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Life Insurance as a tax-deferred transferable asset
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Benefits
•	 Cash value generally grows tax-sheltered within limits set under the Income Tax Act

•	 Transfer is tax-free and withdrawals taxed at owner’s income tax rate – presumably child’s  
rate is lower than parent’s

•	 Creditor protection possible under certain circumstances

•	 Contingent ownership transfer can bypass the estate

•	 Proceeds from policy claim bypass estate if a beneficiary has been named

•	 Builds estate foundations for future generations
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Why
Anytime after child has reached 18, ownership of the policy may be 

transferred to the child

•	 Provided no consideration received

•	 Transfer is tax-free

Child now has ownership of policy including cash value

Beneficiaries of policy can be changed by owner

Control of policy can be managed by naming parent/grandparent 

irrevocable beneficiary for small percentage of policy

How
Policy purchased on life of child

•	 Owner – parent or grandparent

•	 Life Insured – child

•	 Beneficiary – likely the owner

•	 Contingent owner should be named if life insured is a minor

•	 Guaranteed insurability option should be considered

Consider investing maximum amount allowable in the policy to optimize 

tax sheltered growth

The Power of Life Insurance
•	 The Income Tax Act allows the tax-free transfer of ownership 

from one generation to another

•	 Tax-sheltered growth on cash value 

•	 Withdrawals and loans can be structured to be taxed at lower 
personal income tax rates

•	 Creditor protection can be achieved in certain circumstances

•	 Life insurance proceeds can bypass the estate if a beneficiary  
has been named
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For more information reach out to Empire Life’s sales teams who can access 
the team and its resources for large and complex cases.

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.
® Registered trademark of The Empire Life Insurance Company. Policies are issued by The Empire Life Insurance Company.
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Tax Retirement & Estate Planning Team
Providing you with the insurance, wealth and planning strategies that matter most, the Tax, 

Retirement & Estate Planning team is comprised of practicing professionals whose primary 

objective is to support you as you help your clients reach their financial goals.

Insurance & Investments – Simple. Fast. Easy.®

empire.ca   investment@empire.ca   1 877 548-1881

The Empire Life Insurance Company

259 King Street East, Kingston, ON  K7L 3A8

The Empire Life Insurance Company (Empire Life) is a proud Canadian company that 

has been in business since 1923. We offer individual and group life and health insurance, 

investment and retirement products.

Our mission is to make it simple, fast and easy for Canadians to get the products and services 

they need to build wealth, generate income, and achieve financial security.

Follow us on social media @EmpireLife or visit empire.ca for more information, including 

current ratings and financial results.

https://www.empire.ca/
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