
What is a Buy/Sell Agreement?

Protecting the interests of you, your 
family and your business

If you own a business, it’s likely it will be 
one of your most valuable assets and 
sources of income. 

It’s important to document what will 
happen if you or your business partner 
suddenly dies, becomes disabled or 
suffers from a terrible illness or trauma.

Who’ll take over control and ownership 
of the business?  

Who’ll pay for it, and how?

Will the interests of you, your family 
and the business be protected?

Funding a change of ownership with Buy / Sell Insurance  

Buy/Sell Insurance provides the money to buy out the departing owners share and 
gives the remaining owner(s) options around the future of the business.

It reduces the risk of: 

A Buy/Sell or Shareholders Agreement 
captures the answers to these questions 
and allows the smooth transfer of 
ownership when an unexpected event 
happens. 

Forcing the business to be sold to pay out the departing owner or their 
estate

Diminishing control or assets being frozen due to legal difficulties 
created by the departing owner, or their spouse or estate

Dispute or legal action being taken over a valuation or pay-out figure 
A spouse becoming an active business partner against the remaining 
owners wishes 

The departing owner, spouse or estate selling their share of the business 
to an undesirable third party

A spouse taking claim to business profits without doing any work.
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You’ve worked too hard to leave the fate of your business in the hands of chance.
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The options around ownership include: 

Ownership of the Policy

To ensure all parties interests are 
considered with Buy /Sell insurance, 
who ‘owns’ the Policy is important.

It impacts: 

•   Who controls the Policy
•   The payment of premiums 
•   The business structure
•   Future ownership changes 
•   The tax treatment of the proceeds 

Your Buy/Sell or Shareholders 
Agreement also needs to match the 
policy ownership structure. 

Three key risks covered by Buy/Sell 
Insurance 

The three main risks covered by Buy/ 
Sell insurance include: 

Suffering a terrible trauma 
or critical illness such as 
heart attack, stroke or cancer 
(Trauma / Critical Illness)

Becoming totally and 
permanently disabled (TPD 
Insurance)

Passing away unexpectedly 
(Life Insurance)
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Self-ownership

The person insured owns the 
policy. They keep control of their 
policy, even if they leave the 
business. 

Cross-ownership

The business owners take out 
insurance on each other so the 
Policy ownership changes with 
changes in business ownership. 

Insurance trust 

A trust owns the policies on 
behalf of all business owners, 
so policy ownership is not 
affected by changes in business 
ownership. 

Business entity

The trading entity owns the 
policies on the business owners’ 
lives. Policy ownership is not 
affected by changes in business 
ownership. 
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