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• “59% of Canadians feel personally responsible for their financial security in 
retirement…..only 36% are confident they will have sufficient funds” 2012 RBC poll  

 

•  “Only 40% Canadian are covered by a pension plan other than CPP” Benefits Canada 
Sep 2011  

 

• “CPPIB became the largest pension fund in Canada with assets of $161.6 billion” 
Investment Executive May 2012 

 

• “In 2011 5 million Canadians were over 65-this will double by 2036” Government of 
Canada (HRSDC) 

 

 

Reality Check……………….. 
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Current Environment 

• Canadians living longer 

• Baby boom bubble 

• Move to defined contribution plans increase individual involvement 

and responsibility for pension 

• Decrease in company sponsored plans and concern re deficits-

Nortel 

• Turbulent stock markets 

• Continued financial uncertainty 

 

…………… all these impact the globally mobile employee 

 

 

 

 

 

 

• …………… 
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Discussing Today  

• Mobile Canadians and their participation in both corporate 

sponsored plans and Canada Pension Plan 

• Social Security Agreements and their impact on the mobile 

employee and employer 

• Foreign workers and Canadian taxation of their corporate sponsored 

plans 

• Other issues including Supplemental Executive Retirement Plans 

and International Pension Plans 

• Impact of Tax Treaties on pension participation  

• Pension issues in global mobility and equalization policies 
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Mobile Canadians and their Pensions 

 

• Building Blocks for pension security 
 

– Government social security for themselves and spouse 

 

– Company sponsored plans such as Registered Pension Plan  

 

– Tax sheltered savings through RRSPs (may be personally funded or 

partially company sponsored) 

 

– Personal savings 
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Social Security Agreements 
______________________________ 

 

Mario Paquet  
  

October 2012 
 



Social security agreements 

 

These agreements are bilateral treaties under international law, which 
coordinate the social security legislation of the two countries and have two 
main objectives:   

 

 Eliminate cases where workers might have to contribute to the social 
security system of two countries for the same work, as well as to make sure 
their coverage under the Canada Pension Plan will not be interrupted. 

 

 Co-ordinate the pension programs of two countries in which a person has 
lived or worked. If a person has lived or worked in another country, he or she 
may be eligible for social security benefits, either from that country or from 
Canada.  

 

These agreements are also called totalization agreements. 
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The role of the CRA 

Under the Canada Pension Plan, the CRA is responsible for the administration 
of the coverage and contribution provisions.  For this reason, the CRA 
participates with HRSDC in the negotiation of the social security agreements 
Canada has with other countries.   

 

The CRA is responsible for the coverage provisions in these agreements.  
Under these agreements the CRA: 

 

 acts as the competent authority for resolving more difficult coverage 
situations; and  

 

 issues certificates of coverage as well as extensions of these certificates. 
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A brief history  

The first social security agreement between Canada and Italy was signed in 
1977.   

 

The agreement with the Untied States of America came into force on  

January 1, 1984 and serves as the model for all subsequent agreements.  
Information concerning this agreement can be found in Information Circular  

84-6.   

 

Canada has now signed over 50 of these agreements with other countries.   
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Provisions concerning the applicable 
legislation 

 
 Generally, Part II of a social security agreement contains provisions which 

prevent “double coverage”  

 

 These provisions are found in articles 6 to 10 and include: 

 

• basic rules for the coverage of employed persons (that is, wage earners 
and salaried employees) and self-employed persons – article 6; 

  

• “detached” workers – article 7; 
 

• crews of ships – article 8; 
 

• government employees (including, but not limited to, locally engaged 
staff of diplomatic and consular posts) – article 9;  
 

• a “savings provision” allowing the competent authorities of the two 
countries, by common agreement, to make exceptions to any of the 
coverage rules when circumstances warrant – article 10. 
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General rules for employed and self-
employed persons 

 ARTICLE 6 - Based on Canada’s Model Provision 

  

General rules for employed and self-employed persons 

 

• Subject to articles 7 to10 

  

1. An employed person who works in the territory of a party shall, in 
respect of that work, be subject only to the legislation of that party. 
 

2. A self-employed person who resides in the territory of a party and who 
works for his or her own account in the territory of the other party or in the 
territories of both parties shall, in respect of that work, be subject only to 
the legislation of the first party. 
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Detachments 
 
ARTICLE 7 - Based on Canada’s Model Provision 

 

Detachments 

 

• An employed person who is subject to the legislation of a party and who 
is sent by his or her employer to work in the territory of the other party 
shall, in respect of that work, be subject only to the legislation of the first 
party as though that work was performed in its territory.  The maximum 
period of such detachments shall be 60 months unless there is consent 
of the competent authorities of both parties. 
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Detachments 

In order for the employment of an employee on detachment from Canada to 
continue to be covered under the Canada Pension Plan, the following 
conditions must be met: 

 

 the employment was subject to CPP contributions before the detachment; 

 

 the employer sends the worker to the other country on a temporary 
assignment; 

 

 the assignment cannot exceed the period indicated in the agreement.  The 
maximum period of detachments range from 36 months to 60 months 
depending on the country. 
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Exceptions 
 
ARTICLE 10 - Based on Canada’s Model Provision 

 

Exceptions 

 

• The competent authorities of the parties may, by mutual consent, modify 
the application of the provisions of articles 6 to 9 with respect to any 
person or categories of persons. 

 

This is the “savings provision” which permits the competent authorities of the 
two countries to vary the application of the coverage rules of articles 6 to 9.  It 
should be noted that a joint agreement of the competent authorities is required 
for this provision to apply. 
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Certificates of coverage 

A certificate of coverage is required by the detached worker in order to confirm 
to the other country that the worker’s employment is pensionable in Canada. 

 

The Ottawa Tax Office issues these certificates.  In 2011-2012, approximately 
3200 certificates were issued to Canadians.  About 55% of these are issued in 
relation to detachments to the USA.  France and United Kingdom account for 
about 21% of the certificates.  

 

Extensions resulting in a detachment period longer than the maximum period of 
the initial detachment provided for in each agreement must be agreed to by the 
competent authority in both countries. Extension requests should be filed 
before the previously issued certificate expires.  
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What if there is no social security 
agreement (SSA)? 
Although double coverage is not preventable, continued coverage under the 
Canada Pension Plan occurs providing the employment is pensionable in 
Canada and the following conditions are met: 

 

 The employee ordinarily reports to work at an establishment of his or her 
employer in Canada or is a resident of Canada who is paid by his or her 
employer in Canada.  In these situations coverage is mandatory.  
(Paragraphs 16(1)(a) and (b) of the Canada Pension Plan Regulations) 

 

 The employee is a resident of Canada and was working for the employer in 
Canada at the time of detachment. In this case the coverage only occurs if 
the employer completes Form CPT8 Application and Undertaking for 
Coverage of Employment in a Country other than Canada under the Canada 
Pension Plan.  (Section 16(2) of the Canada Pension Plan Regulations). 
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 A comparison  
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With a SSA Without a SSA 

Article 7 – SSA 16(1)(a) of the  

CPPR 

16(1)(b) of the  

CPPR 

16(2) of the CPPR 

Covered under 

CPP before being 

detached 

Employment is 

pensionable if in 

Canada 

Employment is 

pensionable if in 

Canada 

Employment is 

pensionable if in 

Canada 

Sent by his 

employer for a 

temporary period 

 

The employee 

ordinarily reports for 

work at an 

establishment in 

Canada of his/her 

employer 

Resident of Canada No SSA 

Employer 

operating in 

Canada  

Paid by his employer 

from Canada 

Employed in Canada 

and resident of 

Canada at the time of 

detachment 

Certificate of 

coverage 

Form CPT8  

 



Some typical coverage situations 

 

 

 

 An employee is on detachment in a country for which the employee has 
already received a certificate of coverage for that country.  The employee is 
now being detached to another country by his or her employer without 
returning to Canada.    

 

 

 An employee working in a country unaware of the existence of a social 
security agreement. A year later the employee realizes that there is an 
agreement in place and would like to obtain a certificate of coverage 
retroactive to the start of the employee’s assignment. 
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More information 

Information concerning social security agreements on the CRA website has 
recently been updated. 

 

A new article titled CPP and EI Explained – Canada’s international social 
security agreements was added. 

 

All applications for certificates of coverage by country are also listed.   

 

The following are links to information on the site. 

 

 www.cra-arc.gc.ca/tx/hm/ssgrmnts/menu-eng.html 

 

 www.cra-arc.gc.ca/tx/hm/xplnd/ssgrmnts-eng.html 
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Corporate Sponsored Pension Plans  

• Registered Pension Plans 

 

• Defined Benefit (“DB”), Defined Contribution or Money Purchase (“DC”) or 

combined DB & DC plans 

 

• Registered with CRA 

 

• Statutory limits to contributions to limit income deferral and corporate 

deductibility 

• Canadian taxation of earnings is deferred  
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Corporate Sponsored Pension Plans  

 

• Group Registered Retirement Savings Plans 

• Not registered with CRA 

• Initially developed as an individual pension plan for Canadian 

residents 

• Statutory contribution limits at individual level which limit deferral and 

corporate deductibility 

• Annual contribution limit based on either prior year earned income or 

unused RRSP contribution limit 

• Income within the plan is deferred 

• More flexible than RPP and attractive to employers due to simplicity 

and low cost to administer 

• Difficult to adapt to mobile employees 
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Global Mobility Considerations 

 

 

• Consider corporate philosophy  

•  DB v. DC plan design considerations for mobile employees (foreign 

service credits) 

• Continue both government and corporate pension participation while on 

assignment 

• Deductibility of contributions to corporation(somewhere) 

• Deductibility employee contributions(in assignment location where he is 

taxable) 

• Deferral of earnings within plan (in assignment location) 
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Mobile Employees – RPP Participation 

 

• Review plan document to see if RPP has provision permitting non resident 

employees to participate 

 

• Determine term of assignment-coverage will generally be permitted for up to 

5 years 

 

• Current or past service provisions and relationship of foreign employer to 

Cdn company 

 

• Consider how employee contributions are to be funded-either through payroll 

withholdings or through direct employee contributions 
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Other Retirement Plans 

 

• Other retirement plans – Canadian unregistered plans 

 

• Foreign pension plans 

 

• Supplemental Executive Retirement Plans (SERPs) 

 

• International Pension Plans (IPPs) 
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Retirement Plan Alternatives – Key issues for foreign workers in 
Canada 

• Likely no or limited corporate tax deduction  

 

• Limited ability to defer income inclusion at employee level 

 

• Canadian taxation as: 

− Salary Deferral Arrangements (potential re-characterization by CRA for 

highly-compensated employees); or 

− Retirement Compensation Arrangements; or 

− Employee Benefit Plans 

 

• Tax implications in the foreign jurisdiction 
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SERPs 

• Generally unfunded 

 

• BUT: employee portion of what would have been their pension contribution? 

 

• If guaranteed = “funded”  

− Canada: Retirement Compensation Issues 

− US: current taxation 
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International Pension Plans 

• Most complete – can be structured so that it provides employee with a 
benefit most similar to what they would have expected had they not been on 
assignment 

 

• Can cover all of an employer’s expatriate/mobile population 

 

• Typically unfunded 

 

• Most complex  

 

• Expensive to maintain for the benefit of few 

• Allocation of costs if used by corporate members of a group 

 

• If considered a trust for Canadian or US purposes, respective non-resident 
trust rules may apply - inefficient vehicle 
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Tax Treaties and Pensions  

• General Concepts 

• Permits deductibility of contribution made to home country 

plans in assignment country  

• Employee required to be  a member of plan before leaving 

home country 

• Deferral of income accumulating within this plan 

• Portability from one type of deferred plan to another such as 

rollover of RPP to RRSPs 

• May permit contribution to government sponsored plans as a 

deduction in assignment taxable income 

• Generally limit benefits to 60 months 

 

 

 

 

 

•  Also 
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Tax Treaties and Pensions 

• Coverage and Administrative Issues 

• Pension deductibility provisions in over 17 Treaties 

 

• Examples 

• US Treaty-deductibility of 401K contributions in 

Canada for 60 months 

• Complete RC267 (RC269 for other countries) and file 

with personal tax return-no specific approval required 

 

• Employer required to report PA for pension participation 
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Case Studies 
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Other Retirement Plans - Case study 
 

 

• Wally Winnipeg is on assignment to Chile and a non resident of Canada.  He is 

on Cdn payroll and participates in his company group RRSP and they match 

his contributions to a maximum of 5% of earnings. 

• Base and bonus $150,000 

• Wally’s RRSP contribution $10,000 

• Company match $7,500 

• Wally has unused RRSP room of $50,000 

• Canadian Implications 

• Deduction available but no tax savings to Wally in current year as 

he is not subject to Cdn tax 

• Wally can defer his deduction till a year when he has Cdn taxable 

income 
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Other Retirement Plans - Case study - continued 

Chile Implications 

• CDN company may be able to claim deduction or cross charge 

to Chile 

• No deduction to Wally for RRSP contribution, as not a pension 

plan 

• Company match is taxable 

• May be a cost to company in tax equalization 

 

Change facts and Wally has no RRSP contribution room 

• Attracts penalty tax 

• Treatment in hypothetical income tax calculation 
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Short Term Assignment – Case study 

• Ted Texas is sent by his employer to work in Toronto for 4 years.  He was a 

member of the company’s 401(k) plan before his move.  During 2012 he 

made a $10,000 elective contribution and his employer matched the 

contribution with $5,000. 

 

• Ted can deduct the $10,000 from his Cdn compensation 

• He needs to complete form RC267 

• His employer can deduct the $5,000 but should report a pension adjustment: 

 

• PA as calculated if Cdn plan would be $15,000 

• PA as calculated due to being a foreign plan is 

$22,450 

 

If Ted stays for longer than 5 years no further deduction 
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Portability of Pensions - Returning Canadian – 

Case study 

• Alice Assignee has accumulated $80,000 in a foreign retirement plan while 

working overseas.  She want to take a lump sum and transfer this amount to 

a CDN RRSP 

• Determine tax payable in assignment location-generally limited under 

relevant Treaty-assume a 15% rate 

• Pension payout fully taxable in Canada on receipt 

• Eligible for special lump sum RRSP contribution under 60(j) of the Income 

Tax Act 

• Foreign taxes available as a tax credit 

• Result is tax sheltered rollover and no additional tax burden as foreign tax 

allowed as a credit on her Cdn return 
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Pension Issues in Global Mobility Policies 

• Many expatriate policies want to ensure that an employee remains “whole” 

for pension coverage while on assignment  

•     Remain in CPP 

•  Corporate pension plans 

• RPPs-ensure plans provide for mobile employees 

• Group RRSPs  

• Transferred employees can lose home country retirement plan benefits 

• SERPs and impact in foreign jurisdictions 

• Considerations 

• Type of assignment-full equalization, local contract or other 

arrangement 

• Impact of Tax Treaties 

• Portability if assignee goes into local plans 
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Pension Issues in Global Mobility Policies 

Other alternatives 

− Catch-up payments upon return on future services 

Lump sum payments with gross-up 

− SERPs – unfunded to avoid host country tax 

− International pension plans – expensive 

 

Treatment in Equalizations 

− Deduction for actual pension contributions 

− Deduction for RRSP 

− Actual contribution may be prohibited 

− Deduction for notional contribution 

− Possible double deduction –once in hypo and 

also on return to Canada 
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Pension Mobility Issues-Conclusion 

• Determine corporate philosophy and typical plan approach 

 

• Size and dispersal of population 

 

• Equalization policy and impact 

 

• One size does not fit all! 

 

 

QUESTIONS???????? 

 

CERC Conference 2012 37 



Presenters' Contact Information 

Georgina Tollstam 

KPMG, Partner 

416-777-8735 

gtollstam@kpmg.ca 

 

Mario Paquet 

Government of Canada 

613-957-2072 

Mario.Paquet@cra-arc.gc.ca 

 

 

CERC Conference 2012 38 

mailto:gtollstam@kpmg.ca
mailto:Mario.Paquet@cra-arc.gc.ca
mailto:Mario.Paquet@cra-arc.gc.ca
mailto:Mario.Paquet@cra-arc.gc.ca


 

Appendices 
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Social security agreements by continent 

 

 

 
 

Africa 

Morocco 

Asia 

Israel* Korea, S Turkey China*** 

Japan Philippines India ** 

*      Israel is a coverage agreement only 
**    India should be signed soon 
***  China, we just had our first meeting to exchange information 
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Social security agreements by continent 
Europe 

Austria Finland Italy Netherlands  Switzerland 

Belgium France Jersey\Guernsey Norway Sweden 

Croatia Germany Latvia Poland United 
Kingdom* 

Cyprus Greece Lithuania Portugal Bulgaria** 

Czech Republic Hungary Luxembourg Romania 

Denmark Iceland Macedonia Slovakia 

Estonia Ireland Malta Spain 

*   United Kingdom is a coverage only agreement  
** An agreement with Bulgaria has been signed and should come into force in 2013 
 
Once Bulgaria’s agreement comes into force, Canada will have agreements with all 27 
EU countries 
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Social security agreements by continent 

North America 

Antigua and 
Barbuda 

Grenada St. Kitts and Nevis United States 
 

Barbados Jamaica St. Lucia Bermuda * 

Dominica Mexico Saint Vincent and 
Grenadines 

* Bermuda, one meeting to exchange information 
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Social security agreements by continent 

Oceania 

Australia* 

New Zealand ** 

*  Australia’s agreement has been revised to add coverage and should be signed 
shortly 
** New Zealand, benefit agreement only 

South America 

Chile Argentina* Peru *** 

Uruguay Brazil ** 

*    Argentina should be signed in 2013 
**  Brazil has been signed during fall 2011 and should be into force in 2013 
*** Peru, the agreement to be finalized soon 
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