Human Resource Services
Webcast

Temporary away from home rules:
Comparing and contrasting
Canadian regulations with other

common expat locations

December 5, 2013




I
Administrative information

e 60-minute webcast

e Audio with slides

e For a better viewing experience, close all other applications
e For better sound quality, use headphones

e To print this entire PowerPoint presentation, click on the green
“Resource List” widget and then “Download Slides”

e If you have questions during the live program, type them in the “Ask
a Question” box located on the left side of screen and click “Submit”

e This presentation will be archived and available for later viewing as
an on-demand presentation

PwC December 5, 2013
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I
Administrative information

PwC

In order to receive CPD credit for this program, you must stay on for
the entire live program and participate by responding to all
interactive polling questions.

CPD credit cannot be awarded for participants who are not logged on
to this webcast as themselves, who participate over the phone, or
attend the on-demand version.

For those qualifying for CPD credit, a certificate will be sent shortly
after the webcast to the email address used for registration.

The certificate will acknowledge one hour of structured learning
towards the Institute of Chartered Accountants of Ontario CPD
requirement or similar accreditation.

For webcast participants in other jurisdictions, you should follow up
with your local governing body to confirm if it meets requirements.

December 5, 2013
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Objectives

To provide guidance to ensure that your company is taking
the most tax effective approach when planning for these
assignments

e To provide an understanding of the tax relief available to employees
and/or employers with respect to temporary living expenses via:

- areview of the Canadian tax regime
- acomparison to other key locations: US, UK, France and Australia

e To highlight what actions or documentation may be required to take
advantage of this tax relief in each location

PwC December 5, 2013
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Presentation Notes
Description from invitation:

An increasing number of Canadian employees are  travelling to foreign locations on either extended business trips or short-term assignments.  Although the duration of these assignments may be short in length,  there are planning opportunities that companies should be aware of with respect to temporary living expenses being funded for these employees.  

PwC's Human Resource Services practice invites you to join us for a 60 minute interactive webcast where we will compare and contrast the tax treatment of these expenses or allowances between Canada and the US, the UK, France and Australia.  

We will also provide guidance to ensure that your company is taking the most tax effective approach when planning for these assignments



Polling question #1

Please indicate which countries you are interested in learning
about Iin today’s webcast. Please indicate all that apply.

Canada

e United States

e United Kingdom
 France

e Australia

PwC December 5, 2013
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| Agenda

e Objectives of this session
e Defining terms
e Canadian tax relief
e Comparisons:
- United States
- United Kingdom
- France
- Australia
 What do you need to remember?

PwC December 5, 2013
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I
Defining terms

What is temporary? (as per Webster’s dictionary)

e adj: continuing for a limited amount of time: not permanent: intended to be
used for a limited amount of time

e Each jurisdiction has its own parameters regarding the length of time
regarded as temporary

What are living expenses? (as per Webster’s dictionary)
e living - adjective: not dead: having life: currently active or being used

« ex-pense noun \ik-'spen(t)s\: the amount of money that is needed to pay for
or buy something: an amount of money that must be spent especially
regularly to pay for something: something on which money is spent

* The type of expenses that would be defined as living expenses for the
purposes of any preferential tax treatment may vary from one jurisdiction to
another

PwC December 5, 2013
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Presenter
Presentation Notes
Terms will change moving into the tax arena


Canada - Exemption for board & lodging at special
work sites (ss. 6(6))

e General rule: under Canadian domestic tax law, all benefits received
by an employee are taxable

 However, exemptions are available for amounts paid for board and
lodging related to special work sites if:

- Employee worked at a special work site carrying out duties of a
temporary nature

- Away from principal residence (PR) for minimum 36 hours

- Employee maintained a self-contained domestic establishment in
their principal place of residence

e EXxpenses incurred for accompanying spouse/dependent(s) are
taxable

PwC December 5, 2013
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Presenter
Presentation Notes
What comprises board and lodging?
Allowances for housing
Reimbursement of expenses paid for accommodation
Not defined. Includes meals and accommodations, incidentals (utilities, maintenance), every-day living expenses
Need to qualify for board and lodging  in order to exempt the transportation as well

Special work site:
- An area where temporary duties are performed by an employee who maintains a PR at another location

Temporary nature of assignment:
General guidelines are two years per IT bulletin issues (IT91R4)
However, CRA acknowledges that periods extending beyond two years may still qualify as temporary (CRA Letter 2011-039909, 2011-040415) – refer to the assignment letter terms or nature of the task being sent to do
Beyond the board and lodging, transportation to and from the special worksite is exempt from tax as well

Self-contained domestic establishment:
A dwelling where a person generally eats or sleeps

Home leave for the family  - ONCE A YEAR – is exempt as well
Board and lodging is only employee
Define family – common-law vs girlfriend


PLANNING POINT:
Combining business trip with more than one home leave for the employee 
HOW DO YOU SPLIT OUT BOARD AND LODGING SINGLE VS FAMILY?
Board and lodging – for family – AIR INC reports being run and/or additional room for family members



Canada - Exemption for board & lodging at special
work sites

Employee can also exclude certain transportation benefits from
Income:

- The value of free/subsidized transportation between special work
site and his principal residence; or

- Areasonable allowance paid to the employee for transportation
expenses

o Specifically transportation to and from home and work site and
not for local transportation while at the special work site

PWC December 5, 2012


Presenter
Presentation Notes
Not for local car allowances and car reimbursements – to speak to this point

However, CRA Letter 2002-016140 , 962793 states that for the home leave  (transport to and from  principal residence and special work site) – that if the amount is reasonable, it can be excluded from income


»

Canada - Exemption for board & lodging at special
work sites

e« Complete Form TD4, Declaration of Exemption — Employment at
Special Work Site

- To be completed and signed by employee and employer

o Attestation from employee that he/she meets the conditions
required in order to claim the exemption

- Not filed with the CRA
- Maintain in payroll files

e T4 Reporting — none required unless the employee is working at a
special work site that is in a prescribed zone

PwC December 5, 2013
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Presenter
Presentation Notes
RFIs have come in asking for the TD4s recently – deduction was taken on employee’s tax return
CRA has asked for it for the form in a payroll audit

BOX 31 of T4 – only to be completed when the employee is working in a prescribed zone, otherwise no T4 reporting required


Canada Revarue  Agance du raveny Protected B
Agancy du Canads when compisted

Declaration of Exemption — Employment at a Special Work Site

'Who can uas thila form?

U2 tIE fOMm If yOu 3re an employes Who WOrks 3t @ Sp2cial wark site. 1 wil 3llow your employes 10 determing If the Tolowing benafts ¢an be exciuded fom your
Income:

* e Value Of, Or 3 reasonabie AIOWance for, DOArd and 1oaging proviced DY YOur @mpIoyer at 3 Special work sits; and
# the value of, o 3 reasonabie alowWance for, Iransportation EXDENsEs YU MECcelved Tor ransportation 10 and Mom your prncpal placs of resikence.
Your employer will exclude these bensfits or alowances from your Income If all the conditions explained below ane met.

YOU and your emgioyer shoud compiete this Torm when You begin your empoyment at 3 Sp2cial Wark site of If your employment SHUIton 3t 3 special work slte
cnanges.

Far more detals, se2 Intempretation Bulletin IT-91, Empicyment at Special Work Skes or Remote Work Locations.

Employes Information [pleass prind)

Last name First name and Initaks) S0cial Insurance numoer
[ R A
AGOTESS Of your princlpal place of resklence (sef-containad fomestic 2statishmeant) Postal cooe
[ 1

1 1
Number of Kllometras between your principal place Lacation Where you Ive whike you are empioyed at e spaclal work sie
of residance and e speclal work site (one way) |y 4y g |wm]

Employes's certMcation
| centfy that | meet all of the folowing conmTons:
» Imaintain a sait-contained domestic estadlishment 25 my principal place of residence at the agdress above.
» My principai placa of residence b5 avallable for me to Ive In. | 6o not rant It to anyane.

» By reason of the distance between my principa place of residence and the special work she, | am not expectsd to commute betwesn the two whie | am
working at mat location.

* My Work %IIEE me 10 be Fway from n'g'rrnnupai plaoe of reskdence for at l2ast 36 NoUrs, INciLding the fime | spend travelling between my prncipal
place of residence and ihe special work she.

Yaar Monm  Day |3|gnan.|ne01en'plnyee

Ll ]
Employer Information [please print)
Name of empioyer

Address

Type of business ‘mmnmnmm Farm POTA. rEmiTance voucher)

Name of progriators of parners (1 applicadle)

Exact iocation of the special work site {Incung the municipalty) The benzfits of alowances t2iow are avalable unger:
collechve agresment [ ] companypalicy [

Penod of work at the special wor shie raguinng the empioyee to be away Year Manth  Day fear Mon® - Day
oM his 07 Ner principal piace of resloence for at least 36 hours. me:l L Ll | T,n,| T
Employer detalls of bensflts or allowances [give an astimate If you do nof know the sxact amount)

Hoard Losiging Board and logging Tra on other
Amount paid o employee for 5 5 5 5 5
Walus of fres 3 5 5 5 H
Employers certimcation

| cenify that all of the following conditions ane met:

» The dutles the employes has to perfor at the special work st ars tmporary and, by reason of distance, the employee Is not expected fo retum dally fa
his or her principal piace of residence.

* The nnamanﬂloﬂq}nug provided or the aliowancs recalved b%ﬂ'leel‘gpl;}l!e hiawve been for a period of at least 36 hours spent a1 the speclal work site
{Inciuging me time In€ employee spends Tavelling between the prncpal place of residence and the specal Work site).

. g‘hergm%nﬁdnéxlwaneesfwlﬁnspmﬂm ghven o the employes refate only to the perod the employes also recaives the value of, or allowancss fr,
oard an ng.

Afber you complete this form with your employee, kesp It with your payroil records In case we ask o see It
Year Mont  Day |Signature of employer or authartzed officer

Hote: Employers should contact thelr tax senvices office If they recefve a Fom TD4 with dowdtful statements. Any person who knowingly comgpletss or
accepts a Fomm TO4 with falss or decepbive statemanis commits an ofence.

PwC - December 5, 2013
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TO4E (12} [Viess pouvez obienir e formuaine &0 TaNCA & www_Ar0-ora.geuea cu en composant e 1-500-868-3378)




Quebec — Employee working at a special work site

e Similar to Federal guidelines

e One important distinction — duties of a temporary nature also refer
to the position that is being filled by the individual — not simply the
duration of that employee’s assignment

e If the position is of a permanent nature (CFO, CEO), then the
“temporary” criteria is not met under Quebec legislation

 If all conditions are met, the value of the benefit provided is not
taxable:

- Not included in Boxes A and V of RL-1 Slip
- No forms to fill out or to maintain in payroll files

PwC December 5, 2013
11


Presenter
Presentation Notes
Employee’s duties must require him to be away from his PR or to be at a special work site or a remote location for min. 36 hour
If at special work site, employee must perform temporary duties and maintain a PR that is
Available throughout the period for occupancy by the employee (not rented)
Is far enough from the work site that the employee could not reasonably be expected to return home daily (min. 80 km)

DEFINE PERMANENT POSITION 

POLLING QUESTION TO BE INSERTED 

Audit story from Martha – airport shop 
CEO story 
Rotational CEO/CFO
Prove that position is by nature
Look at contract



| ]
Scenariol

 Employee from the US is transferred to Canada
* She is assigned to the position of Canadian CEO

» This position has been always been occupied by employees from
foreign jurisdiction for a maximum of 2 years

* Her assignment letter states that she will be there for 2 years as well
 The company provides her with a housing allowance

* She continues to maintain her home in Connecticut and returns there
once a month

Question: Can an exemption under subsection 6(6) be claimed with
respect to her housing allowance?

PwC December 5, 2013
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Polling question #2

Is the review of whether an employee qualifies for an

exemption under 6(6) integrated into your mobility process?

PwC

Yes
No
Sometimes

PwC employee

December 5, 2013
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I
United States — Away from home expenses

PwC

Travel expenses are deductible if they are:

Ordinary and necessary
Incurred in pursuit of trade or business

Incurred while “away from tax home”

Duties required employee to be away from tax home for longer

than 1 day
Assignment is temporary in nature

o Intent related to work away from home

December 5, 2013
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Presenter
Presentation Notes
Define travel expenses while speaking


»

I
United States — Away from home expenses

e All ordinary and necessary expenses can be deducted, including:
- Lodging and meals
- Transportation
- Incidentals

PwC December 5, 2013
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Presentation Notes
TO ADD INTRO




United States — Away from home expenses

Key words and definitions

e Tax home

- The employee’s regular or principal place of business

- Not determined by location of the individual’s family home
e Temporary

- <lyear

- If > 1year, assignment is “indefinite” (cannot deduct travel
expenses)

e Business expenses
- Accountable plan vs. non-accountable plan

PwC December 5, 2013
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United States — Away from home expenses

e Documentation to substantiate the expenses is critical

e EXxpenses incurred for accompanying spouse/dependent(s) are
taxable

PwC December 5, 2013
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Presentation Notes
Pub 463


| ]
Scenario 2

 Employee is a CEO based out of the US
» She also works in Australia, Canada and the UK

» She spends approximately 25% of her time in each country (including
the US)

» She is aresident of US for tax purposes

Question: Where is her tax home?

PwC December 5, 2013
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|
United States — Away from home expenses

_______ [Canada_________|UnitedStates

Applies to...
Away from...

Duties of a temporary
nature

Types of expenses:
- Board and lodging
- Meals

- Transportation

- Expenses incurred for
spouse or dependents

- Exemption or deduction

PwC

Inbounds and outbounds
Principal residence

Up to 2 years (guideline)

Yes
Yes

To and from home to
special worksite

Taxable

Exemption

Inbounds and outbounds
Tax home

Less than 1 year
“intent”

Yes
Yes

To and from temporary
work location, client visits,
business meetings

Taxable

Exemption

December 5, 2013
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Presentation Notes
HOME CANNOT BE RENTED OUT
PARENTS HOME DOES NOT QUALIFY
SELF-CONTAINED DOMESTIC ESTABLISHMENT






Per Section 162, travel expenses are deductible if they are:
Ordinary and necessary
Incurred in pursuit of trade or business
Incurred while “away from tax home”
Duties required employee to be away from tax home for longer than 1 day
Assignment is temporary in nature 
All ordinary and necessary expenses can be deducted, including:
Lodging and meals
Transportation
Business communication (ex: fax, phone)
Dry cleaning, laundry, tips

Tax home
The employee’s regular or principal place of business
Not determined by location of the individual’s family home
Temporary
Less than 1 year 
If more than 1 year, assignment is “indefinite” (cannot deduct travel expenses)
Business expenses
Accountable plan vs. non-accountable plan





Polling question #3

Does your company have employees with multi-jurisdictional

responsibilities?

PwC

Yes
No
Don’'t know

PwC employee

December 5, 2013
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United Kingdom — Special tax rules on foreign
travel

e Detached Duty Relief
- Cost of travel between home to temporary work place
- Reasonable cost of housing for employee only
- Daily meals for employee only
- Typically < 2 years

PwC December 5, 2013
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Presenter
Presentation Notes
The UK has special rules for UK residents working abroad, both for employees working 100% out of the UK, or a portion of their days outside the UK,  but for purposes of this presentation, we will be focusing only on those employees coming from another country to work in the UK.  These are employees who are not domiciled in the UK, but work in the UK

This special relief is commonly referred to as detached duty relief or temporary workplace relief

Normally allowances are provided – not corporate housing or reimbursement of expenses
More and more – smaller companies provide corporate housing 

Typically, if assignments is for less than 2 years – detached duty relief is used
If assignment is 2 to 3 years -  typically a resident of the UK – overseas workday relief is sought  - would need IR approval to reduce withholding – not often done as amounts are estimates regarding travel % and so, if underwithhold, can be penalized for it

If there is a change of intention during a tax year (ie. Assignment was initially for 18 months and at month 11, extended to 2.5 years – then must adjust to the beginning of the tax year

Relo – 8,000 pounds can be paid out tax-free (need supporting documenation regarding the expenses incurred)

Home leave – no tax – one trip per year for the first 5 years for the entire family

DDR – water, gas, electricity – tax deduction




»

| United Kingdom — Overseas workday relief

* Foreign employees are now eligible (prior to April 6, 2013, they were
not)

» Requires approval to reduce withholding at source

» Relief applies if the duties:

- Can only be carried out abroad (travel costs to and from the
overseas worksite — no limit to the number of trips)

- Keep the employee abroad for 60 days or more (spouse/children’s
travel costs are exempt)

PwC December 5, 2013
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Presentation Notes
Foreign employees to the UK – max of 3 years
Granted irrespective of the intended length of stay – provided were not residents in previous 3 tax years
Can now look at annualized basis versus each transaction/pay period�
Previously – employee had to be resident, not ordinarily resident in the UK
Had a single contract covering both UK and overseas duties
And the remuneration was paid into an offshore account

Two trips per tax year per family member

Relief available for:
Cost of any inoculations required
Cost of any visas required



»

| : : : :
United Kingdom — Special tax rules on foreign
travel

Employees not domiciled in the UK who work in the UK

e New rules in place with regards to definition of residency

- Will require closer monitoring of travel days
e Travel must be included in payroll, but no withholding is required
e Housing:

- if paid as an allowance, payroll withholding required

- 1f paid directly, no withholding (provided application has been
approved)

« Approval is required to reduce any remittances

PwC December 5, 2013
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Presentation Notes
Relief looks to prior residency status in the UK


»

Applies to...
Away from...

Duties of a temporary
nature

Types of expenses:

- Board and lodging
- Meals

- Transportation

- Expenses incurred for
spouse or dependents

- Exemption or deduction

PwC

Inbounds and outbounds
Principal residence

Up to 2 years

Yes
Yes

To and from special work
site

Taxable

Exemption

| : : : :
United Kingdom — Tax relief with respect to travel
expenses

________[Canada__________|UnitedKingdom

Inbounds and outbounds
N/A

Less than 2 years

(Must be included in
iIncome to obtain relief)

Yes
Yes

To and from the work site
Taxable
Deduction

December 5, 2013
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Presentation Notes
Is any special documentation required for the UK tax relief

It would be important for HR/Payroll to be aware of individual tax residency and travel and the specifics of the work being done



| ]
Scenario 3

e Canadian (ON) resident on short-term assignment to the UK

e Retains his home in Canada and returns for a week every month as
the family has remained there

e Working at the UK office while in the UK, and working at the offices
In Toronto while in Canada

e Assignment length is two years

Question: What is the tax treatment for assignment benefits in Canada
and the UK?

PwC December 5, 2013
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France - Exemption of supplemental wages

Employees inbound to France

 What compensation elements can be exempt from French tax?

- Allowances paid as a result of the relocation or with respect to
employees directly recruited from outside France, as an alternative
possibility to opt for a 30% exemption of their remuneration

- Prorata of remuneration related to work performed outside of
France as long as the services performed are for the direct benefit
of the French employer

- Another possible exemption is “les frais de double résidence”

PwC December 5, 2013
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Presentation Notes
*** La rémunération nette de la prime d’impatriation doit être au moins égale à 	celle versée au titre de fonctions analogues dans la même entreprise ou, à 	défaut, dans des entreprises similaires établies en France.

Other items to note:
- Cash lump-sum provided by employer to compensate employee for housing is fully taxable in compensation, however, housing (rented or owned by the employer), provided to the employee is subject to special rules. In this case, the taxable benefit is assessed, not at the actual cost of the rent, but rather at fixed rates provided by the French social administration or, upon election by the employer, at the rental values used by the tax authorites to levy local taxes.  Employee cannot be a managing director of the company.
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I -
France - Exemption of supplemental wages

Employees inbound to France

e Régime des impatriés - applies to employees and management
arriving from outside France to fill a position at a French-based
company

e The following conditions need to be met for the regime to apply:
1. Employee commenced the position as of January 1, 2008 or later

2. Employee has not been a French tax resident during the 5
calendar years preceding the acceptance of the job in France

3. Employee becomes a tax resident of France once the work begins

PwC December 5, 2013
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Presentation Notes
Salariés impatriés (1/4)
Définition de salariés impatriés
Salariés et dirigeants fiscalement assimilés appelés de l’étranger à occuper un emploi dans une entreprise établie en France, ainsi que les salariés et dirigeants directement recrutés à l’étranger par une entreprise établie en France.

Application du régime des impatriés (Article 155B du CGI)
Ce régime s’applique dans les cas suivants:
Personnes qui ont pris leurs fonctions à compter du 1er janvier 2008;
Personnes qui  n’ont pas été fiscalement domiciliées en France au cours des 5 années civiles précédant celle de la prise de fonctions;
Personnes qui établissent leur domicile fiscal en France.

IMPORTANT: This regime is not available to non-residents of France.  As such – planning to consider regarding home country versus French residency.  Also, does not apply for shorter term assignments.
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I -
France - Exemption of supplemental wages

Employees inbound to France

 The exemption available is subject to the following limitations:

- The amounts exempt (assignment allowance prime d’'impatriation
and remuneration attributable to services rendered abroad) are
limited to 50% of total remuneration

- The portion exempt from remuneration relating to the services
rendered abroad is limited to 20% of the taxable compensation
from this activity, net of allowances

PwC December 5, 2013
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Salariés impatriés (3/4)
Sur option annuelle des contribuables, l’exonération de ces deux éléments est soumise à une des limites suivantes:

Soit le montant total des sommes exonérées (prime d’impatriation et rémunération de l’activité exercée à l’étranger) est limité à 50%  de la rémunération totale;

Soit la fraction exonérée de la rémunération correspondant à l’activité exercée à l’étranger est limitée à 20% de la rémunération imposable issue de cette activité professionnelle, nette de la prime d’impatriation.

Autres considérations:

Les impatriés peuvent déduire de leur rémunération imposable (dans certaines limites) les cotisations versées à des régimes de sécurité sociale étranger, les cotisations versées à des régimes professionnels de retraite supplémentaire et de prévoyances complémentaire étrangers;
Pendant la même période, les impatriés bénéficient également d’une exonération de certains revenus et plus-values de source étrangère à hauteur de 50% de leur montant;
D’autres dispositions plus précises existent pour les salariés de la Chambre de commerce internationale, les agents généraux et sous-agents d’assurances, les auteurs des œuvres de l’esprit ainsi que les chercheurs du secteur public. 


Autres considérations:

Les impatriés peuvent déduire de leur rémunération imposable (dans certaines limites) les cotisations versées à des régimes de sécurité sociale étranger, les cotisations versées à des régimes professionnels de retraite supplémentaire et de prévoyances complémentaire étrangers;
Pendant la même période, les impatriés bénéficient également d’une exonération de certains revenus et plus-values de source étrangère à hauteur de 50% de leur montant;
D’autres dispositions plus précises existent pour les salariés de la Chambre de commerce internationale, les agents généraux et sous-agents d’assurances, les auteurs des œuvres de l’esprit ainsi que les chercheurs du secteur public. 









»

I -
France - Exemption of supplemental wages

French employees working abroad

e Supplemental wages paid related to work being performed abroad
are exempt from French taxes when the following three conditions

PwC

are met:

1.  The amounts paid are with respect to the work performed abroad are for
the sole benefit of the employer

2. The employee is required to be at the work site for at least 24 hours (not
including travel time)

3. The amount of the allowance/supplemental wage is determined at the

onset of the project abroad by taking into account the number of visits,
the length of the visits and the location of the project. It cannot exceed
40% of base remuneration related to the period in question.

December 5, 2013
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Presentation Notes
DEFINE SUPPLEMENTAL WAGES
DEFINE FRENCH BASED COMPANY

STATE THAT THERE IS A DIFFERENCE BETWEEN INBOUND AND OUTBOUND

France�Exonération des suppléments de rémunération

Salariés détachés à l’étranger
Les suppléments de rémunération liés à l’expatriation sont exonérés lorsque les trois conditions suivantes sont remplies:

Les suppléments de rémunération sont versés en contrepartie de séjours effectués dans l’intérêt direct et exclusif de l’employeur;
Ils sont justifiés par un déplacement nécessitant une résidence d’une durée effective d’au moins 24 heures ininterrompue (excluant les temps de transport pour se rendre à l’étranger et en revenir) dans un autre État;
Leur montant est déterminé préalablement au séjour dans un autre État. Il est en rapport avec le nombre, la durée et le lieu de ces séjours et il ne dépasse pas 40% de la rémunération hors suppléments perçue au titre de la période correspondant à la durée du déplacement.



»

| - -
France — Tax relief with respect to supplemental

wages

_______Cenada France

Applies to...
Away from...

Duties of a temporary
nature

Types of expenses:
- Board and lodging
- Meals

- Transportation

- Expenses incurred for
spouse or dependents

- Exemption or deduction

PwC

Inbounds and outbounds
Principal residence

Up to 2 years

Yes
Yes

To and from special
worksite

Taxable

Exemption

Inbounds and outbounds
N/A

Outbounds — at least 24 hrs
Inbounds — no reference to
temporary

Yes
N/A for inbounds

Yes

Taxable

Exemption

December 5, 2013
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It would be important for HR/Payroll to be aware of individual tax residency and travel and the specifics of the work being done



Scenario 4

e Canadian (ON) resident signs three-year assignment for a position in
France

e He has never been a tax resident of France

Question: What is the tax treatment in Canada? In France? What
further information would be necessary?

PwC December 5, 2013
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Presentation Notes
Address tax planning with respect to residency and the potential cost savings with respect to equalization employees from Canada to France.




| :
Australia — Income tax exempt employment
benefits

e Exempt benefits include:
- Non-cash fringe benefits provided by an employer to an employee
o Use of a car, accommodations, low interest loans

- However, value of the benefit may be subject to tax (payable by the
employer) under the Fringe Benefit Tax (FBT) system

PwC December 5, 2013
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I
Australia - Fringe Benefits Tax (FBT)

 FBT is a tax paid on certain benefits an employer provides to an
employee

e FBT is separate from income tax and is based on the taxable value of
the various benefits provided

e A separate return needs to be filed by the employer with respect to
the FBT

PwC December 5, 2013
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Presentation Notes
FBT is currently levied at 46.5% of the taxable value multiplied by a gross-up factor of the fringe benefits granted to employees
Gross-up factor =  2.0647 for Type 1 aggregate fringe benefits
Gross-up factor i= 1.8692 for Type 2 aggregate fringe benefits
FBT can be claimed as a corporate deduction
FBT rate increases to 47% for FBT year starting April 1, 2014
FBT tax year and the employee tax year are not the same

Benefits subject to FBT are excluded from employee’s TI but may be taken into account when determining the employee’s liability for tax surcharges such as the Medical Tax Levy
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I
Australia - Fringe Benefits Tax

 Common benefits provided to employees subject to FBT:

Board fringe benefits — accommodations and at least two meals a
day

Housing fringe benefits — accommodation provided to an
employee rent-free or at a reduced rent

o Accommodation provided in remote areas may be exempt

Car fringe benefits — making a car available for the private use of
the employee

Residual fringe benefits — any right provided that is not one of the
specified types of FBT

PwC December 5, 2013
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Presentation Notes
Most popular allowance subject to FBT is LAFHA. 
There is an exemption from FBT (and income taxes) - Available to employees living away from their AU home
Their AU home must remain vacant (means that they can move back to it anytime

Two stages to the process  for employers:
Questionnaire to the employees regarding their home being vacant to see if they qualify
Declaration to be signed by the employee – must be done annually

Similar to the TD4 process in Canada

Foreigners to AU – allowance would attract FBT

LAFHA – doesn’t have to be an allowance – can be a reimbursement of expenses or lodging provided

PLANNING – foreigners to AU – not provided with accomodations and paid a salary (therefore, subject to income tax and not FBT) – need to be careful with contract wording 

To note, change in govt (Liberal ) – new administration is opne to foreigners coming to AU – whereas previous govt was not

EXEMPTIONS: 
FBT – foreigners to AU – temporary accopmodations (approx 2 weeks), work visa applications (for spouses too), tax prep fees 

!!! Recent cases – short term business travel to AU  - frequent back and forth – accomodations are exempt from  FBT
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" Australia — LAFHA

* Living-away-from-home allowance (LAFHA) fringe benefits —
allowance to cover additional expenses incurred because of the
requirement to live away from residence

 Thereisan FBT exemption available to employees living away from
their Australian home

- Home must remain vacant
e Two stages to the process for employers:

1. Questionnaire to the employees regarding their home being vacant
to see if they qualify

2.Declaration to be signed by the employee — annually

PwC
December 5, 2013
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Presentation Notes
Most popular allowance subject to FBT is LAFHA. 
There is an exemption from FBT (and income taxes) - Available to employees living away from their AU home
Their AU home must remain vacant (means that they can move back to it anytime


Two stages to the process  for employers:
Questionnaire to the employees regarding their home being vacant to see if they qualify
Declaration to be signed by the employee – must be done annually



PwC

Amsiralinn Govermment Living-away-from-home declaration - from
Amstralen Taxatiow Cifikes 1 October 2012 under transitional rules
Mame of employes
L]
declare that

w [/ 00/ 0L 00/ 0/ 000

| was required to live away from my normal residence: in order to perform the duties of my employment and
| expect to resume living at my normal residence when my living-away-from-home period ends.

During that period, my normal residence was
Address of employes

Suburbsiown Stateterritory Prostcode
L DO

1henanreofﬂatresidencewas| |

During that period | actually resided at the following addresses

mnlinafinnnn

HAT FATHR02013 Sensitive (when complatad) Page 1
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Australia — Non-cash fringe benefits (temporary

living expenses)

____ Canada _____ |Australia

Applies to...

Away from...

Duties of a temporary nature
Types of expenses:

- Board and lodging

- Meals

- Transportation
- Expenses incurred for

spouse or dependents
- Exemption or deduction

PwC

Inbounds and outbounds

Principal residence

Up to 2 years

Yes
Yes

To and from special
worksite

Taxable

Exemption

Inbounds and outbounds

LAFHA — Australian home
Inbounds — N/A

N/A

Yes
Yes

Yes

Taxable

Exemption
However, FBT applies
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Scenario b

e Canadian (QC) resident signs an 18-month assignment for a position
In Australia

e He is equalized to Canada for the duration of the assignment
e The start date is June 1, 2013

e He will be receiving a housing allowance, per diem and a car in
Australia

Question: What is the tax treatment in Canada? In Australia? What
are the planning opportunities?

PwC December 5, 2013
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Polling question #4

Do you foresee a greater number of short term assignments

over the next few years (versus traditional longer

assignments)?

PwC

Yes
No
Don’'t know

PwC employee

December 5, 2013
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What do you need to remember?

A snapshot
Canada Duties are temporary in nature
Form TD4
Permanent position does not equal temporary
United States Tax home and less than one year - intent
United Kingdom Deduction not exemption
France Inpatriate regime
Australia FBT

Business travellers

PwC December 5, 2013
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Presentation Notes
Bearing costs vs equalized employees
UK – if they don’t setting things up right – employee needs to be take a deduction


Planning considerations

e Not all countries provide the same type of tax relief regarding
temporary away from home expenses

e Duties to be performed and the intent related to the work assignment
can affect the tax treatment (Canada, Quebec, US)

e Residency in a given country can result in tax savings (France, UK)

e Providing the housing by paying the rent directly may be more tax
effective than providing an allowance (France, UK)

e Tax savings to the employee may result in a tax burden to the
employer (Australia)

e Not all transportation expenses qualify for tax relief (all countries)
e Temporary is not interpreted the same way in each jurisdiction
e Assignment letter to review in the context of the taxing jurisdictions

PwC December 5, 2013
41


Presenter
Presentation Notes
DISCUSSION POINT – for employee that is not equalized – you could pay alot less if meets  away from home


Chantal Farrell-Carter
chantal.farrell-carter@ca.pwc.com
416 815 5012

Martha Kittell
martha.kittell@ca.pwc.com
514 205 5348

Teresa Malowany
teresa.malowany@ca.pwc.com
514 205 5283

www.pwc.com/ca/hrs
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Next webcast / podcasts

 Next HRS webcast - Wednesday, January 22, 2014

e Our recent “What If” podcast series may be of interest to you
- Please visit http://www.pwc.com/ca/tax and click on the Tax
Tracks Podcast section to access these recent podcasts, as well
as a library of additional podcasts

* Look for our new podcast series “Top mobility issues for Tax
Directors to think about”, with episodes posted monthly starting in
January 2014

- also available at the Tax Tracks site

PwC December 5, 2013
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| Thank you!

This publication has been prepared for general guidance on matters of
interest only, and does not constitute professional advice. You should
not act upon the information contained in this publication without
obtaining specific professional advice. No representation or warranty
(express or implied) is given as to the accuracy or completeness of the
information contained in this publication, and, to the extent permitted
by law, PricewaterhouseCoopers LLP, its members, employees and
agents do not accept or assume any liability, responsibility or duty of
care for any consequences of you or anyone else acting, or refraining to
act, in reliance on the information contained in this publication or for
any decision based on it.

© 2013 PricewaterhouseCoopers LLP. All rights reserved. In this
document, “PwC” refers to PricewaterhouseCoopers LLP, an Ontario
limited liability partnership, which is a member firm of
PricewaterhouseCoopers International Limited, each member firm of
which is a separate legal entity.

PwC December 5, 2013
44



	Human Resource Services Webcast
	Administrative information
	Administrative information
	Objectives
	Polling question #1
	Agenda
	Defining terms
	Canada - Exemption for board & lodging at special work sites (ss. 6(6))�
	Canada - Exemption for board & lodging at special work sites
	Canada - Exemption for board & lodging at special work sites�
	Slide Number 11
	Quebec – Employee working at a special work site�
	Scenario 1
	Polling question #2
	United States – Away from home expenses
	United States – Away from home expenses
	United States – Away from home expenses�
	United States – Away from home expenses
	Scenario 2
	United States – Away from home expenses
	Polling question #3
	United Kingdom – Special tax rules on foreign travel
	United Kingdom – Overseas workday relief 
	United Kingdom – Special tax rules on foreign travel��
	United Kingdom – Tax relief with respect to travel expenses
	Scenario 3
	France - Exemption of supplemental wages�
	France - Exemption of supplemental wages��
	France - Exemption of supplemental wages�
	France - Exemption of supplemental wages�
	France – Tax relief with respect to supplemental wages
	Scenario 4
	Australia – Income tax exempt employment benefits	
	Australia - Fringe Benefits Tax (FBT)�
	Australia - Fringe Benefits Tax
	Australia – LAFHA
	Slide Number 37
	Australia – Non-cash fringe benefits (temporary living expenses) 
	Scenario 5 
	Polling question #4
	What do you need to remember? �A snapshot�
	Planning considerations
	Q & A�
	Next webcast / podcasts�
	Thank you!

