
Never Having to Pay for Employee 
Benefits Again!



Credit Union Benefit

• Serving credit unions since 2013

• Approximately 30 Credit Unions Clients in 13 States

• Ranging in Assets size from $25m to $3B

• Multiple Strategic Partnerships

• $200+ million in AUM

• Total Benefit Prefunding CUSO



Agenda

• State of the Credit Union

• Current Benefits Environment

• 701.19 Updates

• COLI/BOLI Pros and Cons

• Total Benefit Prefunding

• Final Tips & Takeaways
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INDUSTRY OUTLOOK
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With such growth, why has the 
industry lost so many credit 
unions?

Top 4 reasons for credit union mergers-

1. Financial Performance

2. Member Experience

3. Competition

4. Technology



Current Benefits 
Environment
“If you don’t create a great, rewarding place for people to 
work, they won’t do great work.” –Ari Weinzweig







Employer Challenges
“Do you think money grows on trees?” –Every Employer 

and Parent Ever



Employee Benefit Inflation



NCUA Solution- 701.19

• 701.19 allows credit unions to fund investments that would 
normally be impermissible under 703, as long the gains are 
used to fund employee benefit obligations.

• This can include but is not limited to Health, Vision, Dental, 
Vacation, Sick/PTO Days, Holiday Pay, Life & Disability, LTC, 
Incentives, Retirement Plans, Training/Education, 
Travel/Conferences, Bonus, Board Incentives, and Executive 
Benefits.



Traditional Solution-
BOLI & COLI

PROS

• BOLI is a tax favored asset with returns like 
Muni Funds, Mortgage Backed Securities 
and 5 & 10 Year Treasuries

• Cash values grow tax-deferred (tax-free if 
held until death)

• Provides Death Benefit on insured that can 
be split among credit union and insured 
family

CONS

• Higher fees because of commissions and 
cost of insurance 

• Generally limited to executive benefits

• Limited to 25% of net worth without 
enhanced examinations

• Limited liquidity options without impacting 
guarantees on the policy



Updated Solution-
Total Benefit Prefunding

• Allows the credit union to build an “endowment” to pay for all 
employee benefit cost into perpetuity.

• The “endowment’s” portfolio is customized to each credit unions 
goals, time horizon, and risk tolerance.

• Most plans have zero principal risk and zero market volatility.

• Allows most credit unions to have 100% of employee benefits paid 
for in under 10 years!



Updated Solution-
Total Benefit Prefunding

PROS

• Not limited to 25% of net worth

• Can be designed with zero principal risk and 
zero market volatility

• Historical returns in worst 10-year period are 
between 6%-8%

•Access to liquidity to pay for annual benefits

• Most plans have zero cost to maintain

CONS

• Investment horizon 6-10 years

• Can have surrender charges depending on 
strategy used

•If your earnings are consistently higher than 
your benefit cost, you need to reduce 
principal or increase benefits being offered



Case Study 
#1 



Case Study 1
14% Bonus on deposit

No Principal Risk
No Market Volatility



Case Study 1 
14% Bonus on deposit

No Principal Risk
No Market Volatility



Case Study 
#2



Case Study 2
No Principal Risk
No Market Volatility



Case Study 2



Final Tips & Takeaways

• To Recruit, Reward, Retain, and Retire the best employees, a robust benefit package is more 
important than ever!

• If designed correctly, a credit union can use 701.19 to pay for all their employee benefit cost.

• Because of fees and lower rates of return, COLI/BOLI is not the most efficient investment to pay 
for employee or executive benefits.

• TBP can be designed with zero principal risk and zero market volatility. 

• TBP can allow a credit union to fully fund their employee benefits into perpetuity!



Thank you

Credit Union Benefit Team

(972) 325-2512

info@cubenefit.com

www.cubenefit.com
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