
A Word from Brian M. Travers . . .  
Will the 2010 Tax Relief Act sunset? At this point we are not sure. 
With roughly 2 months to go before possible changes are made, here 
are some items that may be worth reviewing before then. 
 
1. Gifting assets of 5.12 million per spouse 
 
2. Portability 
 
3. Current trusts and flexibility in estate planning documents 
 
4. Life insurance policies 
                                                                                                                                           

For assistance on any of these matters please feel free to contact us 

at 516-682-7585.  

We’re on the Web 

Visit our website for up to date 
news articles, calculators and 

firm news.  
www.traversandassociates.com 

FIRM UPDATES  

Please contact or visit us at either 

one of our locations: 

                                                       

Hauppauge: 

150 Motor Parkway, Suite 401 

Hauppauge, NY, 11788 

(631) 630-2222 

Syosset: 

6900 Jericho Turnpike, Suite 101E 

Syosset, NY, 11791 

(516) 682-7585 

 

CHARITABLE SUPPORT 

Over the past few months, the firm 

has supported many charitable or-

ganizations and have served on the 

planning committees, such as: 

Day One Foundation Inaugural Golf 

Classic 

American Ireland Fund  10th Annual 

Golf Classic  

Career Gear 3rd Annual Suit Drive 
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Using Life Insurance to Create an Executive            

Bonus Plan 

owns it outright. Outside of any      

additional restrictions outlined in a 

separate agreement between the 

employer and employee, the policy 

continues to accumulate cash value 

and the employee can continue to 

work happily knowing that the cash 

value can be accessed by him/her at 

any time via a policy loan or         

withdrawal. The policy can be           

structured so that a specific cash   

value is accumulated by a certain 

timeframe. That timeframe can     

reflect the required number of years 

that the employer is looking to retain 

the employee for. The  employer, in 

turn receives a tax  deduction every 

year that it pays this bonus to the 

employee as  additional compensa-

tion. If the  employer was the owner 

of the  policy or had access/control 

over any part of the policy including 

the cash value, this would not be the 

case. In addition to the tax  deduc-

tion, if the true goal of this plan is 

met, the employer will have an em-

ployee who is in it for the long haul.  

 

Wellington Tejeda is a registered   repre-

sentative of Lincoln Financial Advisors Corp. 

Securities offered through Lincoln            

Financial Advisors Corp., a broker/dealer 

(member SIPC). Investment  advisory      

services offered through Sagemark            

Consulting, a division of Lincoln  Financial         

Advisors, a registered  investment advisor.         

Insurance offered through Lincoln affiliates 

and other fine companies.  CRN 201210-

2072998 

 

So your firm has grown in size, talent 

and revenue over the years. Now you 

realize that there are some key        

players in that success recipe that 

you would like to retain or entice into 

staying on board in order to continue 

that success. Many businesses when 

faced with a situation like this often 

turn to some form of an executive 

bonus plan with hopes of providing 

enough of an incentive to keep those 

key executives happily working there. 

Sometimes the incentive comes in 

the form of a deferred compensation 

plan which informally relies on an 

insurance vehicle to provide multiple 

benefits to both the employer and its 

key employees. Today I will discuss 

how these executive bonus plans use 

life insurance to provide that            

incentive. So let’s begin by explaining 

why insurance might make sense in 

these plans, and more specifically, 

cash value life insurance. 

Life insurance types such as Whole 

Life and Index Universal Life are        

designed to provide cash accumula-

tion in addition to a death benefit. 

Both of these features make them 

optimal for these executive bonus 

plans. The way in which these two 

types of insurance build the cash  

value differs. Whole life uses a fixed 

percentage rate at which the cash 

will grow and compound annually. 

Indexed Universal life grows cash in a 

different manner which relies on the 

performance of specific indexes in 

the stock market. You can learn more  

 

about these two different cash value 

insurance types here:                         

http:www.traversandassociates.com

/Our-Services.2.htm 

In its simplest form, an executive 

bonus plan should provide an             

incentive to the employee and                

perhaps some sort of tax benefit to 

the employer. So when the plan            

incorporates cash value life              

insurance it provides the employee 

with an additional source from 

where they may be able to withdraw 

or borrow cash tax free, and at the 

same time provide their heirs 

(beneficiaries) with a tax free death 

benefit should the employee die 

while the policy is in force. At the 

end of the whole process, the           

employee, as owner of the policy, 

can take it with him/her regardless 

of his/hers employment status. 

The process requires that for a           

predetermined time period, the             

employer agrees to give the                 

employee additional bonus              

compensation that will be used to 

purchase and maintain the premium 

payments of the life insurance policy. 

Since this is still considered income, 

the employee must pay income tax 

on this additional bonus. In some 

cases the employee will receive a 

second set of moneys from the         

employer that is used to cover the 

additional income taxes incurred by 

the first bonus. Once the employee 

purchases the insurance, he/she 

Wellington Tejeda 
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The Benefits of Using Term Insurance to Fund Buy Sell Agreements 

& Key Man Arrangements 

For many companies a question arises 

that if something happened to an  

owner, partner or key employee, how 

would that affect the future success of 

the company.  It is for this reason that 

many companies plan ahead for these 

situations by using buy sell agreements 

and key man arrangements, which 

when properly implemented can help 

keep a business running during such 

times of uncertainty.  When such 

agreements are funded properly, there 

will be the liquidity necessary to          

maintain ownership of the company by 

the intended parties and enough cash 

flow to hire and train a new key            

employee.  Further information on the 

types of buy sell agreements and key 

man    arrangements can be found at:    

http://www.traversandassociates.com/

Our-Services.2.htm 

After a company has decided to put in 

place a buy sell agreement or key man 

arrangement and determined the most 

beneficial structure to use, it has          

another decision to make:  how to 

fund this obligation.  For many           

companies the decision to transfer this 

risk to an insurance company is made 

and a life insurance contract is               

purchased.  Now the decision of using 

a permanent or term insurance                         

contract must be made.   

For many companies the use of term 

insurance has multiple benefits that 

may outweigh the issue of a policy  

having maximum age limits.  For 

startup companies especially the use 

of term insurance can prove to be the 

best way to leverage limited cash flow 

with the amount of coverage needed 

that otherwise would be unaffordable 

if using a permanent life insurance 

product.  Term insurance can also be 

used more cost effectively in situations 

where a company has clear intentions 

of being sold in a short period of time.  

The money saved on lower cost term 

insurance can also be useful to the 

company by using it to reduce debts or 

invest in the company.  If the company 

is poised for high growth this return 

can be far greater than the limited  

returns associated with cash value  

permanent insurance policies.  With 

many term insurance policies there are 

provisions to convert to a permanent 

policy with no need to be medically 

underwritten.  This feature can provide 

start ups more flexibility, can allow for 

the insured to transfer ownership of  

the contract upon leaving the  

Jarred Muraco  

company and can help prevent key 

employees from being  uninsured in 

the future.    

Since life insurance is often used to 

fund buy sell agreements and key 

man arrangements it is  important to 

document what the exact benefit is 

for, especially when a company has 

both  structures in place on the same 

individual.  Since both structures  

typically have the corporation            

owning the life insurance  contracts, 

tax benefits can vary widely                  

depending on the details of the           

arrangement. 
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Visit the Day One Foundation 

Facebook Page  

Please visit our Facebook 
page for updates, upcoming 
events and how you can   
support our initiatives: 

 

http://www.facebook.com/

DayOneFoundation 

 
The Day One Foundation is a 
501(c)(3) non-profit              

Firm Charitable Support / Endeavors  

TRAVERS & ASSOCIATES 

The Day 
One   
Foundation 
was estab-
lished / 
founded in 
2010 by 
Brian M. 
Travers, to 

assist families and  children with better 
healthcare and educational                        
opportunities, especially to give our 
youth the greatest chance at success in 
life.  
 

Inaugural Day One Foundation Golf 
Classic - Monday, October 1, 2012  

The first annual golf classic was held at 
Woodside Acres Country Club in 
Muttontown, New York and benefited 
Stony Brook Children's Hospital with 
the first honoree being Margaret 
McGovern, MD, PHD Physician in Chief 
of Stony Brook Children’s. Over 
$35,000 was raised, benefitting the 
children's hospital. 

“Every cent will be for the (children’s) 
Hospital,” Brian M. Travers said. “As a 
committee of volunteers we are very 
proud because we achieved our goals. 
The golf committee’s goal was two-
fold. The first was to raise money and 
the second was to make more and 
more people aware of what we are 

trying to achieve in building the          
hospital. I think we achieved both 
goals today” 

The event was sponsored by: Travers & 
Associates, Gold Coast Bank, Holiday 
Inn Express - Stony Brook, Security 
Benefit and Moet Hennessy USA. 

The American Ireland Fund 10th       
Annual New Jersey Golf Classic 

All proceeds were raised for American 
Ireland Fund projects across Ireland. 

Brian M. Travers served on the Fund's 
Golf Committee. 

Career Gear Suit Drive 
 
Sponsored by the firm; Suit Drive         
Coordinator: Jarred Muraco. 
 
Final Results for items donated to   
Career Gear: 24 suits, 3 blazers, 41 
shirts, 19 ties, 11 belts and 1 briefcase  

 

 

11th Annual James Woods Golf 
Tournament 

The firm sponsored the event and 
the annual scholarship was awarded 
to a graduating senior athlete of the 
Nanuet Senior High School. 

We are proud to support the 
memory of our friend, James Woods, 
and all those who were lost on        
September 11, 2001. 

 

 

    

The American Ireland Fund 37th  
Annual New York Dinner Gala 

$4.2 million raised towards the  
Promising Ireland campaign, which 
now stands at $120 million. 

Brian M. Travers served on the  
Chairman's Dinner Committee. 


