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Note

This is a decision framework guide designed to help business owners understand

the real decisions beneath a buy-sell agreement.

It is not a legal template and not a substitute for legal, tax, valuation, or

insurance advice.

A durable buy-sell agreement is built collaboratively by the owners and their

professional advisors, typically including a business lawyer, an accountant or tax

advisor, and often a valuator and insurance or financing specialist.

This guide is designed to help owners decide whether their buy-sell agreement

would function under stress - not to validate that one exists.
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1. Who This Guide Is For / Who It's
Not For

Who This Guide Is For

This guide is for you if:

You are a Canadian business owner with an incorporated business and two or more shareholders.

You want the business to continue if someone dies, becomes disabled, or chooses to exit.

You care about protecting families, partners, employees, and the enterprise itself.

You want a buy-sell agreement that works in real life, not just on paper.

You want to arrive at conversations with your lawyer and accountant as a clear, prepared decision-maker.

Who This Guide Is Not For

This guide is not for you if:

You are a solo owner with no partners or successors.

You are looking for a plug-and-play template or a single "best" structure.

You want to outsource all thinking and simply sign what is drafted.

You expect this guide to replace professional advice.

This guide helps you understand and decide. Drafting and implementation remain the role of your advisors.



insightplanning.com 3

2. How to Use This Guide

This guide is designed to be read in two passes.

Pass 1 - Orientation

Read from start to finish.

Do not skip ahead to structures or funding.

Pass 2 - Application

Revisit the sections tied to the exit scenarios most likely to apply to your business.

Use the appendices to pressure-test your current agreement or prepare for

professional conversations.

If this guide leaves you with better questions and clearer instincts, it has done its job.
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3. Reality Check: Why Buy-Sell
Agreements Fail

Buy-sell agreements rarely fail because owners are careless.

They fail because the agreement was created during a cooperative, optimistic period and later tested during a

stressful, uncertain one.

A familiar story

Partners start strong. They build. They trust each other.

A shareholders' agreement is signed early. The buy-sell clause feels responsible. Then life moves on.

Years pass. The business grows. Families change. Health changes. Priorities shift.

Eventually, a moment arrives:

a serious health event

burnout

marital strain

growing conflict

or death

At that point, the buy-sell clause stops being theoretical.

It becomes a set of forced decisions.
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What breaks under pressure

Valuation methods produce numbers no one can live with.

Funding assumptions rely on money that is not available.

Disability is treated like death, even though it unfolds very differently.

Spouses and executors are pulled into uncertainty.

Banks hesitate to lend into instability.

A buy-sell agreement is not a technical feature.

It is a decision system for high-stress moments. Most buy-sell agreement failures come from

assuming today's cooperation will persist under tomorrow's pressure.
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4. The Cost of Doing Nothing

Doing nothing feels neutral.

It isn't.

When there is no clear, pressure-tested buy-sell agreement, inaction quietly becomes a decision with predictable

consequences. This is not about worst-case scenarios. It is about what happens most often.

Area of Impact Consequences & Effects

Control &
Continuity

Without a clear exit mechanism: authority becomes ambiguous; decision-making

slows; confidence erodes among employees, lenders, and suppliers.

The business may continue, but often in a diminished, fragile state.

Relationships When outcomes are unclear: owners fill gaps with assumptions; resentment

builds quietly; disagreements become personal.

Most partnership breakdowns are slow, not sudden.

Families This is the cost owners most underestimate. Without clarity: spouses negotiate

during grief; executors interpret vague clauses; families wait for liquidity that

does not arrive.

Even strong families carry unnecessary stress when plans are unclear.

Optionality Inaction feels flexible. In practice, it narrows choices: funding options shrink;

valuation disputes harden; timing becomes forced; leverage disappears.

Inaction is not passive. It sets the path.
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5. The Decision at Hand: What You Are
Actually Deciding

A buy-sell agreement is often treated as one decision.

In reality, it is four interdependent decisions. Weakness in any one of them can undermine the entire plan.

1. What events trigger an exit?

2. Who buys?

3. How is the buy-out funded?

4. How is value determined?

The sections that follow are designed to help you work through each decision deliberately.
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6. Decision 1: What Events Trigger
an Exit?

Most owners start with death. That is understandable. It is also incomplete. Different triggers create different

timelines, fairness expectations, and funding realities.

Death

Immediate and irreversible

Creates estate timelines and liquidity needs

Brings spouses and executors into the business

Good design here emphasizes clarity, speed, and minimal interpretation.

Disability

Often the most overlooked trigger. Disability is statistically more likely than death during ownership, and can be

harder to resolve cleanly.

Gradual and ambiguous

Raises questions of capacity, compensation, and control

Can last years

Good design defines thresholds, authority, and a fair exit path if needed.

Retirement or planned exit

Anticipated, but often emotional

Funding is usually a cash-flow problem, not a lump-sum problem

Good design allows staging and aligns expectations with business capacity.

Conflict or deadlock

Rarely planned for

Often the most destructive

Good design creates a procedural exit that protects continuity when trust is low.
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7. Decision 2: Who Is Expected to Buy?

Once an exit is triggered, someone must acquire the departing owner's interest.

There are only three possibilities:

1. Remaining shareholders buy personally

2. The corporation redeems the shares

3. A hybrid of both

This is not a tax decision first. It is a control, fairness, and execution decision.

The right choice depends on:

number of owners

relative ages and health

income differences

administrative tolerance
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8. Decision 3: Where Does the Money
Come From Under Stress?

Funding is where buy-sell agreements most often fail.

Funding must match the trigger, not just the structure.

Common funding sources (high-level)

Insurance

Borrowing

Corporate cash flow

Vendor take-back or staged payments

Combinations of the above

A practical test

A funding plan must answer one question clearly:

Would this money realistically exist at the exact moment it
is required?

If the answer is uncertain, the plan is incomplete.
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9. Decision 4: How Is Fair Value
Determined When No One Is Calm?

Valuation is not just a number. It is a fairness system that shapes behaviour long before it is used.

Common approaches

Fixed price

Formula-based valuation

Independent valuation

Offer or shotgun mechanisms

A good valuation method is not one that feels fair today. Any valuation method that depends on future updates

should be treated as temporary by design.

It is one that remains defensible when trust is low and incentives diverge.
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10. Common Mistakes

These are failures of design, not intent:

Designing for death only

Treating disability like death

Assuming insurance solves all liquidity needs

Leaving valuation clauses untouched

Using shotgun clauses without acknowledging unequal access to capital

Believing issues will be worked out later

A buy-sell agreement is not something you want to improvise.
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11. Trade-Offs & Tensions: The
Main Structures

There is no universally best structure.

Each structure optimizes for something and gives something up.

Cross-purchase
Simple for small, similar ownership groups

Becomes complex and unfair as differences grow

Corporate redemption
Administratively simple for larger groups

Requires corporate liquidity and careful coordination

Hybrid
Flexible when clearly defined

Confusing when poorly sequenced

Criss-cross
Powerful in sophisticated settings

Fragile without discipline and coordination

These are situational tools, not best practices. Fit depends on context, not popularity.
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12. The Role of Your Professional
Advisors

A strong buy-sell agreement is collaborative. This guide helps you bring clarity to the table.

Business lawyers translate decisions into enforceable language.

Accountants and tax advisors identify tax risks and coordination issues.

Valuators design defensible valuation methods.

Insurance and financing specialists confirm liquidity is realistic.

Good advisors do not replace your judgment. They strengthen it.



insightplanning.com 15

13. What Good Looks Like

A strong buy-sell agreement:

Works when relationships are strained

Matches funding to triggers

Produces liquidity when needed

Is understandable to spouses and executors

Has clear steps and timelines

Is revisited as the business evolves

The goal is not optimization. The goal is resilience.

14. Natural Next Step

If you already have an agreement, your next step is not immediate rewriting. It is pressure-testing:

Does this still match the business today?

Does it still match the owners today?

Would it work under stress?

If you do not yet have an agreement, align on the four core decisions in this guide before drafting begins.

Clarity now creates calmer, faster implementation later.
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Appendix A: Buy-Sell Pressure Test
Do we have different funding plans for death, disability, and retirement?

If an owner became disabled tomorrow, what exactly happens next?

Could the remaining owners execute the agreement without borrowing?

Has our valuation method been reviewed in the last three years?

Would spouses or executors understand the process?

Does this still work if relationships are strained?

Would an executor with no business background be able to follow this process without interpretation?

Uncertainty is a signal.



insightplanning.com 17

Appendix B: Buy-Sell Conversation
Brief

Use this to prepare for discussions with your lawyer, accountant, and advisor.

Most likely exit triggers:

Preferred buyer under each trigger:

Funding sources we are comfortable relying on:

Valuation approach we believe is fair:

Known constraints or non-negotiables:

Timing expectations to design around:

This brief supports collaboration. It does not replace professional judgment.



Educational information only. This guide is not tax, legal, or investment advice.
Personal circumstances vary and professional advice should be obtained before acting.

A Deep Decision Framework for Continuity,
Fairness, and Calm Under Pressure

This guide is designed to help owners decide whether their buy-sell agreement
would function under stress - not to validate that one exists.

Clarity now creates calmer, faster implementation later.


