KEY MAN LIFE INSURANCE 

Do you own business with a partner or partners?

Would you like to provide security for your loved ones in the event of your death?  

Would you like to leave behind a financially sound estate for your beneficiaries?
If you answered yes to any of the above questions, a key man life insurance policy may be the answer for you.

I am sure you will want to know, that in the event of your death, the business you have spent your lifetime building will be in good hands.  You will also want the peace of mind in knowing that your loved ones will enjoy the maximum benefits of your business’s assets.
There are two main concerns to consider; who will take over control of your business and estate and will they have enough funds to run the business during this transition time, go through probate and pay any possible estate taxes?

If your beneficiary is not the legal owner of your business, they will need to go through what is called “probate” in order to gain control of your assets.  The fee’s associated with this run on average 5% of your estate.  If your estate is worth over $2MM, then your beneficiaries may be required to pay estate tax which can run as much as 50% of your estate.  If your beneficiaries do not have the cash to pay for probate and/or estate tax, the government can acquire your business.

If your spouse and/or beneficiaries do not need any immediate funds at your time of death and they are willing to take over managing and running your business then that may be a good plan for you.  Another option would be to transfer the business to another.  This would entail selling your business to an unknown party or to a business partner or partners.

A third option to consider would be to buy out or sell out to any partners that co-own your business.  If the best solution for your beneficiary is to sell to or buy out your partner or partners, a buy-sell agreement works well.  Life insurance can provide enough funds to assure that your family will receive an optimum value for the business.   This gives them the best bargaining power as they have the money to buy out the other party.  With this being said, in a partnership agreement, the partners should have life insurance on each other combined with a buy-sell agreement stating a structured plan to cash out the family of the partner that died.  Most people prefer to do business with their business partner and not their mourning beneficiaries.
Please note that no attempt is made to offer legal advice.  For legal options and written agreements, you should contact your legal and tax advisors. Your tax advisor should be able to tell you what the financial repercussions of your death would cause your beneficiaries.   Who you want to protect or what you would like to leave behind for them is up to you.  A life insurance policy can provide an easy solution to many of these needs.  

This article was written by Stacey A Scott Odem of Madison Avenue Insurance Group; A Farmers Insurance Agency in Woodinville.  She can be reached at 12900 NE 180th St, Ste 130 Bothell, WA 98011 Telephone 425.481.1430 Email ssinsurance@earthlink.net.

