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The request to include ‘associated companies’ on a management 
liability policy is common. The response from underwriters is not. Whilst 
every request is unique, there are some general considerations which 
frame a discussion around adjusting the policy beyond the standard 
policyholder and subsidiary framework. At the same time, it should be 
recognised that it may not be a unilaterally positive posture to include 
these organisations.  
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Under UK tax law, a company is an ‘associated company’ of another company if one of the two 
has control of the other, or both are under the control of the same person or persons (Corporation 
Tax Act 2010). Here, it is evident that the insurable interests of organisations are aligned, so the 
case for a single policy is strong. In a broader sense, and in different contexts, an associated 
company is one in which the ‘parent’ owns only a minority stake, so it may not have the control. It 
is in these scenarios that the case for inclusion weakens. 

Some underwriters will take the position that each organisation should buy a policy, and this is 
particularly the case where transactions take place on inflexible e-trade systems. However, this 
can fail to reflect the practical reality and underwriters should seek to understand the nature of the 
relationships. Key to these considerations will be:

• whether the business activities are similar or related;
• if the board composition is common or similar; 
• if ownership is common or similar. 

If an associated company has non-common directors and non-common shareholders, the case 
for a single policy can be fatally flawed. It would often not be in the interests of directors to tie 
their policy fortunes in with other organisations over which they have less or no influence, control 
or operational knowledge. The road runs both ways here and the interests of the non-common 
directors needs to be considered, too. 

Having accepted the case for covering associated companies, it is important that it is done so 
properly. Lumping organisations together into the policyholder definition creates tension with 
the mechanics of some of the potentially most vital elements of the policy, such as providing 
instructions to terminate or to invoke discovery, with these needing to come from ‘the policyholder’ 
to be valid. Another potential difficulty is around divestment or insolvency. Without control of the 
policy, it is much more difficult to influence the availability of future cover and underwriters are 
better equipped to be able to cherry pick if circumstances change, with run off very much less 
likely to be available in these situations. 

Pricing adjustments are to be expected, although not necessarily a fixed feature. Clearly, a policy 
per company approach carries a greater cost and it is reasonable to expect that an underwriter 
would alter the premium if organisations that are not part of a single structure are brought together 
in the same policy. The counter argument here is that if the associated companies were actually 
part of a group, the pricing framework could be likely to be the same because the rating data points 
are not precise enough to pick up the difference within a larger number. Again, much depends on 
the fact patterns in each case but, on balance, the argument favours the underwriter here.
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It is important to keep in mind that well-constructed policies will recognise the risk of directors 
managing and representing minority interests in other organisations, typically joint ventures, and 
will automatically provide contingent cover. What is clear, though, is that there is no ‘one size 
fits all’ answer and it most often needs a conversation to consider the risks and benefits of the 
respective outcomes, or whether or not a case for inclusion exists in the first place.
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Want to find out more?
Call: 0161 241 3550 
Email: enquries@mprunderwriting.com

Visit our website to find out more about our products and to keep 
up to date with the latest financial lines insights.

www.mprunderwriting.com 


