
Finding Solutions 
for the Needs of Small Businesses



Business is GREAT!!  Now what?

You love owning your own business.  

You are in charge.  You make critical decisions 
and willingly embrace the responsibility.

Day after day, you pour your heart and soul 
into bringing your vision to life.  

You step back and realize that your energy,  
knowledge and commitment has produced a 
successful company.

What now?

How do you ensure that your business will survive 
for the next generation of leadership?

How can you protect your dream from the potential 
loss of a key employee or partner?  

THESE are the concerns that keep business owners 
up at night.

The three areas of need …

Your company faces three basic concerns regarding ownership and key employees that require 
advanced planning:

1. Protecting the Operating Team – this is the HUMAN CAPITAL component
2. Planning for Ownership Transfer – ensuring the CONTINUATION of your business
3. Providing for Outstanding Talent – recruiting, retaining and rewarding KEY PEOPLE



I.  Protecting the Operating Team

Your people are at risk

Risk is a fact of business life.  It’s everywhere.  All the 
assets on your balance sheet are at risk.  Your human 
assets are at risk. What options do you have?  

You either carry this risk yourself, supported by the 
retained earnings of your business OR you transfer it 
to an insurer.  

Have you thought about the following “what if” 
scenarios?

• What if…you died unexpectedly?   Could the company 
go on without your leadership, skill and knowledge? 

• What if…another principal or key employee died prematurely? Who would take his or her 
place and keep the business running?

• What if the scenario involved disability instead of death?   Could the business support you or 
another person if disability struck either of you?

A qualified business insurance professional can help you prioritize these risks and identify the various 
alternatives for managing them.  Insurance-based solutions can be designed specifically for small business 
owners.

Life insurance is ideally suited for protecting the business against the loss of the owner.  It can provide 
cashflow or emergency funding from the policy’s death benefit which can help the business in it’s 
greatest time of need.

Disability Income insurance provides a customized monthly benefit to support a disabled owner or key 
employee.  Because of that, the business isn’t forced to pay an income to a non-contributing member of 
the work force at the same time that the business has lost that person’s services.



II.  Planning for Ownership Transition

More “what-ifs” to think about…

What if you or another co-owner passes away and 
the company is able to continue, but the family of 
the deceased owner wants its fair share of the 
business?

How do you resolve the ownership situation then?

What if you become disabled?  Could the business 
buy your interest?

Planning for the continuation of ownership is perhaps the most fundamental need of any closely-held 
business…especially one that has more than one owner.

A proper continuation plan should take into account three outcomes:  death, disability and retirement.  
The solutions available can be surprisingly simple and affordable.

Most small businesses that plan for ownership transition use a BUY-SELL Agreement that specifies the 
terms of buying out the interest of a disabled owner or, in the case of death, the survivors of the deceased 
owner.

The advantages of having an agreement in advance are obvious:

• It establishes an objective, pre-determined valuation amount (or valuation formula) for the 
disabled/deceased owner’s share agreed upon by all parties

• It creates an immediate market for liquidating a disabled/deceased owner’s share

• It establishes the value of the business for tax purposes

• It provides a means for financing the buy-out, usually through disability income insurance or life insurance

At some point, you will choose to retire.  Then the question becomes: from what sources can you receive 
retirement income?  Can your ownership stake be converted or liquidated into retirement assets?  There are 
other tools and techniques, such as a non-qualified business plan, to help you get the value out of the 
business without disrupting operations or compromising its financial health.



III.  Providing for Outstanding Talent

Keep your best people…

Business owners already know how difficult it is to 
attract talented people.  The best people within the 
workforce have several choices of employment and 
can command their asking price.  

If you beat out the competition  for their services, 
your next challenge is retaining them long enough 
to get them truly rooted into the culture of your 
company. 

You do that by rewarding them beyond their regular 
compensation through specific benefit programs.

This usually means going beyond the standard qualified plan (IE: a 401(k) or some other defined 
contribution plan) which have limits on contributions and payouts.

Non-qualified plans are subject to far fewer government regulations and allow you to establish deferred 
compensation for your key people, funded by company contributions that are, in many cases, deductible.

Many types of deferred compensation  arrangements are used through out the small business world to help 
with recruiting and retaining the best possible candidates. 

Non-Qualified plans are subject to far fewer government regulations 
and allow you to establish deferred compensation for your key people
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