
FUTURE-PROOF
How key person protection can help  

the Canadian business owner keep their business in motion



You see opportunity. You aren’t afraid to invest your sweat, and a little financial equity, to make things 
happen. You’re an optimist, so why think about what could go wrong?  

Your future is a blank canvas. That key client might be just around the corner. Next year, you might 
expand. But things don’t always go that smoothly. 

Planning for what could go wrong can help future-proof your business plans. Having a business 
continuation strategy means being ready for bumps in the road. Having a buy-sell agreement with 
your partners, having access to capital to cover cash flow problems — these are ways you plan for your 
business to keep going.  

What about your key people? Key people are a key ingredient in your success. Putting plans in place  
for what you’d do without them is crucial to your business continuation — no matter what stage  
you’re at.  

Every business has those people that drive growth and success. Planning for what 
you’d do without them is a big part of your business continuation strategy — whether 
you’re just starting out or already expanding operations.
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You started your 
business looking  
to the future.



Do you have a business continuation plan?  

Typically, these plans include: 

• Buy-sell agreements (Corporations & partnerships only)

• Business loan protection

• Executive benefit planning

• Key person protection

Your story
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Key people mean business 
To identify your key people, think about those individuals that make your business tick. Do you have 
someone that brings a unique contribution? Someone that you rely on for your operations? Key people bring 
something special to your business, something you can’t easily replace.

Here are a few examples:

If you rely on them, and can’t replace them easily, they are key people.

The partner or shareholder  
They help build the business, and their unique contribution is fundamental  
to its success.  

The figurehead  
They own the business, or have a reputation that brings value to its clients, 
creditors and employees (Psst: this is probably you).

Key salesperson  
They bring in business income you rely on to cover expenses, pay salaries, and 
drive expansion. 

Maker of the secret sauce 
They might (literally) make your secret sauce – or they might be the only one 
who can administer a network, run a machine, or design a product. 

The all-knowing expert 
They know your business inside out. They secure the best prices, work with 
specialized clients, and handle specific tasks other employees can’t.  

Since you don’t know what risks you might face, taking time to identify your key players is a crucial 
step in building your business continuation plan. 
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Your story
1. Who do you rely on? What do they contribute to your success? 

2. Have you thought about how you’d manage without them? 
How easy would it be to come by a replacement? 



Good businesses plan 
for bad times
All businesses face risks. You manage the ones you expect with a good continuation strategy. But what about 
the unexpected, like suddenly losing a key person to disability, illness or death?  
 
Even if it’s unexpected, you can plan for how that loss will affect your business.  
 
Losing a key person has real costs. Business owners purchase insurance on their key people to help cover 
these costs, so that they’re able to manage them if the worst happens.   
 
Have you considered all the possible costs of losing a key person? 

Here are a few examples:

Recruiting a replacement 
Recruiting agency fees are typically 25% of the salary of the person  
you hire to replace your key person. 

Training new hires
New hires need to be trained to get up to speed, meaning increased 
costs during a period of lowered sales

Replacing business income
Early on, replacements are likely to deliver lower business income 
compared to the key person you’ve lost.

Making payroll 
You’ll have to cover salaries and wages while you stabilize your  
business without the key person’s contributions.

Managing cash flow
Lowered sales and increased demands could put you under pressure. 
You can miss payments, or even see your debts increase. 

Dealing with credit restrictions
Losing a key person could mean recalled loans, lowered credit, or 
suppliers switching to cash on demand.  

Rebuilding reputation
Losing a key person can shake faith in your company among 
shareholders and the community. It can take time to rebuild that trust. 

Workplace modifications
If a key person were to return from a serious disability or illness, key 
person protection could help you meet your obligation to accommodate.  

For most business owners, cash flow and good financial management are king. While you can’t plan 
for all risks and scenarios your business might face, you can plan for the financial impact of losing key 
people. Need help estimating that impact? Speak to your accountant or advisor.
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Here are a few examples:

By now you know who your key people are. 
Pick one and ask yourself: 

1. What salary do you pay them? 

2. What would you have to offer a suitable replacement? Have you thought about 
recruiting or training fees? 

3. Do they contribute to your bottom line? How much? 

4. Do you have loans or creditors? Have you thought about how a loss of productivity 
might affect your relationship with them?

Your story



Key person protection helps protect 
you against unexpected loss. Using life, 
disability and critical illness insurance, it 
helps insure you against what you risk 
losing if your key people die, become 
disabled and unable to work, or take 
leave for a serious illness.  

It means your business has the 
money it needs to keep growing, 
even while it gets back on its feet.



Your business owns the insurance policy and pays the premiums. The policy is on the key person. If 
something happens to them, your business is the beneficiary, and receives the death benefit as a tax-
free cash payment.  
 
Business owners typically cover the most catastrophic risk first, which means using term insurance to 
plan for the premature death of a key person.  

Future-proofing 101 
Once you identify the risks associated with losing your key people, you can take steps to minimize them.  

Your key people might leave you voluntarily, for a career change or retirement. You can prepare for that in a 
few ways, like cross-training employees, do-not-compete clauses, and executive benefit planning.  

Key person protection prepares you for when key people leave involuntarily because they get sick, disabled, or 
die prematurely. The insurance company takes on your financial risk, and you protect your finances.  

Losing a key person has real costs for your business, and insurance coverage can help provide the funds  
you need to manage them. 
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Even if it has been made clear as a condition 
of employment, your key people will need 
to consent when their information is shared 
between them and the insurance company. 

Did you know?

Your business Insurance policy Your key person
Beneficiary & policyholder

Pays premiums

Cash payment
In the event of death, 

covered illness or disability

Having that insurance in place benefits  
you and your business by helping to: 

1. Cover the cost of finding a replacement,

2. Reassure creditors, 

3. Replace lost business income, and

4. Protect profit and value.



1. Do you have plans in place in case a key employee leaves  
your business voluntarily?  

2. Are there ways you can minimize the risk of them moving to a competitor?  

3. Would proactive recruitment or training help you have future  
key people waiting in the wings? 

4. Are you prepared for an involuntarily departure? Do you have a plan?

Your story



Customize Your Solution
Although term life insurance is the common choice for business owners looking for a key person strategy,  
you have a few options for products to help meet your needs. 

Here’s an overview of insurance solutions available:

Your key person protection strategy will include insurance coverage for the life or health — or 
both! — of your key people. If you’re not sure what combo you need, your advisor can help you  
make sense of your options.
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Product Description Available product 
features

Types of coverage 
available

Disability 
Insurance

Provides income-style 
payments if a key person 
can’t carry out professional 
duties because of an illness 
or injury 

Group policies can be 
portable

Return to work 
benefit might be 
available

Available in 2  to 10 
years, or up to age 65

Critical Illness 
Insurance

Provides a one-time, tax-
free cash payment if a key 
person is diagnosed with a 
covered illness

Many policies  
are renewable  

Return of premium 
option is available

Available in 
renewable 10-year 
terms, or to ages  
75 and 100 

Term Life 
Insurance

Provides a one-time,  
tax-free cash benefit in  
the event of the death of  
a key employee

Renewable 

Policy can be 
canceled or moved 
to a new eligible 
employee

10 to 30-year 
increments Or  
Up to age 85

Permanent 
Life Insurance

Provides a one-time tax-
free cash payment in the 
event of the death of a key 
employee — provides this 
coverage for their whole life

Some permanent 
policies can be used 
to grow cash value 
or to support other 
business strategies

Whole life coverage



What combo of insurance do you need? Keep your answers in mind for the next section. 

1. What monthly expense seems reasonable to protect against the possibility of losing a 
key person? 

2. Which types of insurance coverage seem right for your key people? Do things like age 
or lifestyle bring to mind any specific risks? How long do you expect your key people 
to work for you? 

3. Think about your business: how much would it affect your operations to have a key 
person diagnosed with a serious illness?

Your story



Future-proof your  
business in 3 steps:

1
2
3

Estimate the financial impact of losing 
one of those key people with your 
accountant and financial advisors. 

Identify your key people.

Talk to your insurance advisor 
to put a key person protection 
strategy into place.
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