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Executive Bonus Plans and Restricted  
Endorsement Bonus Arrangements
ADVISOR COMPANION

A simple and flexible plan to motivate and reward key employees 

Not valid without all pages.

It can be very challenging for business owners to develop executive benefit plans  

that will attract and reward key employees, particularly for small, closely held businesses 

or pass-through entities. These employers often look to profit sharing or 401(k) plans 

because of the tax benefits, but may dislike the strict participation and non-discrimination 

requirements that come with qualified plans. Deferred Compensation plans allow 

employers to reward key employees in a “discriminatory” fashion, i.e., they can pick and 

choose which employees participate, yet plan administration can be complex. These plans 

also may not work well for businesses that seek immediate tax deductions.    

As an alternative, consider the Executive Bonus Plan (aka “162 Bonus Plan”) and the 

Restricted Endorsement Bonus Arrangement (REBA). Under both of these plans, an 

employer selects a key employee to purchase life insurance on his/her life. The insurance 

premiums are then paid for by the employer in the form of a bonus to the employee. 
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The Value of Permanent Life Insurance
Permanent life insurance can offer many benefits for a key employee and his/her family in 
all stages of life:

•   PROTECTION: income tax-free death benefit provides valuable protection to the 
employee’s family1

•   TAX-DEFERRED GROWTH: cash value grows tax-deferred

•  TAX-FREE ACCESS: via loans and withdrawals2

•   NOT SUBJECT TO QUALIFIED PLAN LIMITATIONS: no funding limits, RMDs, penalties 
before age 59 ½

•   RIDERS ENHANCE POLICY’S VALUE: adding a Long-Term Care rider, Disability 
Payment of Specified Premium Rider, or John Hancock Vitality Program3 can help 
increase the value to the employee
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in the Business Planning Market
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Benefit plans to help key employees remain 
committed to the success of your business 

BUSINESS PLANNING

Executive Bonus Plans and Restricted  
Endorsement Bonus Arrangements
EMPLOYER GUIDE

In today’s increasingly competitive business environment you may be looking for  

new ideas to attract, retain, and reward talented employees. Finding unique and  

cost-effective ways to reward your key employees can be challenging, particularly if  

you are looking to provide a “Golden Handcuff” incentive for your key employees  

to stay with your business. 

Common retirement plan options and drawbacks
Qualified Plans offer preferential tax treatment, however: 

• All employees must be included in the plan

•  Strict administration requirements add to cost/inconvenience 

•  Annual contribution limits may prevent employees from saving what they need

Deferred Compensation plans allow you to selectively reward key employees, but:

•  Tax benefits to your business are delayed until benefits are paid (typically at the employee’s retirement)

•  These plans require long-term administration/management and accounting

Do you have key employees who you are looking to reward and incentivize to stay with the 
business? Are you looking for a plan that can provide long term value to your most productive 
employees in a way that is flexible, cost-effective, and simple to administer? 

If so, an Executive Bonus Plan or a Restricted Endorsement Bonus Arrangement (REBA) may be 
a good fit: both plans will likely appeal to your key employees, are simple to implement and 
administer, and can be tailored for tax-deductibility to you, their employer. 

Executive Bonus/REBA 
Advisor Companion 

Restricted Endorsement Bonus Arrangements (REBA)
CLIENT SNAPSHOT
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An employer-provided benefit program to enhance the way 
you protect your loved ones and preserve your assets
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A Restricted Endorsement Bonus Arrangement (REBA) is an employee benefit program 
meant to enhance your overall financial plan via the purchase of a permanent life insurance 
policy. The policy is purchased and owned by you, but the premiums are paid by your 
employer. These premium “bonuses” are an extra benefit provided by your employer to 
reward you for your hard work and commitment. 

Because you are a valuable employee and your employer wants you to stay with the company 
on a long-term basis, a restriction will be placed on your policy to prevent you from exercising 
certain rights over your life insurance policy until the restriction period expires. Additionally, if 
you terminate employment during this restriction period, your employer may require that you 
repay a portion of the bonuses received, based on a vesting schedule.

PROTECTING YOUR LOVED ONES 
Life insurance provides an income tax-free death benefit to your loved ones, protecting them when they 
need it most. The liquidity provided by a life insurance death benefit can help replace your salary, pay off 
your mortgage or other debt, and help pay potential estate and/or capital gains taxes. The income tax-
free death benefit can also enhance the legacy you leave to your family.

PROVIDING SUPPLEMENTAL INCOME
Permanent life insurance may also provide you with a supplemental income stream. Life insurance offers 
tax-deferred growth and income tax-free access to policy cash value.1 This cash value can be used to 
supplement your retirement income, provide a source of college funding for your children (if applicable), 
and much more, depending on the vesting schedule of your plan. Unlike qualified plans, you may be  
able to access cash value prior to age 59 ½ without penalty and there are no Required Minimum 
Distributions (RMDs). One of the best parts about permanent life insurance is that there is flexibility in 
accessing cash value. 

PRESERVING YOUR ASSETS
Expenses related to a disability or a long term care event can very quickly deplete your assets. You may be 
able to preserve current assets by using policy cash value to help supplement long term care costs. Moreover, 
adding an optional long term care rider on the policy may be an even more effective way to leverage your 
life insurance policy in the event of a long term care event. Long term care riders allow for the acceleration  
of the policy’s income tax-free death benefit during lifetime to help pay for long term care costs.

The Value of Permanent Life Insurance: Protecting, Providing, Preserving 

Permanent life insurance can offer many benefits for you and your family in all stages of your life: 

REBA

REBA Client Snapshot
(Client Approved)
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Executive Bonus/REBA 
Employer Guide 
(Client Approved)
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Business Type
  Corporation:  

  C Corp     S Corp    Prof Corp     Partnership

  LLC taxed as a:  

  Partnership     C Corp     S corp

  Sole Proprietor

  Non-profit

  Other. Please specify: ___________________________

Business Information

Name of Business: ________________________________

State of Business: _________________________________

Business Tax Bracket: ______________________________

Employee Taxation
Will the employer gross up the bonus to the 
employee to cover the employee’s taxes?

  Yes

  No, the employee will pay the taxes out-of-pocket

Product Selection

  UL

  IUL Crediting Rate: _____________________________

  VUL Crediting Rate: ____________________________

Plan Selection

  Bonus Plan

  REBA Plan

Vesting Schedule Options:

  One-Year Rolling

  Five-Year Rolling

  At Retirement

  Vesting Per Year: ______________________________

  Vesting Schedule: ______________________________

Release Year: _________________________________

Please list employee information and other options  

on the next page.

Advisor Contact Information
Name: _______________________________________

Company: ____________________________________

Address 1: ____________________________________

Address 2: ____________________________________

City, State, Zip: ________________________________

Phone: ______________________________________

Email: _______________________________________

Executive Bonus and REBA
BUSINESS PLANNINGFACT FINDER

Questions to Ask
Who are the super stars on your team?

How are they important? What impact would it have 
on your business if they left the business?

If a plan already exists…

Are you happy with the plan? If you could change the 
plan what would you change?

If no plan exists…

If you were to implement a plan what would be your 
top priority? Is tax deductibility a major factor?

Who would you like to include in the plan?

Are you looking for ways to reward top talent that 
don't require participation by all employees?

If your business previously purchased life 
insurance on one or more employees1...

Did you obtain a Notice and Consent from the 
employee/insured prior to issuance of the policy?

Have you been filing Form 8925 with your company's 
income tax return each year?
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Executive Bonus  
Plans/REBA Fact Finder

The following materials were designed to help promote Restricted Endorsement Bonus 

Arrangements (REBA). REBA plans can provide long term value to the most productive 

employees in a way that is flexible, cost effective, and simple to administer.

Restricted Endorsement  
Bonus Arrangements
TOOL KIT
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For agent use only. This material may not be used with the public.
Insurance products are issued by: John Hancock Life Insurance Company (U.S.A.), Boston, MA 02210  
(not licensed in New York) and John Hancock Life Insurance Company of New York, Valhalla, NY 10595. 
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JH Solutions Sample 
Presentation  
(Client Approved; 
Customizable)

__
__
__
__ May 09, 2018

Successful Business

REBA/Executive Bonus Plan

Advanced Markets
John Hancock
197 Clarendon St.
Boston, MA  02116
Tel.: 888-266-7498, Option #3
Email: AdvancedMarkets@Jhancock.com

PREPARED FORPRESENTED BY

Providing Important Benefits For 
Valuable Employees

Insurance products are issued by: John Hancock Life Insurance Company of New York, Valhalla NY 10595. 
Insurance products are issued by: John Hancock Life Insurance Company of New York, Valhalla NY 10595. Securities Products distributed by John
Hancock Distributors LLC through other broker/dealers appointed by John Hancock Distributors LLC, 197 Clarendon Street, Boston, MA  02116

Insurance products are issued by John Hancock Life Insurance Company (U.S.A.), Boston, MA and securities offered through John Hancock 
Distributors LLC through other broker/dealers that have a selling agreement with John Hancock Distributors LLC, 197 Clarendon Street, Boston, 
MA 02116Insurance products are issued by:  John Hancock Life Insurance Company (U.S.A.), Boston, MA 02116
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Planning in Action 
AN ADVANCED MARKETS SUCCESS STORY 
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For more information, contact 

John Hancock’s Advanced  

Markets Group at 888-266-7498, 

option 3 or option 4, or visit  

www.JHAdvancedMarkets.com.

FUNDING A REBA PLAN FOR KEY EMPLOYEES
CASE IN POINT: Due to the Tax Cuts and Jobs Act of 2017, many small business owners, 

including pass-through business owners, may now have additional money to allocate towards 

the retention and rewarding of key employees. In this case, an Advanced Markets Consultant 

(“AMC”) helped a producer to design a simple plan that would motivate two key employees to 

remain working for a business.

Client Profile
• A successful small business owner of a craft brewery wants to retain the 

services of two Brewer Technicians (Brew Techs) for at least five years.

• The business is an S-Corporation.

FACT FINDING
• The business owner recently had a Brew Tech leave and he has had 

trouble replacing this person. The job market is tight and finding 
experienced Brew Techs has been particularly difficult.

• He is motivated to do something for the remaining Brew Techs because 
they have been key to the business’ success and replacing them will be 
costly to the business.

• After talking to his accountant, he expects to be in a lower tax bracket 
(29%) because Section 199A of the Tax Cuts and Job Act of 2017 now 
provides a deduction of up to 20% on “qualified pass-through business 
income.” He plans to deploy some of the tax savings to fund the plan. 

• He wants a plan that is simple to implement and administer.

UNDERWRITING CONSIDERATIONS
The Insureds/Brew Techs are male, age 38, and female, age 41, respectively. 
Both are in very good health (Super Preferred). Personal tax bracket for  
each is 25%.

REBA Planning in 
Action

https://advisor.johnhancockinsurance.com/content/dam/JHINS/documents/unsecured-documents/advanced_markets/business-planning/non-qualified-benefits/LIFE-7712_reba_client_snapshot.pdf
https://advisor.johnhancockinsurance.com/content/dam/JHINS/documents/unsecured-documents/advanced_markets/business-planning/non-qualified-benefits/LIFE-7714_Exec_Bonus_REBA_Advisor_Companion.pdf
https://advisor.johnhancockinsurance.com/content/dam/JHINS/documents/unsecured-documents/advanced_markets/business-planning/non-qualified-benefits/LIFE-7715_executive_bonus_plans.pdf
https://advisor.johnhancockinsurance.com/content/dam/JHINS/documents/unsecured-documents/advanced_markets/am_kits_and_guides/LIFE-5663_retaining_rewarding_employees.pdf
https://advisor.johnhancockinsurance.com/content/dam/JHINS/documents/unsecured-documents/advanced_markets/business-planning/non-qualified-benefits/LIFE-7713_executive_bonus_reba_fact_finder.pdf
https://sales.johnhancockinsurance.com/content/dam/JHINS/documents/life/advanced-markets1/Planning_in_action/life-7809_pia_reba.pdf
https://sales.johnhancockinsurance.com/content/dam/JHINS/documents/unsecured-documents/hidden/LIFE-Toolkit_REBA_EB_Solutions.pdf

