
Split Dollar—Economic Benefit Regime— 
Employer Pay All

Employee
Employer pays the premium. 
(Not tax deductible.) 

The employer 
applies for and 
owns a policy 
insuring 
employee. Employee reports imputed income equal to the value 

of the “economic benefit” of the current protection. 

Employee pays tax 
on imputed income.

Death Benefit
Death Benefit

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

Insurance Company

Employer

Employer

Employee’s
Beneficiaries

Split Dollar Agreement(Allocates costs and benefits of the policy)

A "split-dollar" arrangement is any plan of permanent life insurance under which the right to benefits and the 
obligation to pay policy premiums is split between two individuals or entities, commonly an employer and 
employee. One of them needs life insurance protection and the other has a reason to help the first buy it.

After employee’s death:

During employee’s lifetime:

The Death Benefit split 
depends on the specific 
provisions of the split dollar 
agreement between the 
employer and employee.

The employer typically 
receives the greater of the 
cash values or cumulative 
premiums paid.

Through policy endorsement, 
the employee’s beneficiaries 
receive the balance of the 
death benefit.

Split-dollar life insurance enables an employer 
to provide a valuable benefit currently to an 
employee, and later allows the employer to 
recoup the outlay for the benefit.
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