
We understand that sometimes employees leave their employment due to 
illness or injury, which is why we will consider the circumstances and whether 
we are able to pay income benefits direct to an employee. This is a standard 
feature of our terms and conditions, and provided at no extra cost.

Where we pay direct, the definition of disability will not change once they have  
left employment.
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Essential information

We need to know as soon as 
possible that an employee is 
leaving, as we need to check  
the following:

• The deferred period has been 
completed.

• Adjustments under the equality  
act 2010 have been evaluated 
and implemented where the 
employee is disabled.

• That we have agreed that the 
claim is, or remains, valid.

Once a Pay Direct case has been 
accepted, we’ll send you two sets 
of paperwork to be completed.  
The first is for your agreement to 
sign over the benefits to the 
employee and confirm the 
agreed date the employment will 
be terminated. The second is for 
the employee, which will ask for 
basic information such as 
national insurance number and 
bank details. Once the final 
calculations have been made, we 
will write to inform you and the 
employee of the level of income 
benefit which will be paid.

11 Things to consider

We will supply you with detailed  
terms and conditions and you 
are expected to make the 
employee aware of the following:

• When a member receives 
income benefit directly any 
entitlement to state incapacity 
benefits may be reduced.

• If an employee has fringe 
benefits related to their 
employment, such as death in 
service benefits, it is likely 
these will stop.

• Termination of employment  
will also mean any employer 
pension contributions or 
national insurance 
contributions under the policy 
will cease. As well as any 
entitlement to lump sum cover.

• Basic rate tax will be deducted  
from payments we make direct, 
however, the employee is 
responsible for declaring this 
income to their tax office. 

12 What to expect after  
Pay Direct begins

Payments will, in most cases, be 
made monthly direct to the 
employees bank account and our 
dedicated case managers will stay  
in touch with the employee to keep 
up to date with their circumstances.

Equity partners

Finally, there are a couple things you 
need to know in regards to equity 
partners. Current HMRC practice 
states that benefits payable to 
equity partners are not subject to 
income tax if premiums were paid 
from their taxed income. Premiums 
for equity partners are not business 
expenses. When paying an equity 
partner, we’ll ask you to confirm that 
the premiums were paid from the 
partners taxed income, if this is the 
case then we will pay the benefit 
without stopping tax. If the employee 
is a partner in a firm, the partnership 
agreement requires them to leave if 
incapacitated and the firm is the 
policy owner, we will continue paying 
benefit direct to the employee.
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