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Keep Your
Business

Safe?

Key Person Insurance

Asuccessful business typically reflects the presence
of adept and valuable employees. These proficient
workers contribute to the company's progress. In
the unfortunate event that a key person is lost, it
may cause instability and heavy financial setbacks
to the company. This is why many companies today
purchase key person insurance on the life of a
vital employee whose loss would ultimately have a
negative impact on business.

Key person insurance protects the business in the
event of the death or disability of valued employees.
The policy will provide funds in either a lump sum or
in monthly benefits, and can be used to do one or
more of the following:

Will Insurance

As a business owner, the loss of one of your most experienced and skilled employees as a
result of disability or death could disrupt the management and productivity of your business
and negatively affect your bottom line. In this situation, having suitable key person insurance
can help your business avoid these financial stumbling blocks. In this article, we’ll take a look
at key-person insurance as a way of safeguarding the financial growth of a business.

- Acquire, employ and train a replacement for the lost
employee.
- Restore the company's depleting profits in absence

of the key person, such as through lost clients or
customers.

- Repay the business's debt or assure lenders of
financial continuity.

The key person can be a managing director, computer
programmer, an executive or even the owner of the
company. The company is the sole owner of the
policy and pays all the premiums for the policy. Thus,
the company acts as the beneficiary upon death or
disability of the key employee and receives the entire
death benefit. It is important to note that the key
employee is not the owner or the beneficiary in this

policy, so his or her family does not receive any form
of benefits. Premiums paid by the company are not
tax deductible, but the death benefits are typically free
from corporate income taxes.

Business Size

The amount of insurance purchased is decided
upon after considering the size of the business, any
outstanding debts owed to banks or other lenders, and
the potential financial loss to the business while finding
a suitable replacement.

depending on several factors and business needs.
Premiums vary based on the key person's age, physical
condition, health history and the company's current
structure. Although it is almost impossible to calculate
the value of a valued employee, estimated profit
losses, replacement costs and compensation-multiple
formulas are all used by attorneys and planners to
best estimate the potential losses. Normally, insurance
companies use the replacement cost method, the
contribution-to-earnings method and the multiples of
income approach to determine the suitable amount of
key person coverage needed for the business.

Similarly, key person disability insurance is designed
to protect the business in the event that an employee
becomes disabled through sickness or injury. Here
too, the policy is owned and paid for by the company
and the company receives the funds if the key person
becomes disabled. Consequently, the policy will pay
a preset monthly benefit for the remaining term or for
as long as the key employee remains disabled. The
company uses the monthly income from the policy to
finance lost profits or to obtain and train a temporary or
permanent replacement for the disabled key employee.

If the business owner or his or her partner dies, funds
are needed to buy out the deceased's share of the
business from his or her estate. Key person insurance
is the most efficient way to fund repurchase agreements
as well as for overall business succession planning.
Typically, buy/sell agreements include instructions for
what to do in the event of the death or disability of a
shareholder or business owner.

In business succession planning or business
continuation planning, a large percentage of a business
owner's (or other key person's) assets are invested

in the business itself. In these cases, key person
insurance using cash value life insurance can provide
the funds to successfully transfer the ownership of the
company to its successors without causing a negative
effect on the company's profitability and cash flows.

When securing a loan for the business, the key person
policy is often used as collateral, whereby funds from
the policy are used to cover the loan balance due
on the death of the key person or business owner.
Many lending banks and financial institutions insist
on key person insurance for specific members of
the management team when lending funds to a new
business. Lenders may want the policy assigned to
them and in an amount covering the principal amount
loaned to that business. In the event of the death of
the key member, the policy proceeds will be used to
reimburse the lending bank's remaining loan.

It would be unfair to exploit the key employees without
rewarding their valued contributions. In the absence of
proper financial incentives, some key employees may
eventually leave the company and offer their valuable
services to a rival company. Hence, companies need
to set up executive compensation plans to provide
financial incentives like bonuses and additional
retirement income to the key employees. A cash
value life insurance policy can be used to fund these
executive perks; some companies even turn over the
cash value of an unused key person insurance policy
to the employee upon retirement. .

The Bottom Line

It takes the total dedication and hard work of a handful
of talented employees to build a successful business.
In the absence of these special employees, the
business can suffer in terms of finances, stability and
relationships. Proper key person insurance becomes
expedient for recruiting and training a replacement
employee, repaying the business debts or even buying
shares of the company to retain business control.
In addition, key person insurance provides strong
incentives to encourage key employees to stay with
the company. By insuring employees, business owners
can better protect the financial health of the business.

Source: Invetopedia

=
0
c
=
)
S
0
o
>
=
Y
L
®
S
®
”
”

/2



=3
@
S
Q
=)
o)
Q
o]
~
2
O
E
N
Q.
(@]
Q
&
=
=l
Q
&
w
C
S
N
(@)
w

B How An Insurance Company
Determines Your Premiums ?!

Do you know your insurance score? Most people don’t even realize that they have one until they receive an

“adverse-action” notice in the mail notifying them that, based on their insurance score, they don’t qualify

for the lowest pricing available from their insurance provider. To help you decipher what all this means,

here we go over what the insurance score is, how it’s calculated and some things you can do to improve it.

If you ever get one of these adverse-action letters,
any efforts to dig a little deeper into the circumstances
behind your low score requires more perseverance
than most people are willing to put forth.

The adventure begins by following the letter's
instructions to call the listed 1-800 number to receive
a free copy of your credit report - which apparently has
some effect on the score. You may wait several weeks
for a reply, only to be sent a consent form that reads
like an identity thief's dream: the form will request
detailed proof of identification, including photocopies of
your driver’s license, in addition to your social security

number and your insurance information.

If after gathering all of that information you are brave
enough to send it off through the mail, the packet that
you get back will simply summarize your credit rating,
with absolutely no information about your insurance
score. If you inquire further with the credit-reporting
agency, you will likely be told that your credit report
contains information that was used to calculate your
insurance score, but that the credit-reporting agency

has no access to your actual score.

If you persist and contact your insurance company, it
will likely tell you that 99% of its clients do not qualify
for the company’s lowest rate, and to qualify, your
credit must be absolutely perfect. In other words, even
if you carry no balances on your credit cards, own

your home free and clear, are completely debt free
and have a credit rating in the high 700s, you're still
unlikely to have an insurance score that qualifies you
for the lowest available insurance rate. So what exactly
is this mysterious insurance score, and what exactly is
its reason and purpose?

What It Is and How It Is Calculated

An insurance score is a rating used to predict the
likelihood that a customer will file an insurance claim.
This score - as we noted above - is based on an
analysis of a consumer’s credit rating, and the method
for calculating it varies from insurer to insurer. While
many companies use proprietary formulas to calculate
the scores, the factors used in the calculation include
the customer’s outstanding debt, length of credit
history, payment history, amount of revolving credit
versus amount of credit in the form of loans, available
credit and monthly account balance.

Unlike a credit rating, which uses personal
financial information to determine your ability to
repay debts, insurance-score calculations do not
factor in your income. This omission means that it
is very possible for you to be penalized for taking
out a large loan or charging a large amount on
your credit cards each month even if your income
is more than enough to cover the expenses.

The Logic

Insurance companies justify the use of insurance
scores by citing studies that apparently show a positive
correlation between credit scores and insurance claims.
At some level, this may seem to make sense. At the level
of minor traffic accidents, for example, it is reasonable
to argue that individuals with poor credit are more likely
to file claims, if for no other reason than the fact that
they lack the funds to make repairs on their own.

Of course, if we look at the logic behind insurance
scores we might want to look at it also from a business
perspective: insurance scoring is quite profitable,
especially since almost nobody qualifies for the lowest-
tier pricing. Keep in mind that insurance premiums are
a recurring revenue stream for insurance companies,
and the scores help justify higher premiums.

How to Minimize the Impact on Your Wallet

A perfect insurance score, in the eyes of an insurance
company, represents a client with the lowest possible
risk of filing a claim, so - since the probability of filing
a claim is based on credit - good credit is the key to a
high score. A good credit report can have such a large
impact on your insurance premium that you can, for
example, have a flawed driving record but good credit
and pay less for your car insurance than a driver who
has a perfect driving record but bad credit. Do keep
in mind, however, that your insurance score is not the
only factor that determines your premium.

While it is unlikely that your insurance score will ever be
perfect, there are a few relatively painless steps that you
can take to improve your score. To keep your insurance
score high, be sure to pay all of your bills on time and limit
the number of credit cards that you apply for and open.

But, paying your bills on time isn’'t enough: as we
mentioned above your insurance score is adversely
impacted by large monthly credit card expenditures,
even if you pay off your entire balance each month.
To help your insurance score, you can minimize your
credit card use. While it can prove unreasonably
inconvenient to stop using your credit card entirely,
most of us can find ways to cut down.

That said, if your goal is to have a perfect insurance
score, be sure to evaluate whether the costs of changing
your financial spending patterns is worth it. Cutting out
your use of credit cards means time-consuming trips to
the ATM and extra service charges from increased debit
card use. You might also have to avoid the convenience
of online transactions (still done primarily through the
credit card), and, finally, if your credit card company
offers you benefits - such as air-travel or other types of
points - you might have to forgo these as well.

So, even after finding out about an imperfect
insurance score, you may find the effort needed to
perfect it is not worth what may amount to relatively
small savings in premiums.

Source: Invetopedia
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. ¥ How can we control
- our future?

TRUST Insurance Company

Long time ago, many people considered that education is the foundation of success
and that was the typical advice presented for a long time. Even though, everything

changes without stopping. This point of view about the necessity of education being

the principal key to success is still untouchable.

Your teacher tells you that you must study to
succeed, so do your family, friends, relatives
and so on. But does this determine my future
career and my performance? Does it mean that
| have to study to get a good job or can | get a

good job without studying?

Becoming a successful employee with a good
salary or having my own business are two options:
both of them need a specific plan but the results

will surely not be the same.

The paradox is that you need education but
education in some cases does not enable you to

get a brilliant future.

Our future depends on our past, so how can we

build our future easily?
e Learn to think smarter:

Thinking smarter can increase the positive results
regardless of your educational level or your grades

in the school.

* Discover another person’s interests:
if you discover another person’s interests you can

address your ideas and guide your negotiation.

* Listen to the experience of others:
Makes you able to choose the best deal and

business.

* Ask and think:

why not? Ask to discover other persons’ needs.

* Put yourself in another person’s shoes:
putting yourself in another person’s shoes helps in

understanding people.

e Study all available options before making any
decision:

You can choose the best option in order to arrive
at a correct judgment. Remember, an option is
not a commitment; it is a possible agreement or

part of one.

* Keep the risk under your control:

keeping the risk under your control helps in
decreasing your unexpected events or costs
that could prevent you from achieving your

goals and objectives.

» Compare the results with your expectation:
Comparison is a crucial step to resolve your

problems and avoid your obstacles.

* Prepare your alternatives:
Determining your alternatives which match your
objectives and goals and which make you in a

better position.

We are in the age of technology, we can use the
power of information to increase our resources
and to educate ourselves to become professional

and assure future career.

So assure your future based on your skills; not

based on your educational level.
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There are three types of liability insurance:

1. General Liability: This is the most common type
of liability insurance. This policy usually covers libel,
slander and physical injuries that might occur on a
business property to clients, vendors, etc. Like any
other type of insurance, there are always exclusions
that apply, so always make sure to carefully read a

general liability insurance contract before you sign it.

2.Professional Liability: This coverage protects
professionals from claims against them for mistakes

made during the course of their job. Some popular
examples of professional liability are malpractice

insurance and errors and omissions insurance.

3.Product Liability: This type of coverage is very
beneficial to people in the manufacturing business. It

protects you if merchandise made by your company
turns defective and is responsible for any injuries
or deaths to consumers. There are a lot of things
to consider when determining how much coverage
to purchase. Some of those factors include the
type of product being manufactured and the safety
precautions in place.

When purchasing liability insurance, you can choose
an occurrence or claims-made policy. An occurrence
policy covers incidents months and years after they
have occurred. If the incident occurred during the
coverage period, the insurance company is obligated
to investigate the matter and make any necessary
compensation, even if it was reported at a later date.
You might find yourself in a situation where you have
recently changed insurers and you are being sued
by a third party. In that case, the issue might be
determining which insurer to file the claim with: the
insurer during the time when the event happened or

your current insurer.

For example, if you were with insurer X in 2007 and in
2008 you switched to insurer Y, when somebody files
suit against you claiming that you caused them harm
in 2007, the insurer you file the claim with is insurer
X. If the suit claims that the injury occurred in 2008,
you cannot file with insurer X because you had already
switched to insurer Y. So, if the injury reportedly
occurred in 2008, insurer Y is the insurance company

that will pay out the claim.

On the other hand, a claims-made policy covers
incidents if they occur and are reported during the
coverage period. In other words, if an event that occurs
during the coverage period is reported after the period
has ended, the insurance company is not obligated to

investigate or even compensate you for the incident.

Conclusion:

Before you get any type of insurance, make sure you
do your research and are absolutely certain that you
are getting the exact type of insurance policy you
need. Insurance policies usually cover different events
and loss/damage. For example, bodily injury coverage
under vehicle insurance covers injury to the other party,
while personal injury covers injury you sustain. Another
example is the two types of coverage under liability

insurance: claims-made and occurrence coverage.

Enough emphasis cannot be placed on the importance
of conducting thorough research before buying an
insurance policy. Many states require you to have
different types of coverage on a vehicle or property,
so make sure you know your state rules and try to
abide by them. Always make sure to carefully read an

insurance contract before you sign on the dotted line.

Source: Invetopedia

Countries and their citizens need something to spread risk among large numbers of people and to
move risk to entities that can handle it. This is how insurance emerged.

The first written insurance policy appeared in ancient times on a Babylonian obelisk monument with the code of
King Hammurabi carved into it. The "Hammurabi Code" was one of the first forms of written laws. These ancient
laws were extreme in most respects, but it offered basic insurance in that a debtor didn't have to pay back his
loans if some personal catastrophe made it impossible (disability, death, flooding, etc.)

Guild Coverage

In the dark and middle ages, most craftsmen were trained through the guild system. Apprentices spent their
childhoods working for masters for little or no pay. Once they became masters themselves, they paid dues to the
guild and trained their own apprentices. The wealthier guilds had large coffers that acted as a type of insurance
fund. If a master's practice burned down, a common occurrence in the wooden hovels of medieval Europe, the
guild would rebuild it using money from its coffers. If a master were robbed, the guild would cover his obligations
until money started to flow in again. If a master were suddenly disabled or killed, the guild would support him or
his widow and family. This safety net encouraged more and more people to leave farming and take up trades. As
a result, the amount of goods available for trade increased, as did the range of goods and services available. The
style of insurance used by guilds is still around today in the form of "group coverage".

Dangerous Waters

The practice of underwriting emerged in the same London coffeehouses that operated as the unofficial
stock exchange for the British Empire. In the late 1600s, shipping was just beginning between the New
World and the old as colonies were being established and exotic goods were ferried back. A coffeehouse
owned by Edward Lloyd, later of LIoyd's of London, was the primary meeting place for merchants, ship
owners and others seeking insurance.

After the voyage was secured by venture capitalists, the merchants and ship owners would go to
Lloyd's and hand over a copy of the ship's cargo to be read to the investors and underwriters who
gathered there. The people interested in taking on the risk for a set premium would sign at the bottom
of the manifest beneath the figure indicating what share of the cargo they were taking responsibility for
(hence, underwriting). In this way, a single voyage would have multiple underwriters, who would try to
spread their risk as well by taking shares in several different voyages.

Source: Invetopedia
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Insurance is generally defined as a form of
risk management, where risk is transferred
from oneentity to another in exchange for a
premium. Casualty insurance, like property
insurance, insures against loss and/or damage
of property. The difference is that casualty
insurance covers loss that is a result of direct
accident, while property insurance covers
events, such as theft or burglary.

This article will focus on three major types of
casualty insurance:

Vehicle insurance
Flood insurance
Liability insurance

Vehicle insurance

Vehicle or auto insurance is designed to protect
a driver’'s car, truck, motorcycle and other vehicles
against losses sustained from events like ftraffic
accidents. You agree to pay the premium, and in the
event of an accident, the insurance company agrees

Do You °

Need Casual
Insurance?

vy

to pay your losses as defined in your policy. In most
states, except Wisconsin and New Hampshire, having
auto insurance is compulsory.

Vehicle insurance has the following six types of
coverage:

1. Bodily Injury Liability: If you, the policyholder,
are involved in a traffic accident and the other

driver is injured, bodily injury liability takes care of
the medical costs for the injured party. This kind of
coverage is beneficial because you are protected
from the risk of being sued.

2. Personal Injury: This coverage is like the bodily

injury coverage, but the difference is that it pays
for the injury to you, the policyholder, and any
passengers in your car.

3. Property Damage: This coverage pays for any
damage caused to someone else’'s property due to

an accident. Property includes the other party’s car,
telephone poles, fences, lampposts, garages, trash
cans, buildings or any other items hit during the accident.

4.Collision: This coverage covers any damages
inflicted on your car from a collision with another car,
flipping over or even hitting a pothole. If you are at fault
for the accident, the insurance company will pay you
back the cost of repairing your car less the deductible.
If you are not at fault, the insurance company will try
to recover the amount they pay you from the other
driver’s insurance company. If they are successful in
recovering the money, the insurance company might

even reimburse you the deductible.

5.Comprehensive: Comprehensive coverage is a
very popular type of insurance coverage. It repays you
for loss or damages due to any other event besides
traffic accidents, like theft, fire, flood, earthquake,
contact with animals, etc. As with any other coverage,

the higher the deductible, the lower the premium paid.

6.Uninsured Motorist Coverage: This coverage
protects you, your family members or someone driving

your car with your permission if one of you is hit by an

at-fault, uninsured driver .

Flood Insurance

A standard home insurance policy is designed to
protect a homeowner against loss of personal property
inside the home or even damages to the home itself.
Personal property is often described as “movable
items”, or property that can be moved from one location
to another. It includes furniture, clothes, art, writing,
household goods, boats, vehicles, etc. The problem
with most home insurance policies is that they exclude
natural disasters or “acts of God.” Homeowners
have come to realize that they have to buy additional
insurance to protect themselves from damages that

occur due to theft, wind or flood.

With flood insurance, claim amounts can either be
actual cash value or replacement cost of the damaged
property or item. Replacement cost is simply the cost
to replace the damaged item. For a damaged house
or property to be eligible for replacement cost, three
criteria must be met:

- The building has to be a single family dwelling.

- It must have been occupied for at least 80% of
the year.

- Building coverage must be at least 80% of the full
replacement cost of the building.

- Actual cash value is the replacement cost less
depreciation. Personal property like carpets, furniture,
etc. is always valued at actual cash value.

Flood insurance has two types of policies:

1. Standard Policy: Standard policy covers residential
buildings, commercial buildings, manufactured homes
and condominiums.

2. Preferred Risk Policy: The preferred risk policy is
a cheaper option that covers the area that has low to
moderate risk of flood.

Liability Insurance

Liability insurance is designed to protect the insured
from various risks, including being sued for negligence
and unintentionally causing harm to someone in
the course of an accident. This type of insurance
is beneficial to people in high-risk professions like
construction, manufacturing and medicine. Liability
insurance comes in handy when the policyholder
engages in unintentional behavior during the course of
work that causes damage or harm to someone else.
For example, if you are a construction worker and a
structure you work on hurts someone, if you did not
intentionally cause harm, the insurance company will

cover the cost of damages to the injured party.
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