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Private Split Dollar Agreement
for survivorship life coverage

(Non-Equity, Collateral Assignment,

Economic Benefit Taxation Regime)

This Agreement entered into this __________ day of ______________________, 20_______, by and between (Name of Trustee) of  (Address), or its successors in trust, as trustee of a certain trust agreement dated _________________________, hereafter called the “Trustee,” and ___(Spouse one)__________ and _____(Spouse two) __________, of  (Address), hereafter called the “Spouses.”
Witnesseth:

Whereas, Spouses, and the Trustee, have entered into an irrevocable trust agreement; and

Whereas, the Trustee is authorized under the trust agreement to purchase insurance on the lives of the Spouses, to enter into this Agreement with them and to collaterally assign certain restricted rights in the insurance policy to the Spouses;

Whereas, it is the intent of the parties to create an economic benefit, collateral assignment Private Split Dollar arrangement under Treas. Reg. §1.61-22where the Trustee’s financial interest in the policy is limited to the death proceeds in excess of the Spouses’ financial interest determined under Paragraph 3, herein; 

Now therefore, in consideration of the mutual covenants contained herein, the parties hereto agree as follows:

1. Purchase of insurance.  The Trustee shall apply to Principal National Life Insurance Company or Principal Life Insurance Company, Des Moines, Iowa, hereafter called “Principal,” for a policy on the lives of the Spouses in the face amount of $_______________ (the “Policy”), and shall be designated as sole owner and beneficiary of the Policy subject to the conditions hereafter set forth. 


2. Premiums.  Premiums on the Policy shall be paid in the following manner:
a.       The Spouses shall remit the full policy premium to Principal.  

b. The Trustee shall pay to the  Spouses an amount determined to be the economic benefit cost as currently measured by IRS Table 2001, or such other appropriate amount that may be determined to be the value of the economic benefit to the Trustee based on Internal Revenue Service guidance. Such payment shall be made no later than thirty-days after a policy year anniversary.     

3. Assignment of policy. The following provisions shall apply with regard to collateral assignment of the Policy:


a. Upon the death of the last surviving Spouse, the estate of the last surviving Spouse shall be entitled to that portion of the death proceeds equal to the greater of the Spouses’ aggregate premium payments or the cash surrender value of the Policy, disregarding surrender charges. The trust shall be entitled to the remainder of such death proceeds.

b. Upon termination of this agreement while either or both Spouses are still alive, the Spouses’ shall be entitled to an amount equal to the greater of the Spouses’ aggregate premium payments or cash surrender value of the Policy, disregarding surrender charges. 
c. To secure the Spouses’ interest under this Agreement, the Trustee shall execute, on a form approved by Principal, a limited (restrictive) collateral assignment of the Policy to the Spouses. In no event shall the Trustee be liable for repayment of any amount due to the Spouses beyond the values available from the survivorship life insurance policy. 
d. In no event shall the collateral assignment grant to the Spouses the right to surrender the policy or to borrow against the cash surrender value of the policy or any other right, power, or interest constituting an incident of ownership in the policy. All other rights with respect to the policy are reserved to the Trustee, and all such rights may be exercised solely by the Trustee, subject to the Spouses’ security interest.


4. Termination of agreement. This Agreement may be terminated at will by either party by delivery of written notice of termination to the other party. This Agreement shall also automatically terminate upon the bankruptcy of either of the Spouses.  

5. Liability of insurance company. Subject to taking notice of the assignment when it is filed at the Home Office, it is understood by the parties hereto that in issuing the Policy, Principal shall have no liability except as set forth in the Policy. Principal shall not be bound to inquire into or take notice of any of the covenants herein contained as to the Policy or as to the application of the proceeds of the Policy. Rights under the Policy may be exercised during the lives of the Insureds pursuant to the provisions of the Policy and subject to the terms of the assignment. Upon the death of the Insureds, Principal shall be discharged from all liability on payment of the proceeds in accordance with the Policy’s provisions and without regard to this Agreement or any amendment thereof.


6. Binding effect of agreement. This Agreement shall be binding upon the parties hereto, their heirs, assigns, successors, executors and administrators.


7. Governing law. This Agreement shall be governed and construed in accordance with the laws of the State (Commonwealth) of ______________.

8. Amendments. Amendments may be made to this Agreement by a written agreement signed by the parties and attached hereto. Additional policies of insurance on the lives of the Insureds may be purchased under this Agreement by amendment to Article 1, hereof.


In witness whereof, the parties hereto have set their hands and seals on the day and year above written.

(Signature of Trustee)
Name

(Printed full name of Trustee)

(Address of Trustee)

(City of Trustee)

(State and ZIP of Trustee)

(Signature of Spouse)
Name

(Signature of Spouse)
Name
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