
Creditor protection 
Managing the risks of bankruptcy with segregated funds 
If you’re self-employed or own a business, you have a powerful 
reason to choose segregated funds: creditor protection. As part of 
an insurance contract, assets held in a segregated fund contract 
may be protected from creditors in the event of bankruptcy, so 
they can be an effective way to safeguard at least part of your 
financial assets.

Potential ProteCtion from Creditors 
When a named beneficiary of a segregated fund contract is 
a spouse, parent, child, or grandchild of the annuitant1 (for 
Québec, ascendants and descendants of the contractholder1), 
or is named irrevocable, the assets held in a segregated fund 
contract may be protected. 

Non-registered and registered segregated fund contracts have 
always enjoyed the potential for creditor protection. With the 
passing of the new bankruptcy laws, all registered investments 
held by banks, brokerages, mutual funds or in self-directed 
accounts are now able to enjoy the same creditor protection as it 
relates to bankruptcy. 

However, keep in mind that  segregated fund contracts have creditor 
protection outside of bankruptcy situations that other registered 
investments do not enjoy.  And, when it comes to your non-
registered assets, segregated funds have the creditor protection not 
provided in other investments (ie:  mutual funds, GICs etc...).

imPortant Points to keeP in mind  
Creditor protection may not be available when:

n	  The segregated funds contract or the beneficiary designation 
was set up to defeat the interest of creditors.

n	  The policy is held in a nominee-registered account. (For this 
reason, it is recommended that registered segregated funds 
remain in a client-name position to ensure the appropriate 
beneficiary can be named on the contract).

n	  You assign your segregated fund contract as collateral for a 
loan, and then defaults; in that case, the lender (assignee) can 
seize the asset.

n	  You owe money to Canada Revenue Agency.

n	  You have claims against you for support of dependents and 
spouse (i.e., child, spouse, etc.).

If you are interested in creditor protection, you should seek 
independent legal advice to see when an insurance contract 
is exempt from seizure under provincial law and the federal 
Bankruptcy and Insolvency Act.

Simplicity. Strength. Trust. 
There is confidence in knowing that your assets are well invested 
and well protected. RBC® GIFs are a powerful investment 
solution to help you meet your needs.

1  Annuitant refers to the person on whose life the guarantees and annuity payments are based. Contractholder refers to the owner of the contract and may be different from the annuitant for non-

registered contracts.
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