
Restricted Executive Bonus Plan
During Employee’s Lifetime:

After Employee’s Death:

Employer,
ABC Company

Employee

Employee’s
Beneficiaries

Employer pays premium on policy pursuant to 
a separate agreement with employee. Payments 
are deductible as business expense.

Employer includes 
premium payments 
in employee’s 
taxable income.

Employee 
pays tax

Employee purchases and owns 
a policy insuring his life and 
designates the beneficiary.

Access to policy values is subject 
to a restrictive endorsement.

Income tax free death benefits are paid to 
the employee’s designated beneficiaries.

For discussion purposes only.  This chart illustrates generic 
situations and does not represent tax or legal advice. 

Insurance Company

The restrictive endorsement requires the employer’s 
consent before the employee can change policy 
ownership or access policy values through surrender,  
assignment, or loan.

The restrictive endorsement is typically released 
subject to a vesting schedule based on years of 
service or attainment of a specific age. Upon release 
the employee can access policy values for any 
purpose.

RestrictiveEndorsement
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