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| am separated from my spouse of 20 years. |
have a company. The company has retained
earnings. My spouse is looking to add my
company's retained earnings to my income
for support purposes. Is this possible?

A

We have a lot of experience with this. Yes, it is
possible, Retained eamings are essentially  an
accumulation of undistributed profits generated by
a company. If you are going through a separation,
and vou are a shareholder in a company with retaimed
carnings, then it might be questioned whether there
is a legitimate reason for the eamings to be retained
by the company, and not paid out w the sharcholder!
payor as income for determining suppon obligations,
There can be perfectly legitimate reasons for a
company to have retained earnings. For instance:
I 1l the company has to save Tor capital purchases
related to the conduct of its business periodically, or
2} if the company needs to have a certain liquidity
on itz “books” in order 1o meetl covenants with its
bank, or 31 thers is more than one shareholder,
and the sharcholder/pavor does not have absolute
discretion 1o distribute the retained earnings, or 4)
the company has a consistent history of mamtaning
retamned carnings, and 1t is not a sitwation that arose
only after separation. However, if it can be shown
that the company merely has retained earnings as
a tax savings shelter for its shareholder who is the
perceived support pavor i oa family law maiter,
then some or all of those retained earnings may be
added o the income of the shareholder/payor for the
purposes of determining support obligations, These
are issues that generally require the assistance of
an expert business valuator. We are a full service
firm that does a lot of family law, We are happy o
] meet vou for a free consultation about your matter
at one of our three offices. including 5 Guelph
El_"-c‘:; Street, Georgetown, in the Lounsbiury Life & Group
Insurance Benefits building, Have a great weekend,
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CELEBRATE WORLD WATERCOLOUR DAY
WITH LOCAL ARTIST AT THE WILLIAMS MILL

Kathryn Boyle/Matroland

The public is invited to celebrate World Watercolour Day with Marlene Madole
at her gallery open house at the Williams Mill this npcoming Friday and
Saturday. The event will be taking place Nov. 24 and 25 from 11 a.m. to 6 p.m.
Madole is celebrating 20 vears as a member of the Canadian Society of Painters
in Water Colour.
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