
Advantages of Non-Registered 
Insurance based Investments

Legislation was changed a number of years ago regarding creditor 

protection and RRSPs. Essentially, mutual funds and bank GICs are now 

afforded the same creditor protection under the federal Bankruptcy 

and Insolvency Act as insurance based GICs and segregated funds for 

registered retirement savings plans (RRSPs) and registered retirement 

income funds (RRIFs). There is a 12 month clawback provision that allows 

a trustee in bankruptcy to recover any contributions made during the 12 

months preceding bankruptcy. 

It’s important to remember that if the plan holder does not declare  

personal bankruptcy, these registered plans will not be protected in  

the case of a general creditor claim or professional liability claims for 

negligence. Some provinces have their own legislation protecting RRSPs  

and RRIFs beyond bankruptcy.

Locked-in RRSPs and RRIFs are exempt from creditor claims both inside 

and outside of bankruptcy under pension legislation. 

RRSPs and RRIFs invested in insurance-based investments, like segregated 

funds, offer creditor protection beyond bankruptcy, protection that is 

provided for under the Insurance Act, not the Bankruptcy and Insolvency 

Act, during the lifetime and on the death of the plan holder. 

Finally, outside of Quebec, a TFSA planholder can name a beneficiary  

for a Tax Free Savings Account (TFSA) on insurance based investments.  

The exception is Quebec, where beneficiaries for registered plans can 

only be made in a will. 

There remain a significant number of advantages favouring non-

registered insurance based investments including creditor protection. 

These advantages can certainly address the emotional cost of dealing 

with investments. Then there is the time it takes for payouts. The 

proceeds of insurance-based investments on the death of the annuitant 

can be paid out in a matter of weeks, taking into account getting a proof 

of death certificate and sending it to the insurer. Compare this to years of 

waiting for other investments. The appointment of an estate administrator 

alone can take 6-8 months. What if the funds were needed to fund 

trusts? What do heirs do in the meantime, especially if funds are needed 

to provide support? Check out the table below for costs in passing on 

investments on the death of the plan holder.
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Advantages of Non-Registered Insurance based Investments

Factor Stocks, bonds, mutual 
funds, bank GICs

Segregated funds, insurance 
company GICs

Probate/estate administration 

tax and limits

Up to 1.5% (1) Nil with named beneficiary

Legal fees 3-6% Nil with named beneficiary

Accounting and valuation fees 2-5% or more Nil with named beneficiary (2)

Privacy Public record Private with named beneficiary

Potential creditor protection No Yes with named beneficiary

Death benefit guarantees No Yes

Maturity benefit guarantees No Yes

Fund value reset features for 

guarantees

No Yes

Deferred sales charges on death Yes in many cases No (3)

Total Potential Estate Costs Up to 12.5% or more Nil

(1)  Notarial wills do not need to be probated by the court in Quebec. There may be fees associated with holograph wills and wills made in the 
presence of witnesses. There is no limit on probate fees and estate administration taxes except for Quebec, Alberta and the Territories.

(2)  There may be accounting fees associated with tax returns
(3)  The Empire Life Insurance Company and Empire Life Investments Inc. do not charge any deferred sales charges for surrenders of policies 

triggered by the death of the policyholder.
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Empire Life Investments Inc. is the Manager of the Empire Life Emblem Portfolios and Empire Life Mutual Funds (the “Portfolios” or “Funds”). The units 
of the Portfolios and Funds are available only in those jurisdictions where they may be lawfully offered for sale and therein only by persons permitted 
to sell such units. Empire Life Investments Inc. is a wholly-owned subsidiary of The Empire Life Insurance Company. Segregated fund contracts are 
issued by The Empire Life Insurance Company. Empire Life Investments Inc. is the Portfolio Manager of the Empire Life segregated funds.

Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments. Please read the prospectus 
before investing. Mutual funds are not guaranteed, their values change frequently and past performance may not be repeated. 

A description of the key features of the individual variable insurance contract is contained in the Information Folder for the product being considered. 
Any amount that is allocated to a Segregated Fund is invested at the risk of the contract owner and may increase or decrease in value. Please read 
the information folder, contract and fund facts before investing. Performance histories are not indicative of future performance

Nothing contained herein shall constitute, or shall be deemed to constitute, investment advice or a recommendation to buy or sell a specific security, 
by the Portfolios, Funds or their manager, Empire Life Investments Inc. This material is presented for informational purposes only, and is not a legal, tax 
or investment opinion.  Interested persons should seek retained independent professional advice before acting or foregoing action in relation to any 
of the matters mentioned herein. 
® Registered trademark of The Empire Life Insurance Company. Empire Life Investments Inc. is a licensed user of these trademarks.
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