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Provincial vs. federal incorporation

How to choose the right home for your company when you incorporate.
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When you decide to incorporate a business in Canada, one of the first real decisions is whether to
incorporate provincially, in Ontario, or federally. Both create a real corporation with limited liability.
The difference is in where your corporation "lives" and how it operates across the country. Here is
how to think about it without the jargon.

The short version

For most small Ontario businesses that operate mainly in Ontario, Ontario incorporation is simpler and
usually enough. Federal incorporation makes more sense if you expect to operate across several
provinces or you care about protecting your business name nationally. Neither is automatically better.
It depends on where you are headed.

What Ontario incorporation gives you

You incorporate under Ontario's business corporations legislation. Your corporation is created in
Ontario and is set up to do business here.

Advantages:
e Straightforward if your customers, operations, and staff are mostly in Ontario.

e One level of government for your corporate filings.

e Generally simpler ongoing maintenance for a purely local business.
Things to keep in mind:

e Your business hame is protected in Ontario, but not automatically in other provinces.

e |f you later expand into other provinces, you will usually have to register there as an extra-
provincial corporation anyway.

What federal incorporation gives you

You incorporate under the federal corporations legislation. Your corporation is recognized across
Canada, which matters more if you operate, or plan to operate, in more than one province.

Advantages:
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e Stronger name protection. A federal incorporation involves a national hame search, and your name
gets a higher level of protection across the country. If your brand matters and you do not want
someone in another province using a confusingly similar name, this is a real point in favour.

e A national footing. Some businesses simply prefer being federally incorporated, and it can read
well to partners and investors.

e Easier to present yourself as a national business if you genuinely operate that way.
Things to keep in mind:

e Federal incorporation does not get you out of provincial registration. A federally incorporated
company that does business in Ontario still has to register here. So you can end up dealing with
both levels.

e There are additional federal filing requirements to stay in good standing.

e Registering in each province you operate in has its own cost and complexity. A federal corporation
still has to register extra-provincially in every province where it carries on business, and each of
those registrations carries its own fees and requirements. If you expand beyond Ontario, some
provinces require a local agent or attorney for service, and your Ontario lawyer may need to retain
counsel in that province to complete the registration. Those added fees and the out-of-province
legal work are a real part of the cost of operating federally across the country, and they are easy
to overlook when you are only thinking about the incorporation itself.

e |t is not automatically cheaper or simpler. For a one-province business, it can be the opposite.

The factors that actually drive the decision
Forget the marketing. In practice, the answer usually turns on a few honest questions:

e Where will you actually do business? One province now and for the foreseeable future points
toward provincial. Multiple provinces, or a clear plan to expand, points toward federal.

e How much does your name matter? If your brand is central and you want the strongest reasonable
name protection nationally, federal has an edge.

e How much administrative complexity are you willing to carry? Federal plus extra-provincial
registration is more moving parts than a single Ontario incorporation.

e What do your investors, lenders, or partners expect? Sometimes the people you are dealing with
have a preference, and it is worth knowing it early.

A few things people get wrong

e "Federal means | do not have to register provincially." Not true. If you operate in Ontario, you
generally still register here.

e "Incorporating protects my name everywhere." Provincial incorporation protects your name in that
province. Even federal name protection is not the same thing as a trademark. If your brand is
genuinely valuable, the way to protect the brand itself across Canada is to look at registering a
trademark, which is a separate process from incorporating. Talk about that as its own question.
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e "I should incorporate federally just in case." Maybe, but "just in case" carries ongoing cost and
admin. Incorporate for the business you are actually building, and remember you can expand or
restructure later. Starting provincial and going federal later is a normal, reasonable path.

Bottom line

There is no universally right answer. A local Ontario service business and a tech company planning to
sell across Canada should not make the same choice. The decision interacts with your name strategy,
your expansion plans, your tax setup, and how much administration you want to carry. Before you
file, it is worth a short conversation to match the structure to where the business is actually going,
because changing it later is more work than getting it right the first time.

This is general information about incorporation in Ontario and Canada, not legal or tax advice for your business. The right
structure depends on your specific plans, and tax considerations often matter as much as the legal ones. Talk to us, and to
your accountant, before you incorporate.

Questions about your own situation? Book a free consultation at lucianolegal.com/contact.html, call
647-479-4585, or email info@lucianolegal.com.

The information on this website is provided for general informational purposes only and is not legal advice. Viewing
this site or contacting Luciano Legal does not create a solicitor-client relationship; that relationship begins only when
we agree in writing to act for you. The lawyers at Luciano Legal are licensed by the Law Society of Ontario.

The current version of this guide is at lucianolegal.com/resources/articles/provincial-vs-federal-incorporation.html.
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