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TYPES OF BUY-SELL AGREEMENT
ENTITY-PURCHASE

CROSS-PURCHASE

An arrangement among the owners of
the entity at an agreed terms &
conditions while the owners are alive

The business owners are obligated to
sell their interests to each other (the
remaining owner) on the agreement
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A key employee in the business
purchases and owns a life insurance
policy on the life of the business
owner per agreement

—
T ——

pay premiums @
\4

 p—

~ purchase life
->insurance policies €
on each other

\

|4
) ;
option to bonus

)
premiums to the

Key Employee

”
Ke
&> Emplo>§/ee

purchase life insurance —
policies on owners X & Y
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W—if Owner X or Y passes away-m
Death Benefits m

redeem the stock continue to own a
owned by the policy on the life of
deceased owner's the remaining
estate owner

if Owner X or Y passes away pay premiums (policy owner) @

Death Benefits

buy out deceased owner’s stock
in the Company

purchase life insurance policy
on the business Owner
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PEETNNE IS <—if the Owner passes away

Ke buy the stock owned by the
deceased owner's estate and
[y become the company owner

deceased owner's estate still owns a
—>  policy on the remaining owner
which'could either be sold to the
remaining owner or the Company

Protect against the sale of a significant interest to outside investors

Guaranteed Buyer

greed Selling

Set an
Price

Create Liquidity
Maintain Harmony

Total Cash Value:
US$5,328,191*

Year 20

Easier to negotiate an agreed price while alive than upon death
where remaining owners control the business

Create the continuation of cash for the loved ones (owner's estate)
to pay for living expenses and lifestyle

Avoid problems that could arise from the deceased owner's family
joining the business

#TAKEAWAY

+ The policies can double up as cash reserves
through withdrawals and employees' benefit,
giving all stakeholders peace of mindand

;Igrowdlr)g financial power in succession planning.

Totel Caglh Valle: + The policies also increase the net worth of the

CASE STUDY

Gordon
(Partner,
Age 40)

Purchase life insurance policies of
US$10M on each other

Enter a Buy-sell Agreement of total
US$20M to create a safety net

* company, act as a contingent solution for
UER T company debts, and the possibility of a pension
Year 30 fund for'the life assured.

Total Premium: US$2,326,804.78*

*Value illustrated consists of guaranteed and non-guaranteed portions, it must be read in conjunction with the main Policy lllustration.

Disclaimer

We assume no responsibility or liability for any errors or omissions in the content of this material. The information contained in this material is provided on an “as is”
basis with no guarantees of completeness, accuracy, usefulness or timeliness and without warranties of any kind whatsoever, expressed or implied. This is intended for
educational/reference purposes and nothing contained in this material may be construed as investment, tax or legal advice in respect of any jurisdictions or
counterparties. We strongly recommend an independent assessment of the specific legal, regulatory and tax consequences in relation to presented transaction. For
internal business training only. Not for external distribution.
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