During a meeting with our Director of Advanced Planning, McCarthy
Crenshaw CFPfi, two of our CAPS+ members (that were in their second
year of the program) expressed some new needs and goals in regard to
further business planning for their joint practice.

e partners were excited about the growth of their practice but wanted
to ensure that when it came to retirement or if there was a loss of one of

the partners that the practice as well as their families would be protected.

eir interests were in reviewing business-succession planning, buy-sell
agreements as well as loss-of-key-man planning. McCarthy reviewed
several di erent options and shared the physicians needs with our team
of advisors. Because these physicians had implemented an accounts-
receivable protection plan in year one of the program, Mike Mitchell,
Physicians Advantage s A/R Specialist, was able to help McCarthy
develop a strategy that was truly unique and that satis ed all of the
physicians goals. e following is a summary of the plan that the
Physicians Advantage team recommended and implemented for the
CAPS+ physicians:

Situation:

Two physician partners, ages 47 and 41, had a lien placed on their A/R
for $800K to protect their $525K A/R. e partners were interested in
implementing three di erent protection plans for their corporation: (1)
a buy-sell agreement with a determined $800K value ($400K per partner
buyout), (2) a practice-succession plan and (3) a loss-of-key-man plan
(which would pay the practice $250K upon loss of either partner).

Solution:

Physicians Advantage advised the CAPS+ members to use the current
$800K A/R loan proceeds to nance $2 million of permanent life
insurance per partner to fund all of the practice s needs.
allowed the partners to implement the proper planning without any
additional out-of-pocket expenses.

is solution

Results:

e net results are that the A/R is still protected, the buy-sell agreement
and loss-of-key-man programs were established and funded (buy-
sell: $400K per partner and loss-of-key-man: $250K per partner) and
a practice succession plan was established. Upon the death of either
partner, the $2 million dollars of death bene tfrom the life insurance
policy will provide $400K to pay 0  the deceased partners A/R loan,
$250K to the practice to help replace the loss of the key partner,
$400K to the deceased partner s family to purchase back the partners
stock (per the buy-sell agreement), and the remaining $950K of death
bene twill go to the deceased partners family.

With regard to the practice succession plan, if one of the physicians
decides to leave the practice or retire, the partners have agreed to and
prefunded the following plan: e practice (or remaining partner) will
pay 0 orassume the other partners half of the A/R loan totaling $400K.

e remaining partner will own 100% of the practice as well as the cash
value of his permanent life insurance policy. e retiring partner will
depart with ownership of his policy and the cash value within will act
as his buyout. For example, if the partner retiresa er 18 years, the net
cash value of tax-free distributions would equal $1,085,185. In addition,
the retiring partner would receive over $500K of paid-up death bene t
from the policy.

With some creative problem solving by the wealth advisory team at
Physicians Advantage, the two CAPS+ physicians were able to solve all of
their new business planning needs without any additional out-of-pocket
expenses. At the end of the day, by leveraging a dormant practice asset,
the partners were able to provide protection for their A/R, protection for
their practice upon the death of either partner as well as a plan to ensure
awin-win for both partners at practice succession.

Inane orttoo erour CAPS+ members outstanding service, CAPS+ Tampa Bay
we invite all current members to attend any of our events free October 14th

of charge. We also hope that you will share this CAPS+ event Grand Hyatt Tampa Bay
information with your partners and note that we are now o ering 2900 Bayport Dr.

50% registration discounts for referred physicians who register for
an upcoming CAPS+ event.

Tampa, Florida 33607

For more information, please contact us at 1-866-362-3627 or physiciansadvantage.org
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