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A unique type of reserve fund is required for this purpose, 
because no one knows exactly when it will be needed. There is 
only one way to produce the cash needed at the moment it is 
needed: a Key Person life insurance policy. 
 
Instead of draining the firm’s surplus or working capital or 
straining its credit to provide the needed cash after the death of 
a Key Person, life insurance provides the cash, tax-free. 
 
Benefits:  

• The life insurance policy is an asset of your business. The cash 
surrender value becomes part of your balance sheet.  

• The policy’s loan value is generally available without publicity, 
irrespective of business conditions, the money market or credit 
restrictions. The life insurance company cannot deny you a 
loan as long as there is loan value in the policy, unless you 
have pledged the policy as collateral or it has become subject 
to a creditor’s lien.  

• Policy cash values can be used as collateral for bank loans, 
making cash available in the event of default.  

• Annual increases of the policy’s cash values are not currently 
taxable to the business.  

• Ownership of Key Person life insurance can help to assure 
banks and other creditors that the firm’s debts will be paid in 
the event of the Key Person’s premature death. 
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