Do You Have Clients That Will Be Affected By

The Changes In Split-Dollar Life Insurance Plans? 

Proposed Regulations Make Reviewing Existing Split-Dollar Plans Crucial in 2003

Split-dollar arrangements have been used for decades as a popular business planning strategy to fund personal life insurance.  Although final regulations have not been released, the following closely foreshadows the final regulations.  IRS Notice 2002-8 outlines 3 sets of rules for the tax treatment for split-dollar insurance depending upon when the parties entered into their split-dollar arrangement:

	Agreements in force prior to 1/28/02
	Any equity in the policy will not be taxed to employee as long as arrangement remains in force.  Equity will not be taxed upon distribution to employee if plan is terminated prior to 1/1/04; or if arrangement is revised prior to 1/1/04 and all of employer’s prior and future premium payments are treated as loans as of 1/1/04.  Otherwise, equity will be taxable to employee such as at termination of split-dollar plan.

	Agreements put in force between 1/28/02, and publication of the final regulations
	Employer can own policy and be treated as having received interest-free loans in the amount of each premium payment made by employer, under IRC Section 7872.  “Employee” is deemed to have borrowed money from employer to pay premiums subject to a collateral assignment of policy to employer.  Employee will not be taxed on value of life insurance protection nor will there be any taxation on equity buildup.  Employee will be taxed on value of imputed “interest free” loans.

	Agreements entered into after proposed split-dollar regulations are finalized
	Employer can own policy under an endorsement split-dollar plan and report value of term protection that is being provided to an employee.  Equity in policy will be treated as income when transferred to employee.

Employee can own policy under a collateral plan and be taxed annually as if employer were making a series of loans to employee.  The imputed compensation to employee is reported as ordinary income in an amount equal to the foregone interest.


You can provide great value to your client if you make sure that he and his advisors

are aware of these important changes.
For many of our 25 years, we have worked with our numerous carriers and have built a knowledge base and level of mutual trust that has resulted in solutions for our brokers that satisfy their clients.
Through long-standing relationships with our carriers and state-of–the–art knowledge of IRS revisions, we can help you as we have helped our 13,193 clients.

If You Have Clients Who Own Split-Dollar Policies and Need To Learn More About These Crucial New Regulations, Please Contact Us and We’ll Provide You With More Vital Information
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