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LIFE INSURANCE IN BUSINESS SITUATIONS:

THINGS TO CONSIDER

 Many of my business owner clients use life insurance to
solve potential business problems.  Some use coverage to
help provide money for a business buyout in the event of the
owner’s death.  Others buy insurance on the lives of key
employees, to help protect the business financially in the
event something happens to those important executives. 

Today I’d like to focus on permanent life insurance as part
of an employee benefit plan.

In the past, you may have heard about business-connected
life insurance-based plans that claim extra tax benefits: 

Pension-owned life insurance
Section 79 plans
Captive insurance plans 

These plans have the potential for extra income tax benefits
with regard to premiums.  Having said that, I rarely
recommend the plans listed above because they have serious
downsides. 

If a client of mine is a candidate for implementing life
insurance-based employee benefit in her business, what are
the usual choices?

Bonus plan, under which the employer pays an
employee extra compensation to help pay for needed
personal life insurance coverage.    

Split dollar plan, where the employer and the
employee divide up the responsibility for premiums,
income taxes and life insurance policy benefits in a
way that conforms with intricate IRS rules.

Deferred compensation, which is a way that an
employer can enter into a detailed wage arrangement
with a key employee that maximizes an employer’s
ability to influence the executive’s future behavior.

Picking the right kind of life insurance-based employee
benefit plan depends on many factors, including:

Is the proposed insured an owner of the company, or a
non-owner employee?
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What are the marginal income tax brackets of the
company and the insured?
What is the purpose of the life insurance benefit?
How important is control of the insurance policy for
the insured or the company?
How much negotiating power does the insured have
relative to the company?
How much cost and hassle is the sponsoring employer
willing to incur?

Are you a candidate for implementing a life insurance-based
employee benefit plan?  I can help you think through the
questions and help you choose a plan that meets your
business objectives.

AS ALWAYS, PLEASE FEEL FREE TO CALL TO
DISCUSS THESE OR OTHER FINANCIAL SECURITY
ISSUES OF CONCERN.

This information is designed for informational or educational
purposes only.  It is not intended as investment advice and is not
a recommendation for retirement savings. Lincoln Financial
Advisors Corp. and its representatives do not provide legal or
tax advice. You may want to consult a legal or tax advisor
regarding any legal or tax information.

 ›    * Divorce Financial Analysis not offered through Lincoln Financial Advisors Corp.
 ›     Ivy H. Menchel is a registered representative of Lincoln Financial Advisors Corp.

 ›     “Securities offered through Lincoln Financial Advisors Corp., a broker/dealer. Member SIPC.
 ›    “Investment advisory services offered through Lincoln Financial Advisors or Sagemark Consulting, a division of Lincoln Financial Advisors Corp., a

registered investment advisor.”
 ›      Insurance offered through Lincoln affiliates and other fine companies.”

 ›    “The content of this material was provided to you by Lincoln Financial Advisors for its representatives and their clients and is for informational
purposes only.  We do not offer legal or tax advice.  Seek the advice of a tax advisor prior to making a tax-related insurance/investment

transaction.”
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