
Faster policy growth 
The additional deposit option advantage

The additional deposit option (ADO) offers a way for your clients to help boost their 
insurance payout and policy cash values faster than a participating life insurance (par) 
policy without it. ADO purchases additional insurance coverage, providing added 
flexibility that further aligns with your clients’ changing needs – for life as they know  
it – and gives you a more competitive feature to offer clients.

What is ADO? 
It’s an option your clients can add to 
their par policy that lets them make 
additional premium payments (either 
monthly or yearly). These deposits 
immediately buy paid-up additional 
coverage.

Your client decides how much they 
want to deposit at a time, however, 
there are minimum and maximum 
payment amounts. 

For full details on how ADO works,  
see the Participating life insurance 
advisor guide.

Why would clients add ADO to their policy? 
• Larger payout: Clients can grow their payout (death benefit), which may help them 

leave a larger legacy. 

• Increased cash value: ADO gives clients higher cash values, compared to a policy 
without ADO. If clients need access to money, they can cancel some of their paid-
up additional coverage for cash, or take a policy loan. Clients may have to report 
taxable income on any withdrawn or borrowed amounts. However, if clients have 
an existing policy loan, or ask for a new policy loan, they won’t be able to make ADO 
payments. Once the policy loan and loan interest are re-paid, they can resume their 
ADO premium payments. 

• Higher internal rate of return (IRR): ADO may give clients a higher return (IRR) on 
their premium payments, including an earlier break-even point (when the policy’s 
total cash value equals total premiums paid). 

• Premium flexibility: It offers an unlimited start-and-stop period. We may limit the 
amount a client may pay in future years. In addition, clients can continue to make 
ADO payments after the premium payment duration ends. For more details and 
conditions, see the Participating life insurance advisor guide. 

• Premium offset flexibility: Clients may be able to stop out-of-pocket premium 
payments sooner using premium offset. ADO can also reduce sensitivity to dividend 
scale reductions, which means less risk of premium offset failure. However, if the 
policy is on premium offset, the client won’t be able to make ADO payments.  
If premium offset is terminated, the client can resume their ADO payments.

The ADO advantage: 
Sample case 
Whether your client contributes a little, 
or the maximum, this chart shows 
how ADO can give them extra value 
for their money. And they don’t have 
to contribute the maximum amount, 
either, to reap those benefits. 

Assumptions (individual results will vary):

•  Insured person: Individual 50-year-old 
male, non-smoker

•  Product: Delayed value, 20-pay
•  Premium payments: $25,000 per year for  

20 years
•  2021 dividend scale
•  Illustrated values include total non- 

guaranteed values (dividends aren’t  
guaranteed)

No ADO 60%  ADO Max ADO

Total annual premium  
payment

$25,000 $25,000 
($7,619 is ADO) 

$25,000 
($12,698 is ADO)

Initial guaranteed 
insurance payout

$671,682 $466,980 $330,513

Earliest premium offset  
(policy years)

16 11 8 

Break-even year  
(assuming no premium 
offset)*

22 20 17 

Total cash value at age 70 $420,642 $518,583 $583,878

Return on before-tax  
total cash value at age 70

-1.67% 0.35% 1.45%

Total payout at age 85 $1,468,579 $1,502,339 $1,524,846

Return on death at age 85 4.2% 4.29% 4.35%

*The break-even year is the first time when a policy’s cash value exceeds the total premium payments made toward the policy. 
Early value products deliver an earlier break-even point than delayed value.



Cash value comparison: Years 1-25
When your client adds ADO, cash values grow more quickly, particularly in the policy’s early years.

Assumptions (individual results will vary):
• Insured person: Individual 50-year-old male, non-smoker 
• Product: Delayed value, 20-pay 
• Total premium payments: $25,000 per year for 20 years 
• 2021 dividend scale 
• Illustrated values include total non-guaranteed values (dividends aren’t guaranteed) 

Which clients could benefit the most from ADO? 
ADO may be a good option for clients who: 

• Have extra cash available, or variable or increasing income, and want added 
premium payment flexibility 

• Want to maximize their estate transfer in a tax-efficient way 

• May have already maxed out their RRSP and TFSA and want another way to 
grow and build their cash value tax-free (while inside the policy, subject to 
government limits)

• Want to purchase a delayed value product and are looking to boost  
non-guaranteed cash values in the policy’s early years (1-15)

The above examples are for illustrative purposes only. Situations will vary 
according to specific circumstances.

Statements regarding tax are based on current Canadian tax law, for tax residents 
of Canada, and both the law and its interpretation are subject to change.

For more 
information 
Talk to your insurance sales 
partners or learn more in the 
Participating life insurance 
advisor guide.

Canada Life and design are trademarks of The Canada Life Assurance Company.
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Cash value comparison: Years 1-25 
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60% ADO
No ADO
Cumulative
premiums paid

Max ADO

Max ADO
Break-even

Year 17

No ADO
Break-even

Year 22

60% ADO
Break-even

Year 20
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