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INTRODUCTION

Many Canadian res idents uti li ze a non-Canadi an (i nternati onal) s tructure for their  i nvestment and busi ness
ac ti vities as wel l as to  pr ov ide effective estate pl anning. A legal ly es tabli shed inter natio nal s tr uctur e wil l
al lo w for  gr eat flexibil ity as wel l as numer ous  o ther adv antages . T he fo cus o f thi s artic le is  to  disc us s o ne
advantage whic h c ould be obtained by utili zi ng an internati onal foundati on and an inter natio nal trust as  the
internati onal str uc tur e in co mbi natio n with uni versal life ins ur anc e to pr ovi de co ntinuing dis tri butio ns  fr om
the inter natio nal  structure fr ee of any tax to Canadian r esi dents .

COMPONENTS OF ESTATE PLAN

A. The International Foundation

The inter natio nal  c orpor ate priv ate family foundatio n (“Fo undatio n”) is  inco rpo rated i n a non-income tax ing
co untry (the “Tax Hav en”). T he Fo undation i s i nc orpor ated for  the purpo se of the es tate plan, being
pr imari ly to  o btain li fe insurance po li cies and s ettli ng tr usts, al l for  the ul timate pur pos e of besto wi ng
benefits upo n the defi ned pri vate famil y c lass of reci pients (the Class of Reci pients”). As the Fo undatio n i s
inco rpo rated i n the Tax Hav en, has  its dir ec tor s and o ffi cers resident i n the T ax Haven and has all  its iss ued
shar es held by shar eho lder(s) resi dent in the T ax  Haven, the Foundati on wi ll no t be subject to  Canada’s
Inco me Ta x A ct (the “Ac t”). Havi ng Canadian r es idents as par t of the Class of Reci pients wil l not caus e the
Fo undatio n o r its  Canadi an residents to  be s ubjec t to tax  under the Act. Further, the Canadi an fo reign
repo rti ng requirements  under the Act (the “Repo rti ng Requirements ”) wi ll no t apply to  Canadian res idents
who rec ei ve di str ibuti ons o f pro perty from, or make tr ans fers of pr operty to, the Fo undation, inc luding
maki ng payment of the li fe insur ance pr emi ums.

B. The Universal Life Insurance Contract

The purpose of life insurance planning generally includes protection of dependants, estate liquidity and
conservation, equalization of inheritances, savings/pension accumulation, business interest buy-out
funding, charitable giving and other similar purposes. However, for this estate plan the Foundation
would own a life insurance policy or policies (the “Policy”) issued by either a Canadian or a non-
Canadian insurance company on a member or members of the Class of Recipients and as well the
Foundation would be the beneficiary of the life insurance proceeds until the international Trust
(hereinafter described) is established.

C. The Trust Structure

A Trust is a legal relationship rather than a legal person and is one of the oldest means of preserving both
income and capital. The modern use of Trusts actually dates back to their use by the Knights prior to
embarking on Crusades and remains a viable method of tax, estate and asset protection planning today.
A Trust is created (the settlement) when a person (the Settlor) gives (settles) an asset (the trust assets) to
another person or persons (the Trustee) for the benefit of a third person or group of persons (the
Beneficiaries). In an international Trust, generally the Settlor will also appoint another person or persons,
called a protector, who can be trusted to act as a “watch dog” over the Trustee. The protector will have
the specific powers to replace the Trustee and as well may have the power to add or change Beneficiaries.
The Reporting Requirements do require a Canadian resident to report the receipt of property from, or
contribution of property to, the international Trust. with the result that Revenue Canada is given the
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