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Qualification

• Business Owner (Target Client)
• Income exceeds $1 million
• With a business valued at $10 million or more
• Taxes are restricting cashflow 
• Tax deferral can help grow and protect business enterprise
• Defined exit strategy for the business and family wealth 
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Who is the Target Client?



MSO Benefits 

• Asset Protection 

• Tax Reduction 

• Increased Cash Flow

• Flexibility with Tax Law Changes

• Capital Creation for Business Owner(s)

• Synergy with other tax mitigation strategies
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The MSO Strategy

A Management Services Organization (MSO) is a business that 

provides services to an Operating Company (OC). 

• These business services include:

• business management, human resources, staffing, information 

technology, accounting, marketing, sales, and many other 

administrative services.
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Business with MSO Structure vs Business as is

The difference in tax deferral between these two examples is $160,000, which 

can be used for business purposes including insurance premiums.

$790,000 - $630,000 = $160,000 
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Risks Associated with the 
MSO Strategy
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• Applied to Unsuitable Clients: Strategy implemented with clients lacking stable cash flow, increasing 

financial strain and failure risk.

• Exposure to Double Taxation: Deferred income may face additional tax if not reinvested into a qualified 

business purpose, or upon exit without proper tax planning.

• Insufficient Financial Documentation: Lack of clear records for cash flow usage and accumulated earnings 

can lead to compliance issues.

• No Defined Exit Strategy: Absence of a structured distribution plan often results in tax-inefficient outcomes 

when unwinding the MSO.

• No Ongoing Suitability Planning: Strategy set up without accounting for future business changes, cash flow 

shifts, or tax law updates.



Tax and Risk Assessment with Business 
Valuation (TRA)

❖Data to help your client make an informed 

decision

• 30-Page Report 

• Identifies Business Risks 

• Tax Attorney Verified 

• Confirms Tax Deferral 

• Reasonable Compensation Report 

• Business Valuation
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MSO Execution Phase

• Execution phase: 4-6 weeks, 100+ steps.

• Legal setup: draft/file documents, name checks, EIN, 
Articles.

• Review/execute documents, setup bank account, prepay 
fees.

• Onboarding/support for first fiscal year.

• Coordination with lawyers/accountants. Legal costs 
included.
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Annual Compliance and Service

• Mitigate compliance risks with specialized 
strategies.

• Stay audit-ready with updated documents 
and validation.

• Ensure compliance, save costs, and 
manage risks with Guardian.
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Case Study - Partner Buyout

• Fact Pattern: 

• Two 50% joint partners (ages 47 and 

61) of an engineering company 

organized as an LLC. 

• Company generated $85 million in 

gross annual revenue; $14 million in 

net profit. 
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Fact Pattern: 

• Two 50% joint partners (ages 47 and 61) of an engineering company organized as an LLC. 

• Company generated $85 million in gross annual revenue; $14 million in net profit. 

Problem Match: 

• Each partner paid ~$2.8 million in federal taxes. 

• Each partner’s personal net worth and income were highly concentrated in the business. 

• Age difference in the owners made succession/exit planning a challenge without sufficient 

liquidity

Case Study - Partner Buyout
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MSO Solution:

• Each partner Implemented an MSO

• Tax savings for each partner: ~$2.375 million

• Partner 1 (age 47) purchased an IUL with $750,000 7-pay premium 

⚬ Target premium was $513,000

• Partner 2 (age 60) purchased an IUL with $2,000,000 7-pay premium 

⚬ Target premium was $931,000

• Both partners updated buy-sell agreements with above policies as funding mechanism 

Case Study - Partner Buyout
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Case Study - Partner Buyout

Long Term Benefits:

• Partners had sufficient liquidity and outside income to maintain their quality of life in the event of 

any plan shortfalls or business failures

• 5 years later, Partner 2, now age 64 years old, sold most of his business interest to the younger 

partner.

• The MSO was used to hold the seller note and helped with tax efficiency on the sale of shares

⚬ Saved $2M in after tax cash flow by paying down principal with MSO’s 21% vs 37% 

passthrough 
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