
C I B C WO O D G U N DY

CORPORATE ESTATE PRESERVATION
Increase the size of your estate by moving surplus corporate dollars into a life insurance policy.

An easy-to-manage exempt life insurance policy can provide guaranteed insurance costs with dividends, cash value, and 
choice of deposit periods. This policy also provides opportunities for tax-sheltered growth and tax-free disposition.
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Markets Inc. CIBC Private Wealth Management is a registered trademark of CIBC, used under license. “Wood Gundy” is a registered trademark of CIBC World 
Markets Inc. If you are currently a CIBC Wood Gundy client, please contact your Investment Advisor. Insurance services are available through CIBC Wood Gundy 
Financial Services Inc. In Quebec, insurance services are available through CIBC Wood Gundy Financial Services (Quebec) Inc. Clients are advised to seek advice 
regarding their particular circumstances from their personal tax and legal advisors. 

OVERVIEW
A corporate estate preservation strategy provides business owners with 
a cost-effective way of preserving capital and enhancing the value of their 
estates. By using some of your business’ existing passive corporate assets  
to fund a life insurance policy, you can take advantage of the tax-
advantaged growth within an exempt life insurance policy to minimize taxes.

HOW DOES IT WORK?
The corporation purchases an exempt life insurance policy. You are listed 
as the life insured and the corporation is named as the beneficiary. Cash 
value is created as the corporation deposits amounts into the policy in 
excess of what is required from the policy charges. Cash value accumulates 
on a tax-deferred basis that can increase the death benefit payable under 
the insurance policy. At death, the corporation receives the life insurance 
proceeds tax free, as well as credit to its capital dividend account for the 
amount of the life insurance proceeds less the insurance policy’s adjusted 
cost basis. Capital dividends may then be paid tax free to your estate (so 
long as there is no other negative balance in the capital dividend account).

BENEFITS
•	 Provides life insurance protection which 

increases the size of your estate today  
and into the future.

•	 Creates cash value that grows on a tax-
deferred basis and that may increase the 
insurance proceeds payable at death.

•	 By moving funds into a life insurance policy, 
from other taxable investments, the amount 
of tax payable by the corporation is reduced.

•	 Insurance proceeds received by the 
corporation generate a credit to the 
corporation’s Capital Dividend Account.

•	 The life insurance proceeds received may 
be paid tax free to your estate via a tax-free 
capital dividend and distributed to heirs or  
a favourite charity, as designated in the will.
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CONSIDER THIS STRATEGY IF YOU…
•	 Are 45 years of age or older
•	 Are in good health
•	 Are a major shareholder of a private corporation with surplus capital not required 

to operate the business
•	 Want to preserve capital for your heirs
•	 Want to enhance the value of your estate for heirs or a favourite charity
•	 Seek cost-effective strategies to distribute the corporation’s locked-in surplus  

to shareholders
•	 Have a holding company that is looking to grow corporate surplus in a tax-

advantaged environment
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“By taking advantage of corporate 
estate preservation, you can  
transition your assets from  
tax-exposed, to tax-sheltered,  
and ultimately tax-free assets.”


