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Key-person insurance is not a new
product. But despite all the benefits it
offers, it's not something that comes
up a lot when discussing startups,
venture capital, or investments. Maybe
it's because entrepreneurs don’t want
to discuss worst-case scenarios which
they consider unlikely. 

But the recent case of Onyx
Motorbikes and its CEO’s untimely
death showcases the importance of
Key Person Insurance. A relatively
inexpensive premium could have kept
the company going and protected the
investors. While we cannot predict
exactly how it could have worked out,
these policies often come with
measures to look after the insured
person’s health and may have even
prevented the CEO’s untimely death.   
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Onyx started off strong

E-bike/e-mobility startups rarely have a
finished market-tested product before
they bring in investors largely due to the
development costs. For instance, Lime
Scooters got its first funding months
before it launched its first location. But
Onyx had a different story. 

Tim Seward, who was an engineer at LG,
built his first prototype because of his
fondness for vintage electric bikes and
cars. He decided to build a company
around it when he drove around San
Fransisco and people started asking him
where they could get one. The wooden
body and the retro design found a 

lot of interested buyers and it looked like
the startup would reach huge heights. 

At that time, design technologist James
Khatiblou was working at Amazon and
lived near Onyx’s San Fransisco
workshop. James used to go to their
workshop and had built his own Onyx
bike. 

After a while, Tim handed over the keys
to his business to James for $1 to focus
on building and designing bikes instead
of running a company. 

https://en.wikipedia.org/wiki/Lime_(transportation_company)#:~:text=The%20company%27s%20first%20location%2C%20University%20of%20North%20Carolina%20at%20Greensboro%2C%20launched%20in%20June%202017%20with%20125%20bicycles.%5B2%5D
https://en.wikipedia.org/wiki/Lime_(transportation_company)#:~:text=The%20company%27s%20first%20location%2C%20University%20of%20North%20Carolina%20at%20Greensboro%2C%20launched%20in%20June%202017%20with%20125%20bicycles.%5B2%5D
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Then it ran into some
troubled waters

James Khatiblou made some mistakes as
a first-time founder. To secure funding,
he signed agreements with creditors in
which he was personally liable for the
money. And according to TechCrunch, he
overspent on supply and accounting
costs. 

James also had difficult relationships
with his investors and shareholders. 

At the same time, his mental health was
starting to take a hit. According to 

people who were close to him, he was so
stressed out that he couldn’t even carry
on a conversation. His physical health
also deteriorated, and he was then
diagnosed with pneumonia (later it
became clear that it was a blood clot that
was causing his problems). 

The company started facing eviction
notices. When the CEO appeared to be
unable to deal with its problems, the
team started discussions with the COO,
who then resigned. 

But things changed
completely for Onyx after
its owner/CEO passed
away
James’s health problems took an
unexpected turn and he passed away
due to a pulmonary embolism. 

Onyx didn’t have a plan on what to do in
case something happened to its CEO and
James didn’t have a will or a succession
plan. The company was now left with no
owner and mountains of debt and legal
problems. The investors and creditors are
now in legal battles to decide what to do
with the company and its assets. Onyx
shut down all of its operations. 

https://techcrunch.com/2024/05/27/onyx-motorbikes-was-in-trouble-and-then-its-37-year-old-owner-died/?utm_campaign=tc_daily_am&utm_medium=newsletter&_hsenc=p2ANqtz-89CUBQs6eaxL2r8PzK6tmdc6zd_hgMmS0S_NQznlmThfCStW182vukzPCYGs1v5k6oWQhtL58eh9ftu9YH5Ig7DUH10gNkXQi7z1xod661DzFCDxY&_hsmi=309036937&utm_source=tc
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Onyx could have had a
more promising future if its
investors had secured key-

person insurance
There were many things that went
wrong with Onyx even before the death
of its owner. Best practice dictates that a
founder should not be a personal
guarantor on loans. In fact, startups and
many businesses go to great lengths to
structure the company to ensure that in
case the company goes down, investors
or founders won’t be held personally
liable. 

Another mistake was not having a
succession plan for the founders and
other key persons. A detailed succession
plan with strong key person insurance
may have kept the company going even
now. 

If the investors had paid a roughly $1,000
yearly premium for key-person insurance
(around $3 a day), they would have
received around $2 million to keep the
company going or cut down their losses
when James died. If we look at some of
the top key-person insurance plans, we
can see that besides protecting the
company from the death of a cofounder,
they also take steps to prevent that. 

Certain key-person policies even offer
solutions to help founders manage their
health. This could be through free
subscriptions to meditation apps, regular
health check-ups, activity trackers and
health monitors, and more. 
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It may be too
late for Onyx,
but it doesn’t
have to be this
way for others

Key-person insurance is a powerful tool
for investors in the Wild West of
venture capital where 25% of startups
close down in the first year and only
10% succeed in the long run. There are
too many variables for a startup to
succeed and even with years of
experience, it's difficult to control them
all. 

Key-person insurance can help
mitigate this risk and keep investments
safe for VCs. 

Startups need
key-person
insurance.

And SafeReign
offers the

best. 

SafeReign offers startups and
investors key-person insurance
tailored to their unique needs.
SafeReign’s solutions ensure that the
interests of all stakeholders are
protected and that your business will
go forward without any trouble even
if a key person (founder/CEO/CTA/…)
passes away suddenly. 
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Reach out to SafeReign, and let’s discuss how we can
protect your company and investments.

https://safereign.ai/contact/

