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Thursday, February 6, 2025: KLG Webinar!
Topic: ‘Taxable Income vs. Available Cash
Flow - What's the Difference?’ 
Hosted By Jeffrey Gibralter and Mayda
Kramer.  
REGISTER HERE

Thursday, February 6, 2025: 
Westchester Women’s Bar Association and
New York Association of Collaborative
Professionals Mixer at The Brazen Fox. (KLG
Event Sponsors) 
REGISTER HERE

Friday, February 7, 2025: 
Nassau County Bar Association Lunar New Year
Celebration (KLG are Year of the Snake
Sponsors) 
Reserve your tickets now

KLG Partner Speaking Engagement! 

Thursday, February 13, 2025: 
Nassau County Matrimonial Bar Association
Monthly Meeting 

Hon. Edmund M. Dane, Nassau County Supreme
Court Justice
Louis Panariello, CPA/ABV/CFF, Partner KLG
Business Valuators & Accountants
Byron Chou, Esq., Gassman Baiamonte Gruner,
P.C. 
Topic: ‘CRYPTOCURRENCY UNVEILED: Tools for
Attorneys to Trace and Investigate Digital
Assets’
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https://us02web.zoom.us/webinar/register/WN_2jof0Ep_QdSJ2aFrhQ7z0Q
https://wwbany.org/event-5921567
https://www.nassaubar.org/wp-content/uploads/2025/01/Lunar-New-Year-2025-Form.pdf
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In the case of Maritzen v. Maritzen, the parties were divorced by a judgment dated October 20, 2022, which incorporated
but did not merge a stipulation of settlement dated August 22, 2022. The stipulation of settlement included provisions for
the equitable distribution of certain restricted stock units (RSUs) granted to the plaintiff, Mark Maritzen, by his former
employer. The defendant, Rachelle Maritzen, was entitled to certain percentages of these RSUs. Before some of the RSUs
vested, Mark left his employment, prompting Rachelle to move to compel disclosure of any consideration received in
connection with the RSUs and to enforce the stipulation of settlement. 

Maritzen v. Maritzen

Case Background

Key Issues and Court Findings 

The key issue revolved around the treatment of
unvested RSUs as marital property. The stipulation of
settlement indicated that the RSUs were attributable
to the marriage and subject to equitable distribution.
The plaintiff's departure from his employment raised
questions about the valuation and distribution of any
consideration received in connection with these
RSUs, whether in cash or equity. 

The Supreme Court, Westchester County, initially
denied Rachelle's motion to compel disclosure and
enforce the stipulation. However, upon appeal, the
Appellate Division, Second Department, reversed this
decision. The appellate court ruled that the RSUs were
indeed marital property subject to equitable
distribution, regardless of their vesting status. The
court ordered the plaintiff to disclose any
consideration received in connection with the RSUs
and remitted the matter to the Supreme Court for
further proceedings, including a new determination
on the award of fees, costs, and expenses associated
with the motion. 

Outcome 

This decision reinforces the principle that RSUs, as a
form of deferred compensation, are considered
marital property subject to equitable distribution in
divorce proceedings. The ruling emphasizes that
stipulations of settlement in divorce cases are
contracts subject to principles of contract
construction and interpretation. It also highlights the
importance of the implied covenant of good faith and
fair dealing in such agreements, ensuring that both
parties' reasonable expectations are met. This case
may serve as a precedent for future cases involving
the treatment of unvested RSUs in divorce
settlements. 

Legal/Case Law Implications

MATRIMONIAL
CASE OF
INTEREST
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Connelly v. United States reached the U.S. Supreme Court to resolve conflicting rulings by two circuit courts regarding the
inclusion of life insurance proceeds in estate valuation and to provide guidance on valuing a closely-held business for
estate tax purposes. The case involved Crown C Supply, a small building supply company founded by brothers Michael and
Thomas Connelly. Michael owned 77.18% of the company, and their agreement allowed the surviving brother to purchase
the deceased's shares or, if declined, for Crown to redeem the shares using life insurance funds. 

After Michael's death, Thomas declined to purchase the shares. As executor of Michael’s estate, Thomas filed a return
valuing the shares at $3 million, which Crown paid. However, a valuation later determined Michael's shares to be worth
$3.86 million, excluding the $3 million insurance proceeds. 

The IRS disagreed, asserting that Crown’s redemption obligation did not offset the insurance proceeds, valuing Michael’s
shares at $5.3 million ($6.86 million × 0.7718). The District Court ruled in favor of the Government, holding that the $3 million
in insurance proceeds must be included in Crown’s valuation. The Eighth Circuit affirmed, resulting in an estate tax
deficiency."

ESTATE TAX
CASE OF
INTEREST 

Connelly v. United States

Case Background

Life Insurance Proceeds Inclusion
The key issue was whether the $3 million
life insurance proceeds used to redeem
Michael’s shares should be included in
valuing his interest in Crown. The IRS

contended they must be counted, while
the estate argued they should offset the

redemption obligation, citing Blount v.
Commissioner (11th Circuit).

Redemption Obligation as Liability
The estate argued Crown’s share

redemption obligation should lower its
value, while the IRS contended it did not

qualify as a liability impacting fair market
value.

Fair Market Value Assessment
The dispute centered on Crown's

valuation at Michael’s death: the IRS
valued it at $6.86 million, including

insurance proceeds, while the estate
argued for $3.86 million, excluding them.

Key Business Valuation Issues: 

Outcome and Supreme Court Ruling
Insurance Proceeds Counted:
The Court ruled that the life insurance proceeds must be included in the
company’s valuation for estate tax purposes. This contrasted with the 11th
Circuit's Blount ruling.

No Offset for Redemption Obligation:
The obligation to redeem Michael’s shares did not reduce Crown’s fair
market value. The Court concluded that a corporation’s contractual
obligation to redeem shares does not offset its value for estate tax
calculations.

Hypothetical Buyer Perspective:
The Court illustrated that no willing buyer would view the redemption
obligation as reducing the fair market value of the shares. They reasoned
that the redemption merely reduced the number of shares without affecting
the overall value of the corporation's remaining assets.

Implications
This case sets a precedent: mainly that estate attorneys, and thus valuators,
must consider and include the value of life insurance proceeds in business
valuations conducted for federal estate tax purposes and further clarifies
that redemption obligations do not reduce a corporation’s value for federal
estate tax purposes. The Supreme Court’s decision provides new guidance
and clarity with respect to estate valuation practices, ensuring accurate
assessments of fair market value.
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The case involved a dispute between MAXISIQ, Inc. and Nicholas Hurysh Jr., a former member-employee who held a 10%
ownership interest in the company. MAXISIQ sought a declaratory judgment to affirm its actions related to Hurysh's
termination, removal as a member, valuation of his ownership interest, and repurchase of his shares. Hurysh countered
with claims including declaratory judgment, accounting and inspection, indemnification, and tortious interference. 

CORPORATE
LITIGATION CASE
OF INTEREST MAXISIQ, Inc. v. Nicholas

Hurysh Jr.

Case Background

Key Issues and Court Findings 
First Amendment Validity: 
The Delaware operating agreement, amended by the First
Amendment, allowed for the removal of members for
"cause." The court found this amendment valid and
applicable to all members, including Hurysh. Claims of
violating fiduciary duties and implied duties of good faith
and fair dealing were rejected. 

Removal for Cause: 
MAXISIQ followed the procedures in the Delaware operating
agreement to remove Hurysh as a member, citing his failure
to return company property as "cause." The court affirmed
that his removal was procedurally sound. 

Valuation of Membership Interest: 
A critical issue was whether the valuation of Hurysh's 10%
ownership interest was conducted in good faith. The court
ruled that there was a genuine dispute regarding the
appraiser's methodology and reliability, requiring further
examination at trial. This raised concerns about the
accuracy and fairness of the valuation process. 

Accounting and Inspection Rights: 
The court denied Hurysh's request for accounting and
inspection rights as a member, since he was properly
removed. However, it reopened discovery to grant him
access to IOMAXIS' records as a litigant to determine the
value of his shares and investigate potential corporate
mismanagement or waste. 

Indemnification: 
The court granted summary judgment in favor of Hurysh on
his indemnification counterclaim. MAXISIQ was obligated to
indemnify him for his participation in the North Carolina
litigation, and the company's attempts to rescind
indemnification or recover litigation costs were rejected. 

IOMAXIS' Motion for Summary Judgment: 
Granted in part: Affirmed Hurysh's proper

removal as a member and denied his claims
for accounting and inspection. 

Denied in part: Further examination required
for the valuation of Hurysh's shares and his

remaining claims. 

Hurysh's Motion for Summary Judgment: 
Denied in part: His counterclaims for

declaratory judgment and accounting and
inspection were not upheld. 

Granted in part: His counterclaim for
indemnification was upheld. 

Discovery Reopened: 
Hurysh was allowed to examine IOMAXIS'

books and records to determine the value of
his shares and investigate possible corporate

fund misuse. 

Importance 
This case underscores the importance of good
faith in business valuations and the necessity

of adhering to contractual terms. It also
highlights the court's role in ensuring

procedural fairness and protecting the rights
of litigants in business disputes. 

Outcome and Court Ruling
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