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You already have your clients’ basic needs
covered: they have life insurance for
protection; a retirement plan to ensure a
comfortable lifestyle after work; an RESP to
get the kids through university; and an estate
plan to manage everything else. What’s
missing in this scenario? How about 
a plan that maximizes the cash value of your
clients’ life insurance policy?

You can help your clients enjoy tax-sheltered
growth, a substantial tax deduction and
favourable tax treatment by tapping into the
cash value of their life insurance. Simply use
a portion of the cash surrender value (CSV)
of their plan to obtain a loan. The loan is then
leveraged into solid investments to optimize
their financial plan. Here’s an example.

the process
The first step in the process is to have a life
insurance policy in place. Let’s assume your
client Charlie owns a permanent plan. Over
time, Charlie’s cash surrender value (CSV)
has grown to $600,000. Using this strategy,
Charlie can use up to 75% of the net CSV as
collateral for a loan. Charlie decides to assign
50% or $300,000 of his CSV to a lending
institution. No additional underwriting is
required - Charlie already owns the policy!

terms of leveraging
Using a 4:1 leverage ratio, Charlie takes out a
$1,200,000 loan. He’s only required to repay
the interest (usually at prime plus 1%) and he
can deduct 100% of his interest costs.

Going back to our original example, let’s say

Charlie is paying 6% interest. That means he

will pay $72,000 in interest per year. At a

marginal tax rate of 43.7%, his tax deduction

is $31,200. Thanks to this deduction,

Charlie’s yearly interest cost equals $40,800. 

How will Charlie invest these funds? Working

with numerous clients in this situation, we’ve

discovered that Manulife’s segregated fund

GIF encore fits this purpose perfectly.

about gif encore
GIF encore allows Charlie to take advantage 

of market opportunities and protect his

investment at the same time. Charlie can

choose either a 75% or 100% principal

guarantee. So even if the market drops, Charlie

can still bank on receiving his original amount

at maturity. And no margin calls! Because GIF

encore is an insurance product, Charlie also

receives potential creditor protection, the

option to name a beneficiary and an escalating

death benefit guarantee. 

If we assume Charlie’s GIF encore investment

returns 8% annually, his overall gain from

this strategy (after repayment and taxes) is

estimated to be $605,512 after 10 years. 

From the above example, it’s easy to see how

using the cash value in a life insurance plan can

boost your clients’ bottom line. If you would

like to find out more on this innovative way to

invest, please call your ZLC representative.
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Borrowing to invest is suitable only for investors with higher risk tolerance. Your clients should be fully aware of the
risks and benefits associated with investment loans since losses as well as gains may be magnified.



Did you know that three out of four
Canadian small business owners have not
taken adequate steps to protect their
personal assets from potential creditors?
Where do your clients fit into this statistic?

As a business owner yourself, you know
how easy it can be to become so focussed on
growing your business that you forget to
protect the very assets you’re working so
hard to build. But as a financial advisor, it’s
your duty to teach your business clients how
to manage this small, but fundamental
aspect of their business. 

Don’t let this one detail derail your 
clients’ financial future. Here are ten tips 
to help your clients protect their assets
from creditors.

1. get professional advice 
Seeking legal and tax advice may be 
one of the most important business
decisions your clients make, so don’t
overlook its value. Create a network 
of financial professionals to assist you 
with topics outside your area of expertise.
This way, you’ll be able to design a
seamless, comprehensive financial plan
for all of your clients’ needs.

2. start early 
Encourage your clients to implement a
creditor protection plan while their
company is financially healthy. If they wait
until disaster strikes, it will be too late.

3. prioritize debts 
Directors and officers can be held
personally liable for statutory debt (i.e.,
employee wages, source deductions, 
GST and PST) so ensure that your 
clients take care of these debts on time.

4. move personal assets 
Suggest that your clients place the family
home under their spouse’s name. Doing
so will keep this asset out of the reach of
potential creditors. 

5. incorporate 
Using the services of a lawyer, review 
the costs and benefits of incorporating
with your clients. Incorporation limits
the liability of all directors and officers 
of the company. 

6. use spousal rrsps
A spousal RRSP allows a couple to split
income and can protect a business owner
or self-employed professional from
potential creditors. It effectively transfers
wealth from the higher income earner to

the lower income earner, allowing your
business owner clients to redirect money
from themselves to their spouses and
away from potential creditors.

7. look to life insurance 
Ensure that your clients designate a
“family class” beneficiary on all their life
insurance contracts. Family class includes
a spouse, child, grandchild or parent of
the annuitant. This precaution can
prevent potential creditors from seizing
insurance proceeds. 

8. Look into investments
offered by life insurance
companies 

Segregated funds or even GICs sold by an
insurance company can provide your
clients with potential creditor-protection.
Again, your clients need to purchase these
investments before problems arise for
them to work effectively.

9. Establish a 
holding company 

Take your clients’ creditor protection plan
one step further by encouraging them to
transfer their corporate assets to a holding
company. Should problems arise, claims
against the main company will be limited.

10. Stay on top of 
insurance coverage 

Remind your clients to review their
insurance coverage periodically. A yearly
review will reduce their chances of being
exposed to additional liabilities they may
not have been aware of.

Protecting your clients’ assets can 
be a complex subject. But you don’t need 
to tackle it alone. We invite you to give us 
a call to work on your clients’ solutions
together. Please call your ZLC representative
to set up an appointment.

> Creditor protection
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Ten tips to share with your business clients

“…three out of four
Canadian small business
owners have not taken

adequate steps to protect
their personal assets from

potential creditors.”
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Protecting your clients and their families their whole lives

> Facts and
figures

• The Canadian Heart and Stroke
Foundation found that one in 
four people will contract heart 
disease during their lifetime.

• 25% of all Canadians currently suffer
from cardiovascular disease. 

• In 1997, Toronto’s leading cardiac
emergency hospital reported that 91% 
of heart attack patients survived. 
25% of the survivors live long enough 
to have another heart attack, which 
most don’t survive. 

• 85% of critical illness cases will either 
be a heart attack, stroke or cancer.

• 85% of kidney transplants are successful.

• Of the 50,000 Canadians who suffer a
stroke each year, 75% survive the initial
event and return to their homes, still
requiring assistance for daily living. 

• The Canadian Cancer Society lists
125,000 new cancer cases annually,
making 1 in 3 Canadians a potential
cancer survivor.

• Melanoma, one of the 10 most common
forms of cancer, has a 5-year survival rate
of 80%.

• 67% of cancer treatment expenses 
are NOT covered by provincial 
health care plans. 

To insulate your clients’ assets from the
financial challenge a life-threatening illness
poses, look to critical illness insurance.
These funds can provide income
replacement, supplement an existing group
insurance plan, and give your clients the
freedom and flexibility to select their
medical treatment. That kind of peace of
mind is priceless! 

Thanks to advanced medical procedures,
individuals are now able to survive 
serious health problems and diseases. 
For example, the immediate death 
rate from heart attack has decreased by
51% since 1968. And while 50,000
Canadians suffer a stroke each year, 75% 
of these individuals are expected to survive
the initial event. While such medical
developments are definitely good news, 
our healthcare system is far from perfect. 

Waiting lists, even for individuals with 
life-threatening conditions, are only getting
longer, forcing some Canadians to seek 
out-of-country medial attention – and that
costs money. Even if individuals are
fortunate enough to receive treatment in
Canada, they still have to find a way to
financially survive the illness afterward. 
We believe critical illness insurance is the
answer to both these concerns. 

the basics
Critical illness insurance is a living 
benefit paid to the policyowner if he or 
she develops any one of the covered
illnesses, diseases, or conditions. Some
policies cover up to 22 conditions,
including cancer, MS, stroke, Parkinson’s
disease, Alzheimer’s disease, heart attack,
blindness, and kidney failure. Coverage
options vary from plan to plan.  

Benefits are paid out in a lump sum, 30
days after diagnosis. And just like life
insurance, this payment is tax-free. Flexible
plan options exist to help you create a
customized plan for each of your clients.

individual coverage
Protecting your clients from the financial
challenges that may arise from a critical
illness is an important aspect of sound
planning. With a critical illness plan in
place, you can help your clients alleviate

these financial strains. The funds provided
from a plan can be used to pay medical
bills, moving costs (if necessary), the
mortgage, car loans or childcare. The
decision is in their hands.

And unlike disability insurance, prospects
are not required to have an income for a
critical illness plan. This feature makes
critical illness a great alternative for
individuals, such as homemakers, who may
need protection and are not eligible for
disability insurance.

business coverage
Critical illness has several business
applications as well. For example, it 
can be used for key person insurance. 
In this case, funding can be used to
cover the business income shortfall 
while that individual is replaced.

It can also be used to fund a buy-sell
agreement. Critical illness insurance 
can provide a source of funds to allow
existing partners or shareholders to buy 
out the ill party. 

Professionals and business owners benefit
from owning a critical illness plan. Funds
can be used to cover business overhead,
bring in additional help if needed, or help
manage business affairs in the meantime. 

As you can see, critical illness insurance 
can satisfy your clients’ personal and
business needs. While this coverage should
be part of every financial plan, often it’s 
the one piece of the puzzle that is ignored.
So don’t let your clients overlook the value
of this protection. 

If you would like more information on
critical illness insurance, give your ZLC
representative a call for a detailed package.
We would be happy to assist you.

> Critical illness insurance
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At Zlotnik, Lamb & Company, we
strive to provide the best independent
advice, products and services to our
professional clients. We’re confident
our advisors have the knowledge 
and experience you require to make
us an integral component of your
professional financial team. 

Allow us to introduce you to our team
of financial professionals. Whether 
it’s detailed financial planning or just
a second opinion you’re looking for,
you can be sure of our help.

> Zlotnik, Lamb
& Company
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