
3 Ways Life Insurance Can Help Small Business Owners
For small business owners, ensuring your
investment is covered is critical to ensuring
the survival of your business after you are
gone. One of the ways in which small
business owners do this is by applying for life
insurance in the event they were to die
before they retire. Life insurance benefits
small business owners and their heirs in many
ways, from providing for loved ones to
providing financial stability to your company
after you’re gone. Check out some of the
more important reasons small business
owners should carry one or more life
insurance policies for their business.

1. To Ensure the
Business Will Continue

One of the biggest reasons small business
owners purchase life insurance is for the
continued survival of their business after
their death. When a small business owner
passes, finding people to replace their
responsibilities and deal with all of the costs
of succession may be an unnecessary
struggle. A life insurance policy will help your
business to find a suitable replacement for
your duties, help pay off business debts to
improve company cash flow and provide the
company with the funds to handle
unexpected expenses that may come up. If
you have a life insurance policy with a cash
value, you will also have the ability to tap
into those funds if the business is struggling.
This is an added benefit many life insurance
policies may bring. 1

2. To Satisfy a
Partnership Agreement

You probably have a partnership agreement
if you own a small business with others.
These agreements plan for the event of
death or disability of one of the partners. In
most agreements, the remaining partners will
be able to buy out the shares of the partner
who passed or became permanently
disabled. Even when business is good, it may
be difficult for the other partners to buy the
shares from the survivor's family, depending
on their equity. The life insurance policy will
often be used to buy these shares from the
deceased partner's heirs. 1

3. It May Be
Required for a Loan

Suppose you fund your business with a small
business loan or have taken one out to gain
additional capital. In that case, the bank may
require a Buy/Sell agreement and life
insurance policy for the business owners that
are guaranteeing the loan. While this is not
always a requirement and will depend on the
loan amount, the bank, and their
underwriting requirements, it may be
expected if the lender suspects the business
may struggle if the owner were suddenly
gone. Essentially, the bank will want to
ensure that their debt will be covered in the
event of your death, which means the policy
will typically need to be a larger amount than
the loan debt if required.2
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