
BUSINESS PLANNING

Key Person Insurance Valuation
Concept applied: 
Placing a realistic monetary value on a key employee’s contributions to the business is diffi cult 
and inexact, but critical to the purchase of key employee insurance designed to protect the 
business against potential fi nancial loss. 
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How it works:

Why is it useful?
Because key person insurance is 
vital for continuing operations 
when a key employee dies, it’s 
essential that the business have 
a reliable estimate of the money 
needed to deal with this potential 
loss.
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WHat will the 
loss cost the 

company? 
WHat will it 

cost to replace 
the employee? 




