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For many entrepreneurs, building a successful business means being involved in almost

every decision. Knowing the customers, manage key relationships, approve payments,

oversee strategy, and often act as the driving force behind the company’s success.

While this hands-on approach can be highly effective, it can also create a hidden risk.

Could Your Business Continue Operating Without You?

If your immediate answer is “I’m not sure”, your business may be carrying a significant

hidden risk.

Many owner-managed companies are structured  around one individual who is both the

sole shareholder and director. This structure provides a clear advantage in:

Fast decision-making

Complete control

Minimal administration and bureaucracy

Clear strategic direction

However, it also creates significant risks. Where ownership, management authority,

commercial relationships and business knowledge all sit with one person, the company

may be exposed both during the owner’s lifetime and on their death.

The issue isn’t whether the business is successful today. The issue is whether it would

still function effectively if the owner became unavailable

Risks While the Owner is Alive: What Happens if you are Temporarily Unable to Act?

Most business continuity planning focuses on long-term events, but short-term

disruptions can be equally damaging.

Consider the impact if the owner becomes seriously ill, is hospitalised, loses mental

capacity, or is unexpectedly unavailable for a period of time.
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Without someone authorised and equipped to act, businesses can quickly encounter

challenges such as:

Delayed payroll and supplier payments

Inability to approve banking transactions

Contracts left unsigned

Customer issues unresolved

Missed regulatory deadlines

Delayed strategic and operational decisions

A sole director structure can also weaken governance and internal control.

A sole director structure can also weaken governance and internal control. There may

be limited segregation of duties, little independent challenge of decisions, and no formal

mechanism for reviewing important judgements such as forecasts, valuations, financing

decisions or related party transactions. This does not mean the business is poorly run,

but it does mean that errors, bias, fraud risk or poor decisions may be harder to identify

and correct. External stakeholders, such as banks, investors, suppliers and customers,

may also view the business as more dependent on one individual than on a resilient

management structure.

A business that depends entirely on its founder can be perceived as carrying a higher

level of risk.

The Critical Risk: What Happens if the Sole Director Dies?

The risks become more serious if the sole owner dies, particularly where they are both

the sole shareholder and sole director.

Shares do not automatically transfer to another person who can immediately run the

company. They will usually pass under the owner’s Will or, if there is no Will, under

intestacy rules. The deceased’s personal representatives may need to obtain probate or

other formal authority before they can deal with the shares. This can take time, and

during that period the company may be unable to make key shareholder decisions.

The company’s articles of association are critical. If they allow personal representatives

to appoint a new director, the position may be regularised relatively quickly.

However, if the articles do not contain suitable provisions, the company may fall into a

circular problem: there is no director to update the register of members, and no

registered member able to appoint a director. In that situation, the estate may need to

apply to court to resolve the position, which can be costly, uncertain and disruptive.

In the meantime, the business may be effectively paralysed.

Bank accounts may be frozen or inaccessible,

Payroll and supplier payments may be delayed,

Contracts may be impossible to approve, and

Urgent commercial decisions may be left unresolved.
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The longer the delay, the greater the risk that employees, customers, suppliers and

lenders lose confidence. In severe cases, an otherwise viable business can suffer

permanent damage simply because no one has legal authority to act.

The Importance of Forward Planning

These risks can be managed, but they need to be addressed before a crisis arises. For

many business owners, the challenge is knowing where to start.

The first step is often a review of the company’s articles of association, the owner’s Will,

the business’s management structure, and the practical arrangements that would apply

if the owner became unavailable or died.

This review can identify whether there is a clear route for appointing a new director,

transferring shares, maintaining access to bank accounts and systems, and ensuring that

key decisions can still be made.

Forward planning does not need to be overly complex, but it should be deliberate and

tailored to the business. It may involve appointing an additional director, documenting

key processes, ensuring appropriate access to banking and accounting systems,

identifying trusted advisers, putting lasting powers of attorney in place, and aligning

succession arrangements with the company’s constitutional documents. Where there

are other shareholders, intended successors or family members involved, shareholder

agreements, cross-option arrangements and life assurance may also be relevant.

Ultimately, the issue is not whether a sole owner business can work well—it often can.

The issue is whether the business can continue if the owner is unavailable, incapacitated

or has died.

How Can We Help

Many business owners spend years building successful enterprises yet never fully

consider what would happen if they could no longer lead the business personally.

The most resilient businesses are not those that never face disruption. They are those

that have planned for it.

At Dixcart UK, we help business owners review their current arrangements, identify

potential gaps and implement practical succession and continuity planning strategies.

Our multidisciplinary team provides expertise across private client services, taxation,

business advisory and corporate structuring to help ensure your business remains

protected if the unexpected happens.

A short review today could prevent a significant problem tomorrow.

If you would like to review your position or discuss your business continuity, succession

planning or governance arrangements, please contact our team at

advice.uk@dixcart.com.
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