
Sample document only – clients must consult legal counsel

Sample tax-exempt loan split dollar agreement

(Demand Loan Agreement with Resolution and Promissory Note)
This sample agreement has been prepared as a guide to assist attorneys. In this agreement the employee purchases and owns a Principal® life insurance policy using loans from the employer as the source of premiums. These are treated as one demand loan, which gives the lender the right to demand repayment at any time. This agreement can also be adapted for use where the policy owner is different from the employee; notations affecting such use are included for local counsel.
This loan provides for interest to be charged to the borrower at the federal Blended Annual Rate (Prop. Reg. §1.7872-13(a)(1) and Reg. §1.7872-15(e)(3)(ii)). The blended annual rate changes each year and is published by the IRS in an Internal Revenue Bulletin in July for that particular year. This is a full recourse loan to the borrower. As such, the borrower is expected to repay the full amount of the loan, even if the value of the collateral is not sufficient to repay the lender.

This agreement should be used with the Promissory Note and Principal Assignment of Life Insurance as Collateral, Form DD168, or Split Dollar Restrictive Assignment of Life Insurance Policy as Collateral, Form DD9215. 
If the life insurance is intended to be excluded from the estate of the insured, the client’s attorney might wish to recommend use of the restricted collateral assignment (Form DD9215) and arrange to have the insurance coverage owned by an irrevocable life insurance trust (ILIT).
This sample agreement cannot be used as a final draft. Clients must seek legal counsel to modify the agreement for the client’s particular circumstances. The client’s attorney is responsible for the content and creation of the actual agreement. 
Resolution Authorizing Establishment of

Principal® Loan Split Dollar Plan

I,  (Name) , Secretary of (Name of Corporation) , a corporation duly organized and existing under and by virtue of the laws of the State [Commonwealth] of       ___________    do hereby certify:
That on the    day of        ,20   , a meeting of the Board of Directors of said corporation was duly called and held at  (Address)  , at which a quorum was present, and the following resolution was unanimously adopted by said Board of Directors, to wit: 

Whereas, the establishment of a loan split dollar life insurance plan which provides key persons with life insurance benefits will advance the best interests of the corporation by enhancing its relationship with its key persons; and

Whereas, it is the desire of the corporation to establish such a loan split dollar life insurance plan, hereafter called the "Plan," and to make it available to [names of key employees] [officers of the corporation] [other eligibility description], hereafter called "Eligible Participants," because of the valuable services performed by them; and

Whereas, the purchase of life insurance policies with appropriate face amounts and benefits from [Principal Life Insurance Company] Principal National Life Insurance Company, Des Moines, Iowa, is desirable for purposes of providing split dollar benefits; 

Wherefore, be it resolved, that such a Plan for the Eligible Participants is hereby adopted, subject to the terms of the agreement attached hereto in specimen form, incorporated herein by this reference and made a part hereof as if fully set out herein. 

Be it further resolved, that the appropriate officers of the corporation are hereby authorized and directed to take the necessary steps to institute such a Plan and to notify all Eligible Participants of its existence and to pay premiums from corporation funds as may be required. 

In witness whereof, I have hereunto set my hand and the seal of the corporation in the city of          , State [Commonwealth] of        , on the        day of               ,20   .

[Corporate Seal and other formalities   
                     (Signature of Secretary)


of execution compliance with local law.]

 (Name)

Loan Agreement

(For Split Dollar Demand Loan)

This loan agreement (this “Agreement”), made and entered into the ____    day of _____________________, 20__, by and between _________________________, a/an _(state/commonwealth of incorporation)_ corporation, hereafter called the “Employer” and    (Name)  , a key employee of the Employer, hereafter called the “Employee.”
(Note to Counsel: If an Irrevocable Life Insurance Trust is to own the life insurance policy, the Trustee of the Irrevocable Life Insurance Trust should also be identified above as a party to the Agreement. The Trustee should also sign the document as policy owner along with the Employee and Employer.)
Recitals:
The Employee provides valuable services to the Employer. In order to (1) provide an incentive to the Employee to continue in the employment of the Employer; (2) provide greater financial security for the Employee’s family; and, (3) potentially enhance the Employee’s income following separation from service, the Employer desires to assist the Employee in acquiring a life insurance policy by providing a Loan (as defined herein) to the Policy Owner (as defined in Section 1.0 below) which is to be used by the Policy Owner for the payment of Premiums (as defined in Section 1.0 below), in accordance with the terms and conditions of this Agreement. The Policy (as defined in Section 1.0 below), together with the Policy Proceeds (as defined in Section 1.0 below), will be collaterally assigned to the Employer for the sole purpose of providing security for repayment of the Loan by the Policy Owner to the Employer. The Policy shall be owned by and legal title shall be held by the Policy Owner. The interest of the Employer in the Policy and the Policy Proceeds arising pursuant to the Collateral Assignment (as defined in Section 1.0 below) shall be limited to that of lienholder and holder of a security interest.
Now, therefore, in consideration of the premises and the promises contained herein, and each intending to be legally bound hereby, the parties agree as follows:
1.0 Definitions. For all purposes of this Agreement (including the RECITALS) and any amendment hereto (except as herein otherwise expressly provided or unless the context otherwise requires), the terms defined in this Section 1.0 shall have the meanings set forth herein (terms defined in the singular to have the same meanings when used in the plural, and vice versa, and references to one gender shall include the other):



“Advance” means any disbursement of the Loan made by the Employer pursuant to this Agreement.



“Advance Date” means each date upon which any Advance is made by the Employer pursuant to this Agreement. It is anticipated that Advances shall be made annually as annual payments for Premiums are due.



“Affiliate” of any Person means (i) any other Person which directly, or indirectly through one or more intermediaries, controls such Person, (ii) any other Person which directly, or indirectly through one or more intermediaries, is controlled by or is under common control with such Person, or (iii) any other Person of which such Person owns, directly or indirectly, 10% or more of the common stock or equivalent equity interests. As used in this Agreement, the term “control” means possession, directly or indirectly, of the power to direct or cause the direction of the management or policies of a Person, whether through the ownership of voting securities, by contract or otherwise.



“Additional Premium Amounts” means any amounts advanced after the Initial Loan Amount (defined below) by the Employer to pay premiums on the Policy. Such amounts annually become part of the Outstanding Loan Amount.



“Assignee” has the meaning assigned to such term in Section 5(b) of this Agreement.



“Code” shall mean the Internal Revenue Code of 1986, as amended, and any successor statute thereto.



“Collateral Assignment” means [Principal Assignment of Life Insurance as Collateral, Form 168] [Principal Split Dollar Restrictive Assignment of Life Insurance Policy as Collateral, Form 9215]), dated the date hereof, by and from the Policy Owner to the Employer, as the same may be modified, amended, supplemented, restated or extended from time to time, pursuant to which the Policy Owner assigns the Policy and the Policy Proceeds to the Employer to secure the Policy Owner’s obligations under the Note to repay the Secured Amount to the Employer.

 

“Individual Owner” means a Policy Owner who is a natural person and who owns the Policy in such Policy Owner’s individual capacity.



“Initial Loan Amount” means the total amount of premiums paid by the Employer on the Policy, now subject to this Loan Agreement, at or prior to the date of the Loan Documents, which becomes part of the Outstanding Loan Amount.



“Insurance Company” means Principal National Life Insurance Company or Principal Life Insurance Company, depending upon state availability of the Principal insurance coverage


“Insured” means the individual on whose life the Policy is issued. 


“Loan” has the meaning assigned to such term in Section 4.0(a) of this Agreement.



“Outstanding Loan Amount” means the outstanding loan principal remaining unpaid under the Note as of any date. 


“Permitted Assignee” has the meaning assigned to such term in Section 5.0(b) of this Agreement.



“Person” means any individual, joint venture, corporation, company, limited liability company, voluntary association, partnership, trust, joint stock company, unincorporated organization, association, government, or any agency, instrumentality, or political subdivision thereof, or any other form of entity or organization.



“Policy” means the policy of life insurance (as described on Schedule A attached hereto) issued by the Insurance Company on the life of the Employee and legally owned by the Policy Owner, as hereinafter defined, together with any and all supplements, endorsements and amendments thereto.



“Policy Anniversary” means any anniversary of the Policy Effective Date.



“Policy Effective Date” means the effective date of the Policy as set forth on Schedule A attached hereto.



“Policy Owner” means the Person(s) identified as the “Policy Owner” on the signature page of this Agreement and executing this Agreement as the “Policy Owner.” 



“Policy Proceeds” means any and all proceeds of any type of, from or under the Policy, including, without limitation, (i) the cash surrender value of the Policy, (ii) any and all proceeds of the Policy payable when it becomes a claim at death, maturity or otherwise, and (iii) distributions or shares of surplus, dividends, deposits or additions to the Policy, now or hereafter made thereunder or apportioned thereto. 



“Premium” means any premium payment paid into the Policy by the Employer.


“Secured Amount” at any time means the unpaid principal balance of the Loan as evidenced by the Note. 


“Secured Obligations” means the obligations of the Policy Owner (and Employee, if different) under the Note.



“Successor Owner” means, in the case of any Policy Owner who is an Individual Owner and not the Insured, the Person validly designated by such Policy Owner in the Policy as the successor owner of the Policy in the event of the Policy Owner’s death or otherwise designated as successor owner of the Policy under the terms of the Policy; or, in the absence of such valid designation in the Policy, the Person who acquires ownership of the Policy upon the original Policy Owner’s death by testamentary devise or by intestate succession. A Successor Owner who takes ownership of the Policy subject to this Agreement shall thereafter be treated as the Policy Owner for purposes of this Agreement. 
2.0

Application for Policy. The Policy Owner has applied to the Insurance Company for the Policy, and the Policy Owner, with the assistance of the Employer, will take all reasonable steps to cause the Policy to be issued. When the Policy is issued, the policy number, effective date, face amount and plan of insurance shall be recorded on Schedule A attached hereto, and the Policy shall become subject to the terms of this Agreement. If the Policy Owner is an Individual Owner and not the Insured, and has validly designated a Successor Owner in the Policy to become the owner of the Policy in the event of the Policy Owner’s death, any such Successor Owner shall be listed on Schedule A attached hereto when the Policy is issued.
3.0

Ownership of Policy. The Policy shall be owned by and legal title shall be held by the Policy Owner. The Employer shall have no legal, equitable or beneficial right, title, or interest in the Policy, except to the extent of the lien on and security interest in the Policy and the Policy Proceeds created under the Collateral Assignment. The interest of the Employer in the Policy and the Policy Proceeds shall be limited to that of lienholder and holder of a security interest.
4.0

Loan to Employee (or Policy Owner, if different) for Payment of Premiums.
(a)
Payment of Premiums. Subject to the provisions of Section 9.0 of this Agreement and provided that the Policy Owner shall have executed and delivered the Collateral Assignment pursuant to Section 4.0(h) of this Agreement, the Employer agrees to loan to the Employee (or Policy Owner, if different) on the terms and conditions set forth in this Agreement (the Loan), the initial single sum of $______________ (the Initial Loan Amount), and such Additional Premium Amounts as the employer, in its sole discretion, will determine, for the sole and exclusive purposes of funding the payment of Premiums on the Policy. 
(b)
Disbursement of Proceeds. The Employer shall pay the Initial Loan Amount and Additional Premium Amounts directly to the Insurance Company as premium for the Policy of the Policy Owner. 

(c)
Interest. The outstanding principal balance of the Loan shall bear interest at the blended annual rate under IRC Section 7872(e)(2) in effect for each year the Loan is in effect.
(d)
Interest Bonus. The Employer shall be deemed to be making an annual interest bonus to the Employee equal to the amount of interest due each year under this Loan Agreement [increased by __% to include the tax cost of the interest bonus]. 
(e)
Repayment of Principal. The entire outstanding principal balance of the Loan shall be due and payable on the earlier of (i) demand by the Employer at any time or (ii) the death of the Insured. If the security provided by the Collateral Assignment, given by the Policy Owner as of the date of this Agreement, is in fact less than the Secured Amount due to the Employer at any time the Employer exercises its right to demand repayment, the Employee shall use funds outside of the Policy to assure repayment of the entire loan balance to the Employer. (Note to counsel: In the event that the policy owner is not the same as the employee, the foregoing language assumes the employee is liable for repayment of the loan in excess of amounts covered by the collateral assignment. If a different outcome is desired, counsel may wish to make changes accordingly.)
(f)
Promissory Note. The obligation of the Employee (and the Policy Owner if different, to the extent of the Policy Proceeds) to repay the Loan on the terms provided in this Section 4.0 shall be evidenced by a promissory note (the “Note”) in the form attached hereto. The Note shall be dated as of the date of this Agreement and shall be in a principal amount equal to the Initial Loan Amount, if any, and all Additional Loan Amounts. The Employee (and Policy Owner, if different) shall execute and deliver the Note contemporaneously with the execution of this Agreement.

(g)
Termination of Obligation to Loan. Notwithstanding anything herein to the contrary, the Employer’s obligation to disburse any undisbursed Loan proceeds to the Employee (or Policy Owner, if different) shall terminate upon the termination of this Agreement under Section 9.0 of this Agreement.

(h)  Collateral Assignment. The Policy Owner and the Employer shall execute the Collateral Assignment pursuant to which the Policy Owner assigns the Policy and the Policy Proceeds to the Employer to secure the Secured Amount under the Note.

5.0
Employer Rights and Restrictions.
(a) Rights as Lienholder. The rights of the Employer as collateral assignee shall be that of a holder of a lien on and security interest in the Policy and Policy Proceeds, securing some or all of the Policy Owner’s Secured Amount under the Note.

(b) Right of Employer to Assign. The Employer shall have the right, without the Policy Owner’s consent, to assign, pledge, hypothecate or otherwise transfer any or all of its right, title and interest in, to and under this Agreement, the Note, the Collateral Assignment, the Policy and the Policy Proceeds, absolutely or  as collateral security only, to an Affiliate of the Employer, to the Insurance Company or to an Affiliate of the Insurance Company (any such Person is referred to herein as a “Permitted Assignee” and any such Person to whom such an assignment or transfer shall have been so made is referred to herein as an “Assignee”). Any Permitted Assignee shall also have the right, without the Policy Owner’s consent, to further assign, pledge, hypothecate or otherwise transfer any or all of its right, title and interest in, to and under this Agreement, the Note the Collateral Assignment, the Policy and the Policy Proceeds, absolutely or (subject to the Collateral Assignment) as collateral security only, to a Permitted Assignee. Any assignment of this Agreement, the Note and the Collateral Assignment shall place the Permitted Assignee in the same position as its predecessor, except to the extent the assignment provides otherwise. Within ten (10) days of making such an assignment, the assigning party shall give notice of such assignment to the Policy Owner and to the Insurance Company; provided, that, the failure to do so shall not limit or impair the rights or remedies of the Employer or any Permitted Assignee under this Agreement or the Collateral Assignment or the rights or remedies of any Permitted Assignee under any such assignment. The Policy Owner agrees to treat any Permitted Assignee the same as if this Agreement and the Collateral Assignment were made between the Policy Owner and such Permitted Assignee. No subsequent assignment shall be binding upon the Insurance Company until the notice required by this Section 5.0(b) is given to the Insurance Company. 
(c) Right to Repayment. Subject to the limitations of Section 9.0 of this Agreement, upon the termination of this Agreement and as provided in the Note, the Employee (and the Policy Owner, if different, to the extent of the Policy Proceeds) shall be obligated to repay the entire principal of the Loan. 

(d) Restrictions on Actions Taken. The Employer shall not take any action that might endanger the interests and rights of the Policy Owner in the Policy, subject, however, to the Employer’s right to exercise any right, power or remedy available to it hereunder or under the Collateral Assignment for the enforcement of the Policy Owner’s obligations hereunder and thereunder.

6.0
Rights of Policy Owner. Subject to other provisions of this Agreement and the Collateral Assignment, the Policy Owner shall possess rights in the Policy, including, but not limited to, the following: 

(a) the right to designate and change the beneficiary (or beneficiaries) of the Policy;

(b) the right to select optional methods of settlement with regard to the death benefit provided for in the Policy, subject to the provisions of Section 8.0 of this Agreement;

(c) the right from time to time to prepay the Note in whole or in part, prior to the termination of this Agreement and prior to the maturity of the Note, plus all amounts required to be repaid pursuant to the Collateral Assignment (which Note and amounts the Policy Owner shall be obligated to pay upon the termination of this Agreement, subject to the limitations of Section 9.0 of this Agreement); and 

7.0
Surrender of Policy. In the event the Policy is surrendered, the Policy Owner shall be entitled to receive the cash surrender value as defined in the Policy, subject to the Employer’s lien on and security interest in the Policy and Policy Proceeds under the Collateral Assignment and the obligation of the Policy Owner to repay the Secured Amount in accordance with the terms of the Note. 
8.0
Death Claims Under the Policy. In the event the Insured dies while the Policy is in force, the named beneficiary under the Policy at the time of the Insured’s death shall be entitled to receive the Policy Proceeds, subject to the Employer’s lien on and security interest in the Policy and Policy Proceeds under the Collateral Assignment and the obligation of the Policy Owner to repay the Secured Amount in accordance with the terms of the Note notwithstanding any settlement option selected by the Policy Owner under the Policy.

9.0
Termination. This Agreement shall terminate upon the occurrence of any of the following events (a “Termination Event”):

(a) the death of the Insured;

(b) the surrender of the Policy;

(c) except for the assignment by the Policy Owner pursuant to the Collateral Assignment, the sale, exchange, transfer or distribution of the Policy or any interest therein by the Policy Owner without the express written consent of the Employer. 
(d) the failure of the Employee (or Policy Owner, if different, to the extent of Policy Proceeds) to pay any principal amount due under the Note when due, and the continuance of such failure for ten days after written notice of such failure; 

(e) the termination or cancellation of the Policy by the Insurance Company as the result of any fraud, misrepresentation or material omission by the Insured/Policy Owner in the application for the Policy or otherwise; 

(f) the occurrence of any other default under the Note and the continuance of such failure for thirty days after written notice of such failure; or
(g) termination of the Employee’s employment by the Employer for any reason. 
Upon termination of this Agreement as a result of any one of the Termination Events described in Section 9.0(b) through (g) hereof, the Policy Owner shall satisfy its repayment obligations under the Note by directing the Insurance Company to pay, upon written demand therefor from the Employer, the Outstanding Loan Amount to the Employer (or the then current Permitted Assignee) from the Policy Proceeds (including the cash surrender value of the Policy). Upon termination of this Agreement as a result of the death of the Insured (i.e., the event described in Section 9.0(a) hereof), such repayment obligation shall be satisfied in accordance with the payment provisions of Section 8.0 of this Agreement, which in such circumstance shall be controlling. Notwithstanding anything to the contrary, if this Agreement and the Collateral Assignment shall have been pledged or assigned to a Permitted Assignee or become subject to a lien or security interest in favor of a Permitted Assignee, and provided the Policy Owner has been given notice thereof as required by Section 5.0(b) of this Agreement, the payments or transfer to be made in satisfaction of the Policy Owner’s repayment obligations hereunder shall be distributed or made in accordance with the instruments evidencing or governing the terms of such pledge, assignment, lien or security interest for application to the obligations and indebtedness secured thereby in order of priority established by such instruments.
10.0
Actions of Insurance Company. The Insurance Company shall not be deemed to be a party to this Agreement for any purpose nor in any way be responsible for its validity. Any payments made or action taken by the Insurance Company in accordance with the provisions of the Policy, this Agreement or the Collateral Assignment shall fully discharge the Insurance Company from all claims, suits and demands of all persons whatsoever, and the Insured and Policy Owner hereby agree to indemnify the Insurance Company from and against any loss, damage, cost, expense (including, without limitation, reasonable attorneys’ fees) or liability resulting from any such payment or action.

11.0
Heirs and Assigns. This Agreement shall inure to the benefit of and bind the heirs, legal representatives, successors and assigns of the parties hereto. 

12.0
Recitals. The Recitals to this Agreement are incorporated herein and shall constitute an integral part of this Agreement.

13.0
Amendment of Agreement. None of the terms or provisions of this Agreement, the Note or of the Collateral Assignment may be waived, limited or amended except by written agreement, signed by both the Policy Owner and the Employer. 

14.0
Governing Law. This Agreement shall be subject to and governed by the laws of the State [Commonwealth] of ____​​​________, without regard to choice of law or conflict of law principles.

15.0
Employer Not Liable. Although the Employer, by this Agreement, is assisting the Policy Owner in obtaining certain life insurance coverage on the life of the Policy Owner, the Employer is not responsible for paying any life insurance benefits which are not paid by the Insurance Company, whether such nonpayment is caused by refusal of the Insurance Company to pay by virtue of a legal reason for nonpayment (such as, but not by way of limitation, suicide or fraud in the inducement), inability of the Insurance Company to pay, or any other reason.

16.0
Counterparts. This Agreement may be executed simultaneously in one or more counterparts, each of which shall be deemed an original but all of which together shall constitute one and the same instrument.

17.0
Notices. All notices, requests and other communications to any party under this Agreement shall be in writing (including electronic transmission or similar writing) and shall be given to such party at its address set forth below or such other address or electronic mail address as such party may hereafter specify for the purpose by notice to the other party and a copy of any such notice, request or communication shall be sent to the Insurance Company at its address, fax number or e-mail address set forth below or such other address, fax number or e-mail address as the Insurance Company may specify to the parties:
(a) If to the Policy Owner:

____________________________________
____________________________________

____________________________________

Fax number:  _________________________
E-mail address: _______________________

(b) If to the Employer:
____________________________________
____________________________________

____________________________________

Attention: ____________________________

Fax number:  _________________________
E-mail address: _______________________
(c) If to the Insurance Company:

____________________________________
____________________________________

____________________________________

Attention: ____________________________

Fax number:  _________________________
E-mail address: _______________________
Each such notice, request or other communication shall be effective (i) if given by mail, 72 hours after such communication is deposited in the mails with first class postage prepaid, addressed as aforesaid or (ii) if given by any other means, when delivered at the address specified in this Section 17.0.
18.0
Headings. Section headings herein are for the convenience of reference only and shall not affect the construction or interpretation of or alter or modify the provisions of this Agreement.
19.0   Release of Information. With my signature below, I authorize Principal to release information about any life insurance product(s) I own, which have been purchased under the terms of this arrangement, to my Employer. 
20.0
Fiduciary Provisions. The _____​​​_______[e.g. President] of Employer  is hereby designated as "Named Fiduciary" for the split dollar plan (hereafter called the "Plan") established by this Agreement, and he or she shall have the authority to control and manage the operation and administration of such Plan. 
21.0
Allocation of Fiduciary Responsibilities. The Named Fiduciary may allocate responsibilities for the operation and administration of the Plan, including the designation of persons to carry out fiduciary responsibilities under the Plan. The Named Fiduciary shall effect any such allocation of such responsibilities by delivering to the Employer a written instrument signed by the Named Fiduciary that specifies the nature and extent of the responsibilities allocated, including the persons who are designated to carry out those fiduciary responsibilities under the Plan, together with a signed acknowledgment of their acceptance. 
22.0
Plan Administrator. The Named Fiduciary is hereby designated as "Plan Administrator" of this Plan.

23.0
Claims Procedure. The following claims procedure shall apply to the Plan: 
(a)  Filing of a Claim for Benefits. The Employee or the beneficiaries of the Policy shall make a claim for the benefits provided under the Policy in the manner provided in the Policy. 
(b)  Claim Approval or Denial with Respect to Plan Benefits. With respect to a claim for benefits, the Plan Administrator shall review and make decisions on claims for benefits. The Plan Administrator shall have complete and sole discretionary authority to determine eligibility for benefits and to construe the terms of the Plan.

(c)  Notification to Claimant of Decision. If a claim is wholly or partially denied, notice of the decision, meeting the requirements of paragraph d. following, shall be furnished to the claimant within a reasonable period of time after the claim has been filed. 
(d)  Content of Notice. The Plan Administrator shall provide to any claimant whose claim for benefits is denied in whole or in part a written notice setting forth, in a manner calculated to be understood by the claimant, the following: 
(1)
the specific reason or reasons for the denial or partial denial;

(2)
specific reference to pertinent Policy or Plan provisions on which the denial is based;

(3)
a description of any additional material or information necessary for the claimant to perfect the claim and an explanation of why such material or information is necessary; and

(4)
an explanation of the Plan's claim review procedure, as set forth in paragraphs e. and f. following.
(e)
Review Procedure. The purpose of the review procedure set forth in this paragraph and in paragraph f. following is to provide a procedure by which a claimant under the Plan may have a reasonable opportunity to appeal a denial or partial denial of a claim and request a full and fair review. To accomplish that purpose, the claimant or a duly authorized representative:
(1)
may request a review by written application to the Plan Administrator; 
(2)
may review pertinent Plan documents or agreements; and
(3)
may submit issues and comments in writing. 
A claimant (or duly authorized representative) shall request a review at any time within sixty (60) days by filing a written application after receipt by the claimant of written notice of the denial of the claim. 
(f) 
Decision on Review. A decision on review of a denial of a claim shall be made in the following manner.

(1) The decision on review shall be made by the Plan Administrator, which may in the Plan Administrator’s discretion hold a hearing on the denied claim. The Plan Administrator shall make such decision promptly, unless special circumstances (such as the need to hold a hearing) require an extension of time for processing, in which case a decision shall be rendered as soon as possible, but no later than one hundred twenty (120) days after receipt of the request for review. 
(2) The decision on review shall be in writing, and shall include specific reasons for the decision, written in a manner calculated to be understood by the claimant, and specific references to the pertinent Policy or Plan provisions on which the decision is based. 
In witness whereof, the parties hereto have caused this Agreement to be executed on the year and day first above written.

_________________________________

Print Name of Employer



 
By: ______________________________

Signature of Authorized Officer/Name and Title
_________________________________

Print Name/Title of Authorized Officer

If Policy Owner is same as employee:
_________________________________

Print Name of Policy Owner/Employee

_________________________________

Signature of Policy Owner/Employee
If Policy Owner is different from employee:
_________________________________


_____________________________

Print Name of Policy Owner




Print Name of Employee
_________________________________


_____________________________

Signature of Policy Owner




Signature of Employee

Schedule to a Loan Agreement

 Insurance on the Life of 
___________________________________________

	Policy Number
	Specified

Face Amount
	Effective

Date
	Insurance

Company
	Policy

Type
	Initial Premium

	
	
	
	
	
	


Successor Owner (if indicated in Policy) ___________________________________

(Note to Counsel: The foregoing Agreement calls for an employer to make loans to an employee to pay premiums on a policy owned by the employee. If the policy is owned by a third party, such as the employee’s irrevocable life insurance trust (ILIT), the transaction will generally be treated as two loans for tax purposes: one by the employer, as lender, to the employee and a second from the employee to the trust. As explained previously, if the policy is owned in an ILIT, a limited collateral assignment might be used. The promissory note that follows binds the “Borrower.” If the policy owner and employee are different, counsel may wish to include language making it clear that both parties are bound under this note.)
Promissory Note
(For Split Dollar Demand Loan)


Date:​​​​​​​​​_______________, 20_____


___________________________


City, State/Commonwealth
For value received, the undersigned (the “Borrower”), promises to pay to the order of (name of employer/lender)_______________________, an entity duly organized and existing under the laws of the State [Commonwealth] of ______________ (the “Employer”) at its principal place of business a _____________________, or such other place as Employer may from time to time designate, the initial single sum of $________ (the “Initial Loan Amount”), and such additional loan amounts (if any) as the Employer, in its discretion, shall determine until this agreement terminates, as is advanced by the Employer from time to time pursuant to the Loan Split Dollar Agreement dated _______________ by and between the Borrower and the Employer (the “Loan Agreement”). 

1.0
Interest. The outstanding principal balance of the Loan shall bear interest at the Blended Annual Rate as published by the Internal Revenue Service for each year during which the loan is outstanding.

2.0 Payment of Principal. The entire outstanding principal balance of the Loan shall be due and payable on the earlier of (i) demand by the Employer at any time or (ii) the death of the Insured (the “Maturity Date”).
3.0
Payment of Interest. Interest payments will be as determined under the Loan Agreement.
4.0
Application of Payments. All payments made by the Borrower hereunder shall be applied to payment of the unpaid principal sum of this Note.

5.0
Security. The obligation of the Borrower to pay the principal under this Note is secured by a Collateral Assignment [or Restrictive Collateral Assignment] dated _________ ​​(the “Collateral Assignment”), granted by Borrower to Employer. The obligations, covenants and agreements of the Collateral Assignment are hereby made a part of this Note to the same extent and with the same effect as if they were fully set forth herein, and Borrower does hereby agree to perform and keep each and every obligation, covenant and agreement set forth in this Note, the Collateral Assignment and the Loan Agreement (hereafter referred to as the Loan Documents). This Note shall evidence the indebtedness described herein, any future loans or advances that may be made to or on behalf of Borrower by Employer at any time or times hereafter under the Loan Agreement, and any other amounts required to be paid by Borrower under the Loan Agreement and the Collateral Assignment, and any such loans, advances or amounts shall be added to the indebtedness evidenced by this Note, and shall bear interest at the interest rate provided above in 1.0.

6.0
Acceleration Upon Default. It is hereby expressly agreed that upon the failure of Borrower to pay any principal amount herein specified when due (subject to any notice or right to cure period set forth in the Loan Agreement), the unpaid principal sum evidenced by this Note and all other sums evidenced and/or secured by the Loan Documents, if any, shall, at the option of Employer, become immediately due and payable, and payment of the unpaid principal sum evidenced by this Note and all other sums evidenced or secured by the Loan Documents, if any, may be enforced and recovered at once.
7.0
Limitation on Interest. All agreements made by Borrower relating directly or indirectly to the indebtedness evidenced by this Note and the other Loan Documents are expressly limited so that in no event or contingency whatsoever shall the amount of interest received, charged or contracted for by Employer exceed the highest lawful amount of interest permissible under applicable law. If, under any circumstances whatsoever, performance of any provision of this Note or the other Loan Documents, at the time performance of such provision shall be due, shall result in the highest lawful rate of interest permissible under applicable law being exceeded, then ipso facto, the amount of interest received, charged or contracted for by Employer shall be reduced to the highest lawful amount of interest permissible under the applicable law, and if for any reason whatsoever, Employer shall ever receive, charge or contract for, as interest, an amount which would be deemed unlawful, such amount of interest deemed unlawful shall be refunded to Borrower (if theretofore paid) or applied to the payment of the last maturing installment or installments of principal to be paid on this Note (whether or not due and payable) and not to the payment of interest. 

8.0
Prepayment Privilege. The principal sum evidenced by this Note may be prepaid, in whole or in part, at any time during the term hereof.

9.0
Waiver by Borrower. Borrower and all endorsers, guarantors and sureties of this Note, and each of them, hereby waive diligence, demand, presentment for payment, notice of non‑payment, protest, notice of dishonor and notice of protest, notice of intent to accelerate and notice of acceleration and specifically consent to, and waive notice of, any renewals or extensions of this Note, whether made to or in favor of Borrower or any other person or persons, and hereby waive any defense by reason of extension of time for payment or other indulgence granted by Employer.

10.0
Exercise of Rights. No single or partial exercise by Employer, or delay or omission in the exercise by Employer, of any right or remedy under the Loan Documents shall preclude, waive or limit any other or further exercise thereof or the exercise of any other right or remedy. The release of any party under this Note shall not operate to release any party liable hereunder or under the other Loan Documents.

11.0
Fees and Expenses. If this Note is placed in the hands of an attorney at law for collection by reason of default on the part of Borrower, Borrower hereby agrees to pay to Employer, in addition to the sums stated above, the costs and expenses of collection, including, without limitation, reasonable attorney’s fees.

12.0
No Modifications. This Note may not be changed, amended or modified, except in a writing expressly intended for such purpose and executed by Borrower and Employer.

13.0
Governing Law. This Note is to be construed and enforced in all respects in accordance with the laws of the State [Commonwealth] of __________________.

14.0
Construction. The words “Borrower” and “Employer” shall be deemed to include the respective heirs, personal representatives, successors and assigns of each, and shall denote the singular and/or plural, and the masculine and/or feminine, and natural and/or artificial persons, whenever and wherever the context so requires. If more than one party is named as Borrower, the obligation hereunder of each such party shall be as determined under the Loan Agreement. The captions herein are inserted only for convenience of reference and in no way define, limit or describe the scope or intent of this Note or any particular paragraph or section hereof, or the proper construction hereof. 

15.0
Notices. All notices, demands, requests and consents permitted or required under this Note shall be given in the manner prescribed in the Loan Agreement.

16.0
Time of the Essence. Time shall be of the essence in this Note with respect to all of Borrower’s obligations hereunder.

17.0
Severability. If any provision hereof should be held unenforceable or void, then such provision shall be deemed separable from the remaining provisions and shall in no way affect the validity of this Note, except that if such provision relates to the payment of any monetary sum, then, Employer may, at its option, declare the indebtedness evidenced hereby immediately due and payable.

In witness whereof, Borrower has executed or caused this Note to be executed under seal by its duly authorized representative(s) the day and year first above written.

If Policy Owner is same as employee:
_________________________________

Print Name of Policy Owner/Employee

_________________________________

Signature of Policy Owner/Employee
If Policy Owner is different from employee:
_________________________________


_____________________________

Print Name of Policy Owner




Print Name of Employee
_________________________________


_____________________________

Signature of Policy Owner




Signature of Employee

BB12278-01  I  01/2022  I  1966705-012022  I  Principal Financial Group, Des Moines, IA 50392

PAGE  
2

