Buy-Sell Agreements
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A buy-sell agreement is a document that dictates the transfer of ownership between partners or shareholders triggered by specific events.  It also specifies the agreed-upon price of the business interests or the method of valuation of the business interests.
The buy-sell agreement deals with two categories of events triggering the transfer of ownership.

LIFE EVENTS:

· Death


· Disability

· Employment Termination

· Voluntary (I quit)

· Involuntary (I have to quit because I was either fired, was under court order, lost my license to do business, or the company has been sold, etc)

· Transfer of Shares

· Voluntary – First right of refusal applies

· Involuntary – remaining shareholder MAY have the first right but this depends

· Marriage or Re-marriage - This area of the agreement also ensures that the current spouses agree to the terms of the agreement

OTHER LEGAL AND FINANCIAL ISSUES THAT OFTEN CAUSE 

LITIGATION IF NOT CONSIDERED IN A BUY-SELL AGREEEMENT:

· Valuation of the Company – fair market value or do we mutually agree upon a price?

· Funding the Buy-Sell Agreement – life insurance type, who owns the policy, what to do if there are excess or insufficient benefits, cross purchase or stock redemption, etc.
· Integration with Note Payable including terms of the note in the event of a shortfall in capital
· Ensuring the Buy-Sell does not conflict with any other shareholder’s personal estate planning documents such as a living will, etc

