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Making the Affordable Care Act Affordable 
By Rob Barton 

Health Insurance remains a basic, vital benefit that employers provide their employees.  
Employer-provided healthcare has 
become such a standard element of a 
benefits package that employers not 
offering health insurance are 
immediately at a hiring and/or 
retention disadvantage.  
Unfortunately, the costs of these 
benefits have been rising drastically.  
According to the Center for Disease 
Control and Prevention, since 2000, 
health insurance premiums for a 
typical family of four have increased 
114%.i With uncertainty in the 
marketplace relating to the Affordable 
Care Act, many employers are looking 
for more ways to minimize the expense of this necessary benefit. 

In an article published in June of 2014, the Wall Street Journal reports that consumers 
who bought health coverage plans under the ACA face rising rates.  Many carriers, now 
with dominant market share, “feel they have room to raise rates”, proposing rate increases 
from 8.5% to 22.8%.  The article continues by stating, “It is difficult to determine precisely 
the impact the Affordable Care Act has had on insurance premiums, Insurance companies 
say fees and coverage mandates in the law have forced them to raise their rates.”ii What 
we have learned in the last several years is that the growth of health insurance premiums 
far outpaces any normal inflation index. 
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Banks have an opportunity to mitigate such cost impact.  Bank Owned Life Insurance 
(BOLI), a long established benefit expense offset tool, can be used specifically to help 
offset rising health insurance costs.  A community bank paying $300,000 in health 
insurance premiums, facing 7% annual increases, can use BOLI to offset nearly 25% of 
their expenses with $2,500,000 of BOLI.  Many banks are facing even higher annual health 
insurance premium increases, some upwards of 15%. 

Typically for banks, BOLI is purchased as a single premium policy, with no load or 
surrender charges, from a highly rated and reputable insurance carrier.  The tax 
advantaged income of the policies is then used to offset the expense of benefit plans.  In 
fact, income from BOLI is required to be used to offset some existing benefit expense, 
whether it be a qualified or non-qualified expense. Historically, the benefit plan expenses 
offset by BOLI have been executive benefit plans.  This is still a common practice, but 
increasingly banks are using BOLI to offset the increasing costs of their bank-wide benefit 
plans, such as health insurance.  Currently almost 57% of banks nationwide use BOLI to 
offset some of their company’s benefit expenses. 

If you would like to learn how your bank can use BOLI to help with increasing health 
insurance expenses, please contact Rob Barton at Bank Compensation Consulting at 
rob.barton@bcc-usa.com or at 1-800-781-2099 or direct at 214-919-2927. 

 

                                                            
i Rising Health Care Costs are Unsustainable, Centers for Disease Control and Prevention, 
http://www.cdc.gov/workplacehealthpromotion/businesscase/reasons/rising.html 
 
ii Premiums Rise at Big Insurers, Fall at Small Rivals Under Health Law, The Wall Street Journal, Politics and Policy, June 
18,2014.  http://online.wsj.com/articles/premiums-rise-at-big-insurers-fall-at-small-rivals-under-health-law-1403135040 

Rob Barton has been advising community banks in the areas of nonqualified 
benefits and Bank-Owned Life Insurance (BOLI) for over a decade. He has worked 
with banks nationwide and has extensive experience in the design, administration 
and regulatory requirements of nonqualified retirement plans. 

Rob earned his B.S. from Brigham Young University, his J.D. from the University of 
Minnesota Law School, and his MBA from The Carlson School of Management at the 
University of Minnesota, where he emphasized in finance and strategic 
management. 
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