What if…

I die without a business
partner

Your family will receive much less than the going-concern value of the business, if they
receive anything at all. The “one-way” buy-sell arrangement can help assure that your family
receives the true, full value of your business.
The unilateral buy/sell agreement or as it is also known, the One Way Buy/Sell Agreement, is often used
with business owners who want to sell their business in the event of their death or retirement but do not
have a co-owner or partner to buy their interest.
You identify a potential purchaser interested in, and able to take over your business. In the event of your
death, your estate will sell your business interest to this person. This person will be obligated to buy your
business interest should you die. The potential buyer will purchase a life insurance policy on your life, pay
for that policy and be the beneficiary of that policy. At your death they will receive the proceeds from this
policy and use these proceeds to purchase your business interests from your estate.
This arrangement fixes a value for your business. The value can be determined several ways: a price
that both you and the buyer agree on, book value at date of death, or a predetermined formula. You will
enter into a unilateral agreement with the buyer to buy your business in the event of your death. The
buyer purchases life insurance on your life. At your death the life insurance is paid to the buyer. Your
business interest passes to your heirs. The buyer purchases your interest from your heirs with the life
insurance proceeds.
There are several advantages to this arrangement.
1. Your family is guaranteed a certain amount of money upon your death for your business interest.
2. Your employees know that the business will continue even if you do not.
3. Your creditors and vendors will know that there is a continuity plan in place.
4. The purchaser might very well be a key employee and is now going to stay with you for the long
run.
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There are considerations that must also be addressed:
1. If the buyer is a child active in the business, inactive children may feel that they did not get their
share of the business when you died. Explore with your Blueprints For Tomorrow © Financial
Professional and attorney, ways to equalize the estate for all of your children involved.
2. When it comes to buying the life insurance on your life you might actually find yourself paying
the premium for the buyer. This could conceivably be designed as a bonus arrangement.
3. The situation where a lifetime sale occurs if you do not die must also be addressed. You will
likely need to structure an installment sale with the buyer.

We tell our business owners on a regular basis that a properly designed exit/contingency plan is of the
utmost importance. Business owners periodically recognize that they can make as much money as
they currently earn by working for someone else. Why put up with the headaches of business
ownership? The answer is that your business is a culture and an asset. Don’t wait! Effective planning
ensures that your hard work will benefit your family/heirs. They deserve to see the fruit of your labors.
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affiliated companies and do not provide tax or legal advice.
AXA Advisors believes that education is a key step toward addressing your financial goals, and this material is designed to serve simply as an informational and educational
resource. Accordingly, this material does not offer or constitute investment advice and makes no direct or indirect recommendation of any particular product or of the
appropriateness of any particular investment-related option. Your needs, goals, and circumstances are unique, and they require the individualized attention of your financial
professional. [But for now, take some time just to learn more.]
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