
 
 

Income Splitting: 

Example – “Excluded Share” exclusion not available to common structures 

 

 

25% 

Conclusion: New income sprinkling 

rules do not apply.  Dividends can 

be paid to Spouse B. 

Conclusion: New income sprinkling 

rules apply.  Dividends paid to 

Spouse B are subject to Tax on Split 

Income at the highest marginal tax 

rate. 



 

Conclusion: Three common structures that exist for both tax and non-tax reasons (i.e. 

creditor protection, estate planning, etc.) have vastly different results.  Any level of 

complexity introduced to the structure will result in the Exclusions provided for in the 

legislation not being available to specified individuals. 

  

 

100% 

Conclusion: New income sprinkling 

rules apply. Dividends paid to 

Spouse B through the trust are 

subject to Tax on Split Income at 

the highest marginal tax rate. 



 
Example – Excluded Business – Application to Multiple Businesses

 

 

 

 

 

 

 

 

 

 

 

 

Conclusion: New income sprinkling 

introduce significant 

administrative complexity that 

may not be possible to manage in 

ordinary business settings.  It may 

be impossible to trace source of 

funds that Spouse B receives as 

dividends.  If this isn’t possible, 

dividends to Spouse B will be 

subject to the Tax on Split Income. 



 
Example – Excluded Shares – Bias against Services Businesses

 

 

 

 

Conclusion: Significantly different results are applicable to two similar small businesses.  

Given that 78% of Canadian small businesses are in the service sector, it is unclear why this 

exclusion should not be available to services businesses. 

 

 

Conclusion: New income sprinkling 

rules apply. Dividends paid to 

Spouse B are subject to Tax on Split 

Income. 

Conclusion: New income sprinkling 

rules do not apply. Dividends can 

be paid to Spouse B. 



 

 


