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How Key Employee Insurance Works

Good employees are hard to find, but key employees are hard to replace. Key employee insurance is designed to help 
minimize disruption caused by the death of a key employee. This illustration shows how key employee insurance works: 

Business

Insures

The business pays the premium, 
owns the policy, and is the 
beneficiary of the key employee. 

Key Employee

Upon the death of the key employee, 
the insurer pays the death benefit to 
the business. Death benefits may be 
used to fund replacement costs or 
other expenses. If the key employee 
lives to retirement, the policy's cash 
value may be used to fund a 
nonqualified deferred compensation 
plan. 

Dies or Retires
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