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Should you incorporate your business? 
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Tax deferral - corporation eligible for the small 
business deduction pays tax at about 25% on its first 
$200,000 of taxable income. The remaining tax, 
which is paid by the shareholders upon receipt of 
dividends from the corporation, is deferred until 
dividends are paid. When dividends are paid the 
balance of the tax is levied on the Shareholder.�

Limited Liability - liability protection is generally the 
main non-tax reason to incorporate, and is the main 
motivation for most incorporations to take place. 
While a sole proprietor or partner in a general 
partnership has unlimited liability to creditors of the 
business, shareholders of a corporation have no 
such risk. Without the protection of limited liability 
most entrepreneurs would not take the risks of going 
into business. 

�

Capital Gains Exemption - the other main tax 
advantage to incorporation of a small business is the 
ability to claim the $500,000 capital gains exemption 
on a sale of the business.�

Directors Liability - while shareholders have limited 
liability, directors of a corporation are subject to 
various liabilities. These include liabilities for 
unremitted source deductions, unremitted P.S.T and 
G.S.T. and certain environmental liabilities.  This 
means you as an owner of a small corporation will 
be responsible! 

�

%�	�
������������������������������
�������
���
�����������
���'�����������������
������

����
�� ��������� ��� 	
��� ����� ��� ��������� ��
���� ��� ���� ��(� ��� ��� �����
���� ���

�������
�	
�����������������	
������������������������	����������
��������)���� ���

����������'�������
�������*���
����������
��
��
�����	�
������
���������������������
�������������������������������
�����
�������������
��
�������
����
�����������

+�����,
������

�
�

���	���������	�����������	������	�����	�����������������	�����

�

 ��������	��!���������!� ����	����!��

 


