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Executive AdvantageSM

Loan Regime Split Dollar

Sales Starter – Quick View
Executive Advantage is a loan regime split dollar arrangement through North American in which life insurance premiums, the 
death benefit, and cash values are split between two parties - the policyowner (usually an employee) and non-owner (usually 
an employer). This agreement can be useful for employers who want to recruit, retain, and reward select employees. See the 
example below to get an idea of how an indexed universal life (IUL) illustration might look, and read through the key takeaways.

How does it work?

Extends loans for premiums

Loan Repayment

Pays premium 
(considered  

a loan to  
employee)

Employer Executive

Employer Receives Executive Receives

NORTH AMERICAN

- Death benefit and cash value to 
cover outstanding loan

- Remaining death benefit for beneficiaries
- Remaining potential cash value for retirement
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The parties to the loan regime split dollar arrangement should seek their own independent legal and tax advice as to whether and how to enter into an economic split dollar arrangement based on the 
employer’s and employee’s unique circumstances.
Under a split dollar agreement classified as a welfare benefit plan, the employee must belong to a select group of management, which includes quantitative and qualitative elements. To meet the quantitative 
standard, plans should be limited to the top 15% of the workforce. To meet the qualitative test, a significant disparity should exist between the average compensation of the top-hat group and the average 
compensation of all other employees.
Under a loan split-dollar agreement, the employee enters into an agreement with the employer. North American Company for Life and Health Insurance is not a party to this agreement and North American’s 
only obligation is to administer the policy it issues (consistent with the policy’s terms and conditions).
In some situations loans and withdrawals may be subject to federal taxes. North American does not give tax or legal advice. Clients should be instructed to consult with and rely on their own tax advisor or 
attorney for advice on their specific situation.
Indexed Universal Life Insurance products are not an investment in the “market” or in the applicable index and are subject to all policy fees and charges normally associated with most universal life insurance.
Builder Plus IUL 3 is issued on policy form series LS191, or state variation, including all applicable endorsements and riders, by North American Company for Life and Health Insurance®, West Des Moines, IA. 
Products, features, riders, endorsements, or issues ages may not be available in all jurisdictions. Limitations or restrictions may apply
Sammons Financial® is the marketing name for Sammons® Financial Group, Inc.’s member companies, including North American Company for Life and Health Insurance®. Annuities and life insurance are issued 
by, and product guarantees are solely the responsibility of, North American Company for Life and Health Insurance

How does it look?
SAMPLE CASE – BUILDER PLUS IUL® 3
45-year-old male, $200,000/year premium, retires in year 21 – cash value from the life insurance policy  
is borrowed as a loan to repay the employer for loaned premium while a retirement income stream is secured.

Key takeaways
•  Executive receives valuable death benefit protection during working years.

•  The company is able to reward and retain the key executive by offering them the potential for strong retirement income.

•  Results in a significant benefit for the executive at a relatively small cost to the employer and employee.

 
The applicable federal rate 

provides short, mid, and long-term rates 
that can be used for calculations.

 
Loans provided by 

employer for premium 
payment.

 
Executive paying loan 

interest to employer with interest 
growing as loan size increases.

 
Policy values are collaterally 

assigned to the extent of the loan. Column 9 
shows net values after encumbrance and values 

aligning with policy values when assignment 
released in retirement.

 
Death benefit for executive 
net of collateral assigned to 

employer and/or policy loans.

 
At retirement when the 
employer loan is repaid,  

the executive has full control of 
policy values and illustrates 

retirement income.

 
Loan principal paid 
back with policy  

cash value.

The information presented is hypothetical and not intended to project or 
predict investment results. Illustrations are not complete unless all pages are 
included. This illustration is not valid unless accompanied by a proposal from 
North American. InsMark Illustration August 31, 2023.


