
Pay Life Insurance With the Help of a 
Limited Company and Save Tax 

 

Life insurance is a crucial financial tool that offers peace of mind and protection to your 
loved ones in the event of unforeseen circumstances. For UK residents who own a limited 
company, there's a lesser-known but highly advantageous method to secure life insurance 
while maximising tax benefits. By paying for a life insurance premium through your limited 
company, you can safeguard your family's future and potentially save on taxes. In this article, 
we'll delve into the benefits and considerations of this approach, exploring how it can 
benefit you and your business. 

Understanding Life Insurance for UK Limited Companies: 

Life insurance is a contract between the policyholder and an insurance provider, offering a 
lump-sum payment (the death benefit) to designated beneficiaries upon the policyholder's 
passing. When life insurance is acquired through a limited company, the company becomes 
the policyholder, and the premiums are paid from the company's funds. 

Tax Advantages of Paying for Life Insurance through a Limited 
Company: 

https://mountviewfs.co.uk/pay-life-insurance-with-help-of-limited-company-save-tax/
https://mountviewfs.co.uk/how-much-does-life-insurance-cost-uk/


 

#1 - Corporation Tax Deductibility: 

One of the significant advantages of using your limited company to pay for life insurance is 
that the premiums are often treated as a business expense and can be deducted from your 
company's taxable profits. It reduces the overall taxable income of the company, leading to 
potential tax savings. 

#2 - No Personal Income Tax Liability: 

When life insurance premiums are paid through your limited company, you are not 
personally funding the policy. As a result, the tips are not subject to personal income tax, 
providing a tax-efficient way to secure life coverage. 

#3 - Inheritance Tax (IHT) Planning: 

Life insurance plans paid through a limited company can play a strategic role in inheritance 
tax planning. The death benefit is paid to the company tax-free upon the policyholder's 
death. This amount can then be used to distribute tax-efficient assets to beneficiaries or 
cover potential IHT liabilities. 

Also Read: Want To Buy Whole Of Life Insurance? Understand The Pros And Cons 

Considerations Before Opting for Life Insurance through Your 
Limited Company: 

https://mountviewfs.co.uk/understanding-mortgage-broker-fees-uk/
https://mountviewfs.co.uk/know-about-life-insurance-policy-plans/
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#1 - Appropriate for Specific Companies: 

 

While paying for life insurance through a limited company can be beneficial, it may only be 
suitable for some businesses. Typically, this approach is more advantageous for companies 
with surplus profits and sufficient cash flow to cover the premiums without compromising 
essential business operations. 

#2 - Benefit-in-Kind (BiK) Tax: 

If the company pays life insurance premiums for a director or an employee, HM Revenue & 
Customs (HMRC) may consider this a benefit-in-kind. In such cases, the individual may be 
subject to income tax on the value of the benefit. 

#3 - Pensions and Alternative Tax-Advantaged Options: 

Before deciding on life insurance through your limited company, explore other tax-efficient 
options like pension schemes, which may offer similar benefits. Additionally, seek advice 
from a qualified life insurance advisor who can assess your circumstances and suggest the 
most suitable plan. 

Also Read: Understanding How Much Life Insurance Cost in the UK 

How to Get Life Insurance through Your Limited Company: 

#1 - Assess Your Company's Financial Situation: 

https://mountviewfs.co.uk/mortgage-broker-rush-green/
https://www.gov.uk/government/organisations/hm-revenue-customs
https://www.gov.uk/government/organisations/hm-revenue-customs
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Determine if your company can comfortably afford the life insurance premiums without 
adversely affecting its core operations and financial stability. 

#2 - Choose the Right Life Insurance Plan: 

 

There are various life insurance plans available, such as term life insurance, whole life 
insurance, or critical illness coverage. Consider the range needed based on your personal 
and family circumstances. 

#3 - Consult a Life Insurance Advisor: 

Collaborate with a knowledgeable life insurance broker who provides tailored advice for 
limited company directors and shareholders. They can guide you through the process, 
ensuring you select the most appropriate policy and maximise tax savings. 

Navigating the complex world of life insurance and tax implications requires expertise and 
guidance. This is where Mountview Financial Solutions, a leading life insurance advisor in 
the UK, comes into play. With a team of seasoned financial experts, Mountview Financial 
Solutions is dedicated to helping clients find the most suitable life insurance plan tailored to 
their unique needs while optimising their tax position. 

Also Read: Life Insurance Taxes: Understand UK Life Policy Rules 

Conclusion: 
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A key tool for ensuring your family's financial future is life insurance. If you own a limited 
company in the UK, paying for life insurance through your company can be tax-efficient, 
providing benefits for you and your business. Deducting premiums from corporation tax and 
avoiding personal income tax on the dividends allows you to protect your loved ones while 
maximising tax advantages.  

However, assessing your company's financial situation is crucial and consulting a qualified 
life insurance advisor to ensure you choose the right plan and structure for your unique 
circumstances. So, step towards safeguarding your loved ones' future while optimising your 
tax strategy by exploring life insurance plans through your limited company today. 
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