholders.

It is crucial that in addition to your Articles of Association, you have a Shareholder
Agreement in place and that your Shareholder protection is set up in the correct way.

5. THE BENEFITS OF INSURANCE
FOR BUSINESS PROTECTION
» Insurance reduces financial risks.

These are from the loss of key people
or the inability to repay loans.

» It provides the funds a business
needs. They keep operations running
during hard times.

» It instills confidence in stakeholders.
These include employees, investors,
and creditors. It does this by
demonstrating proactive risk
management.

» It safeguards the business and its
owners from potential legal and
financial harm. It is due to

unforeseen events.

Implementing comprehensive business protection strategies is crucial for safeguarding your

company's future. Shareholder protection, key person insurance, and loan protection are vital.
They are key parts of a robust business continuity plan.

It is crucial that the correct agreements are in place around shareholder protection. They will
ensure your business's long-term success and stability. This is true even if the worst were to occur.



