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On an overall basis:

•	 Canada has a stable government and currency.

•	 The standard of living is high.

•	 The Canadian workforce is highly skilled and 
educated.

•	 Canada is one of the world’s major trading 
nations.

•	 Natural resources are extensive.

•	 Transportation is well developed.

•	 Inflation	has	been	nominal.

Characteristics of Canada’s business 
environment include:

•	 A free market and private enterprise 
predominate.

•	 Government incentives are available, especially 
in less-developed regions.

•	 Corporate formation is simple and inexpensive.

•	 Corporate income tax rates have declined.

•	 Canada’s capital markets rank among the largest 
and most active in the world.

•	 Many industries formerly under government 
control have been deregulated and privatized. 

•	 The recent global economic downturn started 
later in Canada than in other countries and its 
effect has been more moderate than elsewhere.

•	 Canadian	financial	institutions	have	been	
acknowledged as being among the most 
financially	sound	in	the	world,	which	was	
particularly evident during the recent global 
economic downturn. (The World Economic 
Forum ranked Canada’s banking system as the 
most sound in the world from 2008 to 2011.)

Foreign investors should be aware that: 

•	 There is an open attitude towards foreign direct 
investment – it is welcomed! 

•	 Most industries are open to foreign investment.

•	 The acquisition of a Canadian business by a non-
Canadian	may	require	notification	to	Investment	
Canada or approval under the Investment 
Canada Act.

•	 Proof	of	economic	benefit	to	Canada	is	required	
for large takeovers.

•	 All forms of business entities are available to 
foreigners.

•	 Foreign branches and subsidiaries may qualify for 
federal and provincial incentive programs.

•	 There are no foreign exchange controls.

•	 There are no restrictions imposed on repatriation 
of capital or earnings.

•	 Canada has an open economy with relatively few 
import restrictions. 

•	 No special rules apply for computation of taxable 
income or tax payable by non-residents.

•	 Relief from double taxation is available to 
residents and non-residents.

•	 Special concessions may be available for 
foreigners working in Canada, including 
eligibility	for	social	security	benefits.

Some key foreign investor considerations

Part I Overview



History

In the early 17th century Canada was settled by 
the French and English. A North American rivalry 
between them ensued, culminating in control 
passing into British hands in 1763. Canada became 
a separate nation on July 1, 1867, but remains an 
active member of the British Commonwealth.

Climate 

Canada’s climate is diverse, with temperatures 
ranging from moderate to extremely cold, 
depending on the season and the region.

Mineral and energy resources

Canada is the world’s leading producer of potash 
and is a major producer of uranium, aluminum, 
cobalt, gypsum, molybdenum, nickel, platinum 
group metals, salt, titanium concentrate, tungsten 
and zinc. Its major energy sources are natural gas, 
oil, coal and hydro-electricity. 

Population and social patterns

The population of Canada was approximately 
34,482,800 as of July 1, 2011. It is a highly multi-
cultural country.

Language  

English	and	French	are	the	official	languages	of	
Canada. In 2006 French was the mother tongue for 
22% of the population, the majority of which were 
concentrated in Quebec. English is in general use 
in most of the rest of Canada. Other predominant 
languages include Chinese, Italian, German and 
Punjabi.

Education

Canadians have a legal obligation to send their 
children to school, generally from the age of 6, until 
they reach the minimum age for leaving school, 
which ranges from 15 to 17. Education is available 
equally to all residents of Canada. Post-secondary 
school tuition fees are higher for foreign students.

Living standards

Canadians enjoy a standard of living that is among 
the highest in the world. In 2006, about 68% of 
Canadian dwellings were occupant-owned. Canada 
also ranks high in the percentage of households 
owning other durable goods, such as household 
appliances and electronics. 

Geography

Canada comprises just under 10 million square 
kilometres (3.8 million square miles) making it 
the largest country in the western hemisphere and 
the second largest in the world (after Russia). It is 
divided into ten provinces and three territories.

Some key foreign investor considerations Geography and demography

Major urban centers and their industrial sectors
 
Table 1: Most populous urban centers (2011) and key industrial sectors

Metropolitan areas Population (In ‘000s) Key industrial sectors in regions

Toronto, Ontario 5,839 Manufacturing, finance 

Montreal, Quebec 3,909 Manufacturing

Vancouver, British Columbia 2,420 Forestry, mining

Ottawa, Ontario and Gatineau, Quebec 1,259 Manufacturing

Calgary, Alberta 1,265 Oil and gas production

Source: Adapted from Statistics Canada website http://www40.statcan.gc.ca/l01/cst01/demo05a-eng.htm,  
extraction date March 13, 2012.
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Canada

USA



Canada is a parliamentary democracy and a 
constitutional monarchy. The federal and provincial 
governments are responsible to legislatures chosen 
by the electorate of each jurisdiction. Canada’s 
federal capital is in Ottawa, Ontario. The federal 
legislature, or Parliament, consists of a House 
of Commons and a Senate, with the House of 
Commons	being	the	more	influential	of	the	two	
legislative bodies. In general, the federal government 
has legislative authority over national and 
international trade and commerce, national defence, 
federal taxation, banking and currency, criminal law, 
and citizenship. Provinces have legislative authority 
over health and social services, provincial taxation, 
education, municipal government, provincial and 
municipal courts, property and certain civil rights 
and other matters of local concern. 

A large body of Canadian case law, mainly from 
English common law, embodies legal principles 
that evolved through court decisions over centuries. 
English common law is the basis of much of the 
federal, provincial and territorial law. However, civil 
law prevails for purposes of Quebec private law.

Political and legal system
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General outlook

Canada has a free-market economy, with businesses 
ranging from small owner-operated enterprises to 
multinational corporations. Key economic statistics 
follow. 

The Economy

Current 
($ billions)

Adjusted1 

($ billions)
Annual  
change (%)

GDP per capita

2009 1,529 1,193 -3.0 45,331

2010 1,625 1,234 3.4 47,606

2011 1,719 1,267 2.6 49,842

1.  Dollar values have been adjusted to a 2002 reference year using a “chained” methodology described  
in http://www.statcan.gc.ca/concepts/cf/8102792-eng.htm.

Source: Adapted from: Statistics Canada website http://www40.statcan.gc.ca/l01/cst01/econ03-eng.htm, 
extraction date March 13, 2012 and Statistics Canada publication, Gross Domestic Product by industry,  
Catalogue no. 15-001-X, December 2011, vol 25, no. 12, Table 1-3, page 15,  
http://www.statcan.gc.ca/pub/15-001-x/15-001-x2011012-eng.pdf. 

2009 2010 2011

Agriculture, forestry, fishing and hunting 28.1 28.5 29.1

Mining and oil and gas extraction 52.1 55.0 57.4

Manufacturing 150.4 158.3 162.1

Construction industries 68.0 73.5 76.5

Utilities 32.2 32.6 34.1

Transportation and warehousing 55.3 57.6 59.7

Information and cultural industries 44.8 45.2 45.9

Wholesale trade 65.3 68.8 71.0

Retail trade 72.8 75.6 76.8

Finance, insurance, real estate, renting,  
leasing, management

251.1 257.5 264.3

Professional, scientific and technical 59.6 60.0 61.6

Administrative, waste management,  
and remediation services

29.9 30.3 30.8

Public administration 73.7 75.4 76.4

Educational services 61.2 62.5 63.2

Health care and social assistance 80.9 82.8 84.5

Arts, entertainment and recreation 11.3 11.4 11.2

Accommodation and food services 26.1 26.6 27.3

Other services (except public administration) 30.4 32.3 34.7

Total – All industries 1,193.2 1,233.9 1,266.6

1.  Dollar values have been adjusted to a 2002 reference year using a “chained” methodology described  
in http://www.statcan.gc.ca/concepts/cf/8102792-eng.htm.

Source: Adapted from Statistics Canada publication, Gross Domestic Product by industry, Catalogue no. 15-001-X,  
December 2011, vol 25, no. 12 Table 1-3, page 15, http://www.statcan.gc.ca/pub/15-001-x/15-001-x2011012-eng.pdf. 

Table 2:  Gross Domestic Product (GDP), 2009-2011

Table 3:  Gross Domestic Product at Basic Prices by Industry, 2009-2011 
(In billions of adjusted 2002 dollars1) 



Foreign investment utilization

2009 2010 2011

Exports 369,343 404,834 457,553

Imports 374,081 413,833 456,369

Net balance -4,738 -8,999 1,184

Source: Adapted from Statistics Canada publication, Canadian International 
Merchandise Trade, Catalogue no. 65-001-X, January 2012, vol. 66, no. 1, Table 1-1, 
page 15, http://www.statcan.gc.ca/pub/65-001-x/65-001-x2012001-eng.pdf.

2008 2009 2010

Canadian direct investment abroad 642,026 621,181 616,689

Foreign direct investment in Canada 542,732 547,578 561,616

Source: Adapted from Statistics Canada website, http://www40.statcan.gc.ca/l01/cst01/econ08-eng.htm, 
extraction date March 13, 2012.

Manufacturing

 Primary metal 35.9

 Chemical 25.5

 Petroleum and coal 42.9

 Food and beverage 22.7

 Transport equipment 15.7

 Paper and wood products 13.9

 Computers and electrical equipment 6.9

 Other 31.9

Mining and oil and gas extraction

 Oil and gas extraction and support 78.4

 Mining 13.8

Finance and insurance 82.2

Wholesale and retail trade 51.0

Management of companies 73.9

Professional, science and technical 10.9

Other 56.0

Total – All industries 561.6

 
Source: Adapted from Statistics Canada, CANSIM Table 376-0052, International 
investment position, Canadian direct investment abroad and foreign direct investment 
in Canada, by NAICS and region, annual (dollars) via Conference Board of Canada 
(April 18, 2011).

Table 4:  Merchandise Trade, 2009-2011 
(In millions of dollars)

Table 5:  Direct Investment 2008-2010
(In millions of dollars)

Table 6:  Foreign Direct Investment in Canada by Selected Industry, 2010 
(In billions of dollars)
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Government attitude toward  
foreign investment

Canada welcomes foreign investment, but expects 
it	to	provide	identifiable	benefits	to	Canada	and	its	
citizens. Many industries are regulated to various 
degrees by federal and provincial legislation.  

Local competitor attitude toward  
foreign investment 

Canadian business is receptive to foreign 
investment. Joint ventures between Canadian 
and foreign businesses have been established for 
the development and/or manufacture of various 
products.

Labour attitude toward foreign investment

Foreign investment and management that improve 
local employment conditions are well received by 
labour. Labour tends to be receptive if the foreign 
investment creates jobs with wages and working 
conditions comparable to those in the existing 
industry in Canada.

Trade policy

Canada has traditionally pursued policies that 
support the liberalization of international trade 
through the reduction or elimination of tariff and 
non-tariff barriers. 

Taxation policy

The tax regime offers various concessions. These 
are	not	aimed	specifically	at	attracting	foreign	
investment to Canada, but are available to all who 
carry out qualifying activities.

General business and investment climate

Part II Doing Business  
in Canada 



10  |  China outbound investment guideline

Foreign investors in Canada can use all the forms 
of doing business available to domestic investors, 
including joint ventures, wholly owned corporations, 
branches,	representative	offices	and	partnerships.	

Formation procedures

Formation of a corporation in Canada is relatively 
simple and inexpensive. The detailed procedure to 
be followed depends on the jurisdiction in which the 
corporation will be incorporated, but the steps are 
generally similar throughout Canada. 

Capital structure

Generally,	only	financial	institutions,	such	as	banks	
and securities dealers, have minimum or maximum 
capital requirements. In most Canadian jurisdictions, 
including the federal jurisdiction, par-value shares 
are not permitted, and the amount added to the 
stated capital account in respect of a share generally 
must equal the value for which the share was issued. 
Shares can be issued in different classes. 

Duties of shareholders, directors and officers

The directors of a corporation are charged with the 
management of the operations of the corporation 
and have exclusive authority to appoint and remove 
the	officers,	including	the	president.	Shareholders	
are normally not liable for the debts, liabilities or 
acts of a limited liability corporation. Directors can 
be held personally liable if gross negligence or a 
breach of trust on their part can be proven. They may 
also be liable for such things as employees’ unpaid 
wages	and	the	payment	of	certain	taxes.	Officers	
derive their authority from the articles and bylaws 
of the corporation, from resolutions of directors and 
from corporate statutes.

Books and records

Generally, federal, provincial and territorial 
corporation statutes require the maintenance 
of adequate accounting records, which can 
be maintained in any form that is capable of 
reproducing the required information in paper form 
within a reasonable time. A corporation that wishes 
to keep its accounting records outside Canada 
should obtain the approval of the tax authorities. 

Statutory audit

Federal, provincial and territorial corporation laws 
generally require shareholders to appoint auditors 
to	report	on	the	corporation’s	financial	statements.	
Shareholders of private companies may be able to 
waive the requirements for an audit on an annual 
basis, if the company meets certain criteria. 

Liquidation and receivership

The rule of thumb is that a voluntary liquidation of a 
company must be authorized by a two-thirds vote of 
the shareholders cast at a special meeting convened 
for that purpose. In certain cases the federal, 
provincial or territorial government can liquidate 
companies within its jurisdiction. A receiver or a 
receiver-manager is appointed to take charge of 
corporate property to pay off the relevant liabilities, 
subject to the rights of other creditors. A receiver-
manager may carry on the corporation’s business. 

Form of foreign investment



Regulation of business

Each level of government exercises some control 
over commerce and industry in Canada, ranging 
from licensing requirements at the municipal level to 
regulation of ownership of certain companies at the 
federal level. Regulations concerned with business 
include the Investment Canada Act, which regulates 
foreign investment, and the Competition Act, which 
protects competitive markets. 

Restrictions on foreign investment 

Significant	investments	in	Canada	by	non-residents	
are reviewed under the Investment Canada Act to 
ensure the investment will contribute to Canada’s 
economic growth and employment opportunities. 
The Investment Canada Act requires a foreign 
investor to notify Industry Canada of an investment 
to establish a new Canadian business or to acquire 
control of a Canadian business within 30 days of 
the transaction. Some exemptions are available. 
Statutory restrictions apply to foreign ownership in 
certain industries. 

Industry and other corporate tax incentives

Federal, provincial and territorial governments 
offer a wide range of tax incentives. For example, 
investment tax credits are available to certain 
taxpayers	that	invest	in	qualified	property	in	specific	
regions	and	for	qualified	scientific	research	and	
experimental development carried out in Canada. 
Tax credits are also available to corporations that 
carry on qualifying manufacturing and processing 
and to qualifying corporations that produce 
qualifying	film,	television	or	video	productions.	
Federal, provincial and territorial tax credits and 
other sustainability-related incentives are also 
available for companies going green.

Personal income tax incentives

Special concessions are available in respect of 
employment at a special work site or remote 
location. The rules may exempt from tax most 
allowances received for board and lodging, as well as 
transportation between the special work site and the 
employee’s principal place of residence. 

Financial subsidies

Non-tax government programs (e.g., regional and 
industry incentives) may offer grants, favourable 
or forgivable loans, loan guarantees, guidance, 
contributions toward salaries and other forms of 
assistance. 

Regulatory environment

Incentives and concessions
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Administration framework

There is no foreign exchange administrative body in 
Canada.	No	specific	types	of	currency	accounts	are	
required of foreign investors or traders. 

Foreign exchange controls 

Canada imposes no exchange controls and no special 
exchange	rates	apply	to	specific	transactions.

Repatriation of capital and earnings 

Repatriation of capital or earnings of a Canadian 
business to non-resident investors is not restricted. 
There are no exchange or regulatory restrictions 
on borrowing from abroad, the remitting of 
dividends, interest, royalties and similar payments, 
management fees and loan repayments, or the 
settling of trade debts. 

Guarantees against inconvertibility

No government or similar guarantees are available 
against inconvertibility. 

Administration

The Canada Border Services Agency is the key 
administrative body in respect of imports and 
exports, although other government agencies have 
various	roles	in	respect	of	specific	products.	Customs	
clearance is available 24 hours a day, seven days a 
week at most major ports. After-hour service charges 
may apply at smaller ports.

Companies that wish to import must add an import 
account to their Business Number. This will also 
allow the importer to remit duties and taxes on a 
monthly basis. Importers that do not pay import 
duties and taxes before release of the goods are 
required to post security, which can be in the form of 
a bond. 

Although importers are not required to use a 
customs broker, most will use one to assist with 
customs clearance. The Canada Border Services 
Agency will hold the importer responsible for errors 
and omissions made by the customs broker. 

Import/export restrictions

Canada has relatively few import restrictions. When 
these	restrictions	exist,	they	relate	to	specific	safety	
standards or labelling requirements, or as in the 
case of tariff rate quotas, to protect domestically 
produced agricultural and food products from 
competitive imports. 

Canada applies export controls in accordance with 
multilateral export control regimes, such as the 
Wassenaar Arrangement, and to comply with United 
Nations (UN) sanctions. Exports of controlled goods 
and technology are administered by the Department 
of Foreign Affairs and International Trade (DFAIT) 
and, in some cases, by other agencies, such as 
Health Canada and the Canadian Nuclear Safety 
Commission.	In	addition	to	controls	on	specific	
goods and technology, some controls are applied 
on	exports	to	specific	destinations,	such	as	Belarus,	
Myanmar (Burma) and Libya.

Foreign exchange administration

Import and export issues 



Customs duties

Custom duties are generally intended to protect 
Canadian industry from competition and not as a 
source of revenue. The majority of most-favoured-
nation (MFN) duty rates are below 10%; notable 
exceptions are footwear, textiles and apparel and 
certain food products (the last may be subject to 
‘tariff rate quotas’). Goods imported from developed 
countries with which Canada does not have a free 
trade agreement will attract the MFN duty rate. 
However, many products are duty-free regardless of 
their country of origin. 

Qualifying goods that originate in the North 
American Free Trade Agreement (NAFTA) territory 
(Canada, the United States and Mexico) can enter 
Canada duty-free. Canada has also implemented 
free trade agreements (FTAs) with Chile, Costa Rica, 
the European Free Trade Association countries, 
Israel and Peru, and has signed or is negotiating 
agreements with several others. Like the NAFTA, 
these agreements set out rules of origin for 
determining whether the goods are eligible for 
preferential duty rates under the particular FTA.

Canada extends preferential duty rates to most 
(but not all) products imported from developing 
countries (the General Preferential Tariff) and has 
granted further concessions to goods originating 
in certain countries designated as least developed. 
In either case, to qualify for these rates goods must 
satisfy rules of origin and be shipped directly to 
Canada	from	the	beneficiary	countries.	Canada	
applies the general duty rate of 35% only to North 
Korea. 

Canada’s customs valuation legislation is based on 
the World Trade Organization ‘Valuation Agreement’ 
and its custom tariff is based on the World Custom 
Organization ‘Harmonized Commodity Description 
and Coding System’.

Goods and Services Tax (GST) and 
Harmonized Sales Tax (HST)

GST of 5% will be collected on most imported goods. 
GST is collected on the sum of the customs value 
plus the amount of any duty paid on the goods (the 
“duty paid value”). In addition, residents of an HST 
province may be required to self-assess the provincial 
component of the HST upon importation unless 
the goods or services are to be used exclusively in a 
commercial activity. Importers that are GST/HST 
registrants can recover the GST/HST paid at import 
as an input tax credit. Non-resident importers can 
become GST/HST registrants.

Excise duties and taxes

Excise duties are levied at various rates on 
alcohol, alcoholic beverages and tobacco products 
manufactured in Canada, while imports are subject 
to customs duties.

Excise tax is imposed on petroleum products and 
automobiles. In addition, a 10% federal excise tax is 
imposed on insurance against a risk in Canada if it is 
placed by insurers through brokers or agents outside 
Canada or with an insurer that is not authorized 
under Canadian provincial or territorial law to 
transact the business of insurance. Certain premiums 
are exempt, including those for life, personal 
accident, marine and sickness insurance. 
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Recent trends of labour market and labour 
relations 

Canada has a skilled and well-educated workforce. 
Recent labour trends are shown below. 

Employer/employee relations are governed by 
federal, provincial and territorial labour legislation. 
The Canada Labour Code is the federal law dealing 
with such matters as fair employment practices, 
labour standards, fair wages policy and safety of 
employees.

Human Resources and Skills Development Canada 
oversees a broad range of federal learning programs. 
Employers in several trades and professions provide 
training programs for employees at their own 
discretion.

Labour supply

Total 
(000’s)

Employed 
(000’s)

Unemployed 
(000’s)

Participation 
rate 
%

Unemployment 
rate 
%

2009 18,329 16,813 1,516 67.1 8.3

2010 18,525 17,041 1,484 67.0 8.0

2011 18,699 17,306 1,393 66.8 7.4

Source: Adapted from Statistics Canada publication, Canadian Economic Observer, Catalogue no. 11-010-X, 
December 2011, vol. 24, no. 12, Tables 6.1-1, 6.1-3 and 6.1-4, www.statcan.gc.ca/pub/11-010-x/11-010-
x2011012-eng.htm and February 2012, vol. 25, no. 2, Tables 5.1-1, 5.1-3 and 5.1-4,  
www.statcan.gc.ca/pub/11-010-x/11-010-x2012002-eng.htm.

Table 7:  Labour Force and Unemployent, 2009-2011



Labour law requirements

All provincial and territorial governments have 
legislated minimum wage rates. For 2011, provincial 
and territorial rates for adult workers generally vary 
from $8.00 to $11.00 per hour. 

Fringe	benefits	are	a	sizable	cost	of	doing	business	
in Canada. Generally, private sector employers pay 
about	33%	of	gross	payroll	for	employee	benefits.	
At	a	minimum,	benefits	include	the	cost	of	statutory	
holidays, vacation pay and the required employer 
contribution to government programs such as 
the government-run pension plans, employment 
insurance (EI) and workers’ compensation.

Labour legislation generally limits normal hours of 
work per week to a maximum of 40 hours (44 or 48 
hours in some provinces and territories) as well as 
per day (8 hours) in many cases. All provinces and 
territories provide for overtime pay, generally at one 
and one-half times the regular rate.

Generally, two weeks vacation follows a year of 
employment, with provision for three or four 
weeks after employment for a number of years. 
The minimum annual vacation pay rate is generally 
2% of annual earnings for each week of vacation 
entitlement. The number of holidays depends on the 
city, province or territory.

Legislation prohibits discrimination on a number 
of grounds, including race or color, religion, sex, 
age, physical/mental disability or handicap, marital 
status and sexual orientation. Equal-pay-for-equal-
work provisions exist across Canada. 

Labour laws oblige employers and employees to 
perform their duties in a safe manner and authorize 
establishment of joint labour/management safety 
and health committees. Employers face penalties for 
contravening any occupational safety and health act 
or regulation.

Foreign nationals working in Canada

Foreign workers may face three requirements to 
enter and work temporarily in Canada: a temporary 
resident visa (TRV), a work permit and a labour 
market	opinion	that	confirms	the	employer	can	
hire a foreign worker based on an assessment that 
the hiring will not have a negative impact on the 
domestic labour market. Visitors to Canada require 
a valid passport (or an equivalent travel document) 
to enter Canada. They also generally require a TRV 
(depending on their nationality). 

Canada’s permanent immigration policy emphasizes 
the selection of skilled immigrants who are likely to 
adapt to the Canadian way of life and make positive 
contributions to Canada’s economic and cultural 
development.

The living conditions for foreign nationals are the 
same as for local Canadian personnel of comparable 
standing. Housing and other living costs vary from 
one location to another. Full-time domestic help is 
available but is not the norm in Canada. 
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Principal taxes

The principal sources of government tax revenues in 
Canada are:

1. Federal government: Income taxes; capital tax 
on	financial	institutions;	goods	and	services	tax	
(GST); harmonized sales tax (HST); excise taxes 
and customs and excise duties.

2. Provincial and territorial governments: Income 
taxes; retail sales tax; mining taxes; natural 
resource	royalties;	capital	taxes	on	financial	
institutions; capital tax; land transfer taxes or 
registration fees on the purchase of real property.

3. Municipal governments: Real property taxes; 
business taxes.

Legislative framework

Federal statutes imposing tax or duties include 
the Income Tax Act, the Excise Tax Act (goods and 
services tax, etc.), the Excise Act (excise duties), and 
the Customs Act and Customs Tariff (customs duty). 
Each province and territory has its own income 
tax legislation, generally modelled on the federal 
statute, and retail sales tax legislation (except 
Alberta and the territories).

Case	law	is	a	significant	factor	in	the	interpretation	
of the law. Decisions of higher U.K. courts and, 
more recently but infrequently, some courts of the 
United States, Australia and other common-law 
jurisdictions, may be cited in cases dealing with basic 
principles. 

The	Income	Tax	Act	(the	Act)	contains	many	specific	
and some broad anti-avoidance provisions, as well as 
a general anti-avoidance rule (GAAR). All provincial 
tax acts include a GAAR.

Taxing statutes are subject to the same principles 
of statutory interpretation as other statutes. The 
words are to be read in their entire context and in 
their grammatical and ordinary sense, harmoniously 
with the scheme and object of the statute, 
and the intention of the legislature. The legal 
characterization (formal validity) of the transaction 
will generally govern for tax purposes. 

The Canada Revenue Agency (CRA) administers and 
collects taxes for the federal government and most 
provinces, and assesses and collects duties and taxes 
on imported and domestic goods.

Sales or value-added taxes

The federal goods and services tax (GST) is a 5% 
value-added tax. The provinces of British Columbia, 
Newfoundland and Labrador, New Brunswick, 
Nova Scotia and Ontario have harmonized their 
sales tax systems with the GST and impose a single 
harmonized sales tax (HST) rate of 12% in British 
Columbia, 15% in Nova Scotia and 13% in the 
three other provinces. However, British Columbia’s 
government has announced that as a result of a 
provincial referendum held in 2011, on April 1, 2013, 
the 12% HST will be cancelled and replaced with 
the regime that applied before July 1, 2010 (i.e., 7% 
retail sales tax and 5% GST). As well, Quebec has 
agreed in principle to harmonize the Quebec sales 
tax (QST) with the 5% GST on January 1, 2013 
(the target implementation date), at which time the 
harmonized rate will be 14.975%.

Like VAT, GST/HST is imposed on consumer 
expenditures on most goods and services. Businesses 
that make taxable supplies must register and 
collect GST/HST on their sales (output tax) and 
may claim a refund or credit for GST/HST paid on 
their purchases (input tax). Input tax credits can be 
claimed on both current and capital expenditures. 

Most goods and services supplied in Canada are 
taxable. GST/HST is not collected on an exempt 
supply, but GST/HST paid on inputs related to 
providing the supply is not recoverable. Exempt 
supplies include used residential housing, health 
care services, certain educational services and 
certain	financial	services.		Zero-rated	supplies	are	
subject to GST/HST at a 0% rate but a supplier may 
still recover the tax on its related inputs. The main 
categories of zero-rated supplies are exports, basic 
groceries, prescription drugs, medical devices, 
transportation	services	and	certain	financial	
services.

The provinces of Manitoba, Prince Edward Island 
and Saskatchewan impose a retail sales tax (ranging 
from 5% to 10%) on the purchase price of a wide 
range	of	items	(primarily	goods	and	specific	
services). The QST is imposed at a rate of 9.5%, 
is structured essentially the same as the GST and 
applies to most goods and services that are subject 
to the GST. As noted, Quebec has agreed in principle 
to harmonize its QST with the GST on January 1, 
2013, and British Columbia is planning to reinstate 
its retail sales tax.

Tax system



Capital gains tax

Half of gains realized from the sale or exchange 
of capital assets is included in income subject to 
tax. The legislation does not specify a means of 
identifying properties or transactions that give 
rise to capital gains as opposed to income. This 
categorization depends on the taxpayer’s intent. 
Realized capital losses are deductible but generally 
only against capital gains.

A reasonable reserve in respect of uncollected 
proceeds on the sale of a capital asset may be 
claimed. However, a minimum of 20% of the 
deferred gain must be reported in the year of 
disposition and each of the following four tax 
years. Rollovers that defer capital gains or losses 
are available in respect of certain corporate 
reorganizations and other transactions involving no 
change in the economic interest of the property. 

Property-related taxes

Property taxes are levied by municipalities on the 
estimated market value of real property within 
their boundaries and by provinces on land not in a 
municipality. In most provinces, different property 
tax rates are applied to the market value assessment 
depending on the use of the property. However, 
some provinces levy a business tax for properties 
used for business purposes. Property taxes include a 
levy for public education funding.

Stamp tax or deed tax

There are no stamp taxes in Canada, nor are there 
taxes or fees on the issuance of share capital. 

All the provinces and territories levy a land transfer 
tax or registration fee on the purchaser of real 
property within their boundaries. These levies are 
expressed as a percentage, primarily on a sliding 
scale, of the sale price or the assessed value of the 
property sold, and are generally payable at the 
time title to the property is registered. Rates, which 
generally range from 0.02% to 2%, depending on the 
province or territory, may be higher if the purchaser 
is a non-resident. Some exemptions (or refunds) 
are available. Additional land transfer taxes apply 
for properties in the municipalities  of Montreal or 
Toronto. Other municipalities may also impose these 
taxes and fees. 

Payroll taxes

For 2012, employers are required to pay, for each 
employee, government pension plan contributions 
up to $2,307 and employment insurance premiums 
up to $1,176. However, Quebec employers 
contribute, per employee, a maximum of $2,342 
in government pension plan contributions, $945 
in employment insurance premiums and $516 to a 
Quebec parental insurance plan.

Manitoba, Newfoundland and Labrador, Ontario 
and Quebec employers are subject to payroll tax. 
Maximum rates range from 1.95% to 4.3%. In 
addition, Quebec employers with payroll of at least 
$1 million must allot 1% of payroll to training or 
to a provincial fund. Employers in the Northwest 
Territories and Nunavut must deduct from 
employees’ salaries a payroll tax equal to 2% of 
employment earnings. 

Corporate income tax

Corporations resident in Canada are subject to 
Canadian income tax on worldwide income. Relief 
from double taxation is provided through Canada’s 
international tax treaties, the foreign tax credit 
mechanism and by deductions for foreign taxes paid 
on certain foreign source income. See Part IV for 
corporate income tax rates.

Canada also has a comprehensive anti-deferral 
regime that applies to passive income earned by 
controlled	foreign	affiliates.	

Non-resident corporations are subject to income 
tax on income derived from carrying on a business 
in Canada and on capital gains arising on the 
disposition of taxable Canadian property. However, 
Canada’s treaties exempt from Canadian income 
tax	business	profits	that	are	not	attributable	to	a	
Canadian permanent establishment and capital 
gains from the disposition of some taxable Canadian 
properties. Therefore, a non-resident corporation 
with	business	profits	attributable	to	a	Canadian	
permanent establishment may prefer to operate this 
business through a branch or a Canadian subsidiary.

A 25% withholding tax (which may be reduced by a 
treaty) is imposed on related-party and participating 
debt interest, dividends, rents, royalties, certain 
management fees, and similar payments made by a 
Canadian resident to a non-resident of Canada. 
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Personal income tax

Individuals resident in Canada are subject to 
Canadian income tax on worldwide income. Relief 
from double taxation is provided through Canada’s 
international tax treaties with certain countries as 
well as foreign tax credits and deductions for foreign 
taxes paid on income derived from non-Canadian 
sources. See Part IV for personal income tax rates.

Non-resident individuals are subject to Canadian 
income tax on income from employment in Canada, 
income from carrying on a business in Canada 
and capital gains from the disposition of taxable 
Canadian property.

Administration of the tax system

All	corporations	must	file	federal	income	tax	returns.	
Alberta	and	Quebec	tax	returns	must	also	be	filed	by	
corporations that have permanent establishments 
in those provinces, regardless of whether any tax is 
payable.	Tax	returns	must	be	filed	within	six	months	
of the corporation’s tax year end. Corporations with 
permanent establishments in provinces that levy 
capital	tax	must	also	file	capital	tax	returns	in	those	
provinces.

In most cases, any required corporate instalments 
must be paid monthly. The balance of both federal 
and provincial income tax payable by a corporation 
for a tax year is due on the last day of the second 
month following the end of the tax year (the 
deadline is later for certain Canadian-controlled 
private corporations). 

The CRA is phasing in a new ‘risk assessment’ model 
for selecting large corporations for audit. Large 
corporations	and	their	affiliates	will	be	classified	
as high, medium or low risk, which will determine 
the nature of their audit. Traditionally, the CRA 
has audited larger corporations annually. Smaller 
corporations are generally subject to less frequent 
audits, covering more than one year’s return. 
Occasionally,	a	specific	industry	or	a	particular	type	
of transaction may be selected for more intensive 
examination.

A taxpayer that disagrees with a tax assessment or 
reassessment	of	a	tax	return	can	appeal	by	filing	a	
notice of objection. A taxpayer that still disagrees 
with the outcome of the objection can appeal to the 
Tax Court of Canada. Tax Court of Canada decisions 
can be appealed to the Federal Court of Appeal. A 
request may be made to appeal a Federal Court of 
Appeal decision to the Supreme Court of Canada. 

Filing an annual tax return late or not at all can 
trigger both civil and criminal enforcement 
measures.	Interest	is	charged	on	late	or	deficient	
instalments and other amounts owing, including 
penalties. Civil penalties can be imposed if an 
omission in a tax return results in an understatement 
of tax. 

Individuals resident or carrying on business in 
the	province	of	Quebec	must	file	separate	federal	
and Quebec income tax returns. Other individuals 
file	a	single	return	with	the	federal	government	
that discloses both their federal and provincial tax 
liabilities. 

The tax year of an individual is the calendar year. 
Income earned from unincorporated businesses 
must be reported on a calendar-year basis. In most 
cases, individual tax returns are due by April 30 of 
the	following	year.	The	filing	deadline	is	extended	to	
June 15 if the individual, or the individual’s spouse, 
carried on an unincorporated business.

Federal and provincial income taxes must be 
deducted at source from payments of salary, wages 
and pensions. Any balance of tax owing is due 
by April 30 of the following year and is normally 
remitted with the individual’s tax return. The 
assessment and appeal procedures are as set out 
above for corporations.

Quarterly instalments may be required if an 
individual’s tax payable exceeds tax withheld at 
source. 

Withholding tax applies to payments of salaries, 
bonuses, commissions, or other amounts for 
services rendered, as well as to certain other types of 
payments,	such	as	pension	benefits	and	retirement	
allowances made to a resident of Canada.



Canada’s treaties

Generally, Canada’s new treaties follow the 
Organisation for Economic Co-operation and 
Development (OECD) model treaty. The provisions 
of the treaties take precedence over Canadian tax 
legislation. Under most treaties, withholding tax is 
reduced to 15% or less. 

The	business	profits	article	contained	in	Canada’s	
tax treaties generally provides that Canada may tax 
only	the	business	profits	of	a	foreign	enterprise	that	
are attributable to a permanent establishment of the 
enterprise in Canada. 

Royalties for copyrights in respect of the production 
or reproduction of literary and other works (other 
than	those	in	respect	of	motion	picture	films	or	
videotapes for use in connection with television) are 
exempt from withholding taxes under domestic law. 
Canada has indicated that, in its treaty negotiations, 
it is prepared to eliminate withholding tax on certain 
payments in respect of the use of, or the right to use, 
any patent or any information concerning industrial, 
commercial	or	scientific	experience.	It	is	also	
willing to negotiate withholding tax exemptions for 
payments for the use of, or the right to use, computer 
software. 

A common feature (with some variations) of all 
treaties entered into by Canada is that employment 
income derived in Canada by a non-resident is 
exempt from Canadian tax if the non-resident is 
present in the country for 183 days or less in a 
calendar year (in a 12-month period in some cases) 
and such income is not borne by an employer 
that is a resident of Canada or by a permanent 
establishment that the employer has in Canada.

The majority of Canada’s treaties permits the host 
country to tax income from independent services 
rendered by non-residents only if they have or had a 
fixed	base	in	that	country.

The Canada-China treaty, like many of Canada’s 
other treaties, generally provides for the exchange 
by competent authorities of information that is 
necessary for carrying out the terms of the treaty. 
Canada has shown increased interest in these 
provisions. The “Mutual Agreement Procedure” 
article in Canada’s treaties entitles taxpayers to 
appeal to the competent authority in their country 
of residence when Canada or a foreign government 
either adjusts or proposes an adjustment that will 
result in double taxation or taxation contrary to the 
provisions of the convention. 

On February 9, 2012, Canada announced that an 
agreement in principle between Canada and China 
has been reached on an updated Canada-China 
treaty. The updated treaty will further reduce tax 
barriers to encourage trade and investment between 
Canada and China, reduce the withholding tax 
rates that apply on certain cross-border payments, 
and eliminate double taxation for individuals and 
companies doing business or earning income in 
the other country. The updated treaty is subject to 
approval by the Canadian and Chinese governments 
before it can be signed and will enter into force once 
it	has	been	ratified	by	both	countries.

Intercompany transactions —  
transfer pricing

The CRA is placing increased emphasis on the 
review of transfer pricing to regulate international 
transactions. Canadian taxpayers dealing with non-
resident related parties are required to follow the 
arm’s-length principle to determine transfer prices 
for Canadian income tax purposes. If reasonable 
efforts to apply the arm’s-length principle are not 
made, a penalty is imposed (on the taxpayer) that 
is computed as 10% of the CRA’s adjustment to 
transactions with related parties. A taxpayer will 
be deemed not to have made reasonable efforts 
if	it	does	not	maintain	specific	documentation	
to evidence that the pricing of its related-party 
transactions is the same as transactions that would 
have been entered into by arm’s-length parties. This 
documentation is to be prepared within six months 
of year end and is routinely requested by the CRA on 
audit. 



20  |  China outbound investment guideline

Accounting principles

Financial accounting and reporting standards, 
guidelines and a consensus of practice are developed 
and established by the Accounting Standards 
Board (AcSB), which is sponsored by The Canadian 
Institute of Chartered Accountants (CICA). These 
standards are published in the CICA Handbook—
Accounting. 

For	fiscal	years	beginning	on	or	after	January	1,	
2011, most publicly accountable enterprises must 
adopt International Financial Reporting Standards 
(IFRS), and private enterprises must adopt either 
IFRS or Accounting Standards for Private Enterprises 
(ASPE). As a result, IFRS and ASPE have become 
Canadian Generally Accepted Accounting Principles 
(GAAP). 

Form and content of financial statements

The basic components of a company’s annual 
financial	statements	are	the	balance	sheet,	statement	
of income, statement of comprehensive income, 
statement of retained earnings, statement of cash 
flows	and	the	notes.	For	most	public	companies,	
“Management’s Discussion and Analysis of Financial 
Condition and Results of Operations” (MD&A) must 
accompany	the	financial	statements.

The income statement is required to disclose 
material amounts, including but not limited to, 
revenue recognized, income from investments, 
financing	costs,	amortization	of	property,	plant	and	
equipment, amortization of intangible assets subject 
to amortization, impairment charges or write-downs 
of goodwill or other intangibles and property, plant 
and equipment, income tax expense, and results of 
discontinued operations. 

The	statement	of	cash	flows	reports	changes	in	
cash and cash equivalents, which normally include 
cash and highly liquid temporary investments with 
original	maturities	of	90	days	or	less.	Cash	flows	
are	classified	as	operating,	investing	or	financing	
activities. 

Companies in Canada generally issue no-par-value 
shares. If par-value shares are issued, any excess 
of capital over par value is shown as a separate 
component in shareholders’ equity, frequently under 
the contributed surplus heading.

The accrual concept is followed in the preparation of 
financial	statements.	

Statutory requirements

Federal, provincial and territorial corporation 
statutes generally specify the corporate records 
that must be maintained. For the most part, these 
requirements include adequate accounting records, 
which may be maintained in any form that is 
capable of reproducing the required information in 
paper or electronic form within a reasonable time. 
Sufficient	precautions	must	be	taken	to	safeguard	
the corporate records. 

Federal, provincial and territorial corporation 
laws generally require shareholders to appoint 
auditors	to	report	on	the	financial	statements	of	the	
corporation. There are provisions for shareholders of 
private companies to waive the requirements for an 
audit on an annual basis. 

Auditing standards

Recommended reporting standards and practice 
guidance on auditing and related services are 
developed and promulgated by the Auditing and 
Assurance Standards Board (AASB), which is 
sponsored by the CICA. The auditors’ objective 
is	to	express	an	opinion	on	whether	the	financial	
statements present fairly, in all material respects, 
the	financial	position,	results	of	operations	and	
cash	flows	in	accordance	with	generally	accepted	
accounting	principles.	In	performing	a	financial	
statement audit, auditors comply with Canadian 
generally accepted auditing standards, which relate 
to	the	auditors’	qualifications,	the	performance	of	
the audit and the preparation of the auditors’ report. 
For	all	audits	of	financial	statements	for	periods	
ending on or after December 14, 2010, Canada has 
adopted the International Standards on Auditing 
(ISA) as Canadian Auditing Standards (CAS), with 
modifications	in	some	cases,	for	audits	of	financial	
statements and other historical information.

Accounting and Audit Requirements



Other Issues

Price control and unfair competition

Canada has no price controls. The Competition Act 
prohibits anti-competitive practices. It contains 
several	criminal	offences	for	price-fixing,	bid-
rigging, false or misleading representations, 
deceptive telemarketing and deceptive notice 
of winning a prize. It also includes civil offences 
for abuse of dominant position and deceptive 
marketing.

Environmental issues

All levels of government have departments that 
are engaged in environmental affairs. The main 
regulatory body at the federal level is Environment 
Canada. High penalties and deterrents are imposed 
for failure to comply. The federal government and 
many provinces are implementing or considering 
a carbon tax or cap and trade measures. Federal,  
provincial and territorially sustainability-related 
incentives are also available to companies 
considering energy alternatives and solutions for 
climate change. 

Intellectual property protection

Canada has a strong Intellectual Property (IP) 
regime and adheres to various international 
agreements, including the World Trade Organization 
(WTO) Agreement on Trade-Related Aspects of 
Intellectual Property Rights (TRIPS) and NAFTA. 

The	Canadian	Intellectual	Property	Office	(CIPO),	
an Industry Canada agency, is responsible for the 
administration and processing of the greater part 
of IP in Canada. Patents, copyrights, trademarks, 
industrial designs, integrated circuit topographies 
and plant breeders’ rights, for instance, are all legally 
protected.

Going public in Canada

Canada’s equity securities markets consist of the: 
Toronto Stock Exchange, specializing in senior 
equities; TSX Venture Exchange, specializing in 
junior equities; and Montreal Exchange (MX), 
specializing in derivatives trading. 

Toronto Stock Exchange (TSX) and TSX Venture 
Exchange (V) are the premier exchanges in the 
world for trading global resource companies and 
small to mid-sized companies. In 2011, TSX/V 
ranked as the 8th largest exchange in the world by 
domestic market capitalization and 2nd in the world 
for number of listed companies. Companies applying 
for	listing	on	TSX/V	are	reviewed	against	financial,	
technical, management and public distribution 
requirements. TSX/V publishes information to help 
companies go public and provides minimum listing 
standards for general (industrial), technology, life 
sciences, mining, and oil and gas companies on its 
website (http://www.tmx.com). Companies that 
do not meet the listing requirements of the TSX may 
apply to be listed on the V. A number of TSX/V listed 
companies	have	significant	operations	or	assets	in	
China.  
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China is one of Canada’s top four trading partners. 
In 2011, exports to China increased from $12.9 
billion to $16.4 billion while imports from China rose 
from $44.5 billion to $48.1 billion. The Canadian 
government actively promotes commercial relations 
and two-way investment opportunities with China. 
This sentiment is also echoed at the provincial level. 

The Canadian government continues to build a 
stronger trade and investment relationship with 
China in various sectors, including natural resources 
and the environment.

In February 2012, Canadian Prime Minister 
Stephen	Harper	paid	an	official	visit	to	China	
to meet with Chinese Premier Wen Jiabeo and 
other	Chinese	leaders.	The	leaders	reaffirmed	the	
guiding principles outlined in the Canada-China 
Joint Statement of 2009 and their commitment to 
strengthen the Canada-China strategic partnership. 
The leaders also agreed to deepen economic and 
trade cooperation, and step up cooperation in 
the areas of energy and other natural resources 

including oil and gas, nuclear energy, renewable 
energy, forest products and minerals, among other 
items. Important developments arising from these 
meetings include the conclusion of negotiations 
on the bilateral Foreign Investment Promotion and 
Protection Agreement and an updated Canada-
China tax treaty, and an agreement in principle 
on a legal instrument to further implement the 
bilateral Nuclear Cooperation Agreement, which will 
facilitate exports of Canadian uranium to China. In 
addition, Canada and China signed the statement 
of intent for cooperation in the area of science, 
technology and innovation, and announced the 
third batch of Canada-China science and technology 
cooperation projects. During the visit, more than 
20 commercial agreements were signed between 
enterprises of the two countries. 

Canada’s attitude toward Chinese investment

Part III Special 
considerations  
for Chinese companies 
doing business in 
Canada 
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In the past, Canada’s dealings with China were 
mainly in agricultural products. Today, Chinese 
business has expanded into other industry sectors, 
such as natural resources, education, environmental 
technologies and information and communication 
technologies (ICT). 

In recent times, the industries in which Chinese 
companies had the strongest investment 
interest were resource extraction, trading, and 
manufacturing. The industry sectors most attractive 
to Chinese companies considering expansion into 

other markets were automotive, food and beverages 
and mechanical/electrical sectors. Other sectors, 
such	as	energy,	oil	and	gas,	finance	and	insurance	
and real estate development, were also among the 
top industry targets.

Chinese companies perceive agri-food, ICT, and 
energy (including renewable energy) and natural 
resources (e.g., mining, forestry) as the most 
promising sectors for investment in Canada. Other 
significant	industries	are	biotech	and	real	estate.	

Chinese-Canadians represent the third-largest ethnic 
group in Canada, with a population of at least one 
million. The Business Immigration Program, added 
to Canada’s Immigration Act in 1976, was aimed at 
attracting investors and entrepreneurs from Hong 
Kong, Taiwan and mainland China. Since then, the 
Chinese population in Canada has grown steadily. In 
2006, close to one-third of the Chinese immigrants 
had a bachelor’s degree or higher. 

The Chinese-Canadian community consists of 
immigrants from different places of origin in 
mainland China, Hong Kong and Taiwan, who now 
primarily reside in major Canadian metropolitan 
cities, such as Vancouver, Toronto, Calgary and 
Montreal.

Current Chinese business presence and strength

Chinese community in Canada



China is one of Canada’s 
top four trading partners. 
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General statistics

Part IV Reference  
information 

Table 8:  Average Weekly Earnings of Employees by Industry (seasonally adjusted),  
December 2011

Table 9:  Net annual rental rates (4th Quarter 2011)

Class ‘A’  Office Industrial
Per square foot Per square metre Per square foot Per square metre

Toronto $25.26 $271.90 $4.55 $48.98

Vancouver $34.13 $367.37 $7.44 $80.08

Calgary $33.35 $358.98 $8.10 $87.19

Montreal $21.94 $236.16 $5.00 $53.82

Source: CBRE Limited publications, Canadian Office MarketView, Fourth Quarter 2011 and  
Canadian Industrial MarketView, Fourth Quarter 2011.

 
(To nearest dollar)

Manufacturing $1,001

Wholesale trade $1,065

Retail trade $528

Finance and insurance $1,124

Professional, scientific and technical services $1,223

Source: Adapted from Statistics Canada website, CANSIM Table 281-0028 -  Average weekly 
earnings (SEPH), including overtime, seasonally adjusted, for all employees, by selected industries 
classified using the North American Industry Classification System (NAICS), monthly (current 
dollars), http://www5.statcan.gc.ca/cansim/a26?lang=eng&retrLang=eng&id=2810028&pattern=281-
0023..281-0039&csid, extraction date March 13, 2012.
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In addition to income taxes, the federal government 
and	some	provinces	levy	a	capital	tax	on	financial	
institutions. Only the province of Nova Scotia levies 
a general capital tax, which is scheduled to be 
eliminated on July 1, 2012.

Corporate and personal taxes

Table 10: Corporate and personal income tax rates
December 31, 2012 year ends

Corporate income taxes (1) Top personal income tax rates 
 (taxable incomes above Can$132,406 (4))

General 
income

Manufacturing 
& processing 

income

Interest & 
ordinary income 
Can$132,406 (4))

Capital 
gains

Canadian dividends 
(2)

Elibible Non-
eligible

% % % % % %

Alberta 25.0 39.0 19.5 19.3 27.7

British Columbia 25.0 43.7 21.9 25.8 33.7

Manitoba 27.0 46.4 23.2 28.1 39.1

New Brunswick 25.0 43.3 21.7 22.5 30.8

Newfoundland and Labrador 29.0 20.0 42.3 21.2 22.5 30.0

Northwest Territories 26.5 43.1 21.5 22.8 29.6

Nova Scotia 31.0 50.0 (4) 25.0 (4) 36.1 (4) 36.2 (4)

Nunavut 27.0 40.5 20.3 27.6 29.0

Ontario 26.2 25.0 46.4 23.2 29.5 32.6

Prince Edward Island 31.0 47.4 23.7 28.7 41.2

Quebec 26.9 48.2 24.1 32.8 36.4

Saskatchewan 27.0 25.0 44.0 22.0 24.8 33.3

Yukon 30.0 17.5 42.4 21.2 15.9 (3) 30.4

1. All provinces and territories impose income tax on income allocable to a permanent establishment in the province or territory. Income 
is generally allocated to a province or territory by using a two-factor formula based on gross revenue and on salaries and wages. 
Provincial and territorial income taxes are not deductible for federal income tax purposes. The rates do not take into account provincial 
tax holidays, which reduce or eliminate tax in limited cases. 
 
For Canadian-controlled private corporations (CCPCs), the first $500,000 ($400,000 in the provinces of Manitoba and Nova Scotia) 
of active business income may be subject to reduced rates, while 2012 investment income rates are 19.67% higher than the rates for 
general income.

2. Most dividends paid by public corporations are eligible dividends. Generally, non-eligible dividends will be paid by a CCPC, but 
CCPC’s can pay eligible dividends too.

3. For the Yukon, the rate is 19.3% if the taxpayer has no other income. The rate shown (15.9%) has a negative Yukon component that 
shelters other income from Yukon tax. Therefore, the rate will be 15.9% to 19.3%, depending on the level of the taxpayer’s other 
income.

4. In Nova Scotia, the rates apply to taxable incomes above $150,000. If Nova Scotia tables a budget surplus in its 2012-2013 fiscal year, 
the top 2012 combined rates will apply to taxable incomes above $132,406 and will be 48.3% (interest and ordinary income), 24.1% 
(capital gains), 32.4% (eligible dividends) and 33.1% (non-eligible dividends).



This table summarizes withholding tax rates on 
payments arising in Canada. Canada’s treaty with 
China does not apply to Hong Kong. 

Withholding taxes 

Dividends 
%

Interest
%

Royalties
%

China, P.R (1) 10 or 15 (2) 10 10

1. On February 9, 2012, Canada announced that an agreement in principle between 
Canada and China had been reached on an updated Canada-China treaty that will 
reduce the withholding tax rates that apply on certain cross-border payments, among 
other things. The updated treaty is subject to approval by the Canadian and Chinese 
governments before it can be signed and will enter into force once it has been ratified 
by both countries.

2. The 10% rate applies if the beneficial owner of the dividend is a company that owns at 
least 10% of the payor’s voting stock.
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The Embassy of the P. R. China 
515 St. Patrick St.,  
Ottawa, ON K1N 5H3 

Tel: 613 789 3434 Fax: 613 789 1911 
http://ca.china-embassy.org

 
Consulate General of the P. R. China in Toronto 
240 St. George St.,  
Toronto, ON M5R 2P4 

Tel: 416 964 7260, Fax: 416 324 6468 
http://toronto.china-consulate.org

 
Consulate General of the P. R. China in Montreal 
2001 University Street, Suite 1550,  
Montreal, QC H3A 2A6 

Tel: 514 419 6748, Fax: 514 878 9692 
http://montreal.chineseconsulate.org 

 
Consulate General of the P. R. China in Vancouver 
3380 Granville St.,  
Vancouver, BC V6H 3K3 

Tel: 604 734 7492. Fax: 604 737 0154 
http://vancouver.china-consulate.org/ 

 
Consulate General of the P. R. China in Calgary 
1011-6th Ave., S.W., Suite 100,  
Calgary, AB T2P 0W1 

Tel: 403 264 3322, Fax: 403 537 1286 
http://calgary.china-consulate.org/ 
 

Chinese Embassy and  
Consulate Generals in Canada

Local government  
agencies

Canada Revenue Agency 
Ottawa Technology Centre 
875 Heron Road 
Ottawa, Ontario K1A 1A2

1 800 959 5525 
Fax: +1 613 739 1147

International Tax Services Office 
2204 Walkley Road 
Ottawa, Ontario K1A 1A8 
 
+1 855 284 5944,  
+1 613 954 9681 (Collect) 
Fax: +1 613 952 3845

http://www.cra-arc.gc.ca

Canada Border Services Agency 
1 Front Street West 
P.O. Box 10, Station A, 
Toronto, Ontario   
M5J 2X6

+1 800 461 9999 
+1 204 983 3500 
+1 506 636 5064

contact@cbsa.gc.ca

http://www.cbsa-asfc.gc.ca



PwC Canada Contacts

National

John DeLucchi 
604 806 7575  
john.delucchi@ca.pwc.com 

Bryan Henderson  
604 806 7257  
bryan.henderson@ca.pwc.com

Toronto  

Wesley Mark 
416 814 5877  
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Canada is divided into six time zones. In most areas, 
clocks are advanced by one hour from March to 
November to observe daylight saving time.

Commercial businesses are generally open from 
about 9:00 a.m. to 5:00 or 6:00 p.m., Monday to 
Friday. Retail businesses often open at 9:30 or 10:00 
a.m., Monday through Saturday. Closing times vary, 
typically from 6:00 to 9:00 p.m. Sunday shopping is 
common, but the hours are often shorter. 

Approximately 12 generally recognized statutory 
holidays are dispersed throughout the year.

Metric measures are commonplace in Canadian 
life, but the imperial system is still used, often 
unofficially.	

In writing numbers, commas are often used to 
separate thousands from hundreds, etc., and periods 
mark the decimal (e.g., $77,897.53). 

Practical tips for Business Visitors

Foreign unit buys 
($ Canadian)

$ Canadian buys 
(Foreign units)

US$ 0.9921 1.0080

UK£ 1.5695 0.6371

¥ 0.01217 82.16927

CHF 1.0906 0.9169

€ 1.3151 0.7604

HK$ 0.127917 7.817569

CNY 0.1571 6.3654

Source: Bank of Canada, Daily noon rate, March 8, 2012.

Table 11:  Exchange rates at March 8, 2012 



Chinese-Canadians 
represent the third-largest 
ethnic group in Canada, 
with a population of at 
least one million. 
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