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advanced insurance planning

‘,E Equitable Life of Canada’

| Works for me.’




EQUITABLE LIFE OF
CANADA

Equitable Life® is proud to be one of Canada’s largest mutual life insurance companies. We
are owned by our participating policyholders, not shareholders. This allows us to focus on
management strategies that foster prudent long-ferm growth, continuity and stability.

We are dedicated fo meeting our commitments fo our customers — to provide good value and
meet their needs for insurance protection and wealth accumulation = now and in the future.
That's why Canadians have turned to Equitable Life since 1920 to protect what matters most.

Equitable Life is a focused, stable and strong company. We have sufficient earnings and
capital to meet our future growth targets, and we continue to grow steadily. Our growth in
sales has been driven by our ability to implement our strategic plan, placing a priority on
products, service and execution. Our financial success reflects our continued commitment
to profitable growth and our ability to navigate a changing regulatory and economic
environment.

Our mutual structure is a key element of our value proposition, along with our diversified
product portfolio and superior service. As an organization we're progressive, competitive and
firmly committed to serving the best inferests of our policyholders, through longer-term strategies
that foster ongoing stability, growth and profitability.

This guide features the Preferred Estate Transfer® and Preferred Retirement Solution® concepts for
individual clients. It outlines the marketing opportunities and support, key features, sample case studies,
key tax considerations, and tips for illustrating the concepts. These are concepts, not products or contracts.
THIS GUIDE While Equitable Life has made every effort to ensure the accuracy of the information presented here, the
policy contract governs in all cases. FOR ADVISOR USE ONLY.

Questionse Equitable Life is committed to providing you with the service and support you need
fo grow your business. If you have questions about these concepts, please contact
your Equitable Life Regional Sales Manager.
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About the

concepts

PREFERRED SOLUTIONS FOR INDIVIDUAL CLIENTS
Making life insurance work for your clients and their loved ones.

Give your individual clients the preferential treatment with Equitable Life’s preferred financial planning concepts.

Creating and preserving an inheritance
7 3% of people want fo leave a legacy.! But many haven't taken the steps needed to make that happen.

® Only 26% of Canadians have a current will. 53% of Canadians 45 years or older have a will that is
out of date.?

e Approximately 60% of Canadians (22 million) own life insurance.®

This represents an opportunity for you to help your clients benefit from one of the most tax-efficient strategies for building
and transferring a legacy fo the next generation — permanent life insurance. But the opportunity doesn't stop there.

Building wealth they can access

The tax-advantaged growth within a permanent life insurance policy also builds wealth your clients can access to
supplement their retirement income. In 2018, 49% of Canadians between the ages of 45 and 64 had only saved
$250,000 or less for retirement.# With life expectancy increasing, there is a risk they could outlive the money they
have saved for refirement or they will have to reduce how much they can spend each year to make it last longer.

The preferred solutions

Whether your clients are looking to leave a larger inheritance fo their loved ones or supplement their refirement income,
Equitable Life has the solution.® These concepts are available using Equimax® participating whole life and Equation
Generation® IV universal life and can be illustrated on a single life, joint firstto-die and joint lastto-die basis.

PREFERRED ESTATE TRANSFER PREFERRED RETIREMENT SOLUTION

By redirecting some of their money This concept is an extension of the Preferred Estate Transfer. Once
from taxable investments into a the cash surrender value is large enough to meet the bank’s loan
permanent life insurance policy, your | requirements, your clients may apply for a bank loan using the policy
clients can leave more to their loved  as collateral.® The bank loan can supplement their refirement income
ones and save faxes foday and in with taxfree dollars. At death, the life insurance proceeds pay off the
the future. loan with the balance paid to the beneficiary/estate.

e Collateral loan to supplement

"0 Q
M income at retirement

—-l/ Bank loan
N 2 |
® Tax savings
Taxable Exempt life V

investments insurance policy ® Larger estate for their heirs

Benefits

! (The Future of Refirement, published in 2015 by HSBC Holdings plc.). 2 Number of Canadians without Wills significantly underreported. https://www.legalwills.ca/blog/
canadians-withoutwills/ June 2016 * CLHIA: Canadian Life and Health Insurance Facts 2018 Edition 4 CIBC poll: Am | saving enough to refire? htips://www.newswire.ca/
news-releases,/am-i-saving-enough-io-retire-vastmajority-ofcanadians-justdontknow-cibc-poll-673311343.himl Feb 08, 2018 * These are concepts, not producis or contracts.
They are based on current tax rules. Your clients should consult with their tax or legal professional for independent advice with respect fo their individual circumstances. ¢ With a
collateral bank loan, the lender will be a third-party lending institution. Availability of a loan from the third-party lending insfitution is not guaranteed by Equitable Life and is not
part of the life insurance contract. The borrower must apply for and meet the third-party lending institution’s loan qualification requirements. The borrower may be able to borrow
from a third-party lending institution an amount up to 100% of the policy’s cash value. Loan minimums vary by financial institution. Some financial institutions require a minimum
collateral loan of $250,000. The ability to obtain a loan and the terms of a loan are subject fo the financial underwriting policies at the third-party lending institution at the time
of loan and are subject fo change at any fime. There may be conditions, fees and costs associated with arranging the collateral bank loan.

THE PREFERRED SOLUTIONS FOR INDIVIDUAL CLENTS
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Identifying your target market
Equitable Life's preferred sales concepts are designed for individual clients who:

e Are focused on estate planning and want a tax-efficient way fo fransfer their assets to their heirs or favourite
charity (generally age 45+).

e Want to preserve or enhance their estate values.
* \Want to improve the tax efficiency of their investment portfolio.
® Have paid off their mortgage or other debts.

* Are pretetirees who have faken sfeps to prepare for their retirement but might need to supplement their
refirement income.

® Are in good health and can qualify for life insurance.

Starting the conversation

Asking the right questions can help you qualify clients and generate interest in finding out how these concepts can help them.
Here are some questions to ask:

Do you have a will2 This is a good indicator that they have taken some steps toward estate planning.

Are you investing in

taxable investments? Their answer will help you determine if they have the resources to implement the plan.

Do you have a plan? Most Canadians want fo put some money aside fo leave a legacy for their loved ones
while at the same time save enough money to enjoy their retirement.

Without a plan, these goals may never become a reality. Questions to consider include:

® How much money will you need to achieve your financial goalse
® How much of that value will come from your home, and other assets?

® s there a gap?

FOR CORPORATE CLIENTS, please refer to Corporate Preferred Estate Transfer and Corporate Preferred Retirement Solution advisor guide.

Need more information?

More information about Preferred Estate Transfer and Preferred Retirement Solution for individual clients, go to the
Financial Planning Concepts page on EquiNet and click on the Individual Clients link.
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Marketing materials

The following markefing material is available o assist with presenting these concepts to your individual clients.

Client material
(available in English and French on EquiNet)

Preferred Estate Transfer

[l <ouoion oen V]

Client flyer Client brochure Client brochure
#1564 (with Equimax parficipating whole life case study) (with Equation Generation IV universal life case study)
#1572 #1689

Preferred Retirement Solution

Client flyer Client checklist Client brochure
#1565 #1568 (with Equimax participating whole life
case study)
#1573

How to order

log in to EquiNet at www.equitable.ca/advisorhome. Select Marketing Materials under Insurance, and then select
the supply order form 1390. Please request marketing material from your MGA. Your MGA should complete the order
form, scan it and email it to supply@equitable.ca or FAX it to 519-883-7424
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Preferred Estate
Transfer

TRANSFER

At a glance

It's the kind of preferential treatment you want. Less tax, more benefits.

A permanent life insurance policy is one of the most tax-efficient ways fo build and transfer your estate.
The taxfree death benefit creates an instant inheritance. Plus the policy offers tax-advantaged growth that you can
access during your lifefime.

With the Preferred Estate Transfer, you may be able to put a policy in place with no additional outof-pocket
expense. Simply redirect some of your money from taxable investments to pay the premiums for a permanent life
insurance policy. The policy will do the rest.

9 l/ e Instant legacy
—, V * Tax savings for you
% ® Larger estate to your heirs

Taxable Exempt life Benefits
investments insurance policy

PUT THE PREFERRED ESTATE TRANSFER TO WORK FOR YOU

Leave more money to your loved ones

e life insurance proceeds can be used fo cover the potential tax liability on investments or on family assets like the
family cottage so they do not have to be sold or erode the value of the estate.

e life insurance allows you to leave more money than you could through a taxable investment.

® Payments above the required premium can accelerate the growth of the value within the policy.?
Save taxes

® By redirecting money from taxable investments into the life insurance policy, you may pay less tax over your
lifetime.®

® The funds within the insurance policy grow on a fax-advantaged basis.

e life insurance proceeds are paid to your beneficiary tax free.

4 | THE PREFERRED SOLUTIONS FOR INDIVIDUAL CLHENTS



Preferred Estate

Transfer

IT COULD BE THE RIGHT SOLUTION FOR YOU IF ...

V1 You want to leave money to your loved ones or a charity. M You have taxable investments.
M You have an uptodate will. M You want to reduce the taxes you pay.
M You have paid off your mortgage or other debts. M You want your estate to pay less tax.

V1 You have taken care of your refirement plan.

Print this information

A pdf version of this information [Form #1564
can be accessed from the Financial Planning
Concepts page on EquiNet by clicking the
Individual Clients link.

TRANSFER

EEEEREE 3

Equitable Sales lllustration® system

Page 1 of the Preferred Estate Transfer PDF will
automatically be included in the concept report
produced from the illustration system.

Page 1 Page 2

'Refer to the product Client Guide for more detail. “The extra payment is limited to the amount required to maintain the tax-exempt status of the policy. For universal life, the policy may
be credited positive or negative refurns depending on the invesiment accounts selected. Review the product illustration for full details. *Depends on the nature of your faxable investment
and assumes no faxes are friggered if invesiments are sold to fund premiums.

The Preferred Estate Transfer is a concept. It is not a product or contract. It is based on current tax legislation and may change. This information does not constitute legal, tax, investment,
or other professional advice. ® Denotes a trademark of The Equitable Life Insurance Company of Canada.
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Preferred Estate
Transfer

PREFERRED ESTATE TRANSFER

Case study #1: Using Equimax participating whole life

Meet Peter
The situation The need
® Peter (age 51) ® He is looking for a tax-efficient way to build value in
o He can put aside $255,000 each year for the next 10 his estate and increase the legacy he can leave for his
loved ones.
years.
Two options

Peter invests the $25,000 each year for 10 years in a taxable investment.

6 e Annual rate of return of 5%.
6 * Taxable investment portfolio (50% inferest and 50% dividends).

* Marginal tax rate of 50%; personal dividend tax rate of 35%.

Taxable
investments e No withdrawals are made.
Peter transfers the $25,000 each year for 10 years to pay the annual premium for an
Equimax Estate Builder® whole life insurance policy. (Preferred Estate Transfer).
* 20 pay, paid-up additions dividend option.
l e |nitial death benefit $500,000.
=- / * The $25,000 annual deposit is a combination of required premium ($18,210)
/fh, and an additional deposit (Excelerator deposit option) ($6,790).
Exempt life * The sales illustration for this case study shows a premium offset point af year
insurance policy 10, after which time Peter may be able fo stop paying premiums for his policy.
on shareholder A decrease in the life insurance dividend scale will affect the illustrated values:

may delay the premium offset point and require Peter to pay premiums for longer
than previously illustrated; or require him to resume paying premiums for a period
of time if his policy has been on premium offset. Dividends are not guaranteed
and are paid at the sole discrefion of the Board of Directors. Dividends may be
subject to taxation. Dividends will vary based on the actual investment returns in
the participating account as well as mortality, expenses, lapses, claims experience,
taxes, and other experience of the participating block of policies.

6 | THE PREFERRED SOLUTIONS FOR INDIVIDUAL CLIENT



Preferred Estate

Transfer

Let's compare the results: Net value of Peter’s estate

(assumes death at age 85)
$1,500,000

$1,173,687
$1,000,000 $900,781
$582,107
$500,000 -
$O T I T

Taxable Preferred Estate Transfer
investments* (Equimax® whole life)*
(5% annual rate Current Current
of return) dividend scale dividend scale
interest rate interest rate
minus 1%

The preferred solution

With the Preferred Estate Transfer, Peter can create a larger estate than with taxable investments.

Other taxable asset classes may require a higher rate of refurn to produce the same net estate value at age 85 as an
Equimax participating whole life insurance policy.

Required annual pre-tax rate of return?

Life insurance
(Annual aftertax internal | Interest Dividends
rate of return (IRR))

Current dividend scale 5.34%

Realized Deferred
capital gains capital gains*

Alternate dividend scale 4.41%

(current minus 1%)

Marketing material available can be accessed from the
Financial Planning Concepts page on EquiNet by clicking
on the Individual Clients link.

Brochure #1572

! Average annual rate of refurn of 5%. Taxable invesiment portfolio (50% interest and 50% dividends). No withdrawals. ? Equimax Estate Builder® participating whole life insurance, 20 pay. Paid-up additions
dividend option. Initial death benefit of $500,000. The $25,000 annual deposit is a combination of required premium ($18,210) and an additional deposit (Excelerator deposit option) ($6,790). lllustrated
values are for a male, age 51, standard non-smoker rates based on rates in effect as of September 14, 2020 and the dividend scale af that time remaining unchanged for the life of the policy. The sales
illustration for this case study shows a premium offset point at year 10, after which time you may be able fo stop paying premiums for your policy. A decrease in the life insurance dividend scale will affect the
illustrated values; may delay the premium offset point and require you fo pay premiums for longer than previously illustrated; or require you to resume paying premiums for a period of fime if your policy has
been on premium offset. Dividends are not guaranteed and are paid at the sole discrefion of the Board of Directors. Dividends may be subject fo taxation. Dividends will vary based on the actual investment
refurns in the participating account as well as mortality, expenses, lapses, claims experience, taxes, and other experience of the participating block of policies. * Marginal tax rate of 50%; personal dividend
tax rate of 35%. 4 Assumes capital gains are deferred unfil age 85.
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Preferred Estate
Transfer

PREFERRED ESTATE TRANSFER

Case study #2: Using Equation Generation IV universal life
Meet Susan

The situation The need
e Susan (age 55). ® She is looking for a tax-efficient way to build value in
o She can afford 1o spend $20,000 each year for the her estate and increase the legacy she can leave for

next 10 years her loved ones.

Two options
o Susan invests the $20,000 each year for 10 years in a taxable investment.
® Annual rate of return of 6%.
a * Taxable investment portfolio (50% interest and 50% dividends).
e Marginal tax rate of 50%; personal dividend tax rafe of 35%.
Taxable
investments * No withdrawals are made.

Susan transfers a $20,000 payment each year for 10 years into an Equation
Generation IV universal life insurance policy. (Preferred Estate Transfer).

* Yearly renewable term (YRT) cost of insurance.

l Level protector death benefit option
— / Initial death benefit $450,000.

%, After 10 years, no further payments are made. The projected account value and
Exempt life interest earned are not guaranteed. If sfarting in policy year 11 or at any time affer
insurance policy policy year 11 the account value is not sufficient to cover the monthly charges
for the universal life coverage, Susan will need to continue or resume premium
payments in order o keep the coverage in effect. lllustrated values are
nof guarantees of future performance.

8 | THE PREFERRED SOLUTIONS FOR INDIVIDUAL CLIENTS



Preferred Estate

Transfer

Let's compare the results:

Preferred Estate Transfer

(life insurance) $658,924
Taxable investments
(6% annual rate of refurn) $480,142
$0 $250,000 $500,000 $750,000

Net estate value at year 30
(assumes death at age 85)

The preferred solution

With the Preferred Estate Transfer, Susan can create an esfate over 37% greater than with taxable investments.

Marketing material available can be accessed from the
Financial Planning Concepts page on EquiNet by clicking
on the Individual Clients link.

Brochure #1689

! Average annual rate of refurn of 6%. Investment portfolio (50% interest and 50% dividends). Marginal tax rate of 50%; personal dividend rate of 35%. No withdrawals.

2 Equation Generation IV universal life with bonus, yearly renewable term (YRT) cost of insurance and level profecior death benefit option. Female, age 55, standard non-smoker rates. Premium and cost
of insurance rates as of October 2020. Initial death benefit of $450,000. The sum insured is automatically increased as needed at the policy anniversary, subject to the maximum percentage increase
permitied under the tax legislation that applies, to assist in maintaining the exempt status of the policy. Policy illusiration interest rate (assumed rate of return] of 4%. Shutile account interest rate of 0%. After
10 years, no further payments are made. The projected account value and interest earned are not guaranteed. If starting in policy year 11 or at any time after policy year 11 the account value is not
sufficient fo cover the monthly charges for the universal life coverage, the policy owner will need to continue or resume premium payments in order o keep the coverage in effect. lllusirated values are not
guarantees of future performance.

THE PREFERRED SOLUTIONS FOR INDIVIDUAL CLENTS
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Preferred

Retirement Solution

SOLUTION

At a glance

It's the kind of preferential treatment you want. Supplement your retirement income.

When it comes to refirement ... we all want to dream big! If refirement savings alone aren’t enough to make our
refirement dreams a reality, the Preferred Retirement Solution can help.

Some life insurance policies have cash value you can access. Use it as collateral for a tax-free bank loan to
supplement your retirement income. Unlike traditional loans, the debt is repaid using the proceeds from the life
insurance policy.’

With the Preferred Retirement Solution, you redirect some of your money from taxable investments to pay the
premiums for a permanent life insurance policy.

|| || * Collateral loan to supplement
9 [ | income at retirement
—d
—, Bank loan
L/

* Tax savings
Taxable Exempt life .
* Larger estate for your heirs

investments insurance policy

Benefits

PUT THE PREFERRED RETIREMENT SOLUTION TO WORK FOR YOU

Save taxes and grow your assets

By redirecting money from taxable investments and into the life insurance policy, you may pay less fax over your
lifefime. 2

® The funds within the insurance policy grow on a tax-advantaged basis.

® Payments above the required premium can accelerate the growth of the value within the policy.®
Enjoy your retirement

® Once the cash surrender value of the policy is large enough to meet the bank's loan qualification requirements,
you may apply for a bank loan using the policy as collateral 4

* A bank loan can supplement your refirement income with taxfree dollars.
At death, the life insurance proceeds pay off the loan with the balance paid to the beneficiary.

10 | THE PREFERRED SOLUTIONS FOR INDIVIDUAL CLENTS
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IT COULD BE THE RIGHT SOLUTION FOR YOU IF ...

M You have taxable investments. M You want to leave money to your loved ones or charity.
M You want to reduce the taxes you pay. M You have an uptodate will.

|Z[ You want to supp|ement your retirement income.

Print this information

A pdf version of this information [Form #1565
can be accessed from the Financial Planning

Concepts page on EquiNet by clicking the
Individual Clients link.

SOLUTION!

Equitable Sales lllustration system

Page 1 of the Preferred Refirement PDF will
automatically be included in the concept report

produced fom fhe fusiafion sysfem. C— Y

Page 1 Page 2

PREFERRED RETIREMENT SOLUTION - CHECKLIST (Form #1568)

Your clients should review this checklist fo ensure they understand the Preferred Retirement Solution and how it can
impact them. It will automatically be included in the concept report produced from the illustration system.

This checklist can be accessed from the Financial Planning Concepts page on EquiNet by clicking the Individual
Clients link.

'Depending on the ferms of the loan agreement, the lending institution may require regular or periodic loan payments. 2 Depends on the nature of your taxable investment and assumes
no taxes are friggered if investments are sold fo fund premiums. *The extra payment is limited fo the amount required to maintain the tax-exempt status of the policy. For universal life, the
policy may be credited positive or negative returns depending on the investment accounts selected. Review the product illustration for full details. “ With a collateral bank loan, the lender
will be a third-party lending institution. Availability of a loan from the third-party lending insfitution is not guaranteed by Equitable Life and is not part of the life insurance contract. The
borrower must apply for and meet the third-party lending insfitution’s loan qualification requirements. The borrower may be able to borrow from a third-party lending institution an amount
up to 100% of the policy's cash value. Loan minimums vary by financial institution. Some financial insfitutions require a minimum collateral loan of $250,000. The ability to obtain a
loan and the ferms of a loan are subject fo the financial underwriting policies at the third-party lending insfitution af the fime of loan and are subject to change at any fime. There may be
conditions, fees and cosfs associated with arranging the collateral bank loan

The Preferred Refirement Solution is a concept. It is not a product or contract. It is based on current tax rules which may change. This information does not constitute legal, tax, investment,
or other professional advice. ® denotes a trademark of The Equitable Life Insurance Company of Canada.

THE PREFERRED SOLUTIONS FOR INDIVIDUAL CLENTS
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Preferred
Retirement Solution

PREFERRED RETIREMENT SOLUTION
Case study

The following case study illustrates the Preferred Retfirement Solution concept using Equimax® participating whole life. The
concept can be illustrated on a single life, joint firstto-die and joint lasto-die basis.

Case study: Using Equimax participating whole life
Meet Kendra

The situation The need

® Kendra is 43 years old. * At age 65, she wants $25,000 a year fo supplement

o She plans to refire at age 5. her refirement income for 20 years.

e Kendra is looking for a tax-efficient way fo increase her

® Kendra can set aside $20,000 each year for the next ! ‘ , !
refirement income while creating an esfate.

20 years to accomplish her retirement goal.

Two options
s Kendra invests the $20,000 each year for 20 years in a taxable investment.
® Annual rate of return of 5%.
O\ e Taxable investment portfolio (50% inferest and 50% dividends).
Taxable ® Marginal tax rate of 50%; personal dividend tax rate of 35%.
investments e Withdrawals of $25,000 for 20 years starting at age 65.

Kendra transfers the $20,000 each year for 20 years to pay the annual premium for
an Equimax Estate Builder® whole life insurance policy. (Preferred Retirement Solution).

* 20 pay, paid-up additions dividend option.
e |nitial death benefit $705,944.

=-l/ e lllustrated values are based on rates in effect as of September 14, 2020 and
/fh, the dividend scale at that time remaining unchanged for the life of the policy.

i A decrease in the life insurance dividend scale will affect the illustrated values.
insi):::cit ::i?icy Dividends are not guaranteed and are paid af the sole discretion of the Board of
on shareholder Directors. Dividends may be subject to taxation. Dividends will vary based on the
actual investment returns in the participating account as well as mortality, expenses,
lapse, claims experience, taxes, and other experience of the participating block of
policies.

* Kendra takes a bank loan for $25,000 (aftertax) each year for 20 years starting
at age 65 using the cash value of the policy as collateral.
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Preferred

Retirement Solution

Let's compare the results:

Both options are sufficient to supplement Kendra's refirement income by $25,000 annually until age 85. However, using the
Preferred Retirement Solution creates a larger estate than with taxable investments.

Annual after-tax amount available o supplement Kendra's Net value of Kendra's estate
refirement income for 20 years starting at age 65 (assumes death at age 85 and dfter loan repayment)’
$1,620,057
$25,000 $25,000 $25,000 $928.181
$340,937
- ‘ .

M Taxable investment (5% annual rate of return)?
[1 Preferred Retirement Solution (Equimax® whole life insurance)® Current dividend scale interest rate minus 1%

B Preferred Refirement Solution (Equimax® whole life insurance)® Current dividend scale interest rate Scale has been modified for display purposes.

The preferred solution

Other taxable asset classes may require a higher rafe of refurn to produce the same net estate value at age 85 as an
Equimax participating whole life insurance policy.

Required annual pre-tax rate of return?

Life insurance
(Annual aftertax internal = Interest Dividends
rate of return (IRR))

Current dividend scale 572%

Realized Deferred
capital gains capital gains®

Alternate dividend scale

4.54%
(current minus 1%)

Marketing material available can be accessed from
the Financial Planning Concepts page on EquiNet
by clicking on the Individual Clients link.

Brochure #1573

! Loan amount of $25,000 for 20 years starting at age 65. Loan rate of 6% with assumed age of death at 100. Maximum loan to CSV rafio of 90%. Loan inferest is assumed fo be capitalized. At age 85,
the bank loan balance is $974,818. 2 Average annual rate of return of 5%. Invesiment portfolio (50% interest and 50% dividends). Withdrawals of $25,000 for 20 years starting af age 65. * Equimax
Estate Builder® participating whole life insurance, 20 pay. Paid-up additions dividend option. Initial death benefit $705,944. lllustrated values are for a female, age 43, standard non-smoker rates based
on rates in effect as of September 14, 2020 and the dividend scale at that fime remaining unchanged for the life of the policy. A decrease in the life insurance dividend scale will affect the illustrated values.
Dividends are not guaranteed and are paid af the sole discretion of the Board of Directors. Dividends may be subject to taxation. Dividends will vary based on the actual investment returns in the participating
account as well as morfality, expenses, lapse, claims experience, taxes, and other experience of the participating block of policies. “ Marginal tax rate of 50%; personal dividend tax rate of 35%. ° Assumes
capital gains are deferred until age 85.
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Concept illustration

COMPLETING THE CONCEPT ILLUSTRATION

Using Equimax and Equation Generation IV

Access the concepts

CH Equitable Life of Canada - Equitable Sales Illustrations System

e Open the Equitable Sales lllustrations® system and select the product you wish to illustrate.
® Enfer product assumptions.
e Click on the Concepits tab and select the concept you wish to illustrate.

e Click the “Build concept” button.

Client/Coverage Excelerator Deposit Option Riders Withdrawal/Policy Loan Concepts

Preferred Estate Transfer

Corporate Preferred Estate Transfer
Preferred Retirement Solution

Corparate Preferred Retirernent Solution Build concept

Enter concept assumptions

Preferred Retirement Solution

Tips for completing the concept illustration system and using the concept reports can be accessed from the
Financial Planning Concepts page on EquiNet by clicking on the Individual Clients link.

Using Equimax participating whole life
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https://advisor.equitable.ca/advisor/en/individual-insurance/financial-planning-concepts-tools-(1)
http://www.equitable.ca/advisorhome/pdf/insurance/PRS---Inputting-and-Reports-using-WL.pdf

Tax considerations

PREFERENTIAL TAX TREATMENT OF LIFE INSURANCE

Tax considerations

Permanent life insurance is fraditionally purchased to meet financial obligations at and affer death and provide
liquidity. Because of ifs unique design and treatment in the current Income Tax Act (Canada), it can also play an
important role in:

e accumulating wedlth,
¢ providing additional refirement income, and,

® increasing the estafe value that is passed on fo heirs.

Tax-exempt status of life insurance

The Income Tax Act (Canadal) allows the cash surrender value of a life insurance policy to accumulate on o
tax-advantoged basis within prescribed limits. Each year, an exempt fest is done on the insurance policy. The fest
distinguishes between policies that primarily provide insurance protection from those that are primarily an investment
plan. Policies that pass the test are given tax-exempt status. Policies that are considered to be investment plans are
non-exempt and growth within the policy is taxable on the same basis as other interesttype investments.

Equitable Life takes precautions to make sure that the policies it offers keep their exempt status. This is done by limiting
the amount that can be deposited into the plan and/or increasing the death benefit within allowable limits set by
the regulafors.

The purpose of the concept illustration is fo compare the favourable growth within the insurance policy to different types
of alternative investments. Here's a summary of how the alternative investments are taxed and the default rate used in
the illustration:

Default rate used
in illustration

Income type Taxation

Interest is taxed as ordinary income in the year it's eamed, and is taxed
Interest af the same rafe as earned income from employment, a business and 50%
rental income.

Eligible dividends are toxed in the year they are received. The amount
Dividends is initially grossed up and then a tax credit is deducted. The result is 35%
that dividends are taxed more favourably than inferest income.

If your clients sell capital property during the year, 50% of the gain
Capifal gains is faxable. Capital gains are taxed more favourably than interest or 25%
dividend income.

If your clients do not sell capital property during the year, then the fax

is deferred and is not paid until the year of sale. In the year of sale,

50% of the tofal gain accrued since the year of purchase is taxable. 059

Th It is that deferred capital gai h oF f bl °
e result is that deferred capital gains are taxed more favourably

than interest or dividend income, and the rate of return is higher than

an investment where the gain is taxed every year.

Deferred capital gains

On death, the proceeds paid from a life insurance policy are 0%

Death benefit proceeds received by the beneficiary on a taxfree basis.

Changes fo income tax legislation may impact the information in this guide. Your client should ensure that competent tax and estate professionals have
been consulted regarding their particular situation prior to implementation.
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Works for me:

Canadians have tumed to Equitable Life since 1920 to
profect what matters most. VWe work with you to offer
solutions that provide good value, and help you navigate
those solutions to meet the needs of your clients.

Equitable Life is not your typical financial services
company. We have the knowledge, experience and
ability o find solutions that work for you. We're friendly,
caring and interested in helping. And we're owned
by our participating policyholders, not shareholders,
allowing us to focus on your needs and providing you
with personalized service, financial profection and
peace of mind.
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Equitrj)le Life
of Canada’

Q The Equitable Life Insurance Company of Canada & 1.800.722.6615 & www.equitable.ca

® Denotes a frademark of The Equitable Life Insurance Company of Canada. 1577(2021/01/08)





