
Competition for workers has intensified in the last several years. 
With a stronger economy, job creation is expanding at a record 
pace and unemployment has declined to historic lows. Employees 
have and will continue to have increased choices. In fact, by 2023, 
35% of employees will leave their jobs each year to go to work 
somewhere else. Compensation is one of the top five reasons 
employees leave1. Finding a way to financially reward your key 
employees can go a long way to build their loyalty.

Executive bonus plans
An Executive Bonus Plan funded with life insurance offers you a 
way to reward your key employees:

• The plan provides key employees with pre-retirement death 
benefit coverage to protect the employee’s family

• The cash value in the policy grows tax deferred and can provide 
the employee with supplemental retirement income or cash for 
other future income needs*

• Life insurance provides post-retirement death benefits to 
protect the employee’s estate

Executive Bonus plans are exempt from IRS approval and 
participation can be limited to select employees. Additionally, 
premiums are fully deductible, provided it represents “reasonable” 
compensation under I.R.C. Section 162.

The total cost of employee turnover for 
businesses is high and it takes a toll 
on company profits and organizational 
performance. As competition for 
employees intensifies, put a plan in place 
to keep your best employees.
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How it works
• The employer chooses the employees who will participate in 

the plan and the amount of benefit they will receive.

• The employer authorizes the plan and payment of the 
premium, which will be a deductible expense to the company.

• The employee applies for a life insurance policy and names 
a beneficiary. 

• The employer pays the annual life insurance premium, 
which is reported as a bonus (employee compensation) to 
the employee.

• The employee reports this bonus as taxable income. The 
employer may elect to pay an additional bonus to cover the 
tax associated with the bonus, eliminating any out of pocket 
expense to the employee.

1 https://info.workinstitute.com/hubfs/2019%20Retention%20Report/Work%20Institute%202019%20Retention%20Report%20final-1.pdf

* Tax law permits a policy owner to withdraw life insurance policy cash values up to the policy owner’s basis or investment in the contract without income tax 
consequences. Withdrawals and loans will reduce the available death benefit. Withdrawals beyond basis may be taxable income. Excess and unpaid loans will 
reduce policy value and may cause the policy to lapse. If a policy lapses, unpaid loans are treated as distributions for tax purposes. For more information about 
the tax results of life insurance, consult your attorney or tax advisor.

The information presented here is not intended as tax or other legal advice. For application of this information to your specific situation, you should consult 
an attorney. Contact your representative for more information and assistance in obtaining life insurance and other products to help meet your financial 
planning needs.

This information is provided by Ameritas®, which is a marketing name for subsidiaries of Ameritas Mutual Holding Company, including, but not limited 
to: Ameritas Life Insurance Corp., 5900 O Street, Lincoln, Nebraska 68510 and Ameritas Life Insurance Corp. of New York, (licensed in New York) 1350 
Broadway, Suite 2201, New York, New York 10018. Each company is solely responsible for its own financial condition and contractual obligations. For more 
information about Ameritas®, visit ameritas.com.

Ameritas® and the bison design are registered service marks of Ameritas Life Insurance Corp. Fulfilling life® is a registered service mark of affiliate Ameritas 
Holding Company. 
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