Insurance

Making surs your businass is ‘raiso ready’

VL investors are paying closar attention to insuranca due diligence. This is
dua to a greater awareness of emerging risks. Investors are particularhy
focu=od on risk that affect a startup’s ability to scale, block future funding.
or evan put them on the wrong side of regulatory compliance. High-profila
disputas have highlighted that strong risk management isn't optional.

Tha right insurance protects both the business and its backers. Investors
are focusing on key areas:

* Diractors & Officors (D&0O) insuranca — Shialds board membears
{often including investors) from liability.

* Key Parson insurance — Mitigates the financial risk of losing a founder
or critical leader.

* Cyber liability insurance — Ensures resilience against cyber threats,
now essantial with rising data braaches and ragulatory fines.

* Intellectual Property (IP) insurance — Safeguards innovation and
pravents lagal setbacks.

This shift signals a more matura VIC ecosystem —one that values resilienca
as much as ambition. For startups, getting the right coverage isn't just
about managing risk. It's about provimg thay're investment-ready.

Danial Barrett-Nembhard
Director of Legal,
MMC Venturas

“As startups prepare for future funding rounds, comprehensive
insurance coverage becomes a critical governance factor. VCs (and
the LPs which back them) increasingly scrutinisa risk managament
as a sign of operational maturity. We issue tarm sheats with specific
insurance requirements around D&O, key-man and increasingly -
givan today’'s dimate - cyber. Inadequate coverage i a diligenca
risk factor which can delay deals and, whera material risks are
identified, increase exposure to liability at company and/or founder
lenwal. Gatting insurance right early demaonstratas to VCs that
founders understand the importance of protecting their business
interests both now and in the future as the company scales.”

Capsula’s recommeandad insurance limits — understanding theo right level of cover at different growth stagas.

Directors & Officers {D&0) Insurance

* VC Pearspactive: Protacts board members
[including inwestors) from personal liability.

* Business protection: Attracts strong leadership
and reassures investors.

Kay Parson Insurance

*  VC Porspective: Starfups rely on key
individuals —losing them can destabilise the
business.

* Businass protaction: Covars operational
disruptions and raplacemeant costs.

Cyber Liability Insurance

*  VC Porspective: Cyberattacks can cripple tach
startups, leading to major losses.

* Businass protaction: Ensures resilionce against
cybar thraats.

Intallectual Pro IP} Insurance

*  VC Perspective: Startups depend on IF, and
legal disputes can be costly.

* Businass protaction: Critical for innovative
startups to prevent legal disputes from stalling
gromth.

Capsule

Directors’ & Officers’ Liability

Industry £0-5m raised £6-20m
MNon-regulated £1m £2m
Regulated £1m £3m

Keay Parson and Critical lliness Protaction

E0-1m revanua £1-5m
Life insurance E200K £200k
Life insurance + £200k £200k

critical illness

Cyber Liability and Professional Indemnity

Industry £0-1m revenue £1-Bm

BZB £1m £Z2m

B2C £1m £Z2m
Intallactual Proparty (IP)

£0-bm revenua £5-25m

E1m E1m-£2m

£21-60m £61-100m £101-250m
£3m fhm £10m
E&5m fhm+ E£10m+
E6-25m £25-50m EROm+
E300k EE00k E1m+
E300k EE00k E1m+
ER-25m £25-50m E50m+
£3m Ebm £10m
£bm Ebm E£10m+
E25-100m E100m+
£2-£5m £am-£5m

These guidalines are genaral in nature and may not be right for your business. Please refar 1o the
T&Cs of any policies offered or purchased. Insurance products offered are subject 10 application and

undanwritng requirements.

4P HsBC innovation Banking




