
Bare trusts and life insurance

Bare trusts separate legal and beneficial ownership, with the trustee acting only on the
beneficiaries’ instructions. They are commonly used for real estate, privacy, and probate
planning, and are ignored for tax purposes. Beneficiaries report income and gains directly.
Beginning in 2026, however, bare trustees will have new reporting obligations, including
obtaining a TIN and filing a T3 or Schedule 15. While formal trusts have long been used to
own life insurance, bare trusts are increasingly being used in leveraged insurance
arrangements, which introduces underwriting challenges (insurable interest, undisclosed
beneficiaries), anti‑money‑laundering risks (opaque ownership), potential investor-owned
policies, and complex tax‑reporting issues when beneficial ownership or tax residency
changes.
 
Because insurers must track beneficial owners to meet underwriting, AML, and tax
obligations, undisclosed or shifting beneficiaries can compromise compliance and proper
reporting of policy gains and adjusted cost basis. These risks are heightened in aggressive
planning where the GAAR or reportable transaction rules may apply. Advisors should
understand the purpose of the trust, ensure full disclosure of beneficial owners to the
issuing life insurance company, monitor changes in beneficial ownership, and document
concerns. Some insurers may amend contracts to require reporting of beneficiary changes,
and at least one reinsurer will not reinsure policies held through bare trusts.

calu@calu.com www.calu.com linkedin.com/company/calucanada @calucanada

The Conference for Advanced Life Underwriting 600-170 Laurier Ave W. Ottawa, ON 613-505-9632

July 22, 2026


	July 22, 2026
	Bare trusts and life insurance
	Bare trusts separate legal and beneficial ownership, with the trustee acting only on the beneficiaries’ instructions. They are commonly used for real estate, privacy, and probate planning, and are ignored for tax purposes. Beneficiaries report income and gains directly. Beginning in 2026, however, bare trustees will have new reporting obligations, including obtaining a TIN and filing a T3 or Schedule 15. While formal trusts have long been used to own life insurance, bare trusts are increasingly being used in leveraged insurance arrangements, which introduces underwriting challenges (insurable interest, undisclosed beneficiaries), anti‑money‑laundering risks (opaque ownership), potential investor-owned policies, and complex tax‑reporting issues when beneficial ownership or tax residency changes.
	Because insurers must track beneficial owners to meet underwriting, AML, and tax obligations, undisclosed or shifting beneficiaries can compromise compliance and proper reporting of policy gains and adjusted cost basis. These risks are heightened in aggressive planning where the GAAR or reportable transaction rules may apply. Advisors should understand the purpose of the trust, ensure full disclosure of beneficial owners to the issuing life insurance company, monitor changes in beneficial ownership, and document concerns. Some insurers may amend contracts to require reporting of beneficiary changes, and at least one reinsurer will not reinsure policies held through bare trusts.
	The Conference for Advanced Life Underwriting



