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Bank Owned Life Insurance (BOLI) is institutionally 
designed life insurance policies purchased by 
a bank or bank holding company. The policies 

generally insure the lives of bank executives or other 
highly compensated employees. The bank pays the 
premiums, owns the policies and is the beneficiary of 
death benefit proceeds. The bank accrues revenue from 
investment earnings and bears the risk of investment 
losses. Although the death benefit is of significant 
value in a BOLI purchase, the primary benefit of the life 
insurance structure is the available tax efficiencies on the 
growth of assets within the policies. Income earned on 
the policies is tax-free for the bank, and when an employee 
dies, the cash payments the company receives are tax-free.

Since the early 1980s, banks of all sizes have added BOLI to their 
investment portfolios. Regulations do limit the amount of BOLI a 
bank may purchase. Still, premiums may range from thousands to many 
millions of dollars. While the products and reasons for purchasing BOLI are not new, the 
Federal Reserve Bank reports the overall use of BOLI at community banks, in particular, has 
been increasing.  

Understandably, the industry’s regulatory environment contributes to an ongoing dialogue 
between community banks and regulators regarding BOLI. This brief overview highlights the 
appeal and features of this investment approach.  
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ITEMS OF INTEREST...

Farm Debt Accumulating
(Federal Reserve Bank of Kansas City) - Further increases in farm debt pointed to growing concerns about 
the Tenth District’s agricultural economy. To mitigate their exposure to risk in this environment, District 
bankers raised collateral requirements somewhat and increased their use of government guaranteed loan 
programs. Read more here. 

CYBER Remains a Top Hot Topic
(Reuters) - The Bank of England ordered U.K. banks to detail steps taken to secure computers connected 
to the SWIFT bank messaging network about two months after a still-unidentified group used the system to 
steal $81 million from Bank Bangladesh. Read more here.

(StarTribune) - The only thing standing between a Fortune 500 company and a multimillion-dollar data breach 
is most likely not a malware detection tool or some other fancy software. It’s a human. Read more here. 
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Policy Types

There are three types of BOLI policies: General Account, 
Separate Account and Hybrid Separate Account.  

General Account BOLI is the most prevalent within banks 
of all sizes. The insurance company makes all investment 
decisions, and assets are a part of its general fund. Cash 
Surrender Value (CSV) is an unsecured obligation of the 
insurance company and is available to general creditors 
in the event of insolvency of the insurer. Interest rate risk 
is inherent in the policy’s crediting rate, a rate guaranteed 
by the insurer. The CSV fluctuates based on returns from 
the insurer’s general account.

Separate Account BOLI is less prevalent but still 
significant. The bank selects the investment style but 
cannot control the investments. Investments must be 
bank qualified. The insurer invests in assets that are 
segregated by state law and protected from general 
creditors. Interest rate risk is directly related to the 
performance of the specific investments in the separate 
accounts. The bank that owns the policy assumes the 
investment and price risk. Separate Account products 
may have Stable Value Protection (SVP) wraps to limit 
interest rate risk. CSV fluctuates based on the returns 
from the underlying investments supporting the policies. 
Without designed protections, the cash value could 
potentially be zero. SVP wraps can protect against some 
declines in CSV and can smooth fluctuations.

Hybrid Separate Account BOLI gives the bank benefits of 
separate account portfolios while the insurance company 
protects the bank from market losses, guaranteeing a 
minimum crediting rate. 

BOLI Yields Contribute to Popularity

BOLI provides an attractive net yield. Current rates 
generally range from 2.9 to 3.75 percent after all 
expenses are deducted, depending on the carrier 
and the product. This translates to a tax equivalent 
yield of 4.83 to 6.25 percent, assuming a 40 percent 
marginal tax rate. The after-tax rates of BOLI are 
difficult to compete with when compared to the after-
tax opportunity cost in a bank’s non-loan investment 
portfolio. The spreads are meaningful; BOLI yields have 
historically created spreads of 150 to 200 basis points. 
The current interest rate environment creates spreads 
that are historically at their highest levels, resulting in 
positive impact to the bank’s earnings.

Given these returns, the continued and growing 
popularity BOLI is hardly surprising. Just over 60 percent 
of all U.S. banks own BOLI. More than half of the 6,191 
U.S. banking institutions own BOLI assets in excess of 
$1 million. BOLI purchases were $4.05 billion in 2015 
by banks with total assets in excess of $1 billion. At of 

the close of 2015, there were $156 billion in BOLI cash 
values. That is an increase from 2014 of $6 billion or 
4.7 percent. 

BOLI was purchased at more than 600 banks nationwide 
in 2015, a first-time purchase for 127 of those banks. 
Commentators estimate that there is currently $200 
billion in new BOLI capacity in the U.S. bank market.

Risks

Even with all the growth and potential in the BOLI 
marketplace, it is prudent to note that BOLI is not 
without risk. Its purchase should be aligned with the 
objectives of bank management, director-approved risk 
guidelines and the bank’s risk profile. Bank management 
must understand both the benefits and risks of its 
insurance decisions to effectively identify, quantify 
and actively manage all risk. Diversification between 
carriers and vetting plan administrators may be a 
worthwhile consideration. And, of course, because of the 
complexities of life insurance, bank management should 
seek qualified tax, insurance and legal advice when 
considering BOLI purchases. 

For additional information about Bank Owned Life 
Insurance and other nonqualified plans, contact  
Greg Ochalek by email or phone at 440.591.8581.
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Total U.S. BOLI Holdings YOY & ∆

2013 $143 billion

2014 $149 billion 4.2%

2015 $156 billion 4.7%

2015 Total BOLI Bank Holdings Data - U.S. 

Total Banks Banks with 
BOLI

% of Banks 
w/ BOLI

BOLI % of 
Tier 1 Capital

U.S. 6,182 3,739 60.5% 17%

Source: FDIC Data
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BY MARK MADAR AND REMONDE BRANGMAN  

Over the past several decades, the world’s 
economic and political infrastructures have been 
tested by environmental extremes and physical 

and virtual attacks. Natural disasters, civil disturbances, 
cybersecurity incidents, technical disruptions, facility 
outages and staffing shortages can paralyze a business. 
Financial institutions and their strategic partners, 
however, are expected to maintain the highest level of 
service delivery to their clients following a crisis situation. 

Government regulation of the financial industry with 
respect to business continuity is in place to create 
uniform national standards and actionable recovery 
strategies that are routinely tested for ongoing awareness 
and improvement. Several regulations such as the 
Expedited Funds Availability Act of 1989, the Federal 
Financial Institutions Examination Council Inter-Agency 
Policy of 1997 and the Gramm-Leach-Bliley Act of 1999 
require financial institutions to have business continuity 
plans. But beyond regulatory requirements, there is an 
implied trust in financial institutions to have measures 
in place to protect everyone concerned. The institutions 
themselves bear the responsibility for determining how 
to maintain the viability of operations and protect key 
business resources and staff.

As it is impossible to predict exactly how or when disaster 
will strike, focusing too narrowly on specific incidents 
when designing your incident response strategy could 

hinder your institution’s ability to respond. Regardless of 
the cause of the business disruption, it’s important that 
actions of the designated crisis management team are 
aligned with the recovery strategies defined in the plan. 

The objective of any business continuity plan is to 
minimize the impact of disruptive incidents on customers, 
other stakeholders and employees, and your business 
operations. The following five components will help you 
create and implement a clear, holistic incident response 
and recovery strategy or guide your review of the plan you 
may already have in place.  

Loss of Facilities

Your strategy needs to include a plan for continuing 
operations without disruption. This might include allowing 
your employees to continue their work from home or 
identifying a temporary alternative location for your staff, 
such as another business location or branch, client 
facility or community collaborative workspace.

Loss of People

Even if your facility remains intact after an incident 
occurs, your staff could be divided. Personal tragedy, 
illness or injury can render key employees unavailable 
or incapable of making critical decisions necessary 
to get your operations back on track. Part of your 
overall strategy should include the cross-training of 
your staff so that each member is prepared to step 

Plan for Incident Response and Rapid Recovery

(Continued on page 4)
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in to perform essential functions should another 
employee be unavailable. Documenting your processes 
and procedures can ease the burden of training 
and provides employees with reference materials if 
necessary. It may also be valuable to identify a third 
party that could assist your team with critical functions 
in situations that would cause large members of your 
staff to be unavailable. 

Loss of Technology

Not every incident will be physical. In 2014, JP Morgan 
experienced a data breach that compromised an 
estimated 83 million customer records. As today’s 
business environment increases its dependency on 
information technology, financial institutions need to 
have a plan in place to recognize when a cyber-attack is 
occurring, react quickly to stop the breach and recover 
in a way that addresses both the short- and long-
term problems from unauthorized access. Identifying 
potential system workarounds can keep your operations 
functioning should you lose the use of a system during 
an attack. Knowing exactly how long your company can 
continue to deliver client service without a particular 
system can help you create a recovery timeline once an 
outage or breach is contained.  

Loss of Vendors

Your incident response strategy is only as strong as 
the third-party vendors on which you rely. Outsourced 
payroll and IT support, for example, offer both savings 
and efficiencies. These vendors must be prepared to 
step in and assist should an incident occur. Additionally, 
your organization should expect that a vendor’s disaster 
recovery plan offers protection for your institution, as 
clients expect that you are protected if the disaster 
strikes on the vendor’s end. Keep in mind that the 
Federal Financial Institutions Examination Council 
(FFIEC) holds financial institutions responsible for 
making sure that their third-party service providers 
comply with applicable regulations and that activities 
are conducted safely. You should ensure a third-party 
service provider’s business continuity plan meets the 
appropriate standards for your organization.  

Beyond disaster preparedness, financial institutions 
that manage vendor risk by anticipating and managing 
exposures, including those emanating from structural 
weakness or financial pressures, have been able to 
leverage this process to gain significant business benefit 
during the most challenging business environment. 
Examples are in the news daily. Through its risk 
assessment model, a mortgage banking organization 
identified a growing market risk that several of its 
mortgage servicers were going-concern risks due to 

market pressures. The company implemented a plan 
to protect its assets held with these servicers and 
minimized its loss exposure from more than one month 
of cash flows to less than one day. The organization was 
also able to put in place transition plans for transferring 
servicers in a timely manner. These actions saved the 
company millions of dollars that would have been lost 
had the company not been proactive.

Communications

Communications, both internal and external, are a critical 
aspect of incident management. Customers will want to 
know they can access their daily banking accounts even 
when your institution is in the midst of a disruptive event. 
Corporate customers want to ensure their payments, 
loans and transfers will still operate as expected. Banking 
partners need to know the institution is stable and will 
resume continuity of service. Employees need to know 
they are working in a safe environment and that there is a 
business continuity plan in place.

A decade ago, this would be achieved by press releases 
and internal memos. Modern communications are more 
instantaneous and multi-pronged. All communications 
should be both leveraged and monitored, including social 
media, emails, news media coverage, press conferences, 
voicemails and texts.  

Bottom Line – Identify Risks; Create an Actionable Plan

Your primary objective when designing an incident 
response and business continuity strategy is to identify 
your risks and create an actionable plan. Writing a plan 
that includes recovery steps for every possible scenario 
will most likely result in a complex document that isn’t 
practical when employees need to act quickly. The key 
to a strong response and recovery plan is not to over-
complicate the context. Your strategy should account for 
places, people, procedures and communications, and it 
should be able to work in multiple situations. 

For questions or comments about the issues  
addressed in this article, please contact the authors, 
Mark Madar, CBIZ Credit Risk Advisory Practice 
(216.525.1956), Remonde Brangman, CBIZ National 
Risk Advisory Practice (540.687.0406), or your local 
CBIZ advisor.

(Continued from page 3)
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BY TODD GORDON

With health care reform a reality, top-performing 
employers understand that pursuing the 
objective of healthier, happier employees is 

beneficial to the individual as well as the business’ 
bottom line. There is now a fair amount of validated 
research demonstrating the effectiveness of 
successfully implemented wellbeing programs to deliver 
value beyond money.

Even if a business’ medical plan is fully-insured, has 
a pooled group premium or is utilizing exchanges, the 
additional benefits to productivity, performance and 
the competitiveness of the business are compelling 
reasons to implement workforce wellbeing and 
engagement programs.

Improved employee health, health care cost control, 
increased productivity and absenteeism reduction are 
quantifiable goals, and their value can be monetized, 
allowing for a calculation of savings and an estimation 
of a return on investment (ROI). Yet broader motivations, 
including low turnover rates, attraction of top candidates, 
job satisfaction, and recruitment and retention of 

The Economic Value of Employee Wellbeing
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workers, are now contributing to employer commitment 
to wellbeing programming. This is evident in the 
proliferation of “best places to work” lists in major 
markets across the country.

Toward this end, best practices focus on modifying the 
environmental, cultural and lifestyle systems in the 
workplace that can lead to poor wellbeing, preventable 
health risks and unchecked costs. This is a major 
paradigm shift in thinking about the economic value 
of health and overall wellbeing. The issue is no longer 
whether to offer a wellbeing program but how best to 
implement a program that fully engages employees to 
return clear, measurable outcomes and a real return on 
this significant business investment.

As health care reforms have been introduced over the 
last several years, changing benefit design has been 
a challenge for employers and at times a potential 
source of stress for employees. Surveys tell us that the 
biggest challenge to maintaining affordable coverage 
is employees’ poor health habits, followed by high-
cost catastrophic cases and underuse of preventive 

(Continued on page 6)
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n   Determine the company’s level of involvement.
n   Establish a budget and expected ROI.
n   Choose employee rewards.
n   Write and communicate your policy.

Enlisting the aid of an expert wellbeing consultant at the 
program’s inception will help to ensure you infuse your 
program with best practices and a construct that allows 
you to capture the value gained by your investment.

Clearly, workplace wellbeing programs bring value 
beyond financial or economic factors, such as physical 
and mental health, quality of life, perceived health status 
and functional capacity. Senior leadership can ignite a 
strategic business initiative of wellbeing which ultimately 
will deliver a return of value. That strategy develops 
a workforce culture where employees are engaged, 
accountable self-leaders who are supported in their 
pursuit of health, wellbeing and life accomplishment. 

@CBIZMHMCBIZ-MHM-LLC BizTipsVideos

DISCLAIMER: This publication is distributed with the understanding that CBIZ is not rendering legal, accounting or other professional 
advice. This information is general in nature and may be affected by changes in law or in the interpretation of such laws. The reader 
is advised to contact a professional prior to taking any action based upon this information. CBIZ assumes no liability whatsoever in 
connection with the use of this information and assumes no obligation to inform the reader of any changes in laws or other factors that 
could affect the information contained herein. 

For additional information about 
employee benefit programs, including 
workforce wellbeing, call or email 
Todd Gordon, Vice President, CBIZ 
Benefits & Insurance Services, Inc., 
(770.858.4801).

services. Clearly, there are preventive and mitigation 
opportunities to address these challenges. Such 
programs have goals to:

n   increase employee education and awareness of 
health risks

n   engage the workforce in active, healthy lifestyles
n   reduce moderate and high risk prevalence in 

the population, specifically weight, stress, blood 
pressure, cholesterol, diabetes and tobacco use

n  reduce medical claims expense, as well as 
absences, disability and worker’s comp injuries

The ‘real’ answer to these problems is to focus 
on improving employee wellbeing, energy and 
engagement. Performance will follow. Leading 
evidence suggests we need to go upstream to fix the 
system leading to the defects.

Businesses can begin to manage the wellbeing of 
their workforce by designating a wellbeing leader and 
endorsing a mission of wellbeing, then setting out to 
formally construct and implement the plan. The Society 
for Human Resource Management (SHRM) suggests a 
step-by-step program that includes the following actions:

n   Set program goals.

(Continued from page 5)
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