
A loan split dollar plan can reward select key  
employees by helping them enhance their retirement 
income or meet other financial security goals. It can 
also provide survivor benefits for their families. And, 
this plan offers options for recovering your costs for 
this benefit.

Loan Split Dollar Plans
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Some Of The Benefits Of A Loan Split Dollar Plan:

• Shared benefits for you and your key employees 

• Having the right tools in place to recruit, reward, 
retain and retire key employees can make all the 
difference to the success of  your company.

Loan Split Dollar Plan

Once the agreement is in place, the business purchases life insurance on each 
owner. Upon any triggering event, the business has the option to purchase 
all or a portion of  the departing owner’s interest. If  the business chooses 

not to purchase all of  the departing owner’s interest, the remaining owner(s) 
can choose to purchase all or some of  the remaining interest. If  any business 
interest remains, the business is obligated to complete the purchase, assuring 

100% of  the departing owner’s interest will be acquired.
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Meritage WIA is a PLAN member. Securities offered through The Leaders Group, Inc., Member FINRA/SIPC, 26 W. Dry Creek Cir., Suite 800; Littleton, CO 80120 (303) 797-9080.

Please note that the information presented is for illustration purposes only, and the product’s availability and pricing is only accurate as of the date of this publication. Updated  
illustrations with corrected quotes may be needed at the time of application. Federal income tax laws are complex and subject to change. The information in these presentations  
is based on current interpretations of the law and is not guaranteed. This does not constitute legal or tax advice. Please consult your attorney or tax advisor for answers to  
specific questions. ©2021 by Meritage Wealth Insurance Advisors.
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Loan Split Dollar Plans

What You Need To Know

For You

Increase Morale. It’s an effective way to recruit, 
reward, retain and retire key employees.

Secure The Loan. The collateral assignment on 
the policy secures the company’s interest in the 
loan repayment.

Receive Tax Deduction. If  you choose, you may 
use bonuses, which are tax deductible, to pay 
the key employees’ income tax on the loan 
interest. If  the loan is forgiven at plan termina-
tion, an additional deduction may be available.

Recover costs. If  desired, you may recover your 
investment in the plan upon plan termination.

1 This distribution phase is sometimes referred to as the “rollout.”
2 “Imputed interest” is the interest at a minimum level required by tax law.  
   Often, the key employee won’t pay any interest on the loan, but instead will be  
   taxed as if  minimum level of  interest had been paid. 

3 Employers might want to avoid making any promise of  future loan forgiveness. 
  Doing so could create a funded deferred compensation plan and trigger unexpected 
  ERISA requirements and income tax consequences. Forgiveness of  the loan creates 
  taxable income for the employee but cash values from the policy may be used to  
  help pay taxes due.

For Key Employee

Save On Protection. Provides life insurance  
protection at a current cost (imputed interest2) 
to the key employee that’s significantly less 
than the full policy premium.

Receive Multiple Benefits. In addition to 
tax-advantaged supplemental retirement in-
come, the plan can also provide access to funds 
to address unplanned events – such as death, 
disability, chronic illness, and other financial 
needs since the funding is provided by a life 
insurance policy.

Pay Taxes. During the accumulation phase, 
income tax is due only on the imputed loan 
interest. During the distribution phase, loans 
may be forgiven through employer bonuses. 
These bonuses may be increased to offset the 
key employee’s taxable income.

Loan Split Dollar Plan

It’s important to define an exit strategy at plan implementation.  
During the distribution phase1, the loan is paid off  or forgiven  

and the collateral assignment is terminated. This gives the employee  
sole access to the remaining policy benefits for supplemental  

retirement income and/or survivor benefits. 
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There are many advantages to this plan, just as there are 
some things to consider.
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