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Business loan protection insurance provides funds to repay a 
loan, commercial mortgage, venture capital loan or director’s 
loan and provides a safety net in case the borrower (typically 
a business entity) is unable to repay the loan due to certain 
unforeseen events.

The Benefits of Business Loan 
Protection Insurance
Many businesses take out loans when they start out or expand. 
Their ability to repay the loans often depends on a few key 
people and failure to repay could threaten the company’s 
operations. 

The purpose of business loan protection is to provide financial 
security and peace of mind to the business owner and their 
family, as well as to the lender. With the insurance in place, 
the business owner’s family won’t be burdened with loan 
repayment in the event of an unfortunate incident, and the 
lender has a greater chance of recovering their funds in case 
of default.

It is essential to carefully review and understand the terms 
and conditions of any business loan protection policy before 
purchasing it, as coverage levels, exclusions, and premiums 
can vary significantly between different insurance providers. 
Additionally, not all business loans require this type of 
insurance, but it can be a valuable option for certain businesses 
and borrowers seeking extra protection.

Tax relief on premiums
If a plan is taken out to repay a business loan, it’s unlikely that 
tax relief will be given on premiums. However, provided the 
proceeds are used to repay the loan, there should be no tax 
liability on pay-out. 

Help choosing the right cover
As with all insurance and protection, it is important to seek 
professional financial advice so you can consider such factors 
as who will be responsible for the repayment, term of the 
loan and should the sum assured be fixed or decreasing for 
example. 

Business loan protection, also known as business loan insurance or business loan 
repayment insurance, is a type of insurance policy designed to protect a business 
and its owners from financial risks associated with outstanding loans. 
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Key Considerations
The coverage and terms of business loan protection 
may vary depending on the insurance provider and the 
specific policy. However, common scenarios where this 
insurance might come into play include:

Death: in the unfortunate event of the business owner’s 
death, the insurance can help cover the outstanding loan 
balance, ensuring that the business is not burdened with 
the repayment.

Disability: if the business owner becomes disabled and 
unable to work, the insurance may assist in servicing the 
loan until the owner recovers or the loan is repaid.

Critical illness: some policies might cover critical 
illnesses specified in the insurance contract, which 
could prevent the business owner from fulfilling loan 
obligations.

Involuntary unemployment: in certain cases, business 
loan protection may provide coverage if the business 
owner loses their job involuntarily and struggles to 
repay the loan.

You can protect the full loan or mortgage amount with 
life cover, or life and critical illness cover. 

When you make a claim, the sum assured is paid either 
to the business or directly to the lender if the policy has 
been assigned.


