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Introduction 

International assignees working in Canada 
Foreign nationals sent to work in Canada often find themselves confused by the complexities of the Canadian tax 
system. Before they arrive, they may have been advised on an employment contract, on banking arrangements, and 
on making submissions to the tax and other government authorities. Even so, they often fail to understand the precise 
reasons for the actions they have been advised to take. 

This folio is intended to help international assignees coming to Canada take steps to avoid any tax problems before 
they arrive in Canada, as well as once they are here. 

The folio reflects tax law and practice in Canada as of June 29, 2019. It focuses on the general income tax issues 
confronting most international assignees working in Canada, with additional commentary that will be of interest to 
citizens of our principal trading partner: the United States. 

This folio is not intended to be a comprehensive handbook dealing with all the potential tax problems an individual 
might face. Instead, it is a guide to the Canadian tax system and it is designed to provide you with an understanding of 
the basic system and areas where problems may arise. Accordingly, we advise readers, particularly those with 
unusual or complex situations, to seek professional advice before any definitive action is taken.  

Further information is available from any one of our PwC contacts, which are listed in Appendix E.  

With some exceptions, specific details of tax rates, exemptions and allowances have been omitted from the folio 
because they vary from year to year. To obtain such details, you can refer to our publication: Tax facts and figures 
(click here for link), which is revised each year: 

 

https://www.pwc.com/ca/en/services/tax/publications/guides-and-books/facts-figures.html
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Step 1 

Understanding basic principles  
 

Three levels of government 

1. Canada imposes taxes at three levels of government: 
federal, provincial, and municipal. Federal revenues 
are raised primarily through personal and corporate 
income taxes, as well as through customs and 
duties. The federal government also imposes a 
Goods and Services Tax (GST) on the purchase of 
most goods and services supplied in Canada. The 
GST is levied at a rate of 5% nationally and at the 
combined rate of: 

– 13% in Ontario; and 

– 15% in New Brunswick, Newfoundland and 
Labrador, Nova Scotia, and Prince Edward 
Island  

These provinces have all harmonized their sales tax 
systems with the federal system (under the so-called 
“Harmonized Sales Tax” (HST)). In New Brunswick and 
Newfoundland and Labrador, the HST rate increased 
from 13% to 15% as of July 1, 2016. 

Quebec effectively harmonized its sales tax with the 5% 
GST as of January 1, 2013. The combined rate is 
14.975%. 

2. GST is similar to a value-added tax (VAT) system, 
but it is payable by consumers on most purchases. 
The Canada Revenue Agency is the federal authority 
responsible for administering the federal income tax 
and GST. 

3. The provinces raise revenues mainly through:  

– Income taxes, which are substantially integrated 
with the federal tax system;  

– Direct sales taxes, which are imposed at the 
retail level; and  

– Various taxes and royalties, which are levied on 
natural resources. 

4. Only Quebec administers its own GST-type tax and 
also administers the GST within Quebec. The 
remaining provinces (except Alberta, which does not 
have any provincial sales tax) impose a sales tax 
levied at the consumer or retail level only. The  

provincial sales tax rates vary from 5% to 9.975% 
and apply in addition to federal GST, except in the 
provinces where the HST (harmonized provincial and 
federal sales tax) is in effect. PST rates are as 
follows: 

– British Columbia 7% 

– Manitoba 
8% (7% from July 1, 
2019) 

– Quebec 9.975% 

– Saskatchewan 6% 

5. All of the provinces and territories, except for 

Quebec, have entered into arrangements with the 
federal government whereby their personal tax 
systems are administered on their behalf by the 
Canada Revenue Agency. 

6. Municipal revenues generally arise from property and 
school taxes that are based on assessed property 
values. 

7. In addition, all three levels of government collect fees 
for specific purposes 

The scope of Canadian income tax 

8. Income tax is imposed on the worldwide income 
of individuals resident in Canada. Income tax is 
also imposed on Canadian-source income of non-
residents, though the provisions of double taxation 
treaties entered into between Canada and other 
countries may reduce the liability. As a result, an 
individual’s tax position depends on his or her 
status as a resident or a non-resident of Canada. 

The tax year 

9. The tax year for an individual is the calendar year. 

Method of calculating tax 

10. Federal and provincial income taxes are 
calculated by aggregating all income less 
deductions, applying the appropriate tax rate(s) 
and deducting available tax credits. This 
calculation is discussed further in Step 2, and is 
illustrated in Appendix B. 
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Who must file 

11. Every individual with income sufficient to create a 
tax liability, or who wishes to claim a refund of any 
tax payments or any refundable tax credits, must 
file a separate income tax return for that year. 
Unlike some countries, Canada does not allow 
spouses to file joint income tax returns. 

Residency status 

12. The term “resident” is not defined in the Canadian 
Income Tax Act. In practice, an individual living in 
Canada as a “permanent resident” is normally 
considered to have established residence in 
Canada from the date of arrival.  For an individual 
entering Canada on a work permit, the position is 
less clear.  

13. The primary consideration in determining 
residency for Canadian tax purposes is whether 
the person can be said to be "ordinarily resident" 
in Canada during the year. Whether someone is 
ordinarily resident is determined based on the 
presence of residential ties the individual has with 
Canada, as well as the lack of such ties with 
another jurisdiction during the same period. 
Canadian courts have established that the 
question of residence is always one of fact, not of 
law. Accordingly, factual circumstances must be 
reviewed on a case-by-case basis to establish an 
individual's residency status for Canadian tax 
purposes. 

14. The Income Tax Act, however, deems a person 
who is physically present in Canada for 183 days 
or more in a calendar year to be “sojourning” in 
Canada and to be, therefore, a deemed Canadian 
resident for tax purposes for the year. 

15. Sometimes an individual is considered to be both 
a resident of Canada (under either the "ordinarily 
resident" or the "sojourning" rules described 
above) and a resident of another country under 
that country's domestic tax laws. In these cases, 
to eliminate any conflicts and the resulting double 
taxation that might otherwise arise, Canada's tax 
treaties often provide special residency “tie-
breaker” rules for determining the residency of this 
individual. Normally, under Canadian law and the 
residency provisions of most tax treaties, an 
individual is considered resident in the jurisdiction 
where a permanent home is maintained for his or 
her family, although other factors may influence 
this conclusion. The determination of residency 
status under the tie-breaker rules overrides the 
general residency tests applied under Canadian 
domestic law. 

Part-year resident 

16. If an individual is considered to be a resident of 
Canada for part of the calendar year and not a 
resident of Canada during the remaining portion of 
the year, he or she is taxed in Canada on his or 
her world income, usually on a received basis, for 
the period of the year that he or she was resident 
in Canada. Tax is calculated using the same rates 
and income bands as for a full-year resident, but 
tax credits are generally prorated to the period of 
residence only. Income attributed to the period of 
non-residence will not be taxable in Canada 
unless it was derived from Canadian employment 
or business sources, or was earned while the 
individual was a resident of Canada, but received 
after becoming a non-resident. 

 

 

.
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Step 2 

Understanding the Canadian tax system  
 

Worldwide income 

17. Residents of Canada are subject to Canadian tax 
on their worldwide income, regardless of whether 
the income is remitted to Canada or earned in 
Canada. 

Employment income 

18. Employment income is fully taxable and includes 
salaries, wages, bonuses and director's fees, plus 
the value of most fringe benefits. This type of 
income is generally taxed in the year it is 
received. There are a few notable exceptions, 
however, that subject employment compensation 
to tax in the year it is earned or becomes 
receivable by the employee (for example, rules 
applying to “salary deferral arrangements").  

Taxable fringe benefits generally include:  

– Board and lodging; 

– Allowances for any purposes, unless 
specifically exempt (for example, reasonable 
allowances for short-term business travel are 
exempt); 

– Employer's payment of employee premiums 
to provincial health insurance plans 
(excluding mandatory employer health tax 
contributions under various provincial public 
health insurance plans), and group sickness 
or accident plans;  

– Personal use of company automobiles, 
airplanes, or yachts;  

– Prizes or vacation trips;  

– Stock option benefits, though they are 
accorded special treatment, as discussed in 
paragraph 48; and  

– Imputed interest on low-interest employer-
provided loans. 

19. Under Canadian taxation law, certain benefits are 
not taxed, such as: 

– An employer's contribution to certain 

registered pension or deferred profit-sharing 

plans and private health insurance plans;  

– Certain moving expenses, including 

reasonable expenses for moving into or out of 

Canada when the move is required by the 

employer;  

– Subsidized meals and reasonable employee 

discounts on merchandise; and 

– Amounts for board and lodging at special or 

remote work sites, so long as they meet 

specified criteria 

Employer contributions to a registered pension 

plan or deferred profit sharing plan will be taxed 

when the employee receives a distribution from 

the plan. 

20. Few opportunities exist for excluding certain 
allowances or reimbursements from the income of 
an employee who has been moved to a new 
employment location. Mortgage subsidies and 
housing subsidies are not tax-free. However, the 
costs of maintaining a vacant former residence 
(subject to limitations), and other incidental 
moving costs are deductible as moving expenses. 
Another provision permits the employer to 
compensate an employee for an actual loss on 
the sale of the former residence, within certain 
limits, though this generally applies only for moves 
within Canada. Finally, the Canada Revenue 
Agency has adopted an administrative policy 
whereby certain specific costs incurred by an 
employee during a move into or out of Canada 
that are paid for or reimbursed by an employer 
may be treated as non-taxable benefits for 
Canadian tax purposes.  

Withholding from employment income 

21. Employers are required to withhold and remit 
federal and provincial income taxes based on the 
individual's employment income, including fringe 
benefits. In addition, employers are required to 
deduct, at source, contributions to the Canada 
Pension Plan (or the Quebec Pension Plan for 
employees stationed in Quebec), and 
contributions to the federal Employment Insurance 
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plan. Employers must also make matching 
contributions to these plans.  

22. Canada has entered into social security 
agreements with some countries (see Appendix D 
for a list), which may eliminate the requirement for 
an employee to pay into the Canada Pension 
Plan. These agreements generally only apply if 
the employee is transferred to Canada for a 
limited period and he or she continues to be 
covered by a comparable plan in the home 
country. Quebec has entered into corresponding 
agreements with some of the same jurisdictions 
(see Appendix D) with regard to the Quebec 
Pension Plan. 

Interest income 

23. Interest income is subject to inclusion as ordinary 
income, regardless of whether or not the interest 
is derived from a source in Canada. Foreign-
source interest income is granted a foreign tax 
credit of up to 15% for any foreign tax withheld at 
source, though the credit cannot exceed 
Canadian tax payable on this foreign income. 
When foreign tax exceeds 15%, the excess is 
allowed as a deduction from total income. 
However, no deduction is allowed for the foreign 
withholding tax in excess of the rate specified by 
the relevant income tax treaty, unless the recipient 
is a U.S. citizen and the interest is paid from a 
U.S. source. 

Rental income 

24. Rental income is usually treated as investment 
income and taxed as ordinary income. Often in 
foreign transfers the person has such income 
because he or she rents out his or her foreign 
home while in Canada. Deductions for expenses 
incurred to maintain the foreign house are allowed 
in determining the portion of rental income subject 
to tax. Canadian tax law, however, limits the 
amount of capital cost allowance (i.e., tax 
depreciation) that may be deducted to the amount 
required to reduce the rental income to zero. This 
ensures that a rental loss cannot be created by 
claiming capital cost allowance. If rental 
expenses, except for capital cost allowance, 
exceed rental income, the loss generally may be 
offset against the individual's other income, 
provided certain conditions are satisfied. The 
deductibility of rental losses against other income 
may be restricted if there is no reasonable 
expectation of a profit from the rental property. 

Dividend income 

25. The tax treatment of Canadian dividends depends 
on the nature of the dividend. The taxation of 
dividends received by an individual taxpayer is 
intended to reflect the fact that Canadian 
corporate income tax was paid on the income that 

is distributed by the corporation as a dividend. 
This is accomplished by a gross-up and tax credit 
mechanism. Corporations that pay corporate tax 
at regular rates pay “eligible dividends”. 
Corporations that qualify for a lower rate of 
corporate tax pay “non-eligible” dividends. If the 
dividends are “eligible dividends”, the individual 
must “gross up” the amount of the dividends 
reported on his or her tax return for the year of 
receipt by 38% for 2018 and subsequent years. A 
dividend tax credit of 15.02% of the grossed-up 
dividend is then allowed. The dividend gross up 
on “non-eligible” dividends is 15% for 2019 and 
subsequent years, with a corresponding dividend 
tax credit on such dividends of 9.03% of the 
grossed-up dividend. Companies must inform 
shareholders, at the time the dividend is paid, if 
the dividend is an eligible dividend. The relevant 
marginal tax rate on Canadian dividends, which 
ranges from approximately 28%to 48% from 
province to province, is favourable when 
compared to individual marginal rates on income, 
such as salary or interest. All provinces and 
territories also have dividend tax credits that are 
different for eligible and non-eligible dividends.   

26. Foreign dividend income is taxed in full. The gross 
amount of the dividend must be converted into 
Canadian dollars before being included in taxable 
income. No allowance is made for foreign 
corporate income taxes similar to the gross up 
and dividend tax credit described in paragraph 25. 
However, any foreign taxes imposed on the 
individual related to the foreign dividend are 
eligible for the same credit and deduction relief 
available for foreign source interest income as 
described in paragraph 23. 

Treatment of capital gains and losses 

27. An individual who becomes a resident of Canada 
is deemed to have acquired any capital assets 
held at the time he or she becomes a resident. 
The deemed acquisition cost is the asset's fair 
market value on the date residency is established. 
An exception to this deemed acquisition rule 
applies to any "taxable Canadian property" (for 
example, Canadian real estate and shares in 
private Canadian corporations). Gains or losses 
arising on the subsequent disposition of taxable 
Canadian property and on the disposition of any 
capital assets acquired by the individual after 
entering Canada are generally calculated as the 
difference between the proceeds of disposition 
and the actual or deemed cost (including 
acquisition expenses) of the assets, less any 
costs of disposition.  

28. On capital gains, 50% of the gain is included in 
income in the year of disposition and is taxed at 
normal marginal rates. 

29. If there is a capital loss on the sale of an asset the 
loss may be deducted from capital gains when 
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computing income. Excess losses may be carried 
forward indefinitely for use in future years, or 
carried back up to three years to reduce capital 
gains realized in those years. 

30. Individuals are entitled to a CDN $1,000,000 
cumulative lifetime capital gains exemption for 
dispositions of “qualified farm property” and 
“qualified fishing property” acquired after April 20, 
2015. Individuals are also entitled to a cumulative 
lifetime capital gains exemption of CDN $866,912 
(2019) for “qualified small business corporation” 
shares. This amount is indexed to inflation for 
taxation years after 2014. This exemption, 
however, is limited when an individual has 
cumulative net investment losses. In simple terms, 
if an individual has claimed investment expenses 
since 1987, the capital gains exemption is 
deferred until his or her cumulative investment 
income exceeds his or her cumulative investment 
expenses. 

Principal residence 

31. On the sale of a principal residence, all or part of 
the gain is exempt from Canadian tax, provided 
that during the period of ownership, the individual 
was resident in Canada and occupied the 
residence. Special rules exist to ensure that a 
family has only one principal residence at any 
given time. The eligible property can be located 
outside of Canada. Although the gain on sale of a 
principal residence may be exempt from Canadian 
tax, starting with the 2016 tax year, individuals 
who sell their principal residence will have to 
report the sale on their Canadian income tax 
return. 

Leaving Canada 

32. A person ceasing to be a resident of Canada is 
deemed to dispose of his or her assets at their fair 
market value on the date Canadian residency is 
relinquished. An exemption to this deemed 
disposal rule exists for certain assets, including: 

– Canadian real property, which generally is 

taxed in Canada on actual disposition;  

– Unexercised stock options; and  

– Assets held in various types of pension plans.  

33. Also, individuals who were residents of Canada 
for five years or less during any 10 year period are 
exempt from the deemed disposition rule with 
regard to properties they either owned at the time 
they first became Canadian residents or that they 
inherited while they were resident in Canada, so 
long as they own the property when their 
Canadian residency ends.  

34. Any accrued gains or losses for those assets 
subject to the deemed disposition rule are 
reported on the individual's Canadian tax return 

for the year of departure, with half of any net gains 
added to the individual's taxable income and 
taxed at marginal rates. An election is available to 
postpone the payment of the Canadian tax on 
gains realized under the deemed disposition rule 
until the year the subject property is actually 
disposed of. See paragraphs 88 and 89 for more 
details regarding these special rules. 

Additional reporting requirements 

35. Persons resident in Canada who own foreign 
income-producing properties whose total cost 
exceeds CDN$100,000 must file an information 
return, Form T1135, each year that they own such 
property. Exceptions to this reporting requirement 
apply for certain types of assets, such as those 
held in a foreign pension plan (for example, a U.S. 
IRA or 401(k) plan). The filing deadline for the 
T1135 is the same as for the individual tax return 
(April 30th of the following year). Failure to file 
such an information return can result in significant 
penalties. 

36. Individuals are also required to report assets held 
at the time they cease to be a Canadian resident if 
the total fair market value of the assets exceeds 
CDN $25,000. The reporting is made on Form 
T1161, which must be filed with the Canadian tax 
return for the year that they cease residency. 

Deductions from income 

37. A limited number of deductions from gross income 
are permitted in determining taxable income for 
Canadian purposes, including the deductions 
described in paragraphs 38 through 48. 

Interest 

38. Interest on money borrowed to acquire investment 
property or to invest in a business is usually 
deductible.  Interest on loans used for personal 
purposes, including mortgage interest on a home, 
is not deductible. 

Alimony and child support payments 

39. Periodic alimony payments made by a taxpayer 
under a divorce decree (or under the terms of a 
written divorce or separation agreement), to a 
former or separated spouse (or for the spouse’s 
benefit) are generally deductible, subject to 
restrictions as to the precise nature of these 
payments. Also, certain supporting documentation 
usually has to be filed with the first Canadian tax 
return in which the taxpayer claims a deduction for 
alimony payments. The payments constitute 
taxable income to the recipient spouse or former 
spouse if he or she is a resident of Canada. 

40. Treatment of child support payments depends 
upon when the agreement was entered into or, in 
certain cases, modified. For agreements made 
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before May 1997, child support payments made to 
a former or separated spouse are generally 
deductible by the payer and taxable to the 
recipient. Payments made under the terms of an 
agreement made after April 1997 (or where the 
amount of child support paid under an older 
agreement is varied after this date) for child 
support cannot be deducted by the payer, nor 
must these amounts be included in the income of 
the recipient spouse.  

41. Neither alimony nor child support is subject to 
withholding tax if paid to a non-resident. 

42. The specific rules applicable to support payments 
are too complex for purposes of this folio and 
individual advice should be sought. 

Registered plans 

43. A deduction is available with respect to an 
employee's contributions to a “Registered Pension 
Plan” (RPP) or to a “Registered Retirement 
Savings Plan” (RRSP). Income earned in such 
plans is taxed only on withdrawal. 

44. Self-employed individuals may also make 
deductible contributions to Registered Retirement 
Savings Plans. 

45. For both employed and self-employed individuals 
the amount of the deductible contribution is 
generally 18% of the total employment, self-
employment and rental income that was subject to 
Canadian tax in the preceding year, to a 
maximum annual contribution amount (CDN 
$26,230 in 2018 and CDN $26,500 in 2019). The 
amount of the deduction is further limited when an 
individual is a member of a Registered Pension 
Plan, or a foreign pension plan that receives 
employer contributions while the individual is 
working in Canada. In the latter situation, the 
individual is generally precluded from making any 
contributions to an RRSP, regardless of the 
amount contributed to the foreign pension plan.  

46. A non-resident of Canada is subject to a 25% 
withholding tax on RRSP withdrawals. The plan 
administrator is responsible for withholding and 
remitting this tax. However, the individual may 
elect to have the withdrawal taxed at graduated 
rates. In certain circumstances, this election 
enables the taxpayer to withdraw the funds on a 
tax-free basis up to an annual threshold, which is 
usually up to the personal tax credit for the year. 
The 25% rate may also be reduced under the 
provisions of an income tax treaty. 

Child care expenses 

47. Canada allows working parents to deduct child 
care expenses, so long as certain conditions are 
met. To qualify, the expenses must be incurred by 
the taxpayer (or a person supporting the child) to 
earn employment or business income, or to 

pursue training or research activities. The 
deduction can be claimed for a variety of child 
care services, such as babysitting, day nursery 
and attendance at a boarding school or camp. 
The services must be provided in Canada and 
there are rules regarding whom the services may 
be provided by in order to qualify for the 
deduction. If more than one person is supporting a 
child, the deduction generally must be taken by 
the supporting person with the lowest “earned 
income” (i.e. employment and/or self-employment 
income only). The maximum yearly deduction is 
CDN$8,000 per child age 6 or under and 
CDN$5,000 per child from 7 to 16 years old.   

Security option deduction 

48. Individuals normally have a taxable employment 
benefit when they acquire a security under an 
option granted because of their employment with 
a corporation. Individuals are required to include 
the taxable employment benefit in their income in 
the year they exercise the option to purchase the 
security. In any event, in the year the employee is 
considered to have a taxable employment benefit 
as a result of a security option, he or she can 
claim a deduction of 50% of the taxable benefit 
(25% when calculating Quebec provincial income 
tax, if certain conditions are not met) when the 
option was for the purchase of publicly listed 
shares and the exercise price was not less than 
the fair market value of the security at the time the 
option was granted. For stock options granted 
after February 21, 2017, Quebec’s stock option 
deduction will increase from 25% to 50% for 
corporations which meet certain conditions.  An 
employee who cashes out his or her stock option 
rights will be eligible for the stock option deduction 
only if the employer makes an election to forgo 
deducting the cash payment from its income. As 
well, to claim the deduction the employee must be 
at arm’s length with the employer, the grantor and 
the corporation issuing the security, and the 
securities must be ordinary common shares from 
the employer (or a corporation not at arm’s length 
with the employer). Please note that the draft 
legislative proposals issued by the Department of 
Finance in June 2019 will change (if enacted) the 
taxation of stock options granted after 2019. The 
proposals impose a $200,000 annual vesting limit 
(based on the value of an option’s underlying 
shares at the date of grant) on options that can 
qualify for the 50% employee stock option 
deduction. The proposed rules will not apply to 
Canadian-controlled private corporations or 
employers that will be specified in the Income Tax 
Regulations. 
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Computation of tax 

Federal and provincial taxes 

49. Federal and provincial income taxes are levied at 
graduated rates, which are provided in Appendix 
A. An example of the calculation of taxable 
income and income tax is provided in Appendix B. 
Except for Quebec, provincial income taxes are 
calculated on schedules attached to the T1 
federal income tax return and provincial income 
taxes are added to the federal taxes reported on 
the summary page of that return. The total tax is 
netted on the summary page against all 
withholding taxes and tax instalments remitted in 
the reporting year to determine if any refund or 
remaining tax liability exists. When tax 
withholdings are not sufficient, individuals must 
make quarterly tax instalments, otherwise they are 
subject to interest charges if the balance of tax to 
be paid on filing exceeds CDN$3,000. 

Tax credits 

50. Unlike other countries that permit deductions in 
determining taxable income, Canada has adopted 
a system of tax credits. The following credits are 
available to most taxpayers (though some may be 
restricted if the individual's or spouse's income 
exceeds prescribed limits), and are usually 
indexed each year for inflation:  

– Basic personal amount for taxpayer and 

spouse (if applicable);  

– Age amount for those at least 65 years old;  

– Amount for eligible dependent; 

– Amount for infirm dependents 18 or older; 

– Canada Pension Plan and Employment 

Insurance premiums;  

– Employment amount; 

– Public transportation amount (available until 

June 30, 2017); 

– Adoption amount; 

– Home buyers’ amount; 

– Pension income amount; 

– Disability amount; 

– Caregiver amount 

– Family caregiver amount; 

– Interest paid on student loans; 

– Eligible tuition amount;  

– Education and textbook amount;  

– Education amounts transferred from child; 

– Amounts transferred from spouse; 

– Eligible medical expenses; and  

– Eligible charitable donation and gifts. 

51. In addition, as explained above, a taxpayer is 
entitled to deduct certain dividend tax credits and 
foreign tax credits in computing tax payable. 

Residents of Quebec 

52. Individuals resident in Quebec on December 31, 
or on the date they cease Canadian residency, 
must file both a T1 federal tax return with the 
Canada Revenue Agency and a separate TP1 
Quebec income tax return with the Quebec 
Ministry of Revenue. Though the Quebec 
personal tax legislation generally follows federal 
tax legislation, some differences do exist. Quebec 
income tax is imposed on taxable income at 
graduated rates, currently ranging from 15% to 
25.75%. The combined top federal and Quebec 
marginal tax rate in 2019 is approximately 
53.31%, after applying a federal abatement. 

Alternative minimum tax 

53. Canada has an alternative minimum tax (AMT) 
that applies to individuals. The AMT may reduce 
or eliminate the income tax savings otherwise 
generated by certain tax shelter investments, 
capital gains reductions and some other allowable 
deductions. Any AMT paid can be carried forward 
for seven years to reduce regular income tax.  
Thus, for most individuals who are subject to 
AMT, it is generally only a prepayment of tax, not 
an additional levy. 

Taxation of non-residents 

Canadian employment and self-employment 

income 

54. Non-residents of Canada are generally subject to 
federal and provincial income taxes on 
employment income earned in Canada in the 
same manner – and using the same rates and 
income bands – as Canadian residents, though 
they are generally not eligible for the personal tax 
credits described earlier. In addition, non-
residents are subject to federal and provincial tax 
on income from carrying on a business in Canada, 
subject to income tax treaty exemptions. In both 
cases, a non-resident must report the relevant 
income and any deductions and calculate the 
income tax on a non-resident tax return. The 
federal return must be filed on or before April 30th 
of the following year, except that the return for 
income from a business carried on in Canada 
must be filed by June 15th of the following year. 
The final payment of tax in all cases, however, is 
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due April 30th. Furthermore, a separate Quebec 
non-resident tax return must be filed with the 
Quebec Ministry of Revenue (by the same 
deadline) if the employment income or self-
employment income was earned in Quebec. If 
insufficient tax is withheld from the relevant 
income at source, instalments may have to be 
paid during the year.  

Withholding tax on investment income 

55. A federal 25% withholding tax applies to 
investment income, including certain interest, 
royalties, pension income, rents, and dividends, 
when such income is paid from a Canadian 
source to a non-resident. The 25% withholding 
tax, which is deducted at source, may be reduced 
under an income tax treaty to rates ranging from 
0% to 15%. Canadian withholding tax does not 
apply to interest (except for “participating debt 
interest”) paid to arm’s length non-residents. 

56. A reduction in the amount of withholding (possibly 
to 0%) is also available to non-residents for rental 

income or timber royalty receipts from Canadian 
sources. To qualify, the non-resident must agree, 
in advance, to file an income tax return within six 
months of the year-end reporting the rental 
income as if he or she were a Canadian resident. 
Though normal expenses incurred in earning this 
income are allowed, no reduction in tax is 
permitted in respect of the personal credits 
discussed earlier. This alternative approach is 
beneficial if the Canadian tax imposed at normal 
graduated rates on the net rental or timber royalty 
income would be less than the 25% tax that would 
otherwise be imposed on gross payments. 

Special returns 

57. A non-resident may elect to file a Canadian 
income tax return in respect of certain other types 
of Canadian income, such as pension benefits, 
retiring allowances and/or other specified benefits. 
Such an election is only beneficial when the 
amount of tax imposed on the income at 
graduated rates is less than the withholding tax 
that would otherwise be imposed.
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Step 3 

What to do before you arrive in Canada 

 

Planning is the key 

58. Depending on your particular circumstances, the 
taxation system in the country you are leaving, 
and the existence of an income tax treaty with 
Canada, there is a wide range of taxation matters 
you should consider before moving to Canada. 
The following paragraphs outline a few of these 
issues.  

Work permits 

59. If you are not a Canadian citizen and you plan to 
move to Canada for a temporary assignment, you 
must obtain a visa permitting you to enter and 
remain in Canada. Some temporary visitors do not 
require a visa, but they are not allowed to work in 
Canada and the maximum period they are 
granted entry for is six months. Typically, if you 
are planning to come to Canada for work you 
should seek employment authorization in respect 
of specific employment. If you are granted the 
authorization you will receive a non-immigrant 
visa for a fixed period. Alternatively, you may 
apply for a permanent resident immigration visa, 
which will permit you to remain and work in 
Canada indefinitely and without restriction. A 
permanent resident visa is similar to having 
"green card" status under the U.S. system. 
Obtaining a permanent resident visa involves 
longer processing times than a non-immigrant 
visa. 

Timing of income 

60. As mentioned previously, individuals resident in 
Canada are normally taxed on employment 
income upon receipt. Consequently, income that 
is earned before entering Canada but received 
after establishing Canadian residency is generally 
taxable in Canada, though a foreign tax credit 
may reduce the Canadian tax applicable. 
Depending on the timing and manner of the 
taxation of such income in the foreign country of 
residence and the tax rates of that jurisdiction, you 
may wish to arrange to receive such income 
before entering Canada. 

61. If you have stock options obtained through your 
employment, you may want to consider exercising 
those options before becoming resident, 
particularly if you paid any taxes with regard to the 

options to another country before the year of 
arrival (for example, if you paid tax on the original 
grant of the option) because double taxation could 
arise since these taxes will not qualify as a foreign 
tax credit in Canada. If you exercise the options 
after entering Canada, the amount of the benefit 
you derive from the option generally is taxed as 
employment income in Canada in the year of 
exercise, with a possible deduction of 50% (25% 
when calculating any Quebec provincial income 
tax, for certain stock options plans) available if the 
options meet specific qualifications.  

Some useful points 

62. Before entering Canada, consider the following 
tax planning points: 

– Re-evaluate investments that may provide a 

tax shelter in your home country to determine 

how they will be treated for Canadian tax 

purposes. For example, tax-free U.S. 

municipal bonds are subject to Canadian tax. 

If such investments prove not to be tax-

effective for Canadian purposes, consider 

disposing of them before coming to Canada; 

– Consider disposing of investments that have 

accrued losses before you take up Canadian 

residency to prevent the erosion of the tax 

cost as a result of the application of the 

deemed acquisition rules; 

– Because Canada does not permit the filing of 

joint returns by spouses, you should clearly 

segregate investment funds between you and 

your spouse to ensure income is not 

attributed to the spouse with the higher 

income; 

– Because of the application of attribution rules, 

most income-splitting techniques undertaken 

with a spouse or minor children (in other 

words, children under age 18) are not 

effective for Canadian purposes. Therefore, 

before establishing Canadian residency you 

should take steps to ensure the Canadian 

attribution rules do not apply on any income-
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splitting arrangements you might have 

established; and 

– Consider the tax implications of the sale or 

lease of your home country principal 

residence from the point of view of gain 

deferral or exemption, reinvestment 

requirements, and timing, as well as the 

reporting of the sale or the ongoing lease of 

the property for Canadian and foreign tax 

purposes. 

Tax reimbursement plans 

63. It is not uncommon for employers to provide a tax 
reimbursement program in conjunction with an 
overseas assignment. This usually consists of a 
plan to ensure that, from a tax perspective, the 
employee is not better or worse off by accepting 
the overseas assignment. The specifics of such 
plans vary so you should always seek appropriate 
tax advice when considering accepting an 
assignment. For Canadian tax purposes, any 
reimbursement of taxes made under such a 
program is considered taxable compensation 
earned. To achieve the desired protection, some 
form of gross-up will have to be included in 
calculating the overall reimbursement. 

Foreign pension plan coverage 

64. Participation in a foreign pension plan while 
working in Canada may have implications for 
Canadian tax purposes. If you were a member of 
a foreign pension plan before becoming resident 
in Canada and your participation continues, the 
plan will generally be treated as an “Employee 
Benefit Plan” (EBP) for the first 60 months you are 
resident in Canada. If that’s the case, Canadian 
tax will only arise if there are any distributions 
made to you from the foreign plan during the 
period of Canadian residency. 

65. If contributions are made to the foreign pension 
plan in respect of someone who remains in 
Canada beyond the 60 month period, the plan will 
then be treated as a “Retirement Compensation 
Arrangement” (RCA), unless the employer files an 
election with the Canada Revenue Agency within 
a specified period. The election to continue 
treating the foreign plan as an Employee Benefit 
Plan, which is not available to all types of 
employers, imposes certain minor reporting 
obligations on the employer regarding all 
employees who actively participate in the foreign 
plan while they are residents of Canada. An 
employer’s contributions to an EBP or an RCA are 
not included in the employee's income at the time 
of contribution but will be taxable upon withdrawal.  

66. Employee contributions to foreign pension plans 
are not deductible except for some deductions 

permitted under income tax treaties with certain 
countries. Participation in a foreign pension plan 
also limits your capacity to make tax-deductible 
contributions to an RRSP (discussed at paragraph 
45 above). If you are transferring from the U.S. 
and you continue to contribute to a 401(k) plan 
you should discuss the matter with your tax 
advisor because the tax implications may be 
different from that noted above. 

67. Even after you leave Canada, Canadian tax 
issues can arise when you receive amounts from 
a foreign pension plan. The outcome will depend 
on how the plan was treated for tax purposes in 
Canada, while you resided in Canada, and the 
country you reside in at the time you receive the 
amounts. 

Customs 

68. A person entering Canada may qualify for relief 
from the customs and duties that would otherwise 
be assessed on the goods they bring into Canada 
when they move here. For Canadian customs and 
duty purposes, a person on foreign assignment in 
Canada will typically fall into one of three 
categories: 

– The person is entering Canada as a 

temporary resident; 

– The person is entering Canada as a settler; or 

– The person is a Canadian resident 

returning to Canada after an assignment 

abroad. 

69. Someone entering Canada to work for 36 months 
or less (and who has the necessary permit from 
Citizenship and Immigration Canada) is 
considered a temporary resident. A temporary 
resident is entitled to import personal and 
household goods (including motor vehicles) duty-
free, subject to the following conditions: 

– The goods cannot be used by a resident of 

Canada; 

– The goods cannot be sold or otherwise 

disposed of in Canada; and 

– Every item must be removed from Canada at 

the end of the assignment. 

70. Someone entering Canada for more than 36 
months falls into the settler category. A settler is 
entitled to import personal and household effects 
(including motor vehicles) duty-free provided they 
owned, possessed, and used the goods prior to 
arriving in Canada. The Canada Border Services 
Agency (CBSA) insists that all three requirements 
must be satisfied and may ask for documentary 
support (for example, sales invoices, registration 
documents) to support the claim for exemption 
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from duties. Unlike a temporary resident, a settler 
is not entitled to import goods duty-free 
subsequent to their move into Canada. To qualify 
them for the exemption, any personal and/or 
household effects that do not accompany the 
settler should be reported to the CBSA as "goods 
to follow". Items that a settler imports for 
commercial use (for example, manufacturing 
equipment) are subject to regular duties and 
taxes.  

71. Canadian residents and former Canadian 
residents returning to Canada after having been 
abroad for at least one year are classified as 
returning residents. Persons in this category are 
entitled to re-import goods that they took with 
them when they left Canada. The CBSA may ask 
for evidence to support a claim that these are 
"Canadian goods returned". Relief from duties and 
taxes may also be available with respect to 
personal and household effects (including motor 
vehicles) acquired by the returning resident while 
abroad. If a resident has been outside of Canada 
for less than five years, the goods must have 
been owned, possessed, or used by the resident 
for at least six months before returning to Canada. 
The six month requirement is waived where the 
returning resident has been abroad for five years 
or more.  

72. It is important to note that in the case of returning 
residents, the relief from duties and taxes applies 
only to the first CDN$10,000 in value of any single 
item. Thus, for example, a returning Canadian 
resident who purchased a motor vehicle abroad 
that has a fair market value of CDN$25,000 at the 
time of importation is required to pay any 
applicable duties and taxes on CDN$15,000 (in 
other words, FMV of $25,000 less the maximum 
exemption per eligible item of $10,000). 

73. Temporary residents, settlers and returning 
residents should keep in mind that any products 
they import must comply with Canadian safety 
and health standards. In the case of motor 
vehicles, temporary residents are not required to 
bring their vehicles into compliance with Transport 
Canada's safety and emission standards. Settlers 
and returning Canadians should be aware that 
vehicles manufactured to safety standards of 
countries other than Canada or the United States 
will not be allowed in Canada if the vehicles are 
less than 15 years old. Vehicles manufactured to 
U.S. standards may not comply with Canadian 
safety and emission requirements and may have 
to be modified to comply with Canadian 
standards. If the vehicle is to be modified it can be 
registered at the time of importation with the 
Registrar of Imported Vehicles (a registration fee 
is charged) and must be brought into compliance 
with Canadian standards within 45 days of the 
importation date. 

Universal medical care 

74. All Canadian provinces provide medical health 
care plans. While these plans offset the entire 
cost of receiving doctor or hospital care for all 
essential needs, costs for extra services, such as 
private rooms, special nursing care, prescriptions 
(exceptions apply for seniors), and dental care, 
generally are not covered by provincial public 
plans. Extra services are often covered by private 
health plans that supplement the public plans. 
Except for Quebec income tax purposes, the 
payment by the employer of premiums for private 
health insurance plans usually qualifies as a non-
taxable employee benefit. It should be noted that 
payment of the mandatory premiums for the 
provincial plans on behalf of employees is usually 
a taxable employee benefit.  

75. Several provinces impose payroll taxes to 
supplement income tax revenue in funding health 
care. Ontario, Quebec, Manitoba, and 
Newfoundland and Labrador each impose a 
special tax on employers based on their annual 
payrolls. The Northwest Territories and Nunavut 
charge a tax on employees' compensation that is 
deducted at source.  British Columbia requires 
monthly premiums and Quebec may require an 
annual premium to be paid by the individual. The 
Ontario Health Premium is included in the 
calculation of Ontario income taxes for individuals 
and is deducted at source from compensation 
earned by employees working in Ontario. A 
schedule showing the rates for this Ontario Health 
Premium is included in Appendix A. 

76. Generally, there is a three-month delay before 
anyone entering a province can become a 
member of the relevant public health insurance 
plan. Immediately after entering Canada you 
should submit the necessary applications and 
supporting documentation to the provincial health 
department of the province you will be resident in 
to obtain your provincial health plan membership 
card and cards for accompanying dependents. 
Prompt action should help ensure your coverage 
is not delayed beyond the standard waiting period. 
Interim private health coverage should be in place 
prior to being in Canada to ensure adequate 
health coverage during the waiting period. 

Other matters 

77. Numerous other matters should be attended to 
before moving to Canada, including:  

– Arranging insurance coverage (both personal 

and property); 

– Arranging a motor vehicle license; 

– Granting powers of attorney, where 

appropriate, to ensure they will have force in 

all relevant jurisdictions; 



 

People and Organisation 16 

– Arranging for shipment of personal and 

household goods; 

– Notifying banking and financial institutions, 

and making arrangement for continuation of 

payments; 

– Booking your initial accommodation in 

Canada; 

– Arranging schools for your children; 

– Arranging for care and transport of domestic 

pets (and determining whether there are any 

Canadian quarantine rules that might apply); 

and 

– Consulting a solicitor or attorney with respect 

to the validity of your will, given your plans to 

reside in Canada. If you have no will, consider 

whether Canadian intestacy rules, including 

those dealing with the guardianship of minor 

children, may apply if you should die while 

resident in Canada
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Step 4 

What to do when you arrive in Canada 

 
Social Insurance Number and health plan 

registration 

78. As soon as possible after arrival in Canada, 
individuals who have valid Canadian work permits 
or student visas should apply for a Social 
Insurance Number (SIN). The Social Insurance 
Number for individuals who are neither citizens 
nor permanent residents of Canada starts with the 
number "9" and is valid for the period the person 
is authorized to work (or study) in Canada, to a 
maximum of five years. SINs are required by 
employers and various other institutions in 
Canada. Also, the Canada Revenue Agency 
requires the SIN on all personal tax returns and 
on all tax payments made by or on behalf of an 
individual.  

79. Your SIN may be renewed, provided you still hold 
a valid work permit or student visa. Accompanying 
dependents, or other individuals with Canadian 
tax reporting or paying requirements, who do not 
have valid work permits or student visas will be 
required to apply for an individual tax number 
(ITN). 

80. As noted in paragraphs 74 and 76, all persons 
eligible for provincial medical coverage should 
register promptly with the relevant provincial 
authority to minimize the chance of extraordinary 
delay in coverage.  

Canadian payroll withholding 

81. You should complete Canada Revenue Agency 
Form TD1 to ensure personal tax credits are 
taken into account in calculating payroll 
withholdings. You should also complete the 
corresponding provincial form for the province you 
work in. You should provide such forms to the 
employer responsible for withholding and remitting 
Canadian payroll taxes on your behalf. 

Tax payments by instalments 

82. Some international assignees working in Canada 
receive part or all of their salary from a foreign 
company that does not establish a Canadian 
payroll system. In such cases, if your employer 
does not withhold sufficient Canadian income 
taxes you have to pay instalments of tax yourself. 
If your net tax (federal and provincial) owing for 
both the current year and either of the two 
preceding years is over CDN$3,000, instalments 
are required for the current year. (For individuals 
resident in Quebec the threshold is CDN$1,800, 
excluding Quebec income tax.) Thus, individuals 
will not be required to pay by instalments in their 
first year in Canada, but instalments may be 
required after that. Employers who do not remit 
Canadian income tax for their employees can be 
subject to interest and penalties for failure to 
withhold and remit the tax. 

83. Tax instalment payments are due on March 15th, 
June 15th, September 15th, and December 15th. 
Penalties and interest are charged if an individual 
fails to meet the instalment requirements. 

Child Tax Benefit 

84. The Canada Child Benefit (CCB) is a tax-free 
monthly payment made to eligible families to help 
with the cost of raising children under age 18. 
Benefit payments are made to the child’s primary 
caregiver if eligible. The amount of the benefit is 
calculated each July based on family net adjusted 
income for the previous tax year and number of 
children in the household. The maximum benefit 
per child under the age of six is $6,639/year, and 
$5,602/year for children aged 6 to 17. However, 
these amounts begin to be reduced when 
adjusted family net income is over $30,000 and 
are completely phased out at higher family net 
income levels
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Step 5 

What to do at the end of the year 

 
Tax return 

85. Individuals who have sufficient taxable income to 
pay tax must file a federal tax return by April 30th 
of the year following the taxation year in question. 
(The deadline for filing a Quebec return is the 
same). Individuals earning self-employment 
income are given until June 15th of the following 
year to file their returns. There is no provision for 
any extension of these filing deadlines, unless 
they fall on a weekend, in which case the filing 

deadline is usually extended to the next business 
day. 

Payments of income tax 

86. Any balance of tax due is payable by April 30th of 
the year following the tax year in question. This 
deadline applies to both April 30th and June 15th 
filers. Interest is charged on any tax that is paid 
late. Failure to pay the balance by the relevant 
filing deadline will result in penalties on any taxes 
that remain unpaid at April 30th. 
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Step 6 

What to do when you leave Canada 

 
Tax return 

87. When an individual gives up his or her Canadian 
residence and no longer performs services in 
Canada, a tax return for the portion of the year 
before departure is required. This return, however, 
is not due until April 30th (June 15th for self-
employed individuals) of the year following the 
year of departure. 

Deemed disposition of assets 

88. As discussed earlier (see paragraphs 32 to 34) 
the Income Tax Act deems certain assets to be 
disposed of when an individual ceases to be a 
resident of Canada. The deemed disposal rules 
can sometimes trigger a gain even though the 
assets have not been sold. There are some 
exceptions to the deemed disposition rules. For 
example, there is no deemed disposition on 
Canadian real estate.  

Disclosure of the assets held is required if the 
total value of the assets owned exceeds CDN 
$25,000.  

89. A taxpayer is allowed to defer tax payments that 
would otherwise be payable on departure by 
posting adequate security in lieu of tax on any 
gains realized as a result of the deemed 
disposition of assets. The Canada Revenue 
Agency has discretion to determine what 
constitutes “adequate security”. No security must 
be posted on the tax arising on the first 
CDN$100,000 of deemed capital gains. For the 
deferral election to be effective, adequate security 
(usually a letter of credit issued by a Canadian 
bank) for the tax on the deemed gains exceeding 
this CDN$100,000 threshold must be posted with 
the CRA prior to the filing deadline for the 
departure year. If the election is made correctly, 
the deferral of the tax payment will continue, 
without interest or penalties, until April 30th 
following the year the asset is actually disposed of 
or April 30th following the year that the taxpayer 
re-establishes Canadian residency. If Canadian 
residency is re-established the departure tax can 
be reversed if the individual elects to do so, 
provided he or she still holds the subject assets 
and the value of those assets (other than taxable 
Canadian property, such as Canadian real estate 

and shares in private Canadian corporations) has 
not fallen below the gain accrued at the departure 
date. 

Some useful tips 

90. Tax-planning opportunities may exist in the year 
you depart Canada. In particular, you should 
consider the following: 

– Making a Registered Retirement Savings Plan 
(RRSP) contribution and claiming a deduction 
on the Canadian departure year return (see 
“Deductions from income” beginning in 
paragraph 37); 

– Withdrawing RRSP funds after terminating 
your Canadian residency; 

– Timing the disposition of your principal 
residence to permit full exclusion of any gain 
and to avoid withholding of tax on the sale; 

– Exercising security options that qualify for the 
50% deduction (25% for Quebec tax 
purposes, for certain stock options plans), if 
the resulting Canadian tax would be lower 
than the tax that would arise in another 
jurisdiction if the exercise occurred there; 

– Disposing of property that would otherwise be 
subject to the deemed disposition rules on 
departure so that you have funds to pay the 
resulting departure tax; and 

– Delaying the timing of receipt of severance 
payments until after you depart from Canada 
because the payments will then become 
subject to a flat 25% non-resident tax instead 
of being taxed at regular Canadian marginal 
rates. (Such payments may even qualify for 
complete exemption from Canadian tax if the 
severance is not paid by, or charged to, a 
source in Canada). 

91. A personal tax specialist at PwC should be 
contacted prior to your departure to ensure that all 
relevant Canadian tax issues have been identified 
and that you have taken appropriate action to 
ensure that you have complied with the various 
requirements, as well as taken advantage of any 
planning opportunities available. 
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Step 7 

Special considerations for United States 
citizens 
 

U.S. tax returns 

92. The United States requires its citizens to file U.S. 
federal tax returns when residing abroad. As a 
result, U.S. citizens who become resident in 
Canada may encounter special issues. Not only 
will they have to comply with Canadian tax 
requirements, they must comply with U.S. federal 
and possibly state tax laws. While the Canadian 
and U.S. systems are not markedly different, there 
are many areas where they do not mesh, and in 
some situations timing differences can produce 
unexpected results. Consequently, United States 
citizens coming to Canada should seek 
professional advice in most situations. The 
following paragraphs outline some of the more 
common problems that can occur. 

Principal residence concerns 

93. Concerns may arise when an individual who is 
transferred from the United States to Canada 
acquires or rents a home in Canada and rents out 
a residence in the United States. If the U.S. 
residence is rented during the stay in Canada, the 
income received is subject to Canadian and U.S. 
taxation. Deductions for expenses are allowed 
and any loss may be available for offset against 
the individual's other income. Losses reported on 
the U.S. return may be subject to passive activity 
loss limitations on the U.S. return. A foreign tax 
credit is also available to reduce the Canadian tax 
by some portion of any U.S. tax levied on the 
rental income.  

If an individual disposes of his or her U.S. 
principal residence, U.S. law permits an exclusion 
of US$250,000 of the gain on sale (US$500,000 if 
married and filing joint). The exclusion is allowed 
for the sale of a principal residence, provided it 
was owned and occupied as a principal residence 
for at least two of the five preceding years. For 
individuals who rent their home during some or all 
of their stay in Canada and then subsequently sell 
the home, the exclusion may be reduced or 
eliminated because of the rental period. 
Professional advice should be sought if the former 
principal residence in the United States is to be 
rented. 

94. For Canadian purposes, the individual is deemed 
to have acquired his or her U.S. residential 
property at its fair market value on the date the 
individual established Canadian residency. Any 
gain from a subsequent sale during his or her 
residence in Canada will generally be subject to 
Canadian tax.  

95. If the taxpayer purchases a home in Canada and 
occupies it as his or her principal residence 
throughout the period of residency, a gain on a 
subsequent disposition will generally be exempt 
from Canadian tax, as long as the disposition 
occurs while he or she is resident in Canada, or 
within the first year after the residency is 
terminated.  U.S. tax on the sale of a Canadian 
home may be a consideration for a U.S. resident 
or citizen, depending on the availability of the U.S. 
principal residence gain exemption described in 
paragraph 93. 

Individual Retirement Account 

96. For Canadian taxation purposes, a U.S. Individual 
Retirement Account (IRA) is treated as a non-
resident trust.  No deduction is available in 
Canada for contributions to an IRA, but the 
income earned within the account would be taxed 
only upon withdrawal from the plan. 

97. Canadian tax law generally allows an individual to 
transfer lump sum amounts from an IRA to a 
Canadian Registered Retirement Savings Plan on 
a tax-deferred basis. Taxpayers who have IRA 
accounts should seek professional advice before 
making such a transfer. All other receipts from an 
IRA may be taxable in Canada during Canadian 
residency. 

Canadian employer sponsored and individual 
pension plans 

98. Canadian tax laws allow tax-deductible 
contributions to certain Canadian Registered 
Pension Plans established by employers. In 
addition, a Canadian resident may make certain 
deductible contributions to an individual 
Registered Retirement Savings Plan. Though 
such contributions are not always deductible for 
U.S. purposes, to reduce Canadian personal 
taxes it may be advantageous for a U.S. citizen 
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resident in Canada to make contributions to a 
Registered Pension Plan or a Registered 
Retirement Savings Plan. Provided funds are not 
withdrawn from these plans prior to the 
individual's return to the U.S., the Canadian tax 
liability on withdrawal is limited to a maximum 
25% withholding tax, with possible treaty-rate 
reductions.  

Under the Canada-US income tax treaty, 
contributions to employer-sponsored RPPs or 
RRSPs are also deductible for US tax purposes in 
certain circumstances. 

99. Because capital contributions to individual 
Registered Retirement Savings Plans are not 
deductible for U.S. purposes, such contributions 
would not be taxable in the U.S. on withdrawal. 
Accordingly, the effective Canadian rate of tax on 
the amount of contributions upon their withdrawal 
from the RRSP may be reduced to 25%, or 
perhaps even 15%, if the withdrawals qualify as 
periodic pension or annuity payments rather than 
a lump-sum withdrawal. It should be noted, 
however, that continued employer contributions to 
a U.S. pension plan for services performed by the 
individual in Canada will usually prevent the 
individual from making contributions to a 
Canadian Registered Retirement Savings Plan. 

Stock options 

100. An individual holding employee stock options 
should consider possible alternatives before 
moving from the United States to Canada. For 
certain statutory stock options, the exercise of the 
option will not be a taxable event for U.S. 
purposes; the option benefit is taxed only when 
the stock is sold. Further, if the option is exercised 
before moving to Canada, the market value at the 
time of entry into Canada of the stock so acquired 
becomes the cost base of the stock under the 
deemed acquisition rules for Canadian capital 
gains purposes. If the option is not exercised until 
after the individual has taken up residence in 
Canada, the difference between the option price 
and the market value of the stock at the time of 
exercise (subject to a possible 50% deduction of 
that difference) is taxed in Canada as employment 
income in the year of exercise.  

Social security 

101. Social security contributions are generally due in 
the country where the individual works. However, 
if an employee is sent to work temporarily in the 
other country, the Canada/U.S. Social Security 
Agreement (the Agreement) provides for 

contributions to continue in the home country only. 
Application should be made for a certificate of 
continuing coverage under the home country 
system, though this will not usually be granted if 
the assignment is expected to be for more than 
five years. In addition, if contributions have been 
made in both the U.S. and Canada, the 
Agreement provides for contributions to both 
systems to be taken into account in order to meet 
eligibility requirements for future entitlement of 
social security benefits from both systems. There 
is also a Quebec/U.S. Social Security Agreement 
that has similar provisions. Under the Canada-
U.S. Tax Convention, benefits received from 
either country's social security systems are only 
taxable in the country in which the individual 
receiving them is actually resident.  

Holding companies 

102. Over the past decade it has been a common 
practice for Canadian-resident individuals with 
substantial investments to hold these investments 
through a corporation. As a result of U.S. passive 
foreign investment company rules, such an 
approach is generally ineffective (and potentially 
costly) for U.S. citizens. The U.S. rules provide 
that investment income earned by a Canadian 
corporation held by a U.S. citizen is taxed for U.S. 
purposes in the hands of the individual. In such a 
situation, professional advice should be sought. 
Canadian rules could also require individuals 
resident in Canada who own a certain percentage 
of closely-held U.S. corporations to include a 
portion of any investment income earned by those 
corporations in their taxable income reported on 
their Canadian tax returns.  

Tax shelter investments 

103. A U.S. citizen resident in Canada should exercise 
caution investing in either a Canadian or U.S. tax-
sheltered investment. A tax-sheltered investment 
is generally one that provides the investor with 
substantial income tax write-offs or credits. While 
a thorough review of such investments is beyond 
the scope of this folio, suffice it to say that 
Canadian tax shelter investments are usually 
ineffective in reducing U.S. income tax, and vice 
versa. However, U.S. investments that are 
restricted by the “Passive Activity Loss Limitation” 
rules may provide an effective tax shelter in 
Canada. Before this can be determined, you 
should examine the Canadian “at-risk” and the 
capital cost limitation rules in respect of each 
investment.
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Step 8 

Other matters requiring consideration 

 
Tax withholdings for non-resident business 

travellers 

104. Under Canadian tax withholding regulation 
(Regulation 102), employers (whether residents of 
Canada or not) that pay salaries or wages or other 
remuneration to a non-resident of Canada in 
respect of employment services rendered in 
Canada are required to withhold personal income 
tax unless a waiver has been received prior to 
commencing work physically in Canada. There 
are no 'de minimis' exceptions, and this 
requirement applies regardless of whether the 
non-resident employee in question will actually be 
liable for Canadian income tax on that salary 
pursuant to an income tax treaty that Canada has 
signed with another country.  

105. Effective 1 January 2016, an amount paid by a 
‘qualifying non-resident employer’ to a ‘qualifying 
non-resident employee’ is exempt from the 
Regulation 102 withholding requirement if the 
employer applies for relief and is approved under 
Canada’s Non-resident Employer Certification 
Program. 

106. Generally, a ‘qualifying non-resident employer’ 
must meet the following two conditions: 

– Is resident in a country with which Canada 
has a tax treaty (‘treaty country’). 

– Is at that time certified by the Minister. 

107. A ‘qualifying non-resident employee’ must meet 
the following three conditions: 

– Is resident in a treaty country. 

– Is exempt from Canadian income tax under a 
tax treaty. 

– Either 

o is present in Canada for less than 90 
days in any 12-month period that 
includes the time of payment, or 

o works in Canada for less than 45 days in 
the calendar year that includes the time 
of payment. 

108. To become certified, a non-resident employer 
must file Form RC473 (Application for Non-
Resident Employer Certification) with the CRA. 
Certification is valid for two calendar years (at 
which time employers must submit a new Form 
RC473), subject to revocation if the employer fails 
to meet certain conditions or to comply with its 
Canadian tax obligations. 

The conditions to maintain non-resident employer 
certification include: 

– Track and record on a proactive basis the 
number of days each qualifying non-resident 
employee is either working in Canada or 
present in Canada, or the income attributable 
to these days. 

– Evaluate and determine whether its 
employees meet the conditions of a ‘qualifying 
non-resident employee’. 

– Obtain a Canadian Business Number. 

– Complete and file the annual T4 Summary 
and slips, if required. 

– File the applicable Canadian corporate 
income tax returns if the corporation is 
‘carrying on business in Canada’. 

– Upon request, make its books and records 
available to the CRA for inspection.
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Appendix A 

Individual income tax rates 
 

2019 Federal tax rates: 

Taxable income over 
(CDN$) 

Not over (CDN$) Basic federal tax 
(CDN$) 

Marginal rate on excess 
(%) 

0 47,630 0 15.00% 

 47,630 95,259 7,145 20.50% 

95,259 147,667 16,908 26.00% 

147,667 210,371 30,535 29.00% 

210,371 and above  48,719 33.00% 

 

2019 Provincial tax rates 

All of the provinces have a system of applying their own graduated rates directly to taxable income.  Several of these 

provinces impose additional surtaxes when the basic provincial tax exceeds prescribed limits.  

Alberta rates for 2019 

Taxable income over 

(CDN$) 
Not over (CDN$) Tax on column 1 

(CDN$) 
Flat rate on excess (%) 

0 131,220 0 10.00% 

131,220 157,464 13,122 12.00% 

157,464 209,952 16,271 13.00% 

209,952 314,928 23,095 14.00% 

314,928 and above 37,791 15.00% 

 

British Columbia rates for 2019 

Taxable income over 
(CDN$) 

Not over (CDN$) Tax on column 1 
(CDN$) 

Marginal rate on excess 
(%) 

0 40,707 0 5.06% 

40,707 81,416 2,060 7.70% 

81,416 93,476 5,194 10.50% 

93,476 113,506 6,461 12.29% 

113,506 153,900 8,922 14.70% 

153,900 and above 14,860 16.80% 
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Manitoba rates for 2019 

Taxable income over 
(CDN$) 

Not over (CDN$) Tax on column 1 
(CDN$) 

Marginal rate on excess 
(%) 

0 32,670 0 10.80% 

32,670 70,610 3,528 12.75% 

70,610 and above 8,366 17.40% 

 

New Brunswick rates for 2019 

Taxable income over 
(CDN$) 

Not over (CDN$) Tax on column 1 
(CDN$) 

Marginal rate on excess 
(%) 

0 42,592 0 9. 68% 

42,592 85,184 4,123 14.82% 

85,184 138,491 10,435 16.52% 

138,491 157,778 19,241 17.84% 

157,778 and above 22,682 20.30% 

 

Newfoundland & Labrador rates for 2019 

Taxable income over 
(CDN$) 

Not over (CDN$) Tax on column 1 
(CDN$) 

Marginal rate on excess 
(%) 

0 37,591 0 8.70% 

37,591 75,181 3,270 14.50% 

75,181 134,224 8,721 15.80% 

134,224 187,913 18,050 17.30% 

187,913 and above 27,338 18.30% 

 

Northwest Territories rates for 2019 

Taxable income over 
(CDN$) 

Not over (CDN$) Tax on column 1 
(CDN$) 

Marginal rate on excess 
(%) 

0 43,137 0 5.90% 

43,137 86,277 2,545 8.60% 

86,277 140,267 6,255 12.20% 

140,267 and above 12,842 14.05% 

 

Nova Scotia rates for 2019 

Taxable income over 
(CDN$) 

Not over (CDN$) Tax on column 1 
(CDN$) 

Marginal rate on excess 
(%) 

0 29,590 0 8.79% 

29,590 59,180 2,601 14.95% 
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Taxable income over 
(CDN$) 

Not over (CDN$) Tax on column 1 
(CDN$) 

Marginal rate on excess 
(%) 

59,180 93,000 7,025 16.67% 

93,000 150,000 12,662 17.50% 

150,000 and above 22,637 21.00% 

 

Nunavut rates for 2019 

Taxable income over 
(CDN$) 

Not over (CDN$) Tax on column 1 
(CDN$) 

Marginal rate on excess 
(%) 

0 45,414 0 4.00% 

45,414 90,829 1,817 7.00% 

90,829 147,667 4,996 9.00% 

147,667 and above 10,111 11.50% 

 

Ontario rates for 2019 

Taxable income over 
(CDN$) 

Not over (CDN$) Tax on column 1 
(CDN$) 

Marginal rate on excess 
(%) 

0 43,906 0 5.05% 

43,906 87,813 2,217 9.15% 

87,813 150,000 6,235 11.16% 

150,000 220,000 13,175 12.16% 

220,000 and above 21,687 13.16% 
 

Ontario surtax in 2019 

Ontario imposes the following additional surtaxes that are calculated on its regular income tax after first reducing the 

latter by any applicable personal tax credits: 

• 20% of Ontario income tax in excess of CDN $4,740 plus  

• 36% of Ontario income tax in excess of CDN $6,067 

Ontario Health Premium – Added to Ontario income tax and surtax 

Taxable income (CDN $) Premium payable in 2019 (CDN $) 

Up to 20,000 0 

20,000 to 25,000 6% of income > $20,000 

25,000 to 36,000 $300 

36,000 to 38,500 $300 + 6% of income > $36,000 

38,500 to 48,000 $450 

48,000 to 48,600 $450 + 25% of income > $48,000 

48,600 to 72,000 $600 
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Taxable income (CDN $) Premium payable in 2019 (CDN $) 

72,000 to 72,600 $600 + 25% of income > $72,000 

72,600 to 200,000 $750 

200,000 to 200,600 $750 + 25% of income > $200,000 

200,600 and over $900 

 

Prince Edward Island rates for 2019 

Taxable income over 

(CDN$) 
Not over (CDN$) Tax on column 1 

(CDN$) 

Marginal rate on excess 

(%) 

0 31,984 0 9.80% 

31,984 63,969 3,134 13.80% 

63,969 and above 7,548 16.70% 

 

Prince Edward Island surtax for 2019 

10% of provincial tax in excess of CDN $12,500 

Quebec rates for 2019 

Residents of Quebec receive an abatement equal to 16.5% of the basic federal tax on their federal income tax return. 

They must, however, file a separate Quebec return with its own calculation of taxable income and pay provincial 

income tax at the following rates. 

Taxable income over 
(CDN$) 

Not over (CDN$) Tax on column 1 
(CDN$) 

Marginal rate on excess 
(%) 

0 43,790 0 15.00% 

43,790 87,575 6,569 20.00% 

87,575 106,555 15,326 24.00% 

106,555 and above 19,881 25.75% 

 

Saskatchewan rates for 2019 

Taxable income over 
(CDN$) 

Not over (CDN$) Tax on column 1 
(CDN$) 

Marginal rate on excess 
(%) 

0 45,225 0 10.50% 

45,225 129,214 4,749 12.50% 

129,214 and above 15,247 14.50% 
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Yukon rates for 2019 

Taxable income over 
(CDN$) 

Not over (CDN$) Tax on column 1 
(CDN$) 

Marginal rate on excess 
(%) 

0 47,630 0 6.40% 

47,630 95,259 3,048 9.00% 

95,259 147,667 7,335 10.90% 

147,667 500,000 13,047 12.80% 

500,000 and above 58,146 15.00% 
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Appendix B 

Typical tax computation 

 

Inclusions: 

Salary and taxable benefits  

Pension income  

Eligible dividends (138% x actual)  

Non-eligible dividends (115% x actual)  

Interest & other investment income  

Taxable capital gains (50% of actual gains net of capital losses)  

Rental income (or loss)  

Business income (or loss)  

Other income  

Total income  

Deductions: (1) 

Registered Pension Plan contributions ( ) 

Registered Retirement Savings Plan contributions ( ) 

Union or professional dues ( ) 

Carrying charges ( ) 

Old Age Security claw back ( ) 

Other deductions (for example, moving expenses, child care expenses) ( ) 

Total deductions: ( ) 

Net income for tax purposes: 

Total income minus total deductions  

Special capital gains exemption ( ) 

Stock option deduction (50% of qualifying benefit/25% for calculating Quebec tax for certain 
plans) 

( ) 

Other deductions (for example, allowable losses of other years) ( ) 
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Taxable income  

 

Federal income tax (1): 

Taxable income $_____  

On taxable income below $47,630 x 15 %  

Taxable income between $47,630 and $92,259 x 20.5%  

Taxable income between $92,259 and $147,667 x 26%  

Taxable income between $147,667 and $210,371 x 29%  

Taxable income over $210,371 x 33%  

Regular tax on taxable income  

Dividend tax credit:  

• 15.02% on eligible dividends (i.e. those grossed-up by 38%) ( ) 

• 9.0301%% on non-eligible dividends (i.e. those grossed-up by 15%) ( ) 

Personal non-refundable tax credits ( ) 

Minimum tax carryover applied ( ) 

Basic federal tax  

Add Old Age Security claw back  

Add CPP payable on self-employment earnings  

Deduct investment and other tax credits ( ) 

Deduct other tax credits (including foreign tax credits and Quebec abatement equal to 16.5% of 

basic federal tax) 
( ) 

Net federal tax (A)  

Provincial income tax (1): 

Provincial marginal rates applied to federal taxable income (2)  

Less provincial personal tax credits (3)  

Basic provincial tax  

Surtaxes, if any, calculated as % of basic provincial tax  

Other provincial reductions or credits (for example, foreign tax credit) ( ) 

Net provincial tax (B)  

Total liability (A+B)  
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Notes 

1. Refer to tables in Appendix A for various rates and other federal and provincial tax information.  

2. Quebec computes taxable income separately from the federal calculation before applying its marginal tax rates. The other prov inces currently 

use the same taxable income as computed for federal purposes. The principal differences in calculating taxable income for Quebec tax 

purposes consist of an add back into income of any employer paid premiums for private medical and dental health insurance cov erage and a 

lower deduction (i.e. 25% instead of 50%) for certain qualifying stock option benefits.  

3. The various provinces have personal tax credits that generally differ from each other's and from the federal personal tax credits.  

 



 

Global Mobility Country Guide (Folio) 31 

Appendix C 

Double taxation agreements 

 

Countries with which Canada has double tax agreements 

In force 

1. The provisions of the existing convention between Canada and the People’s Republic of China do not apply to 
Hong Kong or Macau. 

Algeria France Luxembourg Slovenia 

Argentina Gabon Malaysia South Africa 

Armenia Germany Malta Spain  

Australia Greece Mexico Sri Lanka 

Austria Guyana Moldova Sweden 

Azerbaijan Hong Kong Mongolia Switzerland 

Bangladesh Hungary Morocco Taiwan (2) 

Barbados Iceland Netherlands Tanzania 

Belgium India New Zealand Thailand 

Brazil Indonesia Nigeria Trinidad and Tobago 

Bulgaria Ireland Norway Tunisia 

Cameroon Israel Oman Turkey 

Chile Italy Pakistan Ukraine 

China, P.R. (1) Ivory Coast Papua New Guinea United Arab Emirates 

Columbia Jamaica Peru United Kingdom 

Croatia Japan Philippines United States 

Cyprus Jordan Poland Uzbekistan 

Czech Republic Kazakhstan Portugal Venezuela 

Denmark Kenya Romania Vietnam 

Dominican Rep. Korea, Rep. of Russia Zambia 

Ecuador Kuwait Senegal Zimbabwe 

Egypt Kyrgyzstan Serbia  

Estonia Latvia Singapore  

Finland Lithuania Slovak Republic  
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2. This is an Arrangement for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with 
Respect to Taxes on Income between the Canadian Trade Office in Taipei Economic and Cultural Office in 
Canada. 

Signed-but-not-yet-in-force 

Under negotiation/ re-negotiation 

Belgium (re-negotiated) Madagascar  

Lebanon Namibia 

Australia Germany San Marino 

Brazil  Malaysia  Switzerland 

China, P.R. Netherlands   
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Appendix D 

Social security agreements 

 

Countries with which Canada has entered into a social security agreements 

Quebec has also entered into similar agreements with respect to the Quebec Pension Plan and the 
corresponding social security tax system of the following countries: 

Antigua and Barbuda Hungary Philippines 

Austria Iceland Poland 

Barbados India Portugal 

Belgium Ireland, Rep. of Romania  

Brazil Israel Saint Kitts & Nevis 

Bulgaria Italy Saint Lucia 

Chile Jamaica St. Vincent and the Grenadines 

China Japan Serbia 

Croatia Jersey Slovakia 

Cyprus Korea (South), Rep. of Slovenia 

Czech Republic Latvia Spain 

Denmark Lithuania  Sweden 

Dominica Luxembourg Switzerland 

Estonia  Macedonia  Trinidad and Tobago 

Finland Malta Turkey 

France  Mexico United Kingdom 

Germany Morocco  United States 

Greece Netherlands Uruguay 

Grenada Norway  

Guernsey Peru  

Austria Germany Norway 

Barbados Greece Philippines 

Belgium Hungary Portugal 

Brazil India Romania 

Chile Ireland, Rep. of Saint Lucia 

Croatia Italy Slovakia 

Cyprus Jamaica Slovenia 
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Czech Republic Korea (South), Rep. of Sweden 

Denmark Luxembourg Switzerland 

Dominica Malta Turkey 

Finland Morocco United States 

France Netherlands Uruguay 
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Appendix E 

Canada contacts and offices 
 

Contacts 

Calgary  Toronto 

Suzanne Peever  Kim White 

Tel: (403) 509 6377  Tel: (416) 869 2662 

Email: suzanne.d.peever@pwc.com   Email: kim.white@pwc.com 

     

Montreal   Toronto  

Martha Kittel  Jerry Alberton 

Tel: (514) 205 5348  Tel (416) 365 2746 

Email: martha.kittell@pwc.com  Email jerry.alberton@pwc.com 

     

Oakville  Vancouver 

Chantal McCalla  Diane Akelaitis 

Tel: (416) 814 5897  Tel: (604) 806 7011 

Email: chantal.g.mccalla@pwc.com  Email: diane.akelaitis@pwc.com  
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Offices 

Calgary  Country 

PricewaterhouseCoopers LLP 
Suncor Energy Centre 
111 – 5th Avenue SW, Suite 3100, East Tower 
Calgary, Alberta T2P 5L3 

 

PricewaterhouseCoopers LLP 
PwC Tower 
18 York Street, Suite 2600 
Toronto, Ontario M5J 0B2 

Tel: (1) (403) 509 7500  Tel: (1) (416) 863 1133 

Fax: (1) (403) 781 1825  Fax: (1) (416) 365 8215 

     

Montreal   Vancouver  

PricewaterhouseCoopers LLP 
1250 René Lévesque Boulevard West 
Bureau 2500 
Montreal, Quebec H3B 4Y1 

 

PricewaterhouseCoopers LLP 
250 Howe Street, Suite 700 
Vancouver, British Columbia V6C 3S7 

Tel: (1) (514) 205 5000  Tel: (1) (604) 806 7000 

Fax: (1) (514) 876 1502  Fax: (1) (604) 806 7806 

     

Oakville    

PricewaterhouseCoopers LLP 
PwC Centre 
354 Davis Road, Suite 600 
Oakville, Ontario L6J 0C5 

   

Tel: (1) (905) 815 6300    

Fax: (1) (905) 815 6499    

     

 



 

© 2019 PricewaterhouseCoopers LLP. All rights reserved. PwC refers to the United States member firm, and may 
sometimes refer to the PwC network. Each member firm is a separate legal entity. Please see www.pwc.com/structure for 

further details. 
 

“PricewaterhouseCoopers” and “PwC” may also refer to one or more member firms of the network of member firms of 
PricewaterhouseCoopers International Limited (PwCIL), each of which is a separate legal entity.  

 
PricewaterhouseCoopers does not act as agent of PwCIL or any other member firm nor can it control the exercise of 

another member firm’s professional judgement or bind another firm or PwCIL in any way.  

 


