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Course Description

One of the important considerations in many financial transactions is the tax treatment the
transaction is given. Often, the impact of taxation is a consideration in the purchase of life
insurance every bit as much as it applies to stock purchases, bond purchases and the
establishment of qualified retirement plans.

In this course we will look at the tax treatment given proceeds from life insurance policies and will
consider the taxation of death benefits, cash value withdrawals, loans and surrenders. In addition,
we will examine the differences in tax treatment caused by a life insurance policy’s:

Failure to meet the statutory definition of life insurance;

Being deemed a modified endowment contract;

Transfer of ownership to another person for a valuable consideration;
Sale in a viatical or life settlement transaction;

Ownership by an employer; and

Use in a qualified retirement plan.
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Final Exam (online): 25 questions (multiple choice)

Instructions for taking this course

Note: Downloading the PDF of this course will enable Bookmarks for easier navigation
(on the left side of the document window, open the bookmarks pane).

You must complete this course within one year of the date of purchase (if you do not complete the
course within one year, contact us to determine whether an updated edition of the course is
available, in which case we will provide you with a PDF of the updated course and the online exam
at no charge).

A passing grade of at least 70% is required on the final exam for this course. You may retake the
exam if you do not pass it on the first attempt (no charge).

Complete the course by following the learning objectives listed on page one, studying the chapter-
text, then studying the review quiz at the end of the chapter (answers to chapter review quizzes are
at the end of the text). Once you have completed each chapter and you are confident that the
learning objectives have been met, answer the final exam questions (online).
Instructions for Taking the Final Exam Online

e Login to your account online at www.bhfe.com.

e The exam may be started, stopped, then resumed at a later date.

e The exam is "open book," it is not timed, and it may be retaken if not passed on the
first attempt (no charge).

e Results (correct, incorrect answers) and certificate appear immediately upon passing
the exam.

e CFP® and EA credits are reported weekly.

Have a question? Call us at 800-588-7039 or email us at contact@bhfe.com.
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Introduction

One of the important considerations in many financial transactions is the tax treatment the transaction
is given. Often, the impact of taxation is a consideration in the purchase of life insurance every bit as
much as it applies to stock purchases, bond purchases and the establishment of qualified retirement
plans.

In this course we will look at the tax treatment given proceeds from life insurance policies and will
consider the taxation of death benefits, cash value withdrawals, loans and surrenders. In addition, we
will examine the differences in tax treatment caused by a life insurance policy’s:

Failure to meet the statutory definition of life insurance;

Being deemed a modified endowment contract;

Transfer of ownership to another person for a valuable consideration;
Sale in a viatical or life settlement transaction;

Ownership by an employer; and

Use in a qualified retirement plan.

Learning Objectives
When you have completed this course, you should be able to:

e Calculate the gain to be recognized as a result of various life insurance policy
transactions, including -
o withdrawals,
o loans,
o surrenders, and
o payment of death benefits;

e Identify the changes to the customary tax treatment of life insurance policy living
proceeds resulting from the policy being deemed a modified endowment contract
(MEC);

e Calculate the reportable gain upon receipt of life insurance policy death benefits when
the life insurance policy -

o has been transferred for a valuable consideration, or

o was included in a qualified plan;
Recognize the types of life insurance exchanges that are tax-free under IRC §1035;
Define the terms “terminally-ill” and “chronically-ill” as used in the Health Insurance
Portability and Accountability Act; and

o Identify the income tax treatment of accelerated death benefits, viatical settlements
and life settlements.
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