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Group Term Life Insurance

Instructions for calculating the annual taxable portion of GTL

***CBIZ can provide you with a spreadsheet that will calculate the taxable portion once you enter the total value of the employee’s group term life insurance.  Please submit your request to your Payroll Service team if you would like for us to send it to you. ***

NOTE:
  Our payroll system automatically calculates GTL throughout the year.  To avoid manual calculations, please ask your service team for more information on how to get this setup in the payroll system.  (If you are reporting GTL at the end of the year, please notify CBIZ to have the appropriate earning code be setup on your company)
The value of group term life insurance in excess of $50,000 must be included in income.  It is determined by using IRS Section 79 Table I and the uniform premiums it provides, rather than the actual cost to the employer.  Table I lists the value of each $1,000 of group term life insurance coverage per month, broken down in five-year age brackets.

Here are the steps an employer must take in computing the monthly value of excess group term life insurance to include in an employee’s income:

1. Determine the total amount of the employee’s group term life insurance coverage under the employer’s plan (including coverage purchased by both the employer and the employee).

2. Calculate the excess benefit over $50,000.

3. Divide the excess insurance amount by $1,000.

4. Determine the employee’s age as of December 31 of the calendar year during which the benefit is taxable.

5. Use IRS Table I to calculate the fair market value of one month of excess insurance per $1,000 and multiply it by the answer obtained from Step 3.

6. Deduct any after-tax contributions by the employee from the value of the insurance.

7. Add the excess amount to the employee’s income, withhold and pay Social Security and Medicare taxes, and report the amount as required.
IRS Table I – Uniform Premiums

Fair Market Value of GTL Insurance per $1,000 of Excess Benefit per Month
	Under Age 25
	$0.05

	Age 25-29
	0.06

	Age 30-34
	0.08

	Age 35-39
	0.09

	Age 40-44
	0.10

	Age 45-49
	0.15

	Age 50-54
	0.23

	Age 55-59
	0.43

	Age 60-64
	0.66

	Age 65-69
	1.27

	Age 70 and above
	2.06


IRS Reg. 1.79-3(d)(2)
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