
• A substantial cash payment for a portion of the sale

• A life insurance policy designed to provide after-tax income significantly greater than the identified value gap

• Immediate death benefit protection

• Reduced income taxes due upon sale of business

• Potential estate tax savings
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Summary

Sellers of businesses recognize that there is often a gap between what a buyer is willing to pay and what a 
seller is willing to accept:

• Traditional approaches to bridging value gap (earnouts, seller notes, etc.) can be adversarial 

• Sellers are subject to high taxes on both the sale and the investment of sales proceeds 

To tackle these issues, Schechter has designed a Value Gap Program that offers the Seller the following 
benefits:

• The Buyer and the Seller enter into a Consulting Agreement under which Seller will receive certain consulting fees for the 
next 15 years.  Buyer will also enter into a Loan Regime Split Dollar Agreement with Seller (or Seller’s irrevocable trust).

• Interest on the Split Dollar loan is paid to Buyer using the consulting fees that are paid to the Seller.

• The loan principal is repaid to the Buyer after 15 years

• All excess funds are available to the Seller (or to the beneficiaries of the Seller’s irrevocable trust) for income-tax-free 
retirement income or estate-tax-free death proceeds

• Schechter employs a specialized life insurance product balancing equity market returns and minimizing downside risk

Here’s How it Works:

The chart below demonstrates the projected annual distributions and death benefits for the Seller, based upon a 
sample age 50. The comparison chart below shows the difference between a 10m cash payment and the value 
gap program.

Taxable 
Cash 

Payment

Loan to 
Seller

Annual After-
Tax Income 
for 10 yrs. 

(Years 16-25)

Total After-
Tax Income 

(Years 16-25)

After-Tax 
Death 

Benefit Age 
90

Total After-
Tax Benefit 

to Seller

Cash 
Payment

$10,000,000 $0 $1,000,000 $10,000,000 $9,441,292 $19,441,292

Value Gap 
Program

$0 $16,875,000 
paid over 

5 yrs.

$1,500,000 $15,000,000 $26,430,822 $41,430,822
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Detailed Comparison of Cash Payment to Value Gap Projection

Cash Buyout Split Dollar

Assumptions:
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