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BUSINESS PLANNING
RESTRICTIVE EXECUTIVE BONUS ARRANGEMENT (REBA)

C O N C E P T  A P P L I E D :
A Restrictive Executive Bonus Arrangement 
(REBA) is an attractive benefit that 
combines a tax-deductible bonus with 
a restrictive endorsement on a personal life 
insurance policy. It is straightforward, simple 
to implement, and easy to administer. 

H O W  I T  W O R K S : 
u	Business owners choose the executive 

they wish to reward.

u	The executive applies for and owns a 
personal life insurance policy with a 
restrictive endorsement that limits access 
to cash values.

u	The employer agrees to pay premiums in 
exchange for the executive’s unsecured 
promise to continue employment for a 
specified agreement.

u	The employer uses fully deductible bonus 
payments to pay premiums.   

W H Y  I S  I T  U S E F U L ?
A REBA helps business owners recruit and 
retain key employees using a tax-deductible 
bonus arrangement. The executive benefits 
from needed personal life insurance, tax-
deferred growth of policy values, and at the 
end of the specified employment period, 
cash values can be accessed using tax-free 
loans and withdrawals. 

50 words or less
An employer uses a REBA to provide personal life 
insurance protection. In a new or modified employment 
contract, the employer agrees to pay premiums and the 
executive agrees to continue employment for a specified 
period, during which access to the policy is restricted.
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BUSINESS PLANNING
IMPORTANT INFORMATION

This information is provided by American General Life Insurance Company (AGL) and The 

United States Life Insurance Company in the City of New York (US Life), members of American 

International Group, Inc. (AIG).

The information contained in this document is general in nature and intended for educational 

purposes only and is not a comprehensive analysis of the topic presented. The information may 

be subject to change and should be verified for accuracy and reliability (e.g., federal income tax 

statutes, rulings, etc. that may have changed since publication) and may be subject to differing 

legal interpretations. While the publisher has been diligent in attempting to provide accurate 

information, the accuracy of the information cannot be guaranteed. No representation or 

warranty, express or implied, is made by AGL, US Life and its affiliates as to the completeness 

of the information in this document. AGL and US Life shall not be liable for any loss or damage 

caused by the use of, or reliance on, the tax, accounting, legal, investment or financial items 

contained in this material.

The Company, its financial professionals and other representatives are not authorized to give legal, 

tax or accounting advice. For advice concerning your situation, consult your professional attorney, 

tax advisor or accountant.

To ensure compliance with requirements imposed by U.S. Treasury Regulations, we inform you that 

any tax advice contained in this document (including any attachments) is not intended or written to 

be used, and cannot be used, for the purpose of (i) avoiding penalties under the Internal Revenue 

Code or (ii) promoting, marketing or recommending to another party any transaction or matter 

addressed herein. 
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