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Yesterday a dream. 
Today a thriving business. 
Tomorrow a legacy. 
It could have been a long-held dream or an irresistible opportunity to own your own business. Today, 
you are more committed than ever to contribute your time, energy and expertise to continue to make your 
business a success. Your business success is dependent on your and your key people’s efforts and 
expertise. Take steps to protect your business. Prevent a death or disability from harming or even 
destroying your business. 
A plan for continued business success 
Determine how you would like your wishes carried out if you should die unexpectedly or can no longer 
run your business due to illness or a disability. Also, consider the impact of losing a key employee. 

The plan for continued business success affects you, your family, employees, clients, suppliers, creditors 
and others.   

Buy-sell agreement 
A buy-sell agreement is a 
plan that provides for an 
orderly change of ownership 
under certain circumstances; 
for example, when a business 
principal dies or becomes 
disabled. It’s designed to 
establish a value for the 
business, now and in the 
future. A buy-sell agreement 
sets out the terms under 
which the interest of the 
disabled or deceased 
shareholder will be sold. It 
also contains provisions for 
the transfer of ownership 
when you retire. As well, if 
properly funded, the 
shareholder’s family will 
receive fair market value for 
the shares, providing them 
with capital to help maintain 
their standard of living. 

 

 

 

 

 

Key-person coverage 
Key employees may be your 
most valuable resource. Their 
energy, expertise and 
dedication can give you an 
edge over your competition 
and enable your business to 
succeed. What would happen 
if one of your key employees 
died or became disabled? 

Profits could be affected and 
you might be forced to 
absorb the high costs 
associated with recruiting, 
hiring and training a suitable 
replacement. 

You can’t guarantee the 
continued good health of 
your employees, but 
insurance on the lives of your 
company’s key people can 
help prevent an unexpected 
loss from financially harming 
or even destroying the 
business that you have built 
with the help of these 
valuable employees. 

 

 

Capital gains taxation 
All capital property, 
including the shares in a 
small business, is deemed to 
be disposed of at fair market 
value immediately before 
death. This deemed 
disposition will result in a 
taxable capital gain on 
properties that have 
increased in value since their 
purchase (ITA S.70(5)). 

The Income Tax Act allows 
the transfer of investments to 
a surviving spouse, if 
applicable, providing a 
deferment of some tax 
burden until the surviving 
spouse’s death. You can 
never avoid the taxes 
completely –when the 
surviving spouse dies, taxes 
will need to be paid. Your 
heirs will need cash to pay 
the tax on the capital gains 
on the shares. Appropriately 
designed life insurance could 
be put into place for this 
purpose. 

 


