
Key Planning StrategieS  
for BuSineSS ownerS

RBC Dominion Securities Inc.

OPCO (Active Business Income) HOLDCO (Investment Income)

LOwer Tax raTes

The first $500,000 of Active Business 
Income (ABI) is only taxed at 11-19% 
(varies by province) due to the Small 
Business Deduction. ABI over $500,000 
is taxed at 26-31%, which is still lower 
than top personal tax rates of 45-54%.*

CreDiTOr PrOTeCTiOn

Investment income earned in a Holdco 
is taxed at a higher rate (50-55%). 
However, Holdco assets are generally 
protected from Opco creditors. 
Therefore, you may be able to protect 
surplus assets in your Opco without 
making a taxable withdrawal.

inDiviDuaL PensiOn 
PLan (iPP)
n   Enables greater 

contributions than an 
RRSP

n   Tax-deductible to your 
Opco

n   Potentially large 
tax-deductible past-
service contribution 
upon set-up

n   Top-up contributions 
when annual returns 
fall below 7.5%

n    Creditor protected

esTaTe Freeze

n   Limits owner’s taxes 
when estate settled

n   During lifetime, shares 
frozen in value

n   Future business 
growth accrues to next 
generation

n    Enables $824,176 
capital gains 
exemption to be 
multiplied

 n   Allows Opco to pay 
dividends to adult 
family members with 
lower tax rates

Tax-exemPT 
insuranCe

n   Investing through 
insurance policy 
shelters Holdco 
income from higher 
taxes

n   Insurance proceeds 
paid tax-free at death

n   Potentially fund  
capital gains taxes,  
buy/sell arrangements, 
survivor income or 
beneficiary equaliza-
tion
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* The small business deduction (SBD) limit is $500,000 in all provinces and territories except for Manitoba and Nova 
Scotia. Note that as of January 1, 2016, the SBD limit threshold in Manitoba is $450,000, while for Nova Scotia it is 
$350,000. Therefore, a different tax rate applies to income between $350,000 and $500,000 in these provinces.


