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In brief 

The Canada Revenue Agency (CRA) released its Non-Resident Employer Certification program on 

January 12, 2016 for foreign employers with non-resident employees temporarily working in Canada.  

This program stems from the legislative changes that were proposed by the Department of Finance 

(Finance) in 2015, which provides ‘qualifying non-resident employers’ relief from Canadian payroll tax 

withholding requirements on remuneration paid to ‘qualifying non-resident employees’ for employment 

duties rendered in Canada. 

The CRA also introduced Form RC473, Application for Non-Resident Employer Certification as part of 

this release.  Non-resident employers who choose to file before February 1, 2016, may have the new rules 

applied retroactively to January 1, 2016. 

 

In detail 

Background 

Foreign employers must 
withhold Canadian taxes from 
remuneration paid to non-
resident employees performing 
employment duties in Canada 
under section 102 of the Income 
Tax Regulations (Reg. 102) – a 
requirement that is both time-
consuming and administratively 
burdensome. 

In 2015, Finance proposed 
legislative changes to Reg. 102 
in an effort to reduce red tape 
for non-resident employers and 
their non-resident employees. 

With the change in the 
Canadian federal government in 
October 2015, these proposed 
changes have not yet been 
enacted into law. However, 
given this release, the CRA is 
moving forward with the 
administration of the proposed 
changes as last updated by 
Finance on July 31, 2015 (July 
31 proposals). 

Specifically, the July 31 
proposals provide an exemption 
from Reg. 102 withholding 
requirements for a ‘qualifying 
non-resident employer’ making 
remuneration payments to a 

‘qualifying non-resident 
employee’ for employment 
duties rendered in Canada. 

Qualifying non-resident 
employer 

A ‘qualifying non-resident 
employer’ must meet all of the 
following conditions: 

 resident in a country with 

which Canada has a tax 

treaty, and 

 at that time certified by the 

Minister. 
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Note that a partnership may be a 
qualifying non-resident employer if at 
least 90% of the partnership’s income 
or loss for the fiscal period at the time 
of payment is allocated to partners 
that are resident in a country with 
which Canada has a tax treaty. 

Following the July 31 proposals, there 
was much uncertainty regarding the 
process of certification for employers.  
The CRA has now clarified the process 
with its release (see Employer 
certification below). 

Qualifying non-resident employee 

A ‘qualifying non-resident employee’ 
must meet all of the following 
conditions: 

 resident in a treaty country 

 exempt from Canadian income tax 

under a tax treaty, and 

 either: 

– works in Canada for less than 

45 days in the calendar year 

that includes the time of the 

payment, or 

– is present in Canada for less 

than 90 days in any 12-month 

period that includes the time 

of the payment. 

Employer certification 

Non-resident employers that are 
looking to take advantage of this new 
exemption from Reg. 102 
withholdings must file Form RC473, 
Application for Non-Resident 
Employer Certification, with the CRA. 
Notably, as part of the transition to 
this new employer certification 
program, the CRA will consider 
granting approval retroactive to 
January 1, 2016, for any RC473 forms 
that they receive by the end of day on 
February 1, 2016. Employers who file 
after February 1, 2016, will receive 
certification effective from the date of 
approval. Certification is valid for two 

years, at which time employers must 
resubmit a new Form RC473. 

The CRA has centralized the 
processing of Form RC473; all non-
resident employers must send their 
completed forms to the Pacific 
International Waivers Centre of 
Expertise (VTSO) in Surrey, British 
Columbia, Canada. 

Non-resident employers who choose 
to file Form RC473 with the CRA must 
comply with various conditions: 

 tracking and recording the number 

of days each qualifying non-

resident employee is either 

working in Canada or present in 

Canada, and the income 

attributable to these days 

 evaluating and determining 

whether its employees meet the 

conditions of a ‘qualifying non-

resident employee’ 

 obtaining a Canadian Business 

Number 

 filing the annual T4 Summary and 

slips (if required – see Reporting 

below) 

 filing the applicable Canadian 

corporate income tax returns, and 

 upon request, making books and 

records available to the CRA for 

inspection. 

Non-compliance in prior years 

One condition that is not required to 
obtain employer certification is prior 
year compliance with Reg. 102 
withholding requirements. At the 
same time, non-resident employers 
who receive employer certification 
approval from the CRA will not be 
provided with amnesty from any prior 
year non-compliance with Reg. 102 
withholding requirements. 

Revocation of certification 

The CRA can revoke a non-resident 
employer’s certification if it does not 
comply with the conditions noted 
above. Upon revocation, an employer 
can become liable to remit Canadian 
income taxes along with related 
penalties and interest. 

Reporting  

As last updated in the July 31 
proposals, information reporting 
(i.e., T4 reporting) is still required for 
remuneration paid by a qualifying 
non-resident employer to a qualifying 
non-resident employee unless a de 
minimus exception is met. 

This exception applies if the 
remuneration attributable to an 
employee’s Canadian workdays does 
not exceed C$10,000 in a calendar 
year. 

Tax waivers   

The existing Reg. 102 tax waiver 
process remains in place and should 
be used in cases when employees do 
not meet the days tests of a ‘qualifying 
non-resident employee.’ 

Additionally, non-resident employers 
who choose not to file for employer 
certification may continue to comply 
with Reg. 102 by filing for tax waivers 
or remitting Canadian payroll taxes.  

Scenarios 

The following scenarios illustrate how 
the Non-Resident Employer 
Certification program can apply when 
qualifying non-resident employers pay 
remuneration to qualifying non-
resident employees for employment 
duties rendered in Canada. 
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Employee who travels to work in 
Canada and the remuneration 
attributable to the Canadian 
workdays is C$10,000 or less 

If the employee works less than 45 
days in Canada during a calendar year 
(or spends less than 90 physical days 
in Canada during a 12-month period), 
the non-resident employer would not 
be required to remit any taxes, file for 
any tax waivers and/or file any 
information reporting (e.g., T4 
summary and slips). 

Employee who travels to work in 
Canada and the remuneration 
attributable to the Canadian 
workdays is more than C$10,000 

Similar to the above, if the employee 
does not exceed either the ‘45 
workdays’ or ‘90 physical days’ test, 
the non-resident employer would not 
be required to remit any taxes or file 
for any tax waivers. However, 
information reporting will still be 
required. 

Employee who travels to work in 

Canada and exceeds both 45 
workdays in Canada during a 
calendar year and 90 physical days 
in a 12-month period 

In this scenario, the employee would 
not be a qualifying non-resident 
employee and the exemption under 
the new employer certification 
program would not apply. As a result, 
to comply with Canadian payroll 
regulations, the non-resident 
employer would need to remit taxes or 
work with its employee to obtain a tax 
waiver. 

Observations 

The CRA’s introduction of the new 
Non-Resident Employer Certification 
program is welcome news to many 
non-resident companies. Compliance 
with Reg. 102 can be administratively 
burdensome and this new exemption 
for qualifying non-resident employers 
and qualifying non-resident 

employees is a good step towards red 
tape reduction. 

With respect to Form RC473, it is 
straight-forward in nature and 
requires only basic details about the 
employer. The employer certification 
process does not require non-resident 
employers to provide employee details 
or any travel data up front to the CRA. 
Instead, Form RC473 mainly serves as 
a notification to the CRA that the non-
resident employer will have non-
resident employees working in 
Canada during the certified period. 
This approach appears to be 
reasonably simple and straight-
forward for non-resident employers to 
complete.  

In addition to the potential time 
savings associated with not having to 
file applications for Reg. 102 waivers 
and in certain cases, filing T4 slips, 
the CRA has also taken steps to reduce 
processing time by instructing that all 
RC473 forms be sent to the VTSO for 
processing. This centralization 
potentially reduces inconsistency 
issues that may exist if the forms were 
sent to different CRA officers within 
different Centres of Expertise across 
Canada. 

While the CRA has not yet published 
its guide to Form RC473 on its website 
at the time of writing (it is expected to 
be released shortly), based on PwC’s 
discussions with the CRA, it would 
appear that they have taken an overall 
reasonable approach towards the 
administration of this new employer 
certification program. Examples 
include: 

 potential administrative relief for 

qualifying non-resident employers 

in situations when employees no 

longer qualify during the year (i.e., 

they exceed the days tests), but 

remain exempt from Canadian 

taxation under a tax treaty 

 potential administrative relief for 

qualifying non-resident employers 

in situations when employees no 

longer qualify during the year and 

are subject to tax in Canada, and 

 a transition program back to the 

existing Reg. 102 tax waiver 

process should the proposed 

legislation not be enacted into law. 

At the same time, there are certain 
areas where this new employer 
certification program could be 
expanded to provide further red tape 
reduction: 

 allowing one employer to have the 

ability to file for certification on 

behalf of multiple sister 

companies, and 

 connecting the T4 reporting 

exception to a de minimus number 

of days in Canada as opposed to 

the C$10,000 threshold, especially 

given the decrease in value of the 

Canadian dollar. 

Finally, it is welcome news to non-
resident employers who have not 
complied with Reg. 102 that prior year 
compliance is not a condition for 
certification. However, given that 
there is no amnesty program, non-
compliant employers should consider 
their tax exposure and a potential 
Reg. 102 voluntary disclosure 
submission to the CRA.  

The takeaway 

An exemption from the Reg. 102 
withholding requirements is now 
administratively available to non-
resident employers, should they 
choose to take advantage. The CRA 
has released Form RC473, which if 
received by the CRA by end of day on 
February 1, 2016, may grant approval 
retroactive to January 1, 2016. Given 
this release, non-resident employers 
should consider the following: 
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 Will the company file for 

certification? 

 What does certification mean for 

the company?   

 Does the company have sufficient 

resources to track its employees’ 

travel into Canada? 

 For companies with prior year Reg. 

102 non-compliance, will a 

voluntary disclosure be submitted? 

How can PwC help? 

Our specialists in this area can help 
companies of all sizes to: 

 understand the new employer 

certification program and Form 

RC473 

 design and implement policies and 

processes 

 communicate with senior 

leadership and affected employees 

 advise and assist with prior year 

Reg. 102 compliance, and 

 discuss technology and employee 

tracking solutions. 
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