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?Key to security: Don’t overlook insurance policies

.. Many ‘small busincn owners
may feel particularly vulnerable
to risk because
much of their
businesses suc-
cess depends on
one person or.a
few key employ=
cea, Because no
business can
insulate itself
completely from
very risk, get-

ERIC 1.
ZIMMERMAN  ting protection

and planning
ahead is vital to being prepared
for the worst-case scenario,

As part of this planning, small
business owners should consider
key employee lifo and/or disabil-

-—ity insurance. Koy employee life
insurance is insurance written
on the life of an organization's
officer or other key employeo,
the loss of whom would cause
the organization financinl hard-
ship. In gencral, 8 key employ-
ec can be anyone who i is respon-

B Loss of munugement skill
and experience.

M Disruption in sales or busi-
neas production.

M Credit difficultics,

M New cxpenses as a result of
hiring and training a replace-
ment for the key employeo,

Key employee life insurance
works like individual life inaur-
ance; when thoe insured dies, the
pohcy pays out a benefit, How-
ever, instead of an individual
insuring him or herself or a
family member, the business
owns the policy and pays the
premium. If the insured dies,
the. business is the beneficiary
and will receive the policy pay-

out,

Structurally, many key
employeo life insurance policies
are set up as permanent policies
that build cash value over time.
However, a smaller buainess
can choose a term life policy
instead, if cash flow is an issue.
The term policy may be nble to

- pible for
. is highly paid, has a significant
effect on snles or has a special
‘rapport with customers and
+ creditora.
i If a key employee dies, a busi-
iness typically suffers in four
“ways:

Is the U.S. Navy a potential
1stomer for your goods or
ervices? Find out what the
avy procurement nceds are at

be ] to a permanent
policy at a later date.

In this case, premiums are
pnid until the employee retires
or leaves the company. The cash
value can then be used to infor-
mally fund a deferred compen-
sation pay out if the key

Reservations nre required, A
continental breakfnst and box
lunch are included in the $40
registration fee. The event is

1 by the Schoolcraft

employee remains wnth the com-
pany for a certain length of
time.

How much coverage is neces-
sary? The amount can range
from the equivalent of the key
employces basc salary to ns
high as 10 or 16 times his or her
snlary. Most sinnll business do
best with a payout of two to
three times the key employce’s
salary. Key employee life insur-
ance policies are not only afford-
able, but investors and lenders
often will insist you purchnse n
policy to protect their invest-
ment,

Typical benefits of key
employee life insurance include:

W Corporate redemption of
stock owned by the key employ-
e,

B Indemnification of lost cor-
porate profita.

M Payment of outstanding
obligations.

B Increased working capital.

When the right type and
amount of insurance are used;
key

employee life insurance ean
also include informal funding of
a key employee's death, disabili-
ty or retirement benefits. Pre-
miums are not included in a key
employce's income and are not

{‘Schoolcraft seminar teaches how
to do business with government

GSA is the largest government
buyer, purchasing more than 4
million products and services
directly from 9,000-plus com-

ip day-long at School-
‘craft College Tuesday, June 11.

;' A team of specialists from the
*Small Business Office of the

Collcgu Busmcss Development
Center and the office of U.S.
Rep Joc Knollenberg. For

-Navy at M Penn.,
will not only explain what the
Navy needs, but will describe
how te become a Navy

ion or to register, call
734-462-4438.

High-end information tech-

nology panics can loarn

Topics include the Nuvys cur-
rent business practices, clec-
tronic commerce and the Navy's
online busincss practices.
There will be a question and
Epnsw_or period.

about providing goods and serv-
ices to the General Services
Administration at a business
seminar scheduled 9 a.m. to
noon Tuesday, June 18, semi-
nar at Schooleraft.College. The

mercial

A GSA rcprem,ntnuw_ from
W, D.C. will d ik
the steps involved in becoming
n GSA supplier. Reservations
are required. The fee is $35 per
person. For information, call
the Business Development Cen-
ter at 734-462-4438.

Schooleraft College is located
at 18600 Haggerty Road,
between Six and Seven Mile
roads, just west of [.275.

Your husiness is only as sma!l as its bandwidth,

Make It happen with broadband solutions from Road
Runner Busingss Class. Our cable-based network is up to
100 times faster than dial-up Internet. There's no waiting
1o get connected, no frustration while files download,

So go ahpad, serve customers faster, Shorten your billing
cycle. Do more on and ctf-line.

Give your business more bandwldth with

B R UAUENTNE;
- Dislisss Bliss

lets me
do more.”

What could your business do faster? Billing? Customer
service? If you could streamline your systems, you'd also
glve yourselt more bandwidth for client mestings, staff
development or (imagine} lunch.

deductible. Tllc procccds of n
key employce life insurance pol-
icy paid to the business are
exempt from income tax.

‘When considoring key employ-
ce )ife insurance, it is also o
good idea to put together u busi-
ness continuation plan, includ-

.ing details of how your business

will function without key
cemployces. Not only ia this
helpful, but it is also often
required by insurance compn-
nies.

Beceause the chance of being
disabled is grenter than the
chance of death before the nge of
66, key employee disability

insurance mny be more impor-
tant than life insurance in pro-
tecting your company.
Although disability can be a
great cconomic loss to a busi-
ness small business owners are
often unsure about using this
insurance,

One reasen business owners
may be deterred from disability
insurance is the potential cost.
Expect to pay $3,600 to $4,000
year to cover a nonsmoking 40-
year-old male for a benefit of
$15,000 a month for two years
(after a 90-doy waiting period),
Disability insurance is also hard
to find because the number of

provlders is diminishing. Pre.
miums may be deductible, but if
they are not, the benefits are
tax-free.

As with most safety nets, key
employce insurance may seem
expensive and can be tough to
think about. When planning for
the unknown, however, there is
one thing you cun surely count-
on. The price of key employee
insurance and the time nssociat-
ed with planning for it will seem
like a bargnin if you ever need
to use it.

Eric J. Zimmerman is a per-
sonal financial advisor based in
Southfield.
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Join us for this special seminar. Seating is limited, so
make your reservation early, Adule day care will be
provided by qualified seaff. Please ask about this
making

Refreshments will be served.

Making Sense of Difficult Behaviors and
Medications to Treat Alzheimer's Disease

Guest Speaker Stephen M. Aronson, M.D.
Thursday, June 13, 2002

4:00 p.m. - 6:00 p.m.

"Dr. Stephen Aronson is a Geriatric Psychiatrist with a private practice in
He is also the Chairman of the Alzheimer's Association
Detroit Chapter Medical Board and a faculty member of Wayne State Universicy
and the University of Michigan Medical Schools.
will Jom us to discuss the ch‘mg,v.s in behavior your loved one may be
experiencing with the progression of Alzheimers and the latest medication
advancements for the treatment of Alzheimer's.

Now, Dr. Stephen Aronson

your reservation.

[

Arden Courts
Alsbeimers Awined Living
32500 Seven Mile Road
Livonia, M! 48152
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This informational guide
will not only be a tribute to
Farmington/Farmington Hills,
It's people, ptaces and what
makes it a great place to live,
work and ralse family, it wiil
also leature a segment
dedlicated to information about
he 2002 Farmington Founders
estival.

This very special section will |
be kapt In the home for the
dates and times of Festival
events and all the Important
Information it contains.

If you are in business in .
FarmingtornvFarmington Hills,
this section is a must for you—
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advertising space
by
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200

e 14,

Road Runner Business Class.

Gall 1-734-422-1820

or visit www.rthemichigan.com
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Don’t mis_s befhé 5 part of this
INFORMATIONAL GUIDE!

Favmington Dbserver

It’s all about You!

Part of Horme Town Communiabone Network
Anna Lipar-Leslie
Farmlnglon Retall Advertising Representative
. 734-953-2167
Classified Advertising Representatives
Roy Meadows 734-953-2158 or Bob Dodd 734-953-2159
FAX: 734-953-2121
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