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Business owners will often tell you that the key to long 
term success is to employ and invest in the right people. 

Many small businesses rely heavily on the skills and 
knowledge of a few key people. An unplanned absence 
due to sickness or injury can have a serious financial 
impact to business income and cashflow. Key Person 
Income is about protecting business owners against this 
financial risk. 

BT’s Key Person Income insurance is available to small 
Australian businesses, to insure the owners and key 
income generating employees.

If an insured key person is unable to work to their full 
capacity due to sickness or injury, Key Person Income 
insurance can provide a monthly benefit to the business 
for up to 12 months.

During times of disruption and uncertainty, the financial 
support from Key Person Income insurance can help 
business owners to maintain cash flow and control. 

Key Person Income is available as part of BT 
Protection Plans, a comprehensive range of business 
insurance solutions.

For more information on the Key Person Income terms and 
conditions, please refer to the Protection Plans Product 
Disclosure Statement and Policy Document (PDS).

About Key Person Income
Key Person Income offers great features and benefits 
to support your clients in a time of need.

Features

 > Choice of 30 and 90 day waiting periods

 > Benefit period of 1 year

 > Worldwide cover, 24 hours a day

 > 3% minimum CPI increase on the monthly benefit

 > 5% Multi-Policy premium discount if the insured 
person is covered by another BT Protection 
Plans policy.

Benefits

 > Total Disability Benefit: 2-tiered total disability definition 
(based on 10 hours and duties criteria)

 > Partial Disability Benefit

 > Elective Surgery Benefit

 > Recurrent Disability Benefit

 > Death Benefit.

Key Person Income
BT’s award winning business insurance solution

Key Person Income is designed specifically to help small businesses protect against revenue 
loss as a result of sickness or injury to a key person.

Support for your 
client’s business
The loss of a key person, even 
if it’s short term, can have an 
immediate impact. A Key 
Person Income policy can 
provide much needed financial 
support in these situations.

 Potential impact

 > Loss of revenue
 > Disruption to 

business operations 
and management

 > New expenses
 > Loss of key clients 

and contacts

 Key Person Income

 > Provide cash flow
 > Allow the business to 

continue loan repayments
 > Meet business expenses
 > Fund locum
 > Fund recruitment and 

retraining

>
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Eligibility and benefit calculation checklist

This checklist will help you determine if your 
client is eligible for Key Person Income and 
provide guidance as to the maximum amount 
of cover available. 

This checklist does not form part of an indicative 
underwriting assessment. A completed Financial 
Questionnaire will be required for all Key Person 
Income applications. Additional financial and medical 
requirements may also be requested for individual 
applications or above certain levels of cover. 

Please refer to the Adviser Guide for further details.

Who is considered a key person?

A key person can be a business owner or an arm’s 
length employee* with specific skills and knowledge who 
is working in the business to generate revenue. The loss 
of the key person would result in significant loss of 
revenue during the continuation of business operations.

Eligibility criteria 

The business and the key person(s) will need to meet the 
following eligibility criteria:

Business

The business must meet ALL of the criteria below:

 > Has been trading for more than two years.

 > Has been in a net profit position in the last two 
financial years.

 > Has a maximum of 40 full time (or part time 
equivalent) employees. 

Please note: a maximum of five key people in a business 
can be insured under Key Person Income.

Key person – Business owner

The key person business owner must meet ALL of the 
following criteria: 

 > Contributes between 20% and 80% of the gross profit 
in the business. 

 > Owns between 20% and 80% of the business. 

 > Occupation category P, S, AA, A, B or BB 
(excluding farmers).

Key person – Employee

The employee* must meet ALL of the following criteria:

 > Contributes between 20% and 100% of the gross 
profit in the business.

 > Occupation category P, S, AA, A, B or BB 
(excluding farmers).

Individual consideration

If your client does not meet the above criteria, contact 
our underwriters for a pre-assessment based on 
individual consideration.

Our underwriters will need the following information 
to discuss the pre-assessment:

 > Your evaluation of the business and key person 
against each of the eligibility criteria. 

 > Details of the business ownership structure.

 > The following details about the key person:

 − Position and main duties within the business.

 − Any special skills, industry contacts or expertise 
they may possess.

 − Percentage of gross profit they generate for 
the business.

 − The financial impact to the business gross profit if 
they are unable to work due to sickness or injury.

Type of contracts available
Business owners may be insured under an indemnity 
policy for the revenue they generate for the business.

Employees may be insured under an endorsed agreed 
value or indemnity policy for up to 150% of the 
employee’s remuneration package.

* An arm’s length employee is an employee with no ownership of the business. In circumstances where an employee has part ownership in 
the business, please contact one of our underwriters for special consideration.

“... Key Person Income 
insurance can help 
business owners to 
maintain cash flow 
and control.”
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Calculating the maximum monthly benefit
The maximum monthly benefit allowed in respect of each key person is $60,000.

BUSINESS OWNER AMOUNT LABEL

Share of the business

The percentage of the business the insured person owns. % (A)

The percentage of gross profit attributed to the 
insured person.

Gross profit is the business revenue minus its cost of goods 
sold, before deducting expenses and tax. Gross profit does not 
include any profit gained from the sale of assets, government 
subsidies or interest.

% (B)

The maximum percentage available is the lesser of (A), 
(B) and 50%.

% (C)

Business gross profit

Gross profit of the business. $ (D)

Maximum monthly benefit

The maximum monthly benefit is:

(C) x (D)
12

$ Maximum monthly benefit

EMPLOYEE AMOUNT LABEL

Annual earnings of the insured person
Earnings is the normal value of the remuneration package paid 
to the insured person before tax by the business, including 
salary, superannuation contributions, fees, commissions, regular 
overtime and bonus payments and packaged fringe benefits.

$ (A)

Key person factor
Key person factor is the multiple of the key person’s earnings 
(before tax) that can be replaced at the time of claim. We will 
consider up to a maximum of 150%.

% (B)

Maximum monthly benefit

The maximum monthly benefit is:

(A) x (B)
12

$ Maximum monthly benefit

Hypothetical Key Person Income 
case study1

John is the joint owner of a cosmetic dental surgery, 
CosDental. He manages the operation of the clinic, and 
holds important relationships with many of the clinic’s 
patients and suppliers. 

Recognising the impact his absence would have on the 
clinic, CosDental establishes a Key Person Income policy 
on John for a monthly benefit of $40,000.

John is injured in a car accident. Due to the serious 
nature of his injuries, he is unable to return to work. 

John’s sudden absence causes an immediate 
disruption at CosDental, which results in a significant 
reduction in revenue.

As John’s condition qualifies for the Total Disability 
Benefit, a monthly benefit of $40,000 is paid to 
CosDental. The benefit provides CosDental with the 
financial means to meet running expenses, and to 
employ a locum to help retain its regular clientele. John 
focuses on his recovery with the knowledge that his 
business is under control. 

After 3 months, John commences his gradual return 
to work. During this time, John qualifies for the Partial 
Disability Benefit. The benefit helps CosDental to 
maintain a steady level of cash flow and stability during 
this period.

1. For illustrative purposes only. The above example demonstrates how a BT Protection Plans Key Person Income policy may be able to aid a 
small business in a time of need.



For more information

bt.com.au 1800 025 127 GPO Box 2861 Adelaide SA 5001

This information is current at 17 August 2015 but is subject to change.
The Insurer of BT Protection Plans is Westpac Life Insurance Services Limited ABN 31 003 149 157, AFSL Number 233728 (‘the Insurer’).

BT Protection Plans is issued by the Insurer except for Term Life as Superannuation and Income Protection as Superannuation which are issued by Westpac Securities 
Administration Limited ABN 77 000 049 472, AFSL Number 233731 (‘WSAL’) as trustee of the Westpac MasterTrust ABN 81 236 903 448. The Insurer and WSAL are 
wholly owned subsidiaries of Westpac Banking Corporation ABN 33 007 457 141, AFSL 233714 (‘the Bank’). Neither the Bank nor any member of the Westpac Group 
(other than the Insurer) guarantees the benefits payable in relation to BT Protection Plans.

This information has been prepared by the Insurer and is for use by advisers only. It is not to be copied, used, reproduced or otherwise distributed, circulated or 
communicated to any retail client or any other party, or attributed to any member of the Westpac Group. The information provided is a brief overview only, is general in 
nature and does not take into account any personal circumstances. Neither the Insurer nor WSAL intend that this publication be used as the primary source of the 
readers’ information but as an adjunct to their own resources and training. As individual circumstances will differ, independent tax advice may be required by your client.

For terms and conditions relating to BT Protection Plans, including limits and exclusions, please refer to the appropriate Product Disclosure Statement, available at our 
website bt.com.au.
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Frequently Asked Questions

Q. How is Key Person Income different from 
Business Overheads?

A. Business Overheads only provides cover for certain 
business expenses incurred during the period of 
disability. In addition, some items (such as the salaries 
of income-generating staff) are not covered and this 
often leaves a shortfall.

 Key Person Income provides a monthly benefit which 
can be used not only for fixed business expenses but 
also to cover lost revenue, the salaries of staff 
members and debt repayments.

Q. Can the key person have personal income 
protection as well?

A. Employees
 Yes.

 Business owners 
 Yes, but with some limitations.

Q. Is Key Person Income insurance available 
to sole traders?

A. Key Person Income insurance is not available to 
insure the owner of a sole trader business, but can be 
used to cover the key employees. 

 Personal income protection and Business Overheads 
can be considered to cover sole traders.

Q. Are there any income offsets at claim time?

A. The standard Key Person Income policy terms do 
not have ongoing offsets for business and 
personal income. 

 We will offset payments from another existing 
insurance policy if it is not disclosed during the 
application process.

AFA/Plan for Life Awards 2014

Winner: Risk Product Innovation Award for BT Financial 
Group – Key Person Income Insurance 

Canstar Innovation Excellence Awards 2015

Winner: BT Protection Plans Key Person Income


