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CASE STUDY

Lack of Marketability

Challenge

Two engineers, Clarence and Kevin, founded ValvCorp, which specializes in 
designing custom valves for automobile manufacturers. They’ve had much 
success, but both are starting to look at options for retirement. With the 
business built around the partners’ unique expertise, there won’t be much 
left to offer if they sell ValvCorp to a third party upon their retirement. They 
fear they will receive less than fair market value due to the company’s lack 
of marketability. They currently have a buy-sell agreement funded with 
term life insurance, but they’re not sure if it’s enough.

Solution

In order to convert an illiquid asset into a liquid one at retirement, Clarence 
and Kevin’s advisor suggests using a permanent, cash-value life insurance 
contract to fund their buy-sell agreement. Upon the triggering event of 
retirement, the policies can be distributed to each owner to supplement 
their retirement and fulfill any gap created from the lack of marketability. 
Additionally, the current buy-sell agreement was amended to create an 
insurance partnership to hold the policies. A partnership provides the best 
flexibility to hold permanent life insurance for future distribution. 

Action

A specialized line of business may take some specialized planning. If you’re 
worried about marketability or retirement funding, ask your advisor how 
cash-value life insurance can supplement your plans.

C L I E N T  Q U E S T I O N S
n  When did you last have a business 

valuation completed?

n  Have you completed a buy-sell 
agreement?

n  Have you considered how your share 
of the business would sell on the open 
market?

n  Do you think someone would pay 
you what you think your share of the 
business is worth?


