
You or a partner disabled? 
What are the odds?

The chances of at least one partner in a business 
becoming disabled for more than a year are:

Next Steps

•	 Talk about Disability Buy-Out Insurance with your 
partners.

•	 Contact	your	financial	or	insurance	representative	to	
discuss Disability Buy-Out Insurance and business 
valuation.

•	 Determine the type of buy-sell agreement that will 
work best for your business.

•	 Work	with	your	financial	representative	to	gather	
financial	and	health	documents.

•	 Complete an application. 
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Ask your financial or insurance representative 
about disability insurance5 to:

•	 Reimburse	Business	Overhead	Expenses

•	 Cover	Fixed-Term	Payment	Obligations

•	 Cover	personal	disability	for	you,	your	partners,	and	
key employees 

1  The business value determined by the Business Valuation 
Endorsement is one of several factors used to determine the 
Disability Buy-Out benefit payable. As such, the Disability Buy-Out 
benefit amount may differ from the business value determined 
by either the Business Valuation Endorsement or that of an 
independent appraisal. See policy form 3200 “Provisions Related to 
Benefits” for details.

2  Not available in CA or FL

3  Referred to as Waiver of Premium Benefit 

4    National Association of Insurance Commissioners 1985 Individual 
Disability Table.

The Guardian Life Insurance  
Company of America
7 Hanover Square 
New York, NY 10004-4025 
www.GuardianLife.com

Pub 4376BL (08/14) 
2014—9901 (Exp. 08/16)

Policy Form 3100 or 3200 underwritten and issued by 
Berkshire Life Insurance Company of America, Pittsfield, 
MA, a wholly owned stock subsidiary of The Guardian Life 
Insurance Company of America, New York, NY.

This policy provides disability buy-out insurance only.  
It does not provide basic hospital, basic medical or major 
medical insurance as defined by the New York State 
Insurance Department. The expected benefit ratio for this 
policy is 55%. This ratio is the portion of future premiums 
that the company expects to return as benefits, when 
averaged over all people with this policy.

This brochure is provided for informational purposes 
only and should not be considered tax or legal advice. 
Please contact your tax or legal advisor regarding the tax 
treatment of the policy and policy benefits. You should 
consult with your own independent tax and legal advisors 
regarding your particular set of facts and circumstances. 
The information provided is not intended or written to 
be used, and cannot be relied upon, to avoid penalties 
imposed under the Internal Revenue Code or state and 
local tax law provisions.

Chart the Course  
for Your Business

DISABILITY INSURANCE  
TO FUND A BUY-SELL AGREEMENT 



What Would Happen to Your Business  
if You or a Partner Became Disabled?

Few business partners have a plan in 
place to help protect their business 
in the event of a prolonged or 
permanent disability of a partner. 
And few business owners realize 
that such an illness or accident 
befalling a partner could have 
devastating effects on their business. 

If one of your partners was disabled,  
how would you resolve conflicting interests?
The Disabled Owner’s Concerns

•	 How	can	I	recover	my	investment?

•	 Where is the return for starting and growing the 
business?

•	 Why	should	I	let	others	run	my	business,	using	
my	money?	

The Remaining Owners’ Concerns

•	 How long can we operate without the disabled 
owner’s	help?

•	 How long can we continue to pay the disabled 
partner	who	is	not	contributing	to	the	business?

•	 Would the disabled owner’s spouse or children 
want	a	say	in	running	the	business?

•	 Will the disabled partner sell his or her interest 
to	a	competitor?

•	 Where would we get the money to buy out the 
disabled	partner?

Alleviate These Issues  
With Disability Buy-Out Insurance
A	disability	buy-sell	agreement	is	an	important	first	
step	in	protecting	a	business	in	the	event	that	one	of	
the partners becomes disabled. Disability Buy-Out 
Insurance reimburses the policyholder for the purchase 
of a disabled partner’s interest. 

Our Disability Buy-Out Insurance is economical 
because the funding comes as a result of paying 
regular premiums that are known and can be budgeted 
for	—	not	from	depleting	savings	or	investment	
accounts,	drawing	from	future	earnings,	or	affecting	
credit sources in order to buy out the disabled partner. 
It	ensures	that	funds	are	available	in	a	timely	manner	
without placing the business at risk.

Easy-to-Understand Business Valuation Formula1  
In the Contract 
Our Disability Buy-Out Insurance includes a  
business	valuation	formula	right in the policy. 
This makes it easier for you and your partners 
to	understand	how	the	business	is	valued	at	the	
time of policy purchase as well as at the time of a 
claim.	Something	so	important	as	the	value	of	the	
business	you’ve	worked	hard	to	build	should	be	
straightforward in any Disability Buy-Out policy 
you’re considering.

If you or a partner became    
disabled, are you prepared?

Our Disability Buy-Out Insurance Also:
•	 Provides	occupational	rehabilitation	and	
modification	and	access	benefits	with	an	agreed-
upon plan to help owners return to their business.2

•	 Offers	a	Transfer	of	Coverage	Option	that	
preserves	medical	insurability	in	the	event	an	
owner	leaves	one	business	to	join	another.2

•	 Offers a choice of elimination periods before 
benefits	were	to	begin	—	12,	18	or	24	months.	

•	 Waives	premiums	during	total	disability	—	and	—	
refunds premiums already paid that apply to the 
period of disability.3

•	 Enables	owners	to	convert	business	coverage	to	an	
individual	disability	income	policy	up	to	age	55,	
subject	to	eligibility	requirements.2 

Flexible Choices
You	and	your	partners	can	decide	on	having	the	policy	
owned	by	the	business,	a	trust	or	the	partners.	Funding	
options	to	complement	the	provisions	of	your	buy-sell	
agreement include:

•	 Lump Sum

•	 Monthly Installment

•	 Combination	(Lump	Sum	benefit	followed	by	
Monthly Installments)

Tax Advantages of Disability Protection  
for Your Business
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