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            Insuring Your Business With a Buy/Sell Agreement


            
                Life insurance is designed to help protect a household from the financial hardships that may follow the untimely death of a primary wage earner.
But how will a death affect a small business?
One way of safeguarding a business is to create a buy-sell agreement. A buy-sell agreement is a contract between different entities within a corporation to buy out the interests of a deceased or disabled member. A buy-sell agreement also can protect the business from loss of revenue and cover the expense of finding and training a replacement.
Types of Buy-Sell Agreements
There are two main types of buy-sell agreements commonly used by businesses:
[image: Insuring Your Business with a Buy-Sell Agreement]
Cross-Purchase Agreement. In a cross-purchase agreement, key employees have the opportunity to buy the ownership interest of a deceased or disabled key employee. Each key employee takes out a policy on each of the other key employees. Cross-purchase agreements tend to be used in smaller companies where there are not too many key employees to cover.
Stock-Redemption Agreement. Stock-redemption agreements are formal agreements between all the key employees – and the business, itself – under which the business agrees to purchase the stock of deceased key employees. Key employees agree to sell their shares to the company often in exchange for a cash value.
These agreements establish a market value for a key employee’s share of the company.
Funding a Buy-Sell Agreement
There are several options for funding a buy-sell agreement:
Set Aside Funds. Money for a buy-sell agreement can be set aside, as long as it is easily accessible. These funds must be kept up for the life of the company and may present a temptation during fiscally tough times. The business owners must determine the appropriate amount needed to cover the cost of a buy-out.
Borrow the Needed Amount. A company can borrow enough to buy out a withdrawing key employee at the time of their death. However, the loss of the employee can often affect a company’s ability to secure a loan, and the payments become an added stress on the business during an already difficult time.
Life Insurance. Purchasing a life or disability policy in order to fund a buy-sell agreement is an option when preparing for the future. Using life insurance enables a buy-sell agreement to be funded with premium payments and attempts to ensure that funds will be available when they are needed.
Several factors will affect the cost and availability of life insurance, including age, health, and the type and amount of insurance purchased. Life insurance policies have expenses, including mortality and other charges. If a policy is surrendered prematurely, the policyholder also may pay surrender charges and have income tax implications. You should consider determining whether you are insurable before implementing a strategy involving life insurance. Any guarantees associated with a policy are dependent on the ability of the issuing insurance company to continue making claim payments.
The content is developed from sources believed to be providing accurate information. The information in this material is not intended as tax or legal advice. It may not be used for the purpose of avoiding any federal tax penalties. Please consult legal or tax professionals for specific information regarding your individual situation. This material was developed and produced by FMG Suite to provide information on a topic that may be of interest. FMG Suite is not affiliated with the named broker-dealer, state- or SEC-registered investment advisory firm. The opinions expressed and material provided are for general information, and should not be considered a solicitation for the purchase or sale of any security. Copyright  FMG Suite.
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            A Living Trust Primer

            Living trusts are popular, but their appropriateness will depend upon your individual needs and objectives.
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            Retirement Is a Beginning

            Key questions to answer when you are considering retirement.
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            A Primer on Irrevocable Life Insurance Trusts

            Irrevocable life insurance trusts can be important tools that may accomplish a number of estate objectives.
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                                    6927 NW 3rd Avenue

                                    
                                    Rear

                                    
                                    Miami , FL 33150
                                    
                                

                                
                                info@pdfgi.com

                                
                            



                            
                                
                            
                        
                    


                    
                     
                        
                            Quick Links

                            	Retirement
	Investment
	Estate
	Insurance
	Tax
	Money
	Lifestyle
	All Articles
	All Videos
	All Calculators


                        
                        
                    

                    
                        
                            
                                Check the background of your financial professional on FINRA's BrokerCheck.

                            

The content is developed from sources believed to be providing accurate information. 
        The information in this material is not intended as tax or legal advice. Please consult legal or tax professionals 
        for specific information regarding your individual situation. Some of this material was developed and produced by 
        FMG Suite to provide information on a topic that may be of interest. FMG Suite is not affiliated with the named 
        representative, broker - dealer, state - or SEC - registered investment advisory firm. The opinions expressed and 
        material provided are for general information, and should not be considered a solicitation for the purchase or 
        sale of any security.


    We take protecting your data and privacy very seriously. As of January 1, 2020 the California Consumer Privacy Act (CCPA) suggests the following link as an extra measure to safeguard your data: Do not sell my personal information.
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