
Executive Summary: Connelly US Supreme Court Ruling and Its 
Impact on Your Business 

Overview of the Connelly Ruling 
The recent US Supreme Court decision in Connelly v. United States has profound implications 
for business owners, particularly those utilizing Buy-Sell Agreements funded by life 
insurance. This landmark ruling challenges traditional small-business succession strategies 
and highlights the critical need for a thorough review of existing agreements and insurance 
policies. 

Key Takeaways from the Connelly Case 
1. 1. **Impact on Buy-Sell Agreements**: The court ruled that life insurance proceeds used 

to fund buyouts are included in the taxable value of the business, contrary to prior 
expectations. This decision overturns previous understandings that such payouts would 
be tax-free and not affect the business’s estate valuation. 

2. 2. **Increased Estate Tax Liability**: In Connelly, the ruling resulted in nearly $900,000 
in additional estate taxes, demonstrating the potential financial impact on business 
owners’ estates. The inclusion of insurance proceeds in the company's value led to a 
significant increase in estate tax liability. 

3. 3. **Necessity for Independent Appraisals**: The case highlighted the importance of 
obtaining regular, independent appraisals of the business. The lack of proper valuation 
was a critical factor that exacerbated the financial consequences for the Connelly estate. 

Importance of Reviewing Buy-Sell Agreements and Life Insurance Policies 
• - **Legal and Financial Compliance**: Ensure your Buy-Sell Agreement is up-to-date and 

complies with current legal standards to avoid unforeseen tax liabilities. Regular reviews 
and adjustments are essential to align with the latest legal interpretations. 

• - **Accurate Business Valuation**: Conduct independent appraisals periodically to 
maintain an accurate valuation of your business. This practice helps in making informed 
decisions and prevents tax-related surprises. 

• - **Optimized Life Insurance Structure**: Reevaluate the structure of your life insurance 
policies. Consider alternative arrangements such as cross-purchase agreements or using 
limited-liability companies to hold the policies. These strategies can mitigate the impact 
of life insurance proceeds on the taxable value of the business. 

Call to Action: Schedule a Consultation with Versatile Insurance 
To protect your business and ensure compliance with the latest legal standards, it is crucial 
to review your Buy-Sell Agreement and Life Insurance policies. Schedule a consultation with 
Versatile Insurance Services, to receive expert guidance tailored to your business needs. 
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