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Our Mission

Vesting Schedule “To equip credit unions and nonprofits to 
make fully informed decisions when 

considering executive reward and retention 
programs”



OM Financial Group
Specialists inCredit Union & Non-profit  Executive Compensation

 Founded in 1999
 Originated Split Dollar Plans for credit unions

▫ OM received first industry approval from NCUA in 2005
▫ Provide guidance to NCUA on Split DollarPlans
▫ Over 500 credit union clients nationwide and successfully

completed over 1,000 NCUA Audits
 Clients range from $30M to $20B in assets
 Regional Benefit Consultants around the country
 Full administrative staff, including actuaries and attorneys



You don’t have to answer this out loud!

What would your reaction be if your CEO 
came in tomorrow and said, “I have some 

bad news, I received a great offer from 
another credit union that I just can’t pass 

up. I have accepted the position.”?

Has this ever happened to you?



Change is Coming
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 50% of credit union CEOs plan to transition from their role 
in the next six years

 Half of Baby Boomers will turn 65 in the next ten years
 68% of credit unions have succession plans in place

▫ Priority for the NCUA
 Consolidation/Mergers
 Regulatory pressure
 New competition

How will this impact your credit union?



“Talent underpins an organization’s 
ability to move forward, take advantage 
of opportunities, and mitigate risk.”

-Brian McHenry, c. myers



Exec Team Succession Planning
From c. myers Consulting Group

Create your strategic people direction.
Look at your credit union’s organizational chart. Does it still fit the credit union’s needs and direction? If not, determine
what your organization is trying to do and what needs to be done to get there. Build the structure without considering faces 
and names and instead build it for what the organization wants in the future, not what it has today.

Have clarity of purpose, roles, and responsibilities.
A clear purpose will help define roles and responsibilities and how to approach goals while the roles and responsibilities for 
each position will ensure the team works together, McHenry says.

Identify desired characteristics.
Think about the role-specific duties of each position, as well as the technical skills, leadership traits, and behaviors that 
must be present within the team. 

Invest in leadership development.
Now that you’ve identified the roles and responsibilities and what the leadership structure looks like, look at your people 
and figure out how to get there. Assess your people and know their capabilities then you can start closing the gaps and put 
development plans in place because you know what is needed.

Create more time.
Create a succession plan now. Integrate leadership development into what you’re already doing. Change measures of 
individual success from a focus on production to a focus on strategic thinking and development. Delegate responsibilities to 
create opportunities for growth and consider emerging talent when making these decisions.



How Can We Prepare and Be Proactive
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 Communication with the current CEO
▫ What is their timeline?
▫ Internal executives
▫ Run the fire drill*

 Look at your internal team
▫ Training/coaching
▫ Define the relationship

 Look at competition within the market
▫ Younger executives
▫ Possible merger opportunities
▫ Market Compensation Analysis

 Network!!!
 Interview recruiting firms
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Do you have a process for 
determining who is key?

RUN THE FIRE DRILL!



What Makes Someone a “Key” Executive?
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Key Executive:
 Impacts the financial success of the credit union
 Growth and learning oriented 
 Knowledge/Institutional memory
 Manages culture – “no drama” results in employee 

retention
 Attracts, mentors and develops the next generation 

of leaders



What Makes Someone a “Key” Executive?
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Key Executive:
 Skills – i.e. Unique skillset in business lending
 Relationships (community, members, etc.)
 Can navigate through challenges (grow consistently)

▫ Thriving through a downturn
 Positively impacting our community
 Stewardship of the members money – fiscal 

responsibility



The Potential Impact of 
Losing a “Key” or “Essential” Executive
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 Strategic
 Financial
 Morale
 Does it put your credit union at risk or set you back?
 Who might have to jump in to make up the shortfall?
 Did relationships walk out with the executive?
 What institutional knowledge or memory left with them?
 Reputation risk in the community



Who Are Your “Key” or “Essential” People?

Vesting Schedule Can you think of 1 or 2 (or more)
key people in your credit union 

that would be difficult to replace?



 Intentionally seek and develop people to meet the needs 
of the board and CEO now and in the future

 Insist on “ready now” or “drop in” candidates
 Integrate CEO coaching into position description
 Update CEO position description at strategic planning 

sessions
 Keep current (and realistic) on compensation and 

executive benefits
 Grocery store list – what do you really need?

Succession Tips from DDJ Myers



How to Recruit the Right CEO

Vesting Schedule 

 Track record of success 
 Fit/Culture (Board)
 Growth orientated
 You get what you pay for
 Always look at a pool of candidates even if there is a clear 

ideal internal candidate
 Create a reward/carrot when recruiting from outside
 Is your credit union the right challenge for this candidate?

▫ Growth potential/opportunity
▫ Is the Board willing to modify charter or look for new growth strategies



Managing Transition
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 There is no “joy in the void”
 Guidance and frequent communication

▫ Stay “in tune and in touch” for one year or until new CEO has 
earned the trust necessary to step back

 Mentorship 
▫ Don’t assume anything, each transition is different

 Window to frame or reframe relationships is 3-6 months
▫ Internal vs. external hires are different



What Can You Do To Keep Your Leadership?
How to Make Your Credit Union Their Career
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 Morale/culture
 Benefits
 Voluntary programs
 Bonus/LTIPs
 Supplemental Executive Retirement Plans (SERPs)/ 

Golden Handcuffs
 Career growth/progression
 Challenge in the role



What Can You Do To Keep Your Leadership?
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What Are Successful Employers Doing Right?
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Actions Employers Can Take to Build Employee Resilience
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A Working Blueprint for Approaching Benefits
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The Benefits Employees Want
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Board Impact on Culture
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Vesting Schedule When You Really Want to Ensure a 
Key Executive Stays With You!



Income Alternatives
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 Salary
▫ No wealth accumulation
▫ No “golden handcuffs”
▫ Paying more today than yesterday

 Pension – benefit pays tomorrow for work today
▫ Must include everyone
▫ Can be a very expensive solution



Executive Benefits

 Supplemental Executive Retirement Plan (SERP)
▫ 457(f)
▫ Split Dollar Plan

 Other Executive Benefits
▫ Executive Bonus Plan/Long Term Incentive Plan
▫ 457(b) – Similar to a second 401k
▫ Additional life insurance
▫ Individual disability income insurance
▫ Individual long term care insurance
▫ Golf membership
▫ Car allowance
▫ Any combination/all of the above



Designed for highly compensated executives whose existing coverage may
not meet their financial needs, due to monthly caps, potential exclusion of
incentive compensation and bonuses. This is a selective benefit.

Individual Disability Income Insurance

Benefits to the
Credit Union

 Significant Discount off standard unisex rates
 Protects Highly Compensated Employees whose benefits

are limited by a group LTD maximum
 Guaranteed Standard Issue (based on group size/participation)

Benefits to the 
Executive

 Protects the income not covered by group LTD (bonus 
and commissions

 Simplified Underwriting
 Portable benefit and does not lose the discounted rate



Long Term Care Insurance provides coverage for long term care expenses
as a result of needing assistance with the activities of daily living. Care can
be provided through multiple channels, such as home healthcare, assisted
living, adult daycare or nursing home.

 Three Primary Reasons to Buy LTCi
1. Asset Protection
2. Control/Choice on how care is provided
3. To preserve assets for your own needs

 Credit Union pays premiums for key employees on seletive basis
▫ Premiums Paid by CU are tax-free benefit

 LTCi benefits are tax-free
 Group and Spousal discounts of up to 35%
 Upon Retirement/Termination, employee responsible for ongoing 

premiums

Individual Long Term Care Insurance



Filling the Retirement Income Gap
Supplemental Executive Retirement Plan (SERP)

Staff Leadership (HCE)

Social 
Security

401k
w/ Match

60% - 85% Income 1, 2

Replacement Ratio Target

Social 
Security

SERP Restoration Plan

Limits on
funding 
Qualified Plans
for Highly 
Compensated 
Employees
(HCE)

401k
w/Match

“Typically people need between 65% and 75% 
of their pre-retirement income to maintain
their lifestyle once they stop working.”
The House and Living Standards in 
Retirement Alicia H. Munnell and Maurice
Soto Center for Retirement Research At
Boston College December 2005, No. 39

“Common financial planning advice suggests 
target replacement rates should be between 65%
to 90% of preretirement income. We find a 
median optimal target replacement rate of 0.75 
for married couples (and 0.55 for singles).”
What Replacement Rates Should Households Use? 
John Karl Scholz and Ananth Seshadri
Michigan Retirement Research Center University of
Michigan September 2009

*Based on the latest Social Security Trustees Report, 
the combined OASDI program will be insolvent by 
2034, at which point there will be only enough 
incoming revenue to pay out 78% of scheduled 
payments.
On the Solvency of Social Security, Brenton Smith 2021



Supplemental Executive Retirement Plan Options
457 (f) vs. Collateral Assignment Split Dollar (Split Dollar)

Note 2018 Tax Law: When total compensation exceeds $1 million
(i.e. salary + bonus + 457f payout), there is a 21% excise tax on the
amount in excess of $1 million, payable by the Credit Union.

Split Dollar457 (f) 

Taxable Lump Sum 
Payable to Executive

Investment Performance 
(Market Risk)

Optional Investment 
(701.19)

457(f) and 409A Rules
 Forfeiture Risk
 Other Restrictions

 No Cost Recovery
 Cost Recovery
 Cost + Cost of Funds Recovery

Secured Loan –
Performing Asset

Insurance Company 
Dividend (WL) and/or 
Collared Stock Market 
Index (IUL)

Annual Expensing
of Future Benefit

Cost + Cost of Funds Recovery 
Principal + Interest from 
Death Benefit

Annual Accrual of 
Interest Income

Executive Receives 
Non-Taxable 
Income at 
Retirement or 
Other Intervals

Remaining Death Benefit 
to Executive’s Family –
Income Tax Free



Benefit Amount Alternatives

 Replacement Ratio
▫ Percentage of final pay

 Fixed Dollar Amount
▫ Ie: $100k per year for 20 years

 Fixed Loan Amount
▫ Ie: $2M 



Collateral Assignment Split Dollar Plans
Funding

Credit Union provides 
mortgage loan

Customer uses loan 
to buy a house

Credit Union provides 
loan to Executive

Executive uses loan to 
purchase life 

insurance policy

Mortgage

Split Dollar

Policy is Collaterally Assigned (mortgaged) back to credit union

Annual Accrual of 
Interest Income



Collateral Assignment Split Dollar Plans
Distributions

Home Equity Line of Credit (HELOC)

Split Dollar

Equity in House Non-taxable Loan

Cash Value Life 
Insurance Policy

Equity in Policy Non-taxable Loan

Insurance Carrier Executive

Credit Union Member



Collateral Assignment Split Dollar Plans
Payback

Split Dollar
Insurance Policy

Credit Union

Beneficiaries

Remaining Balance of 
Death Benefit

Loan + Accrued Interest 
Fully Repaid

Death



Conclusion
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 Rewarding and retaining your leadership is a 
lot more complicated than the amount you pay

 Questions?



Tammy O’Hara, CCUE, AAI, CIE, CCD

tohara@om-financial.com
321.689.5822

Connect with me on LinkedIn!

Thank You!
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