
Insured AnnuIty
For you and for them

Provide a guaranteed 
series of payments for 
your retired years, while 
ensuring tax-free capital 
for your heirs. 



An insured annuity is a strategy that provides an attractive alternative 

to today’s low, fixed-income investments. It provides a tax-efficient, 

lifetime income and preserves or increases the original capital for the 

estate. A specially designed, prescribed annuity provides the income 

and a life insurance policy preserves the capital, providing a tax-free 

payout when the individual dies, hence the term “insured annuity.”

How does it work?
Two approaches to the strategy are available. In a traditional insured 

annuity, capital is used to buy an annuity; part of the annuity income  

is used to pay for life insurance. Alternatively, the insurance can be  

pre-paid with some of the available capital, leaving the balance to  

fund a lifetime income.

An insured annuity is a strategy that provides an  

attractive alternative to low, fixed-income investments.

With conventional interest-bearing investments, all income is taxable. 

The prescribed annuity provides payments where part of the income  

is interest and part of it is a return of the capital invested. 

Only the interest portion is reportable for income tax purposes and  

it is the same amount each year. 

The strategy can be customized to address the particular needs  

of the investor.

What are the benefits?

The result is a larger, lifetime flow of income while  

preserving the original capital for estate transfer.

This strategy is virtually maintenance-free, making this very  

attractive to those unable or uninterested in actively managing their 

entire asset portfolio. 



The income stream is guaranteed for the life of the individual and  

can be continued at the same level for the life of the spouse. 

Income payments can be guaranteed for a minimum period no matter 

when death occurs.

The entire program may be creditor-protected; to preserve personal 

lifestyle needs from business problems or unforeseen personal ones.

The capital is preserved or increased for heirs and favourite causes.

With a named beneficiary, the capital passes directly to heirs 

or charities without probate or transfer costs. 

The strategy provides more income and generates less tax than  

conventional interest-income investments.

Income is automatically eligible for the pension tax credit for individuals 

age 65+, making this an attractive program for them.

Limitations
The guaranteed income flow cannot be changed or cancelled. This 

may be an advantage or disadvantage, depending upon market 

conditions and individual circumstances.

Who is it for?
This strategy is generally considered more appropriate for the mature 

market where people are concerned about fluctuating interest rates, 

ongoing management and investment decisions. These individuals 

wish to increase their guaranteed income without increasing their 

investment risk, while preserving their capital for their estate.



The Empire Life Insurance Company (Empire Life) offers competitive 

individual and group life and health insurance, investment and retirement 

products to help you build wealth and protect your financial security. 

Empire Life is among the top 10 life insurance companies in Canada1 and  

is rated A (Excellent) by A.M. Best Company2. Our vision is to be the leading, 

independently-owned, Canadian financial services company committed 

to simplicity, being easy to do business with and having a personal touch.

1 Source: Office of the Superintendent of Financial Institutions (OSFI), based on 
general and segregated fund assets.
2 As at June 22, 2011
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This document reflects the views of Empire Life as of the date issued. The information in this document is for general 
information purposes only and is not to be construed as providing legal, tax, financial or professional advice. The 
Empire Life Insurance Company assumes no responsibility for any reliance made on or misuse or omissions of the 
information contained in this document. Please seek professional advice before making any decision.

™ Trademark of The Empire Life Insurance Company. Policies are issued by The Empire Life Insurance Company.

Providing you with the estate planning and wealth strategies that matter 
most, the Sales, Tax, Estate Planning, Underwriting & Product (STEPUP) 
team is comprised of practicing professionals whose primary objective 
is to support you as you help your clients reach their financial goals.

stePUP


