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Protect your business’s most valuable asset 
Businesses often insure their buildings and equipment against loss, yet they often don’t insure against the 
loss of key employees to the business. A key employee’s departure can leave your business scrambling to 
replace skills that are critical to its success. Each day that passes without a key employee will often hurt the 
profitability of the company, not to mention the time, effort and money it takes to hire a replacement. 

It makes sense to do everything you can to keep your best employees. However, that may be easier said 
than done. Seventy-four percent of all employees are satisfied with their jobs, but 66% of them are still open 
to new employment.1 The majority cite a better retirement plan as a top 3 reason they would consider leaving 
their current employer.2

A Simple Executive Reward plan is an easy way to reward your key employees and provide them with 
another retirement savings tool. It provides life insurance protection during their working years and, through 
the life insurance policy’s cash value, money during their retirement.  

Premiums

The employer pays the annual life insurance 
premium, which is a deductible expense.3

The premiums paid by the company are reported to 
the IRS as bonus compensation to the employee, who 
then reports this amount as taxable ordinary income.

All that is needed to establish a 
Simple Executive Reward plan is 
the bonus agreement between the 
business and the employee and 
a letter of notification to the U.S. 
Department of Labor. The simplicity 
and low cost of setting up and 
administering a Simple Executive 
Reward plan make it an attractive 
option to attract and retain your 
key employees.

Employee
Receives the cash value
(through loans and
withdrawals4) 
to supplement 
retirement income.

Employee’s Loved Ones
Receive the income-tax  
free death benefit if 
the employee dies 
prematurely.



1 http://web.jobvite.com/Q116_Website_2016JobSeekerNation_LP.html

² https://www.icims.com/sites/www.icims.com/files/public/A_Snapshot_Of_Competition_For_Talent%20Final_0.pdf

3  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.

4  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.

Representatives of Ameritas do not provide tax or legal advice. Please consult your tax advisor or attorney regarding your specific situation. 

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.  
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