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Is your client's buy-sell causing their estate  
to be taxable?
A review of Connelly v. United States of America, Department of the Treasury,  
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MN OPQR SQTUV WXOWY ZN Q[\ O\]V TN QZ[^ RZRU QU Z SQ_X`ZaUN QUUN Zb O`_U RN O`[aN QcZ[ OOd ZaU OUN ZRU OTd ef`_TN QRZQX_ZZPZWUU O

cQ[ `ZUN ZRN Q_ZRO\UN ZY `RV WZRRQRUN ZQX_ZZPZWU RUV f`[ QU Za cQ[ `QUV OWV WUN ZZcZWU O\ QU _V XXZ_V WXZcZWU gMN ZTO`_U _ZcV ZhZa

a ZU Z_PV WQY[ Zf_V TZU OhNV TN cQ[ `ZTO`[aY Za ZU Z_PV WZa gij QV[ `_ZU O\ O[[ OhUNV Rd Zkf_OcV RV OWQ[[ OhZaUN ZTO`_UU OZRU QY[V RNUN ZV _

MN ZTO`_U Q[ RO_Z[V Za OWlmb gj gn go ZTUV OWlp glpqr els Nt ShNV TN RU QU ZRN OhRN Q_ZRQ_ZU OY ZcQ[ ` Za QWaUN QUUN Zf_V TZO\ RU OTd

R`Yu ZTUU OQY `k eRZ[[ QX_ZZPZWU hV[[Y Za ZU Z_PV WZa `Wa Z_UNV RRZTUV OW\ O_ZRU QU ZU Qvf`_fORZRU Ou `RUV\ kUN ZV WT[ `RV OWO\UN Z

Y ZV WT[ `a Za QRQY `RV WZRRQRRZUU Oa ZU Z_PV WZUN ZOcZ_Q[[ cQ[ `ZO\UN ZY `RV WZRR gwMNV RV WT_ZQRZaUN ZcQ[ `ZO\UN ZY `RV WZRR\ _OP

x q gym PV[[V OWU Ox m gym PV[[V OW g
MN Zz go g{V RU _V TUb O`_U\ O_UN Z| QRU Z_W{V RU _V TU O\]V RRO`_V X_QWU Za R`PPQ_ku `a XZPZWUU OUN Z}no ShNV TN _ZR`[U ZaV W]V TN QZ[^ R

ZRU QU Z_ZTZV cV WXx q PV[[V OWV W_Za ZPfUV OWO\NV RV WU Z_ZRU QRhZ[[ QRY ZV WXU QvZa OWQNV XN Z_cQ[ ` QUV OWO\UN ZY `RV WZRRV WU Z_ZRU g

MNV R[ ZaU OQx r PV[[V OWQaaVUV OWQ[U Qv[V QYV[VU kOhZaY kUN ZZRU QU Z g~ W� `WZl Slplq SUN Zz go gb O`_U O\� ffZQ[ R\ O_UN Z|V XNUN
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MN ZO`U TOPZWOU Za QY OcZRN O`[aY ZTOWTZ_WV WX\ O_OhWZ_RO\ T[ ORZ[ kN Z[aY `RV WZRRZRUN QUN QcZRU OTd f`_TN QRZQX_ZZPZWU R

UN QU Q_ZZWUVU kO__Za ZPfUV OWRU k[ ZV WWQU `_Z g�NV[ ZUN Z|V XNUNbV _T`VUb O`_Ua OZRWOU TOWU _O[[ QhO`U RVa ZO\VU Ru `_V RaV TUV OW SVU

a OZRRZ_cZQRQ
hQ_WV WX\ O_Y `RV WZRROhWZ_RQT
_ORRUN Zz go gO\N OhV PfO_U QWUa _Q\UV WXQWa\ O[[ OhV WXY `RV WZRRQX_ZZPZW

U R

RN O`[aY Z gM ON Z[ fPVUV XQU ZUN Z_V Rd O\ RV PV[ Q_O`U TOPZR SY `RV WZRROhWZ_RP
QkfV cOU QhQk\ _OPU _QaVUV OWQ[ ZWUVU kO_

_Za ZPfUV OWQX_ZZPZWU R\ O_Y `RV WZRROhWZ_RQW
a Qa OfUUN ZY Z[ OhQ[U Z_WQUV cZR g

� ������ ����� � ���� ��� ���� ��� ������������
��� ������ ������

MN ZRZQ[U Z_WQUV cZR`RZ\ `Wa RUN QU Q_ZZVUN Z_O`U RVa ZO\UN ZY `RV WZRR^ PQV WZWUVU kUN QU _Z�`V _ZRY `k eRZ[[ f[ QWWV WXO_`RZQ

f_O\ ZRRV OWQ[U OQa PV WV RU _QU ZUN ZQX_ZZa `fOWU Z_PRO\UN ZY `k eRZ[[ gz RV WXOWZO\UN ZRZQ[U Z_WQUV cZRPQkY ZQhQkU OPV WV PV �Z

UN Z_V Rd QRROTV QU Za hVUNUN Zb OWWZ[[ kTQRZ g� OhZcZ_ SV\UN ZT[V ZWU\ O[[ OhRUN ZV _QX_ZZPZWU QWaUN QU QX_ZZPZWU PZZU RUN Z
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