The Smart Choice for Business Transfer part II
TWO KEY RISKS TODAY ARE THE RISK TO PROPERTY AND THE RISK TO PEOPLE.

As the Small Business Administration (SBA) points out, “material losses to a business can usually be repaired or replaced.  Loss through death is always total and only people can replace people”.

Case in point: When TWA flight 800 crashed in July 1998, the loss of key employees changed the future of three small to mid-range businesses:

· A merger between two companies was cancelled

· A small telecommunications company’s sales dropped suddenly

· A mid-size company deferred its growth plans indefinitely

Key Person insurance is more important now than ever.  Today’s companies run on people not machines.  It’s intellectual capital that powers business, and the loss of a key person could spell disaster for your company.  While many companies will spend a great deal to insure against fire, often the loss of a Key Person is far more likely.

WHO ARE THE KEY PEOPLE IN YOUR COMPANY? 

They are the one’s with special training, sales prowess or leadership charisma that keeps your business flourishing.

Whether that person embodies a technical advantage, a leadership advantage or sales advantage, Life insurance for key people is the best solution to protect your business from an expected or unexpected loss.  According the SBA, “Life insurance is the most economical and cost effective means of providing cash because, during life the cash value constitutes an increasingly liquid tax-advantaged reserve available to help meet financial needs of the business and at death, the full proceeds are immediately available.”

These proceeds can fund the transition for a new person to take over the position and offset loss of revenue in the meantime.  Whether it’s a loss of sales contracts, leadership or technical expertise, with Key Person insurance, your company will have the resources to weather the financial consequences of an unexpected loss.

THE BUSINESS ADVANTAGE OF PERMANENT INSURANCE

While many associate term insurance with Key Person coverage, a more permanent type of insurance is the better solution today.  The SBA notes that the primary purpose for insurance is to indemnify the business for the loss of a key employee; but with permanent insurance, the policy may deliver a business advantage, such as:
· Provide funds for sudden emergencies or unexpected opportunities

· Bolster the credit standing of a company

· Serve as collateral for confidential policy loans at a guaranteed rate

· Provide funds that the company could use for the insured employee’s retirement

· Serve as the incentive to stay with the company

WHICH PRODUCT IS BEST FOR YOU?

1) Do you plan for the key employee to be with the company ten years or more? Y   N

2) Do you plan to provide a supplemental retirement or incentive plan for your key employees in the future?  Y   N

3) Do you have stable cash flow and earnings?  Y  N

If you answer “yes” to all three questions above, consider permanent insurance.  If you answered “no” to any of them consider term insurance.
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