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BANK EXAMINERS FOCUS ON BOLI

by Robert A. Singer

Overview

We have received several reports that federal
banking regulators are continuing to focus upon
bank-owned life insurance policies (“BOLI”).
They are particularly interested in whether an
institution has a written policy containing clear
procedures under which executive management
and the board of directors:

= Conduct pre-purchase analyses of the risks,
rewards and unique characteristics of BOLI
policies; and

e Conduct on-going and comprehensive
assessments of BOLI policies held by the
institution.

There are different types of BOLI policies (term,
permanent, general account permanent, special
account permanent, etc.) and different intended
uses (pre-retirement and post-retirement
compensation funding, “key” officer coverage,

and so forth). The inherent risk exposures, and
potential benefits, vary by type and use.

Federal banking regulators are continuing to
focus on bank-owned life insurance policies
(“BOLI™) and are particularly interested in

whether an institution has a written policy
containing clear procedures regarding these
policies.

We are familiar with the Interagency Statement on
the Purchase and Risk Management of Life
Insurance and the applicable regulatory materials
(e.g. FDIC Financial Institution Letter and FDIC
Manual of Examination Policies, Section 3.7).

If you do not have awritten BOLI policy and desire
our assistance, please contact Bob Singer at (336)
271-3123 or one of the other Brooks Pierceadvisors
in the following list.
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