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How do I access the cash value in a

participating whole life policy?
)

SIMPLE SUMMARY

Corporate money in a participating whole life policy is not gone. Your corporation can

borrow against the policy, take cash dividends, surrender part of it, or cancel it. Each

option changes taxes and coverage differently, and a bank loan secured by the policy is

often the most tax-efficient route.

o Example: a $78,794 premium shows $72,192 illustrated cash value in year one ($69,678
guaranteed).

« Abank collateral loan is generally not taxable income and keeps the policy in place.
 Insurer policy loans and withdrawals can create a taxable policy gain.

o Money the corporation borrows is still corporate money.

Who this is for: Canadian incorporated business owners who own, or are considering, a
corporate participating whole life policy.

Bank loans, policy loans, withdrawals and premium financing,

explained with a real Manulife Par illustration.
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01 — SHORT ANSWER

The short answer.

“If I put corporate money into a whole life policy, is that money gone?”

This is a real concern we hear from business owners. They understand the
insurance benefit. What they want to know is whether they can still access capital

if they need it for something else.

Yes, a participating whole life policy can give your corporation access to money while you are alive. You
can borrow against the policy, take available cash through dividends or a partial surrender, or cancel the
policy for its surrender value. Each option works differently and has its own effect on taxes and

coverage.!"
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02 — THE ASSET

Think about what happens when you bay stocks.

When you buy stocks, you exchange cash for shares. The money has not simply disappeared. You now

own an asset with a value you can track, sell, or potentially borrow against.

That is the point we want people to understand about participating whole life. Your corporation can
own an insurance asset with cash value. You are buying insurance coverage, and the policy can also

hold value you can use during your lifetime.

There are differences. A policy has insurance costs and expenses, and its cash value may be less than
the premiums paid, especially early on. You cannot assume that every premium dollar is available to

take back out.

With term insurance, the premiums generally pay for coverage over a set period without building cash
value. Participating whole life can provide both permanent coverage and accessible cash value, along

with potential dividends. Those dividends are not guaranteed. 4%

03 — TRACKING

Can I check the value like I check my investment accounts?

The idea is familiar. You log in to RBC, TD, Scotiabank, or Wealthsimple to see what you own. With
insurance, you can review the policy’s cash value, coverage, and other details through the insurer and

your advisor.

Some policies can be viewed through a carrier portal. Online access depends on the insurer and the
ownership type, so a corporate policy with Manulife, Canada Life, or Equitable may have different
access than a personal policy. Manulife currently excludes corporately owned policies from its personal

insurance portal. Statements and your advisor can still help you track the values. '



04 — OPTIONS

What are the ways to access the money?

Bank loan secured A lender advances money using the You owe a loan and interest. The policy

by the policy policy as security. stays in place.

Loan from the The insurance company lends under the Interest applies. A taxable policy gain

insurer policy’s terms. may arise.

Partial surrender You give up eligible paid-up additions or Policy values and insurance are reduced.
part of the coverage for cash. Tax may apply.

Cash dividends You receive declared policy dividends Future policy growth may be lower.
rather than reinvesting them. Dividends can have tax consequences.

Full surrender You cancel the policy and receive its Coverage ends. A taxable policy gain may
available net surrender value. arise.

05 — BORROWING

Why would I borrow instead of taking money out?

For corporate tax planning, a bank loan secured by the policy is often one of the most tax-efficient

ways to access capital. The loan advance is generally not taxable income, and giving the bank security

over the policy does not itself trigger a taxable policy gain.'”

The bank lends you its money. You keep the policy in place rather than surrendering cash value to
obtain the advance. Your corporation can then use the borrowed funds for the business or other

investments.

You still owe the money. Interest, fees, repayment terms, and the amount the lender is willing to

advance all matter. The policy and the loan are two separate pieces of the plan.!”!



Cash value lending and premium financing.

There are different ways to structure that bank borrowing. Two you may hear about are cash value

lending and premium financing.

Cash value An approved percentage of the “Cash surrender value lending” does not mean

lending policy's cash surrender value. surrendering the policy. The cash value is used as
security.

Premium An approved amount linked to A qualifying arrangement may advance up to 100% of

financing the premiums you pay. premiums. Approval, additional collateral, and guarantees

depend on the lender and case.

An Immediate Financing Arrangement, or IFA, is one example. Your corporation pays the premium, and
an approved loan can replace some or all of that capital. It is a loan, rather than a premium refund.
Manulife Bank describes using premiums or cash surrender value as the lending basis, with additional

collateral where required.
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07 — YEAR ONE

What could I access in the first year?

Here is one example from a Manulife Par joint last-to-die illustration. This type of policy generally pays

its death benefit after the second insured person dies. !

Annual premium $78,794
Guaranteed cash value $69,678
lllustrated total cash value at the current dividend scale $72,192
Guaranteed death benefit $3,000,000

This is the part that often changes how a business owner sees the policy. The premium is $78,794, and

the illustration already shows meaningful cash value in year one.

If a lender approves borrowing against 100% of the eligible cash value shown, the advance could be

approximately $72,192 before fees, interest reserves, or other adjustments.

If the borrower and policy qualify for financing equal to 100% of the annual premium, the gross advance

could instead be $78,794. The lender may require additional collateral or guarantees, and it must

accept this premium amount and case. ®/°!

Those are two alternative structures. They are not two separate amounts you can add together. The
borrowing also creates debt, which needs to be included when looking at the corporation’s overall

position.

Example only: these are not your numbers. The $72,192 includes non-guaranteed illustrated values;
the guaranteed year-one cash value shown is $69,678. These are policy-year-one figures, and the
insurer and lender must confirm when funds can actually be accessed. A custom illustration and a

separate lending review are needed for your situation.




Manulife Par example policy values, illustration dated October 28, 2026. The right-hand columns use the current
dividend scale and are non-guaranteed. This is a policy illustration, not a loan approval.

Looking further out, the same illustration shows premiums stopping after year 13 on the current
dividend scale while the cash value keeps growing. The guaranteed columns assume premiums

continue.



$2.5M Illustrated premiums stop (yr 13) -

$2.0M

$1.5M

$1.0M

$0.5M

$0.0M
Yr 1 Yr 5 Yr 10 Yr 13 Yr 15 Yr 20 Yr 25 Yr 30

lllustrated cash value (current dividend scale)
Premiums paid, illustrated (stop after yr 13)
Guaranteed cash value

Premiums paid, guaranteed (never stop)

Dashed lines are cumulative premiums. Solid lines are cash value. The gap between the black line and the red dashed line is
cash value above what you paid, on the current dividend scale.



08 — WITHOUT DEBT

Do I have to borrow against the policy?

No. You can own participating whole life insurance without using any leverage. Borrowing is one option.

If you prefer to avoid debt, ask what cash you can access directly and what that would do to the policy.

Take dividends in cash

If the contract allows it, you may choose to receive declared dividends in cash. That means those
dividends are not being used to buy more insurance or support another dividend option. It can reduce
future illustrated values, and tax may apply. A policy dividend is separate from a dividend your

corporation pays to you. */!'°!

Take cash by surrendering part of the policy

You may be able to surrender eligible paid-up additions or reduce coverage to release cash. Paid-up
additions are extra insurance often purchased with dividends. Giving them up reduces cash value and
the death benefit; the loss of coverage can be greater than the cash received. A taxable policy gain

may also arise.®!

This is a permanent change, rather than a loan you can simply repay to restore the same benefits. Get

an updated illustration showing what remains after the transaction.

Cancel the policy

A full surrender ends the coverage and pays the available net surrender proceeds after amounts owed

and any applicable deductions. Tax may apply. Before cancelling, ask the insurer for the net payment

and taxable gain, so you know what the corporation would actually receive.*°!



09 — POLICY LOANS

Is a loan from the insurer the same as a bank loan?

No. An insurer policy loan is made under the insurance contract. A bank collateral loan is a separate

lending agreement.

In Canada, a cash policy loan can create a taxable policy gain if its tax proceeds exceed the policy’s
remaining adjusted cost basis, or ACB. That is different from simply borrowing from a bank against the

policy. !

Insurer policy loans also charge interest. Unpaid debt affects the benefits available, and too much debt
can cause the policy to end. Any required corporate signatures, lender consent, or beneficiary consent

must be obtained. "

10 — PERSONAL USE

If my corporation borrows, can I spend that money personally?

That is a separate question. If the corporation owns the policy and borrows the money, the proceeds
belong to the corporation. Paying them to you as salary, dividends, or a shareholder loan has its own tax

treatment. A loan that is not taxable income to the company does not automatically become tax-free

personal spending money.

Borrowing personally against a corporate policy also needs careful planning, because corporate

security for a shareholder’s personal loan can create shareholder-benefit issues.'”


https://www.goald.ca/guides/shareholder-loan-canada.html

11 — BEFORE YOU CHOOSE

What should I check before choosing an option?

Start with how much cash you need, what it will be used for, and how long you need it. Then compare

the after-cost result of borrowing with the result of taking cash directly.

For borrowing, check interest, fees, repayment terms, and what happens if rates rise or the policy
performs below the current dividend illustration. Confirm whether the lender can demand repayment

and what you would do if more collateral or cash payments were required. ?°!

Interest deductibility depends on how the borrowed money is used and the other tax requirements.

The policy being used as collateral does not make the interest automatically deductible. ™

For a withdrawal, do not assume you can take all your premiums back tax-free. ACB is a changing tax

calculation, not simply premiums paid. Partial surrenders generally use an allocated portion of ACB, and

a taxable policy gain is income rather than a capital gain.©/'°!



12 — FAQ

Questions business owners ask us.

Can I access money in the first year?

It may be possible with a suitable policy and lending arrangement. Check the actual policy values, the
date you need the funds, and the lender’s approval. The illustration alone does not promise immediate

access.

Does a bank loan stop the policy from growing?

A collateral loan does not itself withdraw cash value. The policy stays in place under its own terms.
Dividends remain non-guaranteed, required premiums must still be funded, and borrowing costs affect

your net result.

Why pay interest to access my own money?

Because you are borrowing the lender’s money while keeping the policy. Taking cash directly avoids loan
interest but can reduce the policy and create tax. The right comparison is what each choice leaves you
with after costs.

What happens to the loan when I die?

If debt remains when the death benefit is payable, the lender’s claim is settled under the lending and
assignment terms, reducing the insurance cash left for other purposes. With joint last-to-die coverage,

that benefit generally pays after the second death.

13 — SEE MY NUMBERS

What would this look like for my corporation?

That is the comparison worth making. We can show you the premium, the guaranteed and non-
guaranteed values, the insurance benefit, and the access options for your own situation. Then we can

review the structure with your accountant.



RELATED GUIDES

Continue with the related references.

CONTINUE READING

Immediate Financing Arrangement

How a corporation pays the premium and
borrows back against the policy from a third-
party lender.

CONTINUE READING

The Participating Account

Where policy dividends come from and why
they are not guaranteed.

CONTINUE READING

How to Read a Whole Life Illustration

Guaranteed vs non-guaranteed columns,
premium offset timing and what the numbers
mean.

CONTINUE READING

Shareholder Loans

The tax rules for moving corporate money to
you personally.
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14 — SOURCES

Sources and disclosure.

Primary sources
1. Canada Life — Participating life insurance 101
2. Canada Life — Accessing cash value from a corporate-owned life insurance policy using collateral loans
3. Manulife — Sample insurance contracts, including joint last-to-die and term coverage
4. Equitable — Your guide to Equimax
5. Manulife — Individual insurance FAQs
6. Canada Life — Cash withdrawals from corporate-owned life insurance
7. Equitable — Life policy collateral loans
8. Manulife Bank — Specialized lending
9. Equitable Bank — Immediate Financing Arrangement guide for advisors
10. Income Tax Act — Section 148
11. Manulife — Application for policy loan or withdrawal, NNO522E, February 2025
12. Canada Revenue Agency — Shareholder benefits

13. Canada Revenue Agency — Income Tax Folio S3-F6-C], Interest Deductibility

About the example
The Manulife Par example is a joint last-to-die illustration supplied by GOALD, dated October 28, 2026.

Values in the non-guaranteed columns use the current dividend scale. Goald & Co Financial Inc. is an

independent insurance brokerage and is not Manulife.

Disclaimer.


https://www.canadalife.com/insurance/life-insurance/permanent-life-insurance/participating-whole-life-insurance/participating-life-insurance-101.html
https://www.acp.canadalife.com/content/dam/advisors/documents/strategies/tepg/en_ca/articles/cash-value/Corporate%20collateral%20loan%20CL%20En.pdf
https://www.manulife.com/ca/en/personal/support/insurance/sample-insurance-contracts
https://advisor.equitable.ca/advisor/getattachment/ab41e095-90c9-4dc4-adce-d37720b25b41/1129.pdf
https://www.manulife.com/ca/en/personal/support/insurance/individual-insurance/faqs
https://www.acp.canadalife.com/content/dam/advisors/documents/strategies/tepg/en_ca/articles/cash-value/Corporate%20cash%20withdrawals%20CL%20En.pdf
https://advisor.equitable.ca/advisor/en/Individual-Insurance/Life-Policy-Collateral-Loans
https://www.manulifebank.ca/business-banking/loans/specialized-lending.html
https://www.equitablebank.ca/docs/default-source/csv/equitable-bank-ifa-sales-sheet-advisor.pdf?sfvrsn=4486f226_32
https://laws-lois.justice.gc.ca/eng/acts/I-3.3/section-148.html
https://www.manulife.ca/content/dam/manulife-advisor-portal/documents/en/forms/insurance/policy-service/manulife-insurance-application-for-policy-loan-or-withdrawal-nn0522e.pdf
https://www.canada.ca/en/revenue-agency/services/tax/businesses/topics/payroll/calculating-deductions/determining-tax-treatment/shareholder.html
https://www.canada.ca/en/revenue-agency/services/tax/technical-information/income-tax/income-tax-folios-index/series-3-property-investments-savings-plans/series-3-property-investments-savings-plan-folio-6-interest/income-tax-folio-s3-f6-c1-interest-deductibility.html

FOOTNOTE

This publication is protected by copyright. Goald & Co Financial Inc. is not Manulife. This is

educational information, not tax, legal or lending advice. Questions: info@goald.ca.
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