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Washington Reports 

Life Insurance Related Areas in Which the Internal Revenue Service Will Not Issue Letter 
Rulings 

Revenue Procedure 2014-3 is the most recent version of the areas in which the IRS will not issue 
letter rulings.  Included are a number of life insurance related issues, all of which have been in prior 
versions of this Revenue Procedure, and at least one of which has been included in the list since the 
1980s.

The fact that the IRS will not rule in a given area means only that—a taxpayer cannot obtain a private 
letter ruling on any of the issues included in this Revenue Procedure.  Including an item on this list 
does not indicate that the IRS deems the transaction to be illegal, immoral, or fattening; it may only 
indicate that the IRS has had too many repetitive private letter ruling requests in a given area, or it 
may mean that the law in the area is unclear or that it involves a factual determination. 

With that background, the following are the insurance-related areas listed in Revenue Procedure 
2014-3 in which the IRS will not issue a private letter ruling:

1. Whether a split-dollar life insurance arrangement has been “materially modified” within the 
meaning of Regulation Section 1.61-22(j)(2). 

That is, whether a pre-final regulation split-dollar arrangement has been changed in a way that would 
be considered a “material modification.” A material modification would cause the arrangement to no 
longer be subject to the rules of Notice 2002-8, but to the final split dollar regulations themselves.

2. Whether a group term insurance plan for ten or more employees qualifies as group term insurance 
under Section 79 of the Code if the amount of insurance provided is not computed under a formula 
that meets the requirements of Regulation Section 1.79-1(c)(2)(2) had the group consisted of fewer 
than ten employees.

3. Whether: 1) there has been a transfer for value under Section 101(a) of the Code or, 2) whether the 
grantor will be treated as the owner of the trust for income tax purposes, when substantially all of the 
trust assets consist of insurance policies on the life of the grantor or his or her spouse, the trustee or 
any other person has the power to apply trust income or corpus to the payment of premiums on either 
of their lives, the trustee or any other person has the power to use the trust’s assets to make loans to 
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the grantor’s estate or to purchase assets from the grantor’s estate, and there is a right or a power in 
any person that would cause the grantor to be treated as the owner of the trust for income tax 
purposes. 

This provision, which has been included in similar Revenue Procedures for at least the last thirty 
years, is in response to the so called “Super Trust” concept—creating an irrevocable life insurance 
trust as an intentional grantor trust.  It was initially indicated that the area was “under intensive 
study.”

4. Whether in connection with a transfer of life insurance policy to an unincorporated organization, 
the organization will be treated as a partnership or whether the transfer of the policy to the 
organization will be exempt from the transfer for value rules, when substantially all of the 
organization’s assets consist of life insurance policies on the lives of its members.

5. Whether the “four out of seven year” rule of Section 264(d)(1) of the Code applies to any amount 
paid or accrued on indebtedness incurred or continued as a part of a premium financing 
arrangement.

6. Whether “substantially all” of the premiums on a policy are paid within four years from the date 
the policy is purchased and whether an amount deposited is in payment of a “substantial number” of 
future premiums on such a policy, for purposes of determining whether the policy is a single premium 
policy under Code Section 264(c)(1). 

RELEVANCE:  This is the first of two WRNewswires on Revenue Procedure 2014-3 and the areas in 
which the IRS will not issue private letter rulings.  The next WRNewswire on the Procedure will 
cover a number of other areas of interest to AALU members, including a number of non-qualified 
deferred compensation issues and a number of general estate planning issues.

From the practitioner’s point of view, knowing which areas the IRS currently will not rule on can be 
helpful in determining a client’s or the client’s advisors’ risk tolerance for a particular transaction.  
However, it should be noted again that all of the items on the current no ruling list have appeared on 
the list in prior years, and, as noted, that the items relating to so-called “Super Trusts” have been on 
these lists for at least thirty years.  Intentional grantor irrevocable life insurance trusts have been and 
continue to be routinely used by practitioners for their clients, despite the IRS no-ruling position on 
them.

WRNewswire #14.01.10 was written by Lawrence Brody of Bryan Cave LLP

DISCLAIMER

In order to comply with requirements imposed by the IRS which may apply to the Washington 
Report as distributed or as re-circulated by our members, please be advised of the following:

THE ABOVE ADVICE WAS NOT INTENDED OR WRITTEN TO BE USED, AND IT 
CANNOT BE USED, BY YOU FOR THE PURPOSES OF AVOIDING ANY PENALTY 
THAT MAY BE IMPOSED BY THE INTERNAL REVENUE SERVICE. 
In the event that this Washington Report is also considered to be a “marketed opinion” within 
the meaning of the IRS guidance, then, as required by the IRS, please be further advised of the 
following:
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THE ABOVE ADVICE WAS NOT WRITTEN TO SUPPORT THE PROMOTIONS OR 
MARKETING OF THE TRANSACTIONS OR MATTERS ADDRESSED BY THE WRITTEN 
ADVICE, AND, BASED ON THE PARTICULAR CIRCUMSTANCES, YOU SHOULD SEEK 
ADVICE FROM AN INDEPENDENT TAX ADVISOR.
_________________________________________________________________

The AALU WRNewswire and WRMarketplace are published by the Association for Advanced Life 
Underwriting® as part of the Essential Wisdom Series, the trusted source of actionable technical and 
marketplace knowledge for AALU members—the nation’s most advanced life insurance 
professionals.
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