
H O W  I T  W O R K S

1. The business applies for and

owns a life insurance policy on the

key employee. The business is also

the beneficiary.

2. At the death of the key

employee, the business receives

the death benefit and uses

it for related business expenses or

losses.

W H A T  I S  I T

Key employee life insurance is

owned by a company on the life of

one of its important employees.

The death of a key employee can

cause serious problems to a

business such as lost sales, lower

earnings and added costs for

hiring and training a replacement.

Key employee life insurance

provides a death benefit that helps

the business replace these costs

and operate smoothly after losing

a key employee.

K E Y  E M P L O Y E E

L I F E  I N S U R A N C E

B E N E F I T S

• Protects a business from
losses caused by the death of a
key employee.
• Can also be used to fund
entity redemption buy-sell,
nonqualified deferred
compensation and cross-
endorsed split-dollar
agreements.
• Provides death benefit as
tax-free income to the
business.
• Business can use cash value
in case of an emergency.
• Policy can be terminated or
transferred if a key employee
leaves the business.

C O N S I D E R A T I O N S

•Written EOLI Notice and
Consent rules apply.
• May have transfer for value
issues. 
• May be subject to corporate
creditors.
• Employee has no rights to
the policy.
• Premium payments are not
income tax-deductible by the
business. Health of the
employee affects insurability.

The information contained herein has been obtained from a third party source which is
believed to be reliable but is subject to correction for error. Fiduciary Financial Advisors LLC

does not give legal or tax advice. The information contained does not constitute a
solicitation or offer to buy or sell any security and does not purport to be a complete
statement of all material facts relating to the strategies and services mentioned. Past

performance is not a guarantee or representation of future results.
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