
the practice
The Story Continues ...

If you look back at our past issues of ‘the practice’, you will find that we
established our practice on January 7, 1970.

On January 1, 2010, after 40 years of practice, our partnership became Pettitt
Schwarz Professional Corporation, with three partners; Bob Pettitt, Bill Schwarz and
Carly Hills.

A few words about Carly.

“I grew up in Mississauga, attended York University for an
undergraduate degree and graduated from the University of
New Brunswick with a law degree in 2006.

I moved to Cambridge in 2009, making this my new home.

Living in Cambridge provides the small town feel that I
have been looking for with the amenities that accompany a
larger population and proximity to Toronto and other larger
cities.

Living in Cambridge also gives me the bonus of being a  lot
closer  to  my  family in  Mississauga and Vaughan.”

Carly has the integrity, decency, compassion, wisdom, courage, innovation and
idealism that Bob and Bill have always exhibited, and used, in their practice of law.

The furriest new addition

to Cambridge is Carly’s

‘Henry’ who has appropriately

posed for his portrait.

A young lawyer, defending a businessman in a lawsuit, feared the worst.

He asked a senior partner whether he ought to send the judge a box of

Havana cigars. The judge is an ‘honourable’ man, the horrified partner

exclaimed. If you do, I guarantee you’ll lose the case! The judge

eventually ruled in ‘favour‘ of the young lawyer’s client. ‘Aren’t you glad

you didn’t send those cigars?’ the senior partner asked. ‘I did send them’

the lawyer said. I just enclosed the opposition’s business card.

Discourage litigation. Persuade
your neighbors to compromise
whenever you can. As a
peacemaker the lawyer has
superior opportunity of being
a good [person]. There will
still be business enough.

Abraham Lincoln

The good lawyer is not the

[person] who has an eye to

every side and angle of

contingency, and qualifies all his

quali fications, but who throws

himself on your part so heartily,

that he can get you out  of a

scrape.

Ralph Waldo Emerson

To me, a lawyer is basically the

person that knows the rules of

the country. We're all throwing

dice, playing the game, moving

our pieces around the board,

but if there is a problem, the

lawyer is the only person who

has read the inside top of the

box. 

Jerry Sein feld
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Should you incorporate your small business?

When a business is started, it can be structured as a proprietorship, partnership, or corporation. 

PROPRIETORSHIP

A sole proprietorship is one person
operating a business. The income of the
business is taxed in the hands of the owner,
at personal tax rates.

Advantages of proprietorship:
� Setting up business in the form of a

proprietorship is simple and
inexpensive.

� Proprietorships are less regulated than
corporations, however, proprietorships
are regulated by the provincial/territorial
governments, and may have to be
registered.

Disadvantages of a proprietorship:
� Unlimited liability.  The proprietor is

liable for all debts and liabilities of the
business.  If the business is sued, all the
assets of the owner are at risk.

� If the business is profitable, it will
usually be paying higher taxes than if it
was incorporated. 

� A proprietorship has a lack of
permanence - if the owner dies, the net
business assets pass to the heirs, but
valuable leases and contracts may not.

PARTNERSHIP 

A partnership is also an unincorporated business, similar to a proprietorship,
except two or more entities are partners in the business.  For partners who are
individuals, partnership income is taxed at personal income tax rates. 

Advantages of partnership: 
� The setup costs of a partnership are low.
� A partnership is less regulated than a corporation.  A partnership

agreement should be drawn up to outline the terms of the partnership,
what happens in the event of dissolution, and what happens in the event
of disagreements among partners.

Disadvantages of a partnership: 
� Unlimited liability.  The partners are jointly liable for all debts and other

liabilities of the business.  If the business is sued, all the assets of the
partners are at risk.  

� Decisions must be made jointly.
� If the business is profitable, it will usually be paying higher taxes than if

it was incorporated.  
� The death or retirement of a partner will not end the partner's liability for

debts and obligations of the partnership that were incurred prior to the
death or retirement.  Also, if a partner retires and does not make the
retirement publicly known, he/she could still be held liable for
obligations incurred after the retirement.

CORPORATION

A corporation is a separate legal entity, which is formed by application to either the federal or
provincial government. 

Advantages of incorporation: 
� The liability of the shareholders is usually limited to the amount invested in their shares in the

corporation. The personal assets of the shareholders are protected from lawsuits against the
corporation.  

� A much lower rate of federal tax due to the small business deduction.
� A $750,000 capital gains deduction can be claimed on the sale of shares of a qualifying

corporation.
� perception of permanence.
� estate planning flexibility.
� tax (probate) flexibility.
� Private Health Service Plans can be used to provide tax-free benefits to employees.

Disadvantages of incorporation: 
� Incorporation is the business structure with the highest setup and administrative costs.
� Incorporation is a more complicated business structure. 
� Business losses cannot be written off against other income of the owners (shareholders).
� More administrative work is required; annual reports and corporate tax returns.

Generally, the higher the net

income of your small business,

the more advantageous it is to

incorporate. 

Each type of business entity

has its advantages and

disadvantages.  It is highly

r e c o mm e n d e d t o  s ee k

professional advice to assist in

your decision-making, and in the

setting up of your business

structure. 

Learn what you need to know about starting and running a business in Ontario.
Talk to Bill, Carly or Bob at ‘Contact Us’       pettittschwarz.com
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