
CORPORATE LIFE INSURANCE AS GOLDEN HANDCUFFS 

Option 1: Custodial Executive Bonus Arrangement - Simple to install, custodial agreement,

employer deduction, handcuffs limiting access to Cash Value, retail product common with early surrender charges 

Employer Makes 
Premium Payment 

Employer Receives 
Tax Deduction 

Executive Pays 
Tax on Bonus 

Tax-Free Death 
Benefit to Heirs 

Employer Can 
Restrict CV 
Access for 
Stated Duration 

Executive Owns Policy 
with Creditor Protection 

Not Meant to be Tax Advice, Please Consult Your Tax Adviser and Legal Counsel 
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Option 2: Non-Qualified Supplemental Executive Retirement Plan – ERISA filing with DOL to

install, no IRS pre-approval required, SERP Agreement, employer owns policy with option for cost recovery, 
forfeiture provisions for early departure, product selection based upon age, structure, premium amounts, rabbi 
trust for management change protection 

Employer Pays Premium to 
Informally Fund Future Obligation 

Employer Receives 
Tax Deduction when 
Income is Paid 

Employer Agrees to Future 
Retirement Income 

Executive Pays Tax When 
Income is Paid or Allocated 

Employer Maintains 
Ownership of the Policy, 
Notice and Consent by 
Executive Required 101(j) 

Employer Retains 
Access to Remaining 
CV, Death Benefit Paid 
to Corporation 




