
  
 

 
 
 
 

 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 

 

       
 

    
   

   TAXATION OF SUPPLEMENT LIFE: A NEW RULING 
 
Internal Revenue Code Section 79 provides limited 
tax-favored status for group term life insurance.  In 
a nutshell, up to $50,000 of employer-provided 
group term life insurance is excluded from an 
employee’s income.  Amounts over $50,000 must be 
imputed into the employee’s income using the Table 
I rates.  Generally, this is true for both basic and 
supplemental life insurance. 
 
In a recent Private Letter Ruling (PLR), the IRS 
was asked whether supplemental life insurance could 
be treated as a separate policy and therefore not 
subject to the income imputation.  In making its 
determination, the IRS opined that the supplemental 
life insurance was not carried directly or indirectly by 
the employer. Further, it determined that no 
employee was charged above the Table I rate; in 
other words, there was no straddling.  In this 
instance, the IRS concluded that there were two 
policies and that the supplement life insurance was 
independent of the basic life insurance.  Because the 
policy was not carried directly or indirectly by the 
employer, it would not be subject to income 
imputation.   

 
Note: A Private Letter Ruling is only binding upon the 
taxpayer requesting it and cannot be relied upon or 
used as precedent; however, it does give an 
indication of how the Internal Revenue Service looks 
at these matters. 
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CERTAIN STOP-LOSS INSURANCE POLICIES 
ARE NOT PLAN ASSETS, SAYS DOL 

 
An employer can offer a health plan that is 
funded, such as through insurance or a trust; 
or paid from its general assets (unfunded), or 
is a combination of funded and unfunded.  
Employers who self-fund health coverage 
often intend that the plan be funded solely 
from the employer’s general assets.  The 
employer, however, wants some level of 
protection for itself.  To this end, an employer 
might purchase stop loss insurance with its 
own funds.   
 
Years ago, the Department of Labor’s 
Employee Benefit Security Administration 
opined (Advisory Opinion 92-02A) a 
scenario wherein an employer sponsoring a 
self-insured welfare benefit plan purchased a 
stop-loss insurance policy and paid benefits 
out of its general assets; however, no 
employee contributions were required.  This 
arrangement was deemed permissible based 
upon the following factors: 
1. The insurance proceeds are only paid to 

the employer who is the named insured 
under the policy;  

2. The employer has all rights of ownership 
under the policy, and the policy would be 
subject to the claims of the employer's 
creditors;  

3. Neither the plan nor any participant or 
beneficiary has any preferential claim 
against the policy or any beneficial interest 
in the policy;  

4. The policy is not used to provide plan 
benefits or as security for payment of 
benefits; and 

5. The benefits associated with the plan are 
not limited or governed by the amount of 
insurance proceeds received by the 
employer. 

 
The Department of Labor recently opined 
(DOL Advisory Opinion 2015-02A) in a 
similar scenario that stop loss policies 
purchased by a plan sponsor to manage risk 
associated with a self-insured contributory 
welfare plan do not constitute plan assets.   

 
 
While the plan is largely funded from the 
general assets of the plan sponsor, the 
employees also make contributions for the 
medical coverage.  Even with the distinction of 
employee contributions in the current 
scenario, the DOL concluded that the stop loss 
policies would not constitute plan assets, 
based upon: 
 Meeting the criteria as outlined above in 

Advisory Opinion 92-02A; 
 The sponsor utilizing an accounting system 

wherein participant contributions are not, 
in any way, used to pay stop loss 
premium;  

 The plan continues to pay benefits and the 
stop loss insurer does not pay participant 
claims; and  

 The stop loss policies reimburse the plan 
sponsor only if it pays claims from its 
general assets without reimbursement 
from the insurer for claim amounts paid 
with participant contributions. 

 
 

2016 MEDICARE PREMIUMS AND 
DEDUCTIBLES 

 
The Centers for Medicare & Medicaid Services 
released the 2016 premiums and deductibles 
for the Medicare Part A and Part B programs.   
 
Medicare Part A Premium and Deductible 
Generally, there is no monthly Part A premium 
for those with 40+ quarters of Medicare-
covered employment.  Individuals who buy 
Part A will pay up to $411 each month in 
2016.  
 
Part A deductibles in 2016 will be $1,288 for 
first 60 days of inpatient care; an additional 
$322 co-insurance per day for days 61 
through 90, and additional $644 per day 
beyond the 90th day. 
 
Medicare Part B Premium and Deductible 
The annual deductible for Part B beneficiaries 
will increase from $147 to $166 in 2016. 
 

http://www.dol.gov/ebsa/programs/ori/advisory92/92-02a.htm�
http://www.dol.gov/ebsa/regs/AOs/ao2015-02a.html�
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With regard to Part B premium, because there 
was no Social Security cost of living increase 
for 2016, the monthly premium for most 
individuals with Medicare Part B will remain 
the same as last year ($104.90).  The amount 
of monthly premium is adjusted based on 
income – see chart below: 
  
Beneficiaries 
who file an 

individual tax 
return with 

income: 

Beneficiaries 
who file a 
joint tax 

return with 
income: 

Income-
related 
monthly 

adjustment 
amount 

Total 
monthly 
premium 
amount 

≤ $85,000 ≤ $170,000 $0.00 $121.80 
>$85,000  

and  
≤ $107,000 

> $170,000 
and  

≤ $214,000 48.70 170.50 
> $107,000 

and  
≤ $160,000 

> $214,000 
and  

≤ $320,000 121.80 243.60 
> $160,000 

and  
≤ $214,000 

> $320,000 
and  

≤ $428,000 194.90 316.70 
> $214,000 > $428,000 268.00 389.80 

 
 
Part B premiums for individuals who are 
married, live with their spouse at any time 
during the taxable year, and file a separate 
return are: 
 

Beneficiaries who are 
married and lived with 

their spouse at any time 
during the year, but file a 
separate tax return from 

their spouse: 

Income-
related 
monthly 

adjustment 
amount 

Total 
monthly 
premium 
amount 

≤ $85,000 $0.00 $121.80 
> $85,000 and  

≤ $129,000 194.90 316.70 
> $129,000 268.00 389.80 

 
Medicare Parts C and D monthly premiums 
vary by plan. 
 
Additional information about Medicare 
premium and deductibles is available from 
Medicare’s 2015 & 2016 Costs at a Glance 
and CMS press release.   
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The information contained in this Benefit Beat is not 
intended to be legal, accounting, or other professional 
advice, nor are these comments directed to specific 
situations. This information is provided as general 

guidance and may be affected by changes in law or 
regulation. This information is not intended to replace or 

substitute for accounting or other professional advice. You 
must consult your own attorney or tax advisor for 
assistance in specific situations. This information is 

provided as-is, with no warranties of any kind. CBIZ shall 
not be liable for any damages whatsoever in connection 

with its use and assumes no obligation to inform the 
reader of any changes in laws or other factors that could 

affect the information contained herein.  
 
 
 

http://www.medicare.gov/your-medicare-costs/costs-at-a-glance/costs-at-glance.html�
http://www.cms.gov/Newsroom/MediaReleaseDatabase/Press-releases/2015-Press-releases-items/2015-11-10.html�

