
 
The New Alberta Unlimited 

Liability Corporations 
 

On May 17, 2005, the Business Corporations Act (Alberta) (the “ABCA”) was amended to permit the incorporation of 
unlimited liability corporations (“ULCs”) in Alberta. 

An Alberta ULC (an “ABULC”) is a corporation whose shareholders have unlimited liability for any liability, act or 
default of the corporation.  The liability of the shareholders is joint and several in nature, making an ABULC more like a 
partnership than a conventional corporation.  This is a significant departure from a conventional or limited liability 
corporation, whose shareholders are not generally liable for its obligations. 

Until this amendment to the ABCA became effective, the only other jurisdiction in Canada to provide for ULCs was Nova 
Scotia. 

Why Use a ULC? 

When it was discovered a number of years ago that ULCs’ partnership-like characteristics created certain advantages 
under U.S. tax law for U.S. residents who own investments in Canada, many U.S. resident corporations and other entities 
began to use Nova Scotia ULCs (known as “NSULCs”) to invest or do business in Canada.  

NSULCs are generally treated as “hybrid” entities for Canada–U.S. tax planning purposes.  That is, they are generally 
subject to taxation in Canada on the same basis as any other Canadian corporation, but under U.S. income tax law they are 
treated for many purposes as partnerships or “disregarded” entities.  This allows for the “flow-through” of certain income 
and expenses to U.S. shareholders, thus avoiding some of the double taxation that would otherwise have existed and 
simplifying various aspects of doing business in Canada from a U.S. point of view.  It is anticipated that ABULCs and 
NSULCs will be treated in the same fashion for U.S. taxation purposes. 

Creation of ABULCs and Shareholder Liability 

Under the new legislation, an ABULC may be incorporated in Alberta or may be continued into Alberta from another 
jurisdiction.  An existing Alberta limited liability corporation may also be converted into an ABULC either by amending 
its articles or by amalgamating. 

The liability of the shareholders of an ABULC continues to be unlimited and joint and several for all actions that are 
commenced before the dissolution of the ABULC and for all actions brought within two years of its dissolution.  Any 
shareholder, including a past shareholder, may be held responsible for the full amount of any claim against the ABULC 
that originated before the dissolution, regardless of the amount received by the shareholder on the distribution of the 
ABULC’s assets. 

However, even though the shareholders of an ABULC are jointly and severally liable for any liability, act or default of the 
ABULC, depending on the facts and circumstances, this liability can be avoided by interposing an appropriate limited 
liability entity, such as a U.S. “C-Corporation” or “S-Corporation” or a limited partnership, between the ABULC and the 
U.S. resident.  The determination of which type of limited liability entity to interpose between the ULC and the U.S. 
resident requires careful tax planning. 
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Advantages of ABULCs over NSULCs 

There are a number of advantages to incorporating an ABULC rather than an NSULC.  The most immediate
advantage is that the government filing fee for incorporating an ABULC is the same as that for an Alberta limited
liability corporation, namely $100 plus GST, with no annual renewal fee.  In Nova Scotia, the filing fees for
incorporating an NSULC are currently $6,000, with an annual renewal fee of $2,000. 

In addition, under the ABCA, both long-form amalgamations and short-form amalgamations are permitted, and there
is no court approval required in either case.  In Nova Scotia, amalgamations must be long-form and be approved by
the court, adding costs and potentially delaying time sensitive transactions.  

Further, the ABCA permits a corporation to declare dividends if the board of directors has reasonable grounds for
believing that the liquidity and solvency tests set out in the ABCA have been met.  Dividends declared by a Nova
Scotia company, on the other hand, must only be paid out of the company’s “profits”. 

Finally, unlike Nova Scotia’s Companies Act, which is based on the antiquated U.K. Companies Act, the ABCA is a
modern corporate statute that incorporates many of the best corporate law practices of the U.S. and Canada.  This
means that corporate law instincts developed elsewhere can generally be relied upon when dealing with an ABULC.
Experience has shown that this helps to reduce legal costs. 

Conclusion 

The new legislation permitting ABULCs provides U.S. residents who carry on business in Canada with a more
practical and less costly tax planning mechanism, and should facilitate cross-border transactions with U.S. residents.

 

Gowlings is one of Canada’s leading national law firms, with over 700 professionals located in Canada’s major
commercial centres.  We have assisted many clients with structuring their corporations to best suit their unique
needs.  Please contact either your Gowlings lawyer or one of the professionals listed below to discuss whether an
ABULC may be relevant to your business. 

Tom Cumming   (403) 298-1938   tom.cumming@gowlings.com 
Jeffrey E. Dyck  (403) 298-1052   jeffrey.dyck@gowlings.com  
Brian J. Hughson (403) 292-9814   brian.hughson@gowlings.com  
John N. Iredale, Q.C.  (403) 298-1850   john.iredale@gowlings.com 
Alan Jochelson,   (403) 298-1837   alan.jochelson@gowlings.com  
Robert D. McCue (403) 298-1070   robert.mccue@gowlings.com 
Alan Rautenberg (403) 298-1857   alan.rautenberg@gowlings.com 
 
www.gowlings.com 
 
This publication contains material of general interest only and is not intended to provide legal advice or to replace
consultation with a legal professional on any particular matter. 
 
 

 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /FRA <>
    /ENU (Use these settings to create PDF documents with higher image resolution for improved printing quality. The PDF documents can be opened with Acrobat and Reader 5.0 and later.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


