
A split-dollar plan may provide a cost-efficient way for the business to offer selected employees valuable death benefit 
protection, supplemental retirement benefits, or both. In simple terms, the business and the employee can agree to share the 
benefits and costs of a life insurance policy.

BUSINESS

INSURANCE POLICY

Business 
share of 
premiums

KEY EMPLOYEE

Employee’s 
share of 
premiums

Any income tax

1

2

3

SPLIT-DOLLAR PLANS
Cost effective death benefit, supplemental 
retirement benefits, or both.

THE BUSINESS AND THE EMPLOYEE AGREE 
TO SHARE THE BENEFITS AND COSTS

STRATEGY: SPLIT-DOLLAR PLAN

1
The business enters into a written split-dollar agreement with each selected employee. The agreement specifies 
the rights and responsibilities of each party.

2 Based on the agreement, the business may pay all of the premium or share some of the premium cost with the 
selected employee. The plan can be designed to leverage the amount of control you would like to have over the 
policy. Policy ownership and beneficiary arrangement will be determined by the selection of the loan regime or 
endorsement/economic benefit regime split-dollar plan.

3 Depending on the type of split-dollar arrangement, the employee may pay income tax on the economic benefit 
received or on the imputed interest income of the loan.

CONSIDERATIONS FOR THE BUSINESS CONSIDERATIONS FOR THE EMPLOYEE

• The business has discretion regarding which 
employees can participate

• The plan is generally easy to implement and 
maintain.

• Cost recovery may be available.

• Depending on the type of split-dollar arrangement, tax-
advantaged income may be available from the policy through 
withdrawals and loans.

• The death benefit is income tax-free.
• A split-dollar plan can be a cost-effective way to obtain 

survivor benefits and be a possible source of supplemental 
retirement income.

A SPLIT-DOLLAR PLAN BUSINESS PLANNING

Most insurance policies contain exclusions, limitations, reductions of benefits, and terms for keeping them in force. Ask your financial professional to provide you with costs and complete details. 
Guarantees are based on the claims-paying ability of the issuing insurance company. AIMCOR Group, LLC is not an insurer and does not issue contracts for coverage. This material is being provided for 
informational or educational purposes only and does not take into account the investment objectives or financial situation of any client or prospective clients.  The information is not intended as 
investment advice 
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