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The policy is a stop along the way for your capital, not the end of the

road — shown with actual sanitized Manulife Immediate Finance

Arrangement illustrations.

$314,093
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T L ; D R  —  K E Y  T A K E A W A Y S

T H E  S H O R T  A N S W E R

An Immediate Financing Arrangement lets a Canadian corporation move surplus

into a permanent policy it owns, then borrow back against that policy from a third-

party lender so the capital can keep working in the business or in other income-

producing assets. The policy is a stop along the way for your capital, not the end

of the road.

The loan is made outside the policy. A collateral loan does not withdraw the policy’s
cash value.

Two lending models: cash-value lending avoids extra collateral; full-premium lending
advances the whole deposit but needs additional collateral in the early years.

Qualifying corporate loan interest and a limited collateral insurance amount may be
deductible where the requirements are met.

At death the loan is repaid and the corporation may still receive a large Capital
Dividend Account credit.

Every figure here is illustrated under the carrier’s assumptions, not guaranteed.

Who this is for: Profitable incorporated Canadian business owners with durable
corporate surplus, a real permanent insurance need, and somewhere productive to
redeploy capital.
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T H E  S T R A T E G Y

What is an Immediate Financing Arrangement in Canada?

An Immediate Financing Arrangement lets a profitable Canadian

corporation own a permanent life insurance policy and keep using the capital it

deposited into it.

The corporation deposits surplus into an exempt permanent policy that it owns. The

policy builds cash value. The corporation then collaterally assigns that policy to a third-

party lender and borrows against it, and redeploys the borrowed money into the

operating business, real estate, a portfolio, or another eligible income-producing use.

What that gives a business owner is a genuinely different position from leaving all of the

surplus in a taxable corporate investment account:

Surplus is reallocated into a policy asset the corporation owns, instead of sitting entirely

exposed in annually taxable investments.

Access to capital is retained through third-party borrowing against policy cash value.

The borrowed capital can be redeployed into the business, income-producing investments,

stocks or real estate.

Qualifying corporate loan interest and a limited collateral insurance amount may be

deductible where the requirements are met.

Interest can be capitalized where the lender permits, rather than necessarily being serviced

in cash.

A growing death benefit builds behind it , along with a potentially large Capital Dividend

Account credit.

Liquidity is created for the estate, reducing the need to liquidate assets to fund tax at

death.

The fastest way to understand an IFA is to see it drawn on your corporation’s own

numbers.



T H E  C O R E  I D E A

The policy is a stop along the way for your capital, not the
end of the road.

“The policy is a stop along the way for your capital, not the end of the

road.”

This is the part most owners have never had explained properly. The corporation is not

spending the money. It is reallocating surplus into an asset it owns. That asset builds

cash value and a death benefit under the policy contract and actual dividend

experience.

The IFA loan is a separate transaction that sits outside the policy. A third-party lender

advances funds and takes a collateral assignment over the policy as security. Because it

is a collateral loan and not a policy withdrawal, the policy’s values are not drawn down to

fund it.

You are not withdrawing the policy’s principal. The loan is made outside

the policy, using the policy as collateral.

That distinction matters. A policy loan, a withdrawal or a partial surrender each draws on

policy values and each has its own cost, coverage and tax treatment. A collateral bank

loan does not. The policy continues to develop according to its terms while the

borrowed capital goes back to work elsewhere.



M E C H A N I C S

How does an IFA work for a corporation?

The carrier’s own diagram describes the arrangement in four moving parts: the policy,

the bank, the collateral assignment, and the business or investment where the borrowed

funds go.
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Exhibit 1 — the carrier’s own description of the arrangement. The corporation deposits into an

exempt policy, assigns the policy to the bank as collateral for a line of credit, and uses the borrowed

funds to invest in a business or other property to produce income. At death the insurance proceeds

repay the outstanding line of credit and the excess is paid to the corporation as beneficiary. Client

identifying details are redacted.

S T E P  0 1  —  F U N D

The corporation deposits the annual premium into a properly designed exempt

permanent policy that it owns. In the illustration on this page, that deposit is $314,093

a year in years 1 through 20, then $0. How the funding columns work is covered in How

to Read a Participating Whole Life Illustration.

S T E P  0 2  —  A S S I G N  A N D  B O R R O W

The policy is collaterally assigned to a third-party lender. Once the carrier posts the

values and the lender’s requirements are satisfied, the lender advances funds against

the policy. Depending on how much is borrowed relative to cash value, the lender may

also require additional security.

S T E P  0 3  —  R E D E P L O Y

The corporation puts the advance to work — back into the operating business, into real

estate, into a portfolio, or into another eligible income-producing use. The use of the

borrowed money is what drives whether the interest is deductible, so it has to be

traceable.

https://www.goald.ca/guides/how-to-read-whole-life-insurance-illustration-canada.html
https://www.goald.ca/guides/how-to-read-whole-life-insurance-illustration-canada.html


S T E P  0 4  —  S E R V I C E  O R  C A P I T A L I Z E  I N T E R E S T

Interest is either paid in cash or, where the lender permits, added to the loan. Both

illustrations on this page model end-of-year advances that cover the interest after

projected tax savings, so the loan balance grows over time rather than consuming

current cash flow.

S T E P  0 5  —  S E T T L E  A T  D E A T H

The death benefit is paid, the outstanding loan and capitalized interest are repaid under

the collateral assignment, and the remaining proceeds stay with the corporate

beneficiary — with a Capital Dividend Account credit that is generally measured against

the full death benefit received, not the net amount left after repaying debt.

T H E  L O O P

Can you reuse the same $300,000 each year in an IFA?

This is the question every owner asks once the concept lands, and the honest

answer is: largely yes, within the lender’s terms — and the lending model you

choose decides how completely.

Use a rounded $300,000 as the working example. The cycle looks like this:

01
The corporation deposits the annual premium

Roughly $300,000 of corporate surplus goes into the policy the

corporation owns.



Be precise about what is and is not being promised here. The exact amount returned,

the timing — including whether it is a matter of days or weeks — the advance rate and

the collateral requirements are all lender- and policy-specific. Nobody should tell you

that 100% of every premium comes back within five days under a cash-value-only

lending structure.

What the two attached illustrations show is the honest version. Full-premium lending is

the model that most closely illustrates a complete annual loop, because it advances

the entire deposit each year. Cash-value lending returns slightly less at first —

$273,782 against a $314,093 deposit in year one — in exchange for not pledging anything

beyond the policy itself.

02
The carrier posts the values and the lender reviews them

Once the lender’s requirements are satisfied, it advances against the

updated policy value under the collateral assignment.

03
The corporation redeploys the borrowed capital

Into the operating business or another eligible income-producing use.

04
At the next policy anniversary, the cycle repeats

The corporation uses returned and recycled capital plus current cash flow

to fund the next premium, and then draws again.

05
Interest is paid or capitalized

Depending on the lender’s terms and the way the arrangement is

designed.



You are not withdrawing the policy’s principal. The loan is made outside

the policy, using the policy as collateral.

Every loop is lender- and policy-specific. We’ll model what your corporation could

realistically recycle each year.

T H E  C O M P A R I S O N

Cash-value lending vs. full-premium lending.

Both structures below are third-party corporate bank loans, secured by a collateral

assignment over the policy. Neither is an insurer policy loan. The difference is simply

how much the lender advances relative to the policy’s cash surrender value — and what

security it needs to do so.

Cash-value lending model

The loan balance is kept at or below the illustrated cash surrender value, so the carrier

model shows no additional collateral. In year 1 the corporation deposits $314,093, the

lender advances $273,782, the ending loan balance is $287,471, and the net cash flow to

the corporation is ($40,311).

Early annual net cash outflows are ($40,311), ($16,257), ($54,137), ($20,179), ($52,221) and

($30,257) in years 1 through 6. Illustrated net cash flow turns positive in year 7. This is the

approach Goald typically prefers when the priority is avoiding additional pledged

collateral.
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Exhibit 2 — cash-value lending. Year 1: $314,093 deposit, $273,782 annual loan advance, $287,471

outstanding loan balance, ($40,311) net cash flow. The loan-to-CSV column stays at 100.00%

through the funding period, which is why no additional collateral is shown.



Full-premium lending model

Here the illustration advances the full $314,093 annual deposit each year and models $0

net cash flow, because the interest net of projected tax savings is added through end-

of-year advances. Because the loan initially exceeds cash surrender value, the

illustration shows additional collateral required in years 1 through 14, peaking at

approximately $264,670 in year 6 under the 5% case. Additional collateral falls to $0 in

year 15.
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Exhibit 3 — full-premium lending. The annual loan advance column matches the $314,093 deposit

every year, net cash flow is $0, and the Additional Collateral Required column runs from $47,030 in

year 1 to a peak of $264,670 in year 6 before falling to $0 in year 15.



C A S H - VA L U E  L E N D I N G F U L L- P R E M I U M  L E N D I N G

Borrowing

basis

Loan balance kept at or below the

illustrated cash surrender value

Full annual deposit advanced

regardless of the current cash

surrender value

Year-one

access

$273,782 advanced against a

$314,093 deposit

$314,093 advanced against a $314,093

deposit

Early net

cash flow

($40,311), ($16,257), ($54,137),

($20,179), ($52,221), ($30,257) in

years 1–6; illustrated to turn positive

in year 7

$0 modelled every year, because

interest net of projected tax savings is

added through end-of-year advances

Additional

collateral

None shown in this carrier illustration Required in years 1–14, peaking at

approximately $264,670 in year 6; falls

to $0 in year 15

Capitalized

interest

Modelled through end-of-year

advances; loan balance grows over

time

Modelled through end-of-year

advances; loan balance grows faster

because more is borrowed

Main

advantage

Nothing beyond the policy is pledged Closest illustration of a complete

annual loop of the capital

Main trade-

off

Slightly less capital returned in the

early years

Additional collateral must be available

and acceptable to the lender

Both models are third-party corporate bank loans secured by a collateral assignment — not insurer policy loans.

Figures are from the two Manulife illustrations dated August 5, 2026 at a 5% loan rate. Advance rates, collateral

requirements and pricing are set by the lender.

Which lending model fits depends on your balance sheet, your lender and what

collateral you are willing to pledge. That is a conversation, not a calculator.

W H E R E  W E  S T A R T



Start with the exposed tax, not the premium.

An IFA sized by picking a round premium number is a product sale. An IFA

sized against a measured tax and liquidity exposure is planning.

The sequence we work through:

01
Estimate the current tax exposure first

Not an arbitrary premium — the actual number the family is exposed to

today.

02
Map the structure

Corporate structure, retained earnings, passive assets, real estate,

business value, and exactly how each asset is held.

03
Estimate the future tax and liquidity requirement on the

second death

Including deemed disposition, and the possibility of more than one layer

of tax when corporate assets later leave the company.

04
Match the insurance and lending structure to that exposure

And to durable annual corporate surplus — not to what the owner could

theoretically afford in a single good year.

05
Review annually

Asset values, business value and tax exposure all move, and the

arrangement should move with them.



Without coordinated post-mortem planning, private-company shares and corporate

assets can be exposed to double or even triple taxation in some fact patterns. The exact

result depends on the assets, the ownership and the strategies used — there is no

single percentage that applies to everyone. The technical routes for reducing it are

covered in our post-mortem planning guide for advisors.

The first useful deliverable is a measured estimate of your exposure — before

anyone talks about a premium.

S T R U C T U R E

Should an IFA policy be owned by Holdco or Opco?

A policy can be owned by an operating company or by an investment holding company.

Both are used. Goald often prefers Holdco ownership where the facts support it, for

reasons that are practical rather than theoretical:

It can avoid having to transfer the policy out of Opco if Opco is later sold.

It may separate the policy from operating creditors.

It may help avoid growing cash value inside the operating company affecting QSBC

purification and sale planning.

Two cautions that matter more than the general rule. First, a later policy transfer can

create tax consequences and should never be assumed to roll over tax-free. Second,

Holdco is not automatically right for every case — where the operating company is the

borrower, or where intercorporate cash flow is awkward, Opco ownership may be the

cleaner answer.

Ownership, beneficiary designation, who the borrower is, the collateral assignment and

the intercorporate flows all have to be coordinated with your accountant and your

lawyer, and decided together rather than one at a time. If you already own a policy, do not

move it on the strength of a web page — get advice on the transfer first.

https://www.goald.ca/guides/pro/post-mortem-planning.html


The broader case for corporate ownership is covered in the Corporate-Owned Life

Insurance guide.

T A X

Is interest on an Immediate Financing Arrangement tax-
deductible in Canada?

Where the requirements are met, yes — and it materially lowers the after-tax

cost of the borrowing. But it is a conditional benefit, not an automatic one.

Where borrowed money is directly and traceably used to earn income from a business

or property, corporate loan interest may be deductible under the applicable rules.

The carrier model also assumes a limited collateral insurance deduction is available.

Together these reduce corporate taxable income and lower the after-tax cost of

borrowing.

It does not automatically “offset salary”, and it does not become deductible merely

because a corporation is the borrower.

Your accountant must confirm the use, the tracing, the income purpose, the amount and

the documentation.

https://www.goald.ca/guides/corporate-owned-life-insurance.html
https://www.goald.ca/guides/corporate-owned-life-insurance.html
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Exhibit 4 — the carrier’s tax summary. At year 10 the model shows $169,961 of annual loan interest,

$86,119 of modelled tax savings from interest, and $3,463 of modelled tax savings from the collateral

insurance deduction, under the illustration’s 50.67% corporate tax rate and its assumption of full

deductibility.



P O L I C Y  Y E A R A N N U A L  LO A N  I N T E R E S T TA X  S AV I N G S  ( I N T E R E S T ) TA X  S AV I N G S  (C O L L AT E R A L  I N S U

Year 1 $13,689 $6,936 $74

Year 5 $74,440 $37,719 $828

Year 10 $169,961 $86,119 $3,463

Year 20 $445,659 $225,816 $23,503

Year 40

(age 83)

$689,902 $349,573 $42,352

Source: Manulife IFA Tax Summary, cash-value lending illustration, 50.67% corporate tax rate. The carrier models

the deductions being claimed in the year and the resulting savings being realized in the following year, which is

why year 1 shows $0 of total tax savings realized. These are modelled amounts under an assumption of full

deductibility — they are not guaranteed and depend on the corporation actually having sufficient income and

meeting every requirement.

Read the carrier’s timing columns simply. The Income Required to Use Deductions

column is the corporate income the company needs in order to actually absorb the

deductions — if it does not have that income, the modelled savings do not appear. The

Total Tax Savings column reflects savings realized in the following year, which is why year

1 shows $0. None of these savings are guaranteed.

C A S H  F L O W

Can IFA interest be capitalized?

Depending on the lender’s terms, interest can be serviced in cash or added to the loan.

The attached illustrations model end-of-year advances that offset the interest after

projected tax savings — so the corporation is not writing an interest cheque out of

operating cash flow, and the loan balance grows instead.



That is a real benefit for an owner who wants capital deployed rather than tied up in debt

service. It also has two consequences worth stating plainly: the amount repaid at death

is larger, and the growing balance has to be monitored against the lender’s maximum

loan-to-cash-value ratio. In the cash-value illustration that ratio sits at 100.00% through

the funding years and then declines steadily as cash value outpaces the loan — 70.49%

by year 40.
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Exhibit 5 — the client cash-flow summary. In year 1: a ($314,093) deposit, a $273,782 beginning-of-

year loan advance, ($13,689) of interest paid, $0 of tax savings realized, and a $13,689 end-of-year

loan advance covering the interest — producing the ($40,311) net cash flow shown in Exhibit 2.



T H E  N U M B E R S

What the illustration actually produces.

The case behind every figure on this page is a hypothetical male, age 43, non-smoker,

with an $8,000,000 initial death benefit, a $314,093 deposit in years 1 through 20 and $0

thereafter, a Manulife dividend scale of current less 1%, a 5% bank loan assumption, a

50.67% corporate tax-rate assumption, and 100% CSV margining in the carrier model. All

values are illustrated and not guaranteed.

$314,093

Annual deposit , years 1–20

FUNDING

$8,000,000

Initial death benefit

PROTECTION

$26,507,857

Illustrated death benefit at

year 40

AGE 83

$12,403,876
Illustrated net to

corporation at death, year

40

AFTER LOAN REPAYMENT



P O L I C Y  Y E A R C A S H  VA L U E D E AT H  B E N E F I T C D A  C R E D I T LO A N  B A L A N C E N E T  T O  C O

Year 1 (age

44)

$287,470 $8,614,275 $8,304,576 $287,471 $8,326,80

Year 10 (age

53)

$3,490,891 $14,653,866 $11,659,286 $3,490,894 $11,162,971

Year 20 (age

63)

$9,129,980 $21,875,830 $16,423,874 $9,129,990 $12,745,84

Year 40 (age

83, life

expectancy)

$20,009,109 $26,507,857 $26,507,857 $14,103,981 $12,403,87

Source: Manulife Immediate Finance Arrangement illustration, cash-value lending model, dividend scale current

less 1%, 5% bank loan rate, 50.67% corporate tax rate. Illustrated values, not guaranteed. The illustration shows an

after-tax internal rate of return on the net benefit to the corporation of 15.72% assuming death at year 40.
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Exhibit 6 — internal rate of return on the net benefit to the corporation. The illustrated after-tax IRR

is 15.72% assuming death at year 40.



One caution about the early years in that exhibit. The very high early IRRs — the four-

figure and five-figure percentages in years 1 and 2 — are a mathematical artifact of

dividing a very large immediate death benefit by a very small early net cash outlay. They

are not a return anyone should plan around. The number worth looking at is the life-

expectancy result: an illustrated 15.72% after-tax internal rate of return on the net

benefit to the corporation at year 40.

These are one hypothetical case’s numbers. Yours will differ on age, health, province,

funding level and lending terms.

S T R E S S  T E S T

What are the real risks, and how do we stress-test them?

An IFA is a long-term arrangement with a lender in it, so the design should be built to

survive conditions that are worse than the base case. The carrier runs the loan rate up

by one and two points against the same cash surrender values:

B A N K  LO A N  R AT E N E T  T O  C O R P O R AT I O N  AT  D E AT H ,  Y E A R  4 0  /  A G E  8 3

5.00% (base case) $12,403,876

6.00% $10,899,188

7.00% $9,226,091

Source: Manulife Loan Rate Sensitivity Analysis, cash-value lending illustration. The carrier holds the same cash

surrender value under each scenario and varies the loan rate.
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Exhibit 7 — loan rate sensitivity. Against the same illustrated cash surrender values, the net benefit

to the corporation at year 40 falls from $12,403,876 at 5% to $10,899,188 at 6% and $9,226,091 at

7%.



Read that as a reason to stress-test, not as a reason to walk away. The strategy still

produces a substantial illustrated net benefit at 7%. What higher rates actually do is

reduce advances or net estate value and change collateral requirements — which is a

design input, not a surprise.

The other risks we model before recommending anything:

W H A T  W E  T E S T

Loan rates one and two points above

the base case

A weaker dividend scale than

illustrated

A weak business year in which the

corporation cannot fund the full

deposit

Additional collateral requirements

under a full-premium structure

Whether the corporation has enough

taxable income to actually use the

deductions

What happens if the lender changes

terms or the arrangement is unwound

early

W H A T  I S  N O T  G U A R A N T E E D

The dividend scale, and therefore

illustrated cash value and death

benefit above the guaranteed

columns

Lending availability, advance rates,

pricing and collateral requirements

Deductibility of interest or the

collateral insurance amount

The corporation’s ability to fund

deposits in every year

Tax rules and rates over a forty-year

horizon

A T  D E A T H

What happens to an IFA loan at death, and how does it
create CDA room?

This is the part that produces the largest single benefit, and it is worth walking through

slowly with round numbers.



Assume a $10 million death benefit and $5 million of outstanding corporate loan and

capitalized interest. Assume, purely for this simplified example, that the policy’s adjusted

cost basis is nil.

S T E P  0 1

The insurer pays the $10 million death benefit. Under the insurer and lender

arrangements, $5 million repays the outstanding corporate debt.

S T E P  0 2

$5 million of death-benefit cash remains in the corporation.

S T E P  0 3

The Capital Dividend Account credit may still be approximately $10 million. Repaying

the corporate debt generally does not reduce the CDA credit — the credit is generally

the death benefit received or receivable less the policy’s adjusted cost basis.

S T E P  0 4

The corporation may use about $5 million of CDA room to distribute the remaining

insurance cash as a capital dividend — and may still have roughly $5 million of CDA

room available to distribute other corporate assets later.

Two honest qualifications. If the policy’s adjusted cost basis is not nil, the CDA credit is

reduced by that ACB, so the round numbers above change. And the remaining CDA room

is only useful to the extent the corporation actually has assets to distribute, has the CDA

balance at that time, satisfies corporate law, and files the required election with

professional advice. This does not mean every dollar automatically goes to the family.



The mechanics of the account itself, including how the balance is tracked and elected

on, are covered in the Capital Dividend Account guide.

T H E  E X P O S U R E

What happens to a private corporation when both spouses
die?

Commercially, this is the problem an IFA is often solving:

On the second spouse’s death, shares and capital property may be deemed disposed of at

fair market value.

The estate can face tax at the share level as a result.

The corporation still owns its underlying assets, and later distributions of those assets can

create another layer of tax.

Post-mortem strategies may reduce this exposure — but they take planning, time and

cooperation between advisors.

Insurance can provide immediate liquidity and CDA room, so heirs are not forced to sell

assets at the wrong time or into a bad market.

There is no blanket percentage that applies to every family, and anyone who tells you a

fixed number is guessing. What is reliable is the shape of the problem: tax arrives on a

schedule set by a death, and illiquid corporate assets do not.

F I T

https://www.goald.ca/guides/capital-dividend-account.html


Who is a good fit for an IFA?

S T R O N G  F I T

Profitable incorporated owner with

durable annual corporate surplus

A genuine permanent insurance need

— estate tax liquidity, buy-sell

funding, key person, legacy

A productive place to redeploy

borrowed capital: the operating

business, real estate, or an income-

producing portfolio

Lender-acceptable financial

statements and a willingness to work

with a lender long term

An accountant and lawyer prepared

to coordinate on structure, tracing

and documentation

Comfort with reviewing the

arrangement annually rather than

setting it and forgetting it

P O O R  F I T

No real permanent insurance need —

the arrangement starts with a policy

that must make sense on its own

Surplus that is unreliable or already

committed

No income-producing use for the

borrowed money

Unwillingness to pledge collateral or

to be reviewed by a lender

A short time horizon, or an intention to

unwind within a few years

Health or underwriting that makes the

required death benefit uneconomic

If retirement cash flow rather than redeploying capital now is the objective, the closely

related strategy is an Insured Retirement Plan. The dividend mechanics that drive every

projected value on this page are in the Participating Account guide, and a plain-language

overview of the strategy sits on our Immediate Financing Arrangement strategy page.

C U S T O M  I L L U S T R A T I O N

Get a custom IFA illustration for your corporation.

We’ll model the funding, the lending structure, the interest treatment and the estate

outcome around your corporation, then walk you through it in plain English. Most owners

find the strategy far easier to understand once they see it drawn on their own numbers.

https://www.goald.ca/guides/insured-retirement-plan.html
https://www.goald.ca/guides/participating-whole-life-par-account-canada.html
https://www.goald.ca/immediate-financing-arrangement


S T E P  1  —  W H O  Y O U  A R E

F I R S T  N A M E  ( R E Q U I R E D ) L A S T  N A M E  ( R E Q U I R E D )

E M A I L  ( R E Q U I R E D )

S T E P  2  —  W H A T  W E  N E E D  T O  M O D E L  I T

P R O V I N C E  ( R E Q U I R E D )

Select

D A T E  O F  B I R T H  ( R E Q U I R E D )

YYYY-MM-DD

Type it as YYYY-MM-DD. No date picker or scroll

wheel.

S E X  A T  B I R T H  ( R E Q U I R E D )

Select

Required by the insurer to generate the

illustration.

S M O K E R  S T A T U S  ( R E Q U I R E D )

Select

A N N U A L  C O R P O R A T E  S U R P L U S  A F T E R  O P E R A T I N G  E X P E N S E S  A N D  O W N E R  C O M P E N S A T I O N

( R E Q U I R E D )

300000

What reliably stays in the corporation each year. An estimate is fine.

W H E R E  D O E S  T H A T  S U R P L U S  C U R R E N T L Y  S I T ?  ( R E Q U I R E D )

Select

S E E  W H A T  A N  I F A  C O U L D  L O O K  L I K E  F O R  M Y  C O R P O R A T I O N



By submitting you agree we may contact you about this request. We do not sell or share your

information. Nothing is applied for, and no credit is requested, as a result of this form.

F A Q

Frequently asked questions.

What is an Immediate Financing Arrangement in Canada?

An Immediate Financing Arrangement (IFA) is a strategy in which a Canadian corporation funds

a properly designed exempt permanent life insurance policy, collaterally assigns that policy to

a third-party lender, and borrows against it so the capital can be redeployed into the business

or another income-producing use. The policy continues to build cash value and death benefit

under its own terms, and the loan sits outside the policy.

How does an IFA work for a corporation?

The corporation deposits the annual premium into the policy. Once the carrier posts the

values and the lender’s requirements are satisfied, the lender advances funds secured by the

policy. The corporation redeploys the advance into its operating business, real estate, a

portfolio or another eligible income-producing use. Interest is either paid in cash or, where the

lender permits, capitalized. At death the death benefit repays the loan and the remainder

stays with the corporate beneficiary.

Can you reuse the same $300,000 each year in an IFA?

In principle, yes — that is the point of the arrangement. Each year the corporation funds the

premium, the lender advances against the updated policy value, and the corporation

redeploys the advance. Whether the loop returns the full premium depends on the lending

model. A full-premium lending structure illustrates the closest thing to a complete annual loop

but requires additional collateral in the early years. A cash-value lending structure returns

slightly less at first in exchange for not pledging anything beyond the policy. The exact

amount, timing, advance rate and collateral requirements are set by the lender and the policy.



What is the difference between cash-value lending and full-premium lending?

Both are third-party corporate bank loans, not insurer policy loans. Cash-value lending keeps

the loan balance at or below the illustrated cash surrender value, so no additional collateral is

shown in the carrier illustration, and the corporation absorbs a modest net cash outflow in the

early years. Full-premium lending advances the entire annual deposit , models $0 net cash

flow, and shows additional collateral required in years 1 through 14, peaking at roughly

$264,670 in year 6 under the 5% case.

Should an IFA policy be owned by Holdco or Opco?

Either is possible. Goald often prefers holding company ownership where the facts support it ,

because it can avoid having to move the policy out of the operating company if Opco is later

sold, may separate the policy from operating creditors, and may keep cash value from

complicating QSBC purification and sale planning. Holdco is not automatically right in every

case, and transferring an existing policy can create tax consequences. Ownership, beneficiary,

borrower, collateral assignment and intercorporate flows must be coordinated with your

accountant and lawyer.

Is interest on an Immediate Financing Arrangement tax-deductible in Canada?

Where borrowed money is directly and traceably used to earn income from a business or

property and the other statutory requirements are met, corporate loan interest may be

deductible. A limited collateral insurance deduction may also be available where its own

conditions are satisfied. Deductibility is not automatic and does not arise merely because the

borrower is a corporation. Your accountant must confirm the use, tracing, income purpose,

amount and documentation.

Can IFA interest be capitalized?

Depending on the lender’s terms, interest can be serviced in cash or added to the loan. Both

illustrations on this page model end-of-year advances that offset the interest after projected

tax savings, which preserves current cash flow but increases the loan balance over time.

Capitalizing interest must be monitored against the lender’s maximum loan-to-cash-value

ratio.



Does a collateral loan reduce the policy’s cash value?

No. The loan is made outside the policy by a third-party lender, using the policy as collateral

under a collateral assignment. The corporation is not withdrawing the policy’s principal, so the

illustrated cash value and death benefit continue to develop under the policy terms and

actual dividend experience. That is different from a policy loan, a withdrawal or a partial

surrender, each of which does draw on policy values and has its own tax treatment.

What happens to an IFA loan at death?

The insurer pays the death benefit, the outstanding loan and any capitalized interest are

repaid under the collateral assignment, and the remaining proceeds stay with the corporate

beneficiary. In the cash-value illustration, at year 40 the death benefit is $26,507,857, the

outstanding loan is $14,103,981, and the illustrated net benefit to the corporation is

$12,403,876.

How does an IFA create Capital Dividend Account room?

Where the corporation is the beneficiary, the death benefit received in excess of the policy’s

adjusted cost basis generally creates a credit to the Capital Dividend Account. Repaying

corporate debt from the proceeds generally does not reduce that credit , so the CDA room

can exceed the cash that remains after the loan is repaid. The corporation can then use CDA

room to pay capital dividends — subject to available assets, the CDA balance at the time,

corporate law and the required election.

What happens to a private corporation when both spouses die?

On the second death, shares and capital property may be deemed disposed of at fair market

value, so the estate can face tax at the share level while the corporation still holds the

underlying assets. Later distributions of those assets can create another layer of tax. Post-

mortem strategies may reduce this exposure, and insurance can provide immediate liquidity

and CDA room so heirs are not forced to sell assets at the wrong time. The exact result

depends entirely on the assets, ownership and strategies used.



Who is a good fit for an IFA?

Profitable incorporated owners with a genuine permanent insurance need, durable annual

corporate surplus, a productive use for redeployed capital, lender-acceptable financial

statements and the willingness to review the arrangement annually. An IFA is not for a

corporation without an insurance need, without reliable surplus, or without somewhere useful

to put the borrowed money.

What happens if loan rates rise?

The arrangement is resized rather than abandoned. In the cash-value illustration, the net

benefit to the corporation at year 40 is $12,403,876 at a 5% loan rate, $10,899,188 at 6% and

$9,226,091 at 7%. Higher rates can also change advance amounts and collateral requirements,

which is exactly why the design is stress-tested before anything is recommended.

S O U R C E S

Primary sources.

Manulife — Immediate Finance Arrangement illustration (cash-value lending), dated August 5,

2026, for a hypothetical male, age 43, non-smoker, $8,000,000 initial death benefit. Primary

source for Exhibits 1, 2, 4, 5, 6 and 7.

Manulife — Immediate Finance Arrangement illustration (full-premium lending), dated August

5, 2026, same case. Primary source for Exhibit 3.

Canada Revenue Agency — Income Tax Folio S3-F6-C1, Interest Deductibility

Canada Revenue Agency — T4012, T2 Corporation Income Tax Guide (capital dividend

account and the capital dividend election)

The original carrier presentations are not offered for download. The seven exhibits above are

sanitized excerpts reproduced for education, with client identifying details redacted and the

carrier’s own formatting and figures otherwise intact.

R E L A T E D  G U I D E S

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
https://www.canada.ca/en/revenue-agency/services/forms-publications/publications/t4012.html


Where to go deeper.

These pages carry the technical detail behind the numbers on this page.

C O N T I N U E  R E A D I N G

Reading an Illustration

Base premium, ADO, cash value, death

benefit and premium offset, column by

column.

C O N T I N U E  R E A D I N G

The Participating Account

Dividend scale mechanics, smoothing,

DSIR history and carrier strength.

C O N T I N U E  R E A D I N G

Capital Dividend Account

How insurance proceeds create a CDA

credit and reach shareholders.

C O N T I N U E  R E A D I N G

Insured Retirement Plan

The same building blocks, aimed at

retirement liquidity instead of

redeployment now.

F O O T N O T E

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

rendering tax or legal advice. This guide contains a general discussion of insurance

and lending mechanics and should not be construed as tax or legal advice. Should you

wish to discuss this or any other Goald & Co guide, please contact info@goald.ca.

D O W N L O A D  P D F
G E T  M Y  C U S T O M  I F A

I L L U S T R A T I O N

https://www.goald.ca/guides/how-to-read-whole-life-insurance-illustration-canada.html
https://www.goald.ca/guides/participating-whole-life-par-account-canada.html
https://www.goald.ca/guides/capital-dividend-account.html
https://www.goald.ca/guides/insured-retirement-plan.html
mailto:info@goald.ca
javascript:window.print()


Disclaimer. The figures on this page come from actual Manulife Immediate Finance Arrangement illustrations

dated August 5, 2026, prepared for a hypothetical male, age 43, non-smoker with an $8,000,000 initial death

benefit. Client identifying details have been redacted. Every figure is illustrated under the carrier’s stated

assumptions — dividend scale current less 1%, a 5% bank loan rate, a 50.67% corporate tax rate, 100% CSV

margining and full deductibility of interest and the collateral insurance amount. These are educational examples,

not a quotation, an offer of credit, a lending commitment or a recommendation. Dividends, policy values,

advance rates, collateral requirements, loan pricing, deductibility and tax results are not guaranteed. Insurance

and lending are subject to underwriting and approval. Tax treatment depends on the corporation’s own facts and

must be confirmed with qualified tax and legal professionals.

C O O R D I N A T E D  W I T H  Y O U R  C P A  A N D  L E G A L  C O U N S E L

Model the strategy on your numbers.

We build the funding, lending, interest and estate scenarios around your

corporation, then walk you through them in plain English. The first step is

seeing whether the strategy, the lending and the underwriting are a fit.

S E E  W H AT  A N  I F A  C O U L D  L O O K  L I K E  F O R  M Y  C O R P O R AT I O N

A dvisory  conversat ion .  Noth ing  is applied for  on  the  call .
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