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Buying Time for Your Family and Your Business 
 

You’ve worked long and hard to build your business on 
your own. You’ve been successful without a partner 
but one or more of your employees may be able to run 
and operate the business, with a little more 
experience. Perhaps a family member can run the 
business, in time. Perhaps, you’re not far away from 
making your business into a business that a 
competitor may want to buy, but it’s not quite there 
yet. Right now, without you, the business may not 
have a chance to flourish or succeed until a few more 
things fall into place. It’s all about more time.  
Meanwhile, what happens to your family, if you’re 
gone? What happens to your plans for the business? 

One Solution: The No-Sell Buy-Sell Arrangement 

Many closely held businesses are owned and 
managed by one person. So, it’s not unusual to be in 
a situation where there is no immediate 
“successor” to the business in the event of the 
business owner’s death but, given time, there will 
be. Nor is it unusual to find that the business is only 
a few years away from becoming a business that will 
rival a competitor or make the business attractive 
for a merger, but an untimely death of the business 
owner will derail all of that. In those situations, as 
the business owner, you need to buy time for your 
business and for your family. 
 
Where there is no buyer or successor to the 
business, a “No-Sell Buy-Sell Arrangement” may be 
a simple solution to buy time. Through the use of an 
irrevocable life insurance trust to purchase life 
insurance in an amount equal to at least the value of 
the business interest, there will be a source of funds 
available to the family for several purposes: 
 

• to provide income for family needs,  
• to train an employee to take on more 

responsibility,  
• to hire someone to manage the business, or  

• to simply have funds to continue the 
operation of the business, knowing 
revenues may temporarily fall, while the 
business finds a way to stabilize itself and to 
grow again.      

This may buy enough time to find a suitable 
successor or purchaser of the business or to 
complete a merger. The trust can even use the 
proceeds to buy the business and hold it in trust, 
and hire managers to run the business until a 
successor is found. 

How Does it Work? 
 

 
 

1. With the assistance of his/her estate 
planning attorney, the business owner 
creates an irrevocable life insurance trust 
(ILIT) and gifts the amount of the premium 
each year to the trust. The attorney 
instructs the business owner on some of the 
technical requirements in making the gift to 
ensure that gift tax exemptions are 
leveraged. 

2. The trustee purchases and owns the life 
insurance on the business owner’s life and 
makes the premium payments. 
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3. Upon the business owner’s death, the 
insurance proceeds will be paid to the trust. 

4. The trust will use the insurance proceeds for 
the benefit of the surviving spouse and 
children. 

5. The trust can also use the insurance 
proceeds to make loans to the business so 
that the business may hire and train 
appropriate personnel to continue the 
business, thus, buying time. The trust can 
also buy the business and operate the 
business out of the trust using managers 
hired by the trustee until such time as the 
children may be able to take over. 

Advantages 

•  Provides source of funds to protect the 
family from financial harm if the business 
fails. 

• Provides the family with a source of funds to 
loan to the business to hire and/or train 
someone to manage or take-over the 
business, and to continue operating 
expenses in the event of a reduction in 
revenues. 

• Buys the family time to make intelligent and 
reasoned decisions about the future of the 
business. 

• Trust assets can be retained in trust and 
passed on to your heirs estate tax-free or 
used on their behalf, protected from 
creditors. 

 

Please consult with your Guardian Financial 
Representative if you have any questions 
concerning this document. 
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