
Cash Value

Pays premiums  
starting in year 2 by 

life policy loans.

Gross-up bonus funds all life 
insurance premiums, the first   

premium on the disability policy, 
and all taxes on the bonuses. 

Sole 
Shareholder

ExecutiveEmployer

Death Benefit

1These plans have a provision called a "Controlled Bonus" in which the covered 
executive is obligated to repay all, or a portion of, the cumulative bonuses that 
have been paid should the executive terminate employment within a certain 
period of time (e.g., 5 years, 10 years, 15 years, etc.) or prior to a certain event 
occurring such as retirement. 

Certain restrictions on an executive's access to the life insurance policy’s cash 
values prior to retirement can be included by way of an Endorsement of Policy 
Ownership Rights Agreement; however, access to cash values for specific 
purposes can be granted by the employer (e.g., payment of premiums, 
repayment of bonuses, education).   
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Bonuses must be repaid if the 
executive does not remain 

employed for a certain 
period of time.1

Life 
Insurance 

Policy
Pays premiums 
with bonuses.

Policy Loans
for Disability Policy 

Premiums and 
Retirement Cash Flow

Disability 
Income

Disability 
Income 
Policy

Pays premium in 
year 1 with part of 

the bonus.


