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Does the client have an existing buy-sell agreement?

Is the purchase obligation to the business 
(i.e., is it an entity redemption/stock 
redemption plan)?

Consider talking about the importance of a 
buy-sell agreement and evaluate options: 

  Fact Finder: Business Insurance
  Buy-Sell Client Guide

Buy-sell plans should be reviewed at least 
every two years or sooner if owners have 
left or joined the business or a liquidity or 
other event has occurred.

  	Questions for buy-sell agreement review 

•	 Review convertibility options 
•	 Discuss using other business assets 

to cover increased buy-sell needs 
post-Connelly 

•	 Consider unwinding entity-redemption plans; term insurance may be repositioned by the 
business for other needs such as key person; permanent policies may be transferred out 
to new arrangements — watch out for the transfer-for-value rules

•	 Discuss with client’s tax and legal counsel 
•	 Alternate options may include cross-purchase, cross-endorsement, Insurance LLC 

Term

Permanent

Is the policy in a gain position?
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Are the owners still insurable?

Gain may trigger taxable income depending 
on entity/distribution type.

  	Because You Asked: Policy Transfer  
from a Business

Review again in two years.

Has the buy-sell 
agreement been reviewed 
in the last two years?

What type of insurance 
is the plan funded with?

In light of Connelly v. US, entity-redemption 
plans may now result in life insurance 
proceeds being included in the value of the 
business for estate tax purposes. 

https://sales.johnhancockinsurance.com/content/dam/JHINS/documents/life/advanced-markets1/Fact-Finders-Page-Bin/fact-finders/life-fact_finder_for_small_business.pdf
https://sales.johnhancockinsurance.com/content/dam/JHINS/documents/life/advanced-markets1/Business-Planning/Succession-Planning/Buy-Sell/life-7512_buy_sell_arrangement_client_guide.pdf
https://sales.johnhancockinsurance.com/financial-professionals/NLI/life-insurance/advanced-markets/business-planning/succession-planning/buy-sell.html#id-Buy-sell-review
https://sales.johnhancockinsurance.com/content/dam/JHINS/documents/life/advanced-markets1/Because-You-Asked/LIFE-7701_BYA_transfer_for_value.pdf
https://sales.johnhancockinsurance.com/financial-professionals/NLI/life-insurance/advanced-markets/business-planning/succession-planning/buy-sell/cross-purchase-bs.html
https://sales.johnhancockinsurance.com/financial-professionals/NLI/life-insurance/advanced-markets/business-planning/succession-planning/buy-sell/cross-endorsement-bs.html
https://sales.johnhancockinsurance.com/content/dam/JHINS/documents/life/advanced-markets1/Business-Planning/Succession-Planning/Buy-Sell/life-8963_insurance_LLC_client_guide.pdf
https://sales.johnhancockinsurance.com/content/dam/JHINS/documents/unsecured-documents/advanced_markets/BYA/LIFE_1614_BYA_Policy_transfer_from_business.pdf
https://sales.johnhancockinsurance.com/content/dam/JHINS/documents/unsecured-documents/advanced_markets/BYA/LIFE_1614_BYA_Policy_transfer_from_business.pdf
https://sales.johnhancockinsurance.com/content/dam/JHINS/documents/unsecured-documents/advanced_markets/BYA/LIFE_1614_BYA_Policy_transfer_from_business.pdf
https://sales.johnhancockinsurance.com/financial-professionals/NLI/life-insurance/advanced-markets/key-resources/am-blog/entity-redemption-buy-sell-planning.html


*This is an inflation-adjusted number based on a $10,000,000 exemption. Under current law, this exemption will increase in 2025 before reverting to a $5,000,000 exemption (indexed for inflation) in 2026. 

For agent use only. This material may not be used with the public.

This material does not constitute tax, legal, investment or accounting advice and is not intended for use by a taxpayer for the purposes of avoiding any IRS penalty. Comments on taxation are based on tax law current as of the time we produced 
the material. All information and materials provided by John Hancock are to support the marketing and sale of our products and services, and are not intended to be impartial advice or recommendations. John Hancock and its representatives 
will receive compensation from such sales or services. Anyone interested in these transactions or topics may want to seek advice based on his or her particular circumstances from independent professionals. 

Insurance products are issued by: John Hancock Life Insurance Company (U.S.A.), Boston, MA 02116 (not licensed in New York) and John Hancock Life Insurance Company of New York, Valhalla, NY 10595. 

© 2024 John Hancock. All rights reserved.
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Other key fact-finding questions
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How many owners are 
involved in the business?
Certain buy-sell arrangements can 
become administratively complex, 
particularly as the number of business 
owners increases. 

For more information on how to choose 
the appropriate arrangement for your 
clients, click here. 

Does the client have  
a federal or state estate 
tax concern?
Clients who do not have an estate tax 
liability might not be as concerned with 
a life insurance policy inflating the value 
of their estate. In 2024, the federal 
estate tax exemption is $13,610,000.* 

For more information on state estate 
taxes, please read Because You 
Asked: State Estate Taxes.

What type of tax entity  
is the business?
Different entities have different tax 
characteristics that can affect buy-sell 
planning. 

For more information, read Guide 
to Business Entities and Because 
You Asked: Policy Transfer from a 
Business.

Are the business owners 
related parties?
If individuals are related, valuation of 
the business might face heightened 
scrutiny, particularly for federal estate 
tax purposes. 

For more information on business 
valuation, please read Because You 
Asked: Business Valuation. You can 
also use our online Business Valuation 
calculator as a tool to get started.

https://sales.johnhancockinsurance.com/financial-professionals/NLI/life-insurance/advanced-markets/business-planning/succession-planning/buy-sell.html#id-How-to-choose
https://sales.johnhancockinsurance.com/content/dam/JHINS/documents/unsecured-documents/advanced_markets/am_tools_resources/BYA/LIFE_5106-BYA_state-estate_taxes.pdf
https://sales.johnhancockinsurance.com/content/dam/JHINS/documents/unsecured-documents/advanced_markets/am_tools_resources/BYA/LIFE_5106-BYA_state-estate_taxes.pdf
https://sales.johnhancockinsurance.com/content/dam/JHINS/documents/life/advanced-markets1/AM%20Kits%20and%20Guides/life-5724-guide_to_business_entities.pdf
https://sales.johnhancockinsurance.com/content/dam/JHINS/documents/life/advanced-markets1/AM%20Kits%20and%20Guides/life-5724-guide_to_business_entities.pdf
https://sales.johnhancockinsurance.com/content/dam/JHINS/documents/unsecured-documents/advanced_markets/BYA/LIFE_1614_BYA_Policy_transfer_from_business.pdf
https://sales.johnhancockinsurance.com/content/dam/JHINS/documents/unsecured-documents/advanced_markets/BYA/LIFE_1614_BYA_Policy_transfer_from_business.pdf
https://sales.johnhancockinsurance.com/content/dam/JHINS/documents/unsecured-documents/advanced_markets/BYA/LIFE_1614_BYA_Policy_transfer_from_business.pdf
https://sales.johnhancockinsurance.com/content/dam/JHINS/documents/life/advanced-markets1/Because-You-Asked/Business%20Valuation_BYA.pdf
https://sales.johnhancockinsurance.com/content/dam/JHINS/documents/life/advanced-markets1/Because-You-Asked/Business%20Valuation_BYA.pdf
https://www.jhadvancedmarkets.com/JHBusinessValuation/(S(0kd012z1mmz343ctfp2relyk))/Default.aspx
https://www.jhadvancedmarkets.com/JHBusinessValuation/(S(0kd012z1mmz343ctfp2relyk))/Default.aspx

