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Commercial life insurance has traditionally been
viewed as a protective measure. Today, leading
Canadian organizations are reframing it as a
strategic tool embedded in risk management,
capital planning, and long-term value creation.

This shift matters. Canadian businesses operate in

an increasingly complex risk environment shaped

by talent concentration, ownership structures,
regulatory pressures, and market volatility. Enterprise
risk management is no longer optional. It is a core
function tied directly to performance and resilience.

Within that framework, life insurance plays a distinct
role. It provides liquidity, transfers financial risk, and
stabilizes outcomes when disruption occurs. For
executives responsible for continuity and growth, this is
not a peripheral issue. It is a balance sheet decision.

WHY THIS MATTERS

Canada’s economy is largely driven by privately held
companies. Small and medium-sized enterprises represent
over 98 percent of employer businesses, many of which
rely heavily on a small number of owners or key leaders.

That concentration creates exposure. The loss of a founder,
partner, or senior executive can disrupt operations,
weaken lender confidence, and create immediate

liquidity challenges. Without planning, businesses

may be forced to sell assets, take on debt, or navigate
ownership disputes at precisely the wrong time.

At the same time, the broader insurance market in Canada
continues to emphasize proactive risk management.

Insurers are increasingly assessing businesses based on
their ability to identify and mitigate risk before loss occurs.

The implication is clear. Organizations that treat insurance
as a strategic function are better positioned to secure
favourable terms, maintain stability, and sustain growth.

FROM PROTECTION TO FINANCIAL
STRATEGY

Modern commercial life insurance operates on three levels.

First, it transfers risk. Insurance shifts the financial
consequences of unexpected events away from the
organization. This allows leadership teams to protect
earnings and maintain operational continuity.

Second, it creates liquidity. When a triggering event occurs,
life insurance provides immediate capital without requiring
the liquidation of assets or disruption of operations.

Third, it supports strategic planning. In Canada, certain
structures such as corporate-owned life insurance
(COLI) allow businesses to accumulate value and
distribute proceeds in a tax-efficient manner through
mechanisms like the Capital Dividend Account.

This combination makes life insurance uniquely
positioned within corporate finance. It functions
as both a safeguard and a financial asset.

APPLYING THE STRATEGY: WHERE IT
CREATES VALUE

1. Protecting Human Capital

Key person risk remains one of the most underestimated
exposures in Canadian businesses. When critical
individuals drive revenue, relationships, or decision-
making, their loss carries direct financial consequences.

Corporate-owned life insurance provides the capital
needed to stabilize operations, recruit replacements,
and maintain stakeholder confidence. It ensures that
a leadership gap does not become a financial crisis.

2. Securing Ownership Continuity

Ownership transition is a defining risk for privately
held companies. A partner’s death can introduce
uncertainty, disputes, and liquidity pressures.

Buy-sell agreements funded by life insurance address
this directly. They establish a clear process for



ownership transfer and provide the funds required
to execute it. This ensures that surviving partners
retain control while families receive fair value.

In practice, this structure protects both the business and
its stakeholders from forced decisions under pressure.

3. Strengthening Financial Positioning

Corporate-owned life insurance offers
additional strategic advantages in Canada.

Policies can:

e Build tax-deferred cash value within the corporation
e Provide tax-free death benefits

e Support succession and estate planning

These features allow organizations to manage
retained earnings more efficiently while
maintaining access to liquidity when needed.

For CFOs, this positions life insurance as part of capital
allocation strategy rather than a standalone expense.

4. Competing for Talent

The Canadian labour market has shifted. Benefits are no
longer optional. They are a competitive requirement.

Group life insurance and broader benefits programs
play a measurable role in attraction and retention.
Nearly 90 percent of employees consider benefits
important when choosing an employer, and strong
programs significantly reduce turnover.

For organizations managing talent risk, benefits directly

impact performance, productivity, and long-term growth.

THE STRATEGIC IMPERATIVE

The role of insurance in Canada extends beyond
individual companies. The industry itself supports
economic stability by absorbing risk and enabling
businesses to operate with confidence.

At the enterprise level, the principle is the
same. Insurance allows organizations to transfer
uncertainty and focus on execution.

What differentiates leading organizations is not whether
they carry insurance. It is how intentionally they structure it.

A reactive approach treats insurance as a
compliance requirement. A strategic approach
integrates it into enterprise risk management,
financial planning, and succession design.

CONCLUSION

Risk is inevitable. The real question is whether it is planned
for.

Commercial life insurance helps businesses manage
key risks such as leadership loss, ownership transitions,
and liquidity challenges. When structured strategically,
it supports continuity, protects business value, and
strengthens long-term financial stability.

In an increasingly competitive and uncertain environment,
resilient organizations take a proactive approach. They
integrate life insurance into broader risk management

and financial planning, ensuring that a single unexpected
event does not derail the future of the business.

If you have questions specific to your business, or would like additional information,
please reach out to your Navacord Insurance Services Alberta Inc. Advisor.
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