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Who is key to your business?
•	 Owners (including partners & shareholders)

•	 Senior management talent

•	 Top procurement and sales people

•	 Specialized technical staff

Protecting against what?
•	 Disagreement

•	 Departure (retirement)

•	 Disability

•	 Death

What are the risks in the wake of a loss 
of a key person?

•	 Management is disrupted

•	 Financial pressures mount

•	 Employees respond

Solutions

Fully-funded life insurance
Provides power and flexibility to:

•	 Replace lost business profits

•	 Fund the cost of a recruitment/replacement search program

•	 Assure confidence of lenders, employees and business contacts

•	 Fund payment to the affected individual and family

•	 Enable tax-advantaged receipt of necessary moneys

•	 Act as a catalyst for other business purposes if insured risks do not arise

Reverse shared ownership arrangement
Creates a unique benefit for a key person, aligning key person’s loyalty with the business 

interests. This strategy may allow the corporation to:

•	 Obtain a line of credit or protect the corporation for the economic loss of 
a key person

•	 Help executives accumulate investments on a tax-sheltered basis

•	 �Enable corporation to pay shareholders tax-free dividends following the death 
of a key person

Reverse Shared Ownership is a useful arrangement where a corporation needs to insure one 

or more of its key executives and the corporation would like to provide those executives with 

an opportunity to accumulate their investments on a tax-sheltered basis.



Key Person
We will usually consider 5 times income for the amount of key person coverage, but may allow 

up to 10 times income for best case scenarios. To justify higher amounts, complete Detailed 

Calculation section.

(Source: Empire Life Financial UW Guidelines 2023)

Assessing the value of a risk

Category Example Actual

Lost executive’s salary $100,000 $

Total salary for management group $500,000

Ratio of lost executive’s salary to total 
management compensation

20% %

Transition period (years) 2 years

Detailed Calculation

Replacement cost (Transition & training)

Replaced executive’s salary $150,000 $ 

Lost executive’s salary $100,000

Additional salary $50,000

Transition period (years) x 2 years x

Total additional salary $100,000

Negotiated fee to executive recruiter  
(ex: 25%)          % of replacement salary

$37,500

Total replacement cost $137,500 $                         (A)

Potential Impact on Sales

Anticipated sales during transition period $5,000,000 $

Attribution to lost executive (presumed to be salary ratio) 20% %

Dollar value of sales attributed to lost executive $1,000,000

Retention capability of continuing organization and 
replacement executive (example – 50%)

50% %

Total sales potentially lost $500,000 $                          (B)

Potential Impact on Credit Lines

Line of credit $1,000,000 $

Attribution to lost executive (presumed to be salary ratio) 20% %

Total credit line potentially lost $200,000 $                          (C)

Other Potential Impact (Goodwill and indirect costs) $ $                          (D)

Total Key Executive Valuation

(A) + (B) + (C) + (D) $837,500 $



For more information reach out to Empire Life’s sales teams who can access 
the team and its resources for large and complex cases.
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Tax Retirement & Estate Planning Team
Providing you with the insurance, wealth and planning strategies that matter most, the Tax, 

Retirement & Estate Planning team is comprised of practicing professionals whose primary 

objective is to support you as you help your clients reach their financial goals.

The Empire Life Insurance Company

259 King Street East, 

Kingston, ON  K7L 3A8

The Empire Life Insurance Company (Empire Life) is a proud Canadian company that 

has been in business since 1923. We offer individual and group life and health insurance, 

investment and retirement products.

Our mission is to make it simple, fast and easy for Canadians to get the products and services 

they need to build wealth, generate income, and achieve financial security.

Follow us on social media @EmpireLife or visit empire.ca for more information, including 

current ratings and financial results.

This document reflects the views of Empire Life as of the date issued. The information in this document is for general information purposes only and 
is not to be construed as providing legal, tax, financial or professional advice. The Empire Life Insurance Company assumes no responsibility for any 
reliance made on or misuse or omissions of the information contained in this document. Please seek professional advice before making any decision.
® Registered trademark of The Empire Life Insurance Company.  
Policies are issued by The Empire Life Insurance Company.
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