
Executive Bonus Plan
During Employee’s Lifetime:

After Employee’s Death:

Insurance Company

Employer,
ABC Company

Employee

Employee’s
Beneficiaries

Employer pays premium on policy. 
Payments are deductible as 
business expense.

Employer includes 
premium payments in 
employee’s taxable 
income.

Employee 
pays tax.

Income tax free death benefits are 
paid to the employee’s designated 
beneficiaries.

For discussion purposes only.  This chart illustrates generic 
situations and does not represent tax or legal advice. 

Insurance Company

Employee purchases and owns 
a policy insuring his life and 
designates the beneficiary.
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