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Instructions

• Dialing instructions will appear once you connect 
on the web.

• 15 minute Q & A at end of session.
• Use the chat feature to type a question.
• Need help? Call 888-259-8414.
• Two continuing education credits will be issued 

to CERP/CGMP designees (email info@cerc.ca
for more information).



Thank You to Our Sponsor



Agenda

Welcome & Introductions
Presentation
Conclusion

Q&A



Today’s Presenters

OLGA MIKLAS
Executive Director, KPMG LLP

Olga is an Executive Director with KPMG in the Greater Toronto Area. She has 
more than 10 years of experience in the International Income Tax Area focusing 
on a wide variety of expatriate and personal cross-border tax issues. Olga
provides compliance and advisory services to companies with global work forces. 
She has extensive knowledge and administration experience on both sides of the 
Canada-US border and worked on a number of global mobility policy review and 
development projects as well as assisted many clients with its implementation. 
Olga has solid experience in providing payroll compliance services to clients with 
mobile employees and business travelers.

Olga’s current and past clients include leading companies in the financial, 
automotive and consumer markets sector.

Olga has a Bachelor degree in Commerce and Finance (2001) and a Master of 
Management and Professional Accounting (2003) form the University of Toronto. 
She has also obtained her US Certified Public Accountant designation from the 
state of New Hampshire in 2004.



Today’s Presenters

JENNIFER SANTOS
Senior Manager, KPMG LLP

Jennifer is a Senior Manager in KPMG’s Global Mobility Services with over 16 
years experience assisting with expatriate programs. Jennifer is one of the 
members of the Global Mobility Services payroll consulting team. Jennifer provides 
services to Global companies and their employees related to compensation issues 
that arise out of international job assignments.  She manages all aspects of client 
engagement relationships and provides ongoing support to regional human 
resources contacts.  Jennifer brings a wealth of knowledge to companies who 
require assistance with the cross-border payroll compliance in both Canada and 
the U.S.  Together with her team, Jennifer manages various payroll areas such as 
review of taxable compensation matrixes, determination of taxable income and 
remittances, as well as assisting clients in meeting the payroll reporting 
requirements in both jurisdictions.

Jennifer is a member of the Canadian Payroll Association. She has also obtained 
a certification in Accounting & Taxation at Ryerson University.



Agenda

Introduction
Tax implications of business travel to Canada
Basic principles of directors’ compensation 

reporting
Canadian waiver process for non-residents
Common audit issues
Q&A session



Business Travellers
Canadian Tax Overview

Canadian Domestic Tax Rules
 Non-resident of Canada performing services in Canada is subject to 

withholding and reporting on Canadian sourced income – Reg. 104(2)
 No minimum dollar threshold unless:

 Both the employee and employer qualify and apply for a waiver to 
the Reg. 102 withholding tax and 

 The employer had become a Non-resident Certified Employer

Canada-US Tax Treaty Article XV
 Basic exemption if employee earns less than $10,000 in a calendar year 

or
 If employed in Canada for less than 183 days in rolling 12 month period 

and the host location is not the economic employer



Tax Treaty Article XV – Overview

Paragraph 1
 Subject to the provisions of Articles XVIII and XIX, Salaries, wages, and 

other remuneration derived by resident of Contracting State in respect of 
an employment shall be taxable only in that State unless the employment 
is earned in another Contracting State. If earned in the other Contracting 
state, the remuneration may also be taxed in that other State.

Paragraph 2
 Provides 2 conditions that, if met, can be excluded from being taxable in 

that “other State”
Paragraph 3
 Provides guidance on taxation of income when it is earned in more than 

one State on a ship, motor vehicle, or train



Treaty Exempt Employment Income

Paragraph 2: 
 Remuneration derived by a resident of a Contracting State in respect of an 

employment exercised in the other Contracting State shall be taxable only in the 
first-mentioned State if:

a) Remuneration doesn’t exceed $10,000 in the currency of the other State, or
b) Recipient is present in other State for less than 183 days in any twelve-

month period commencing or ending in the current fiscal year, and 
remuneration is not paid by, or on behalf of, a person who is resident of that 
other State and is not borne by a permanent establishment in that other State

 $10,000 is measured against each employer, not in aggregate
 “Paid by” or “on behalf of” a resident of that other State means that the other 

State is not bearing the cost of the employment services
 “Borne by” means allowable as a deduction in computing taxable income
 Part-year residents – only days present in the US/CAN as a nonresident are 

counted for the purposes of this test



Permanent Establishment (PE)

 “ fixed place of business through which the business is resident of a 
Contracting State is wholly or partly carried on”
 Includes:

a) Place of management
b) Branch
c) Office
d) Factory
e) Workshop,
f) Mine, oil or gas well, a quarry or any other place of extraction of 

natural resources
 Services PE – if meets both of the following:

a) Services performed by individual present for an aggregate of 183 days or 
more in any 12 month period, and

b) More than 50% of gross revenues derived from services performed in that 
State



Tax Treaty – Case Study

Facts
 US resident employed by US company
 Sent to Canada to provide services for Canadian permanent establishment of US company
 Received CAD $65,000 in 2017 tax year
 Employee is present in Canada for 226 days in 2017
 Employee was not present in Canada for 2015 or 2016
 US company does cross charges Canadian permanent establishment for employee’s 

remuneration

Treaty exempt income criteria per Article XV, paragraph 2:
Remuneration derived by a resident of the US in respect of an employment exercised in Canada
shall be taxable only in the US if:
1. Remuneration does not exceed $10,000 in Canadian dollars, or
2. Recipient is present in Canada for less than 183 days in any twelve-month period commencing 

or ending in the current fiscal year, and remuneration is not paid by or on behalf of a person 
who is resident of Canada, and is not borne by a permanent establishment in Canada



Tax Treaty – Case Study Solution

Conclusion
 Remuneration is not considered treaty exempt income and thus the Canadian

source income is taxable in Canada.

Reasoning:
 Remuneration derived by a resident of the US in respect of an employment 

exercised in Canada shall be taxable only in the US if:
1) Remuneration does not exceed $10,000
 Failed, received CAD $65,000

2) Recipient is present in Canada for less than 183 days in any twelve-month 
period commencing or ending in the current fiscal year, and remuneration is 
not paid by or on behalf of a person who is resident of Canada, and is not 
borne by a permanent establishment in Canada
 Passed, present in Canada for 226 days and remuneration is borne by 

Canadian company 



Director’s Fees –
Resident Directors

Generally director’s fees paid to a Canadian tax resident who is 
physically present at board meetings in Canada:

 Reported on T4
 If employment income is also paid, income tax withholdings per the bonus method 

of tax
 If only director’s fees are paid during the year, specific income tax withholding 

calculations using monthly federal and provincial tax tables
 Subject to CPP
 Generally not subject to EI



Director’s Fees –
Non-Resident Directors

Question 1:  Does the participation from abroad, via teleconference, of a non-
resident director to the board meeting held in Canada, constitute services performed 
in Canada? What are the withholding requirements?

CRA Answer: 
 Director’s fees paid to non-residents for duties not physically performed in Canada 

are not considered to be of Canadian source. 
 No federal income tax withholding 
 No CPP withholding

Question 2: How does this impact reporting requirements?

CRA Answer: 
 Reporting of director’s fees by a Canadian corporation payer is required in box 14 

of the T4 slip, irrespective if the director is subject to income tax withholding or not
 T4 with the province of employment US or ZZ



Director’s Fees –
Non-Resident Directors

Question 3:  If the non-resident director is a U.S. citizen and attended the board 
meeting via teleconference from the U.S., are there U.S. withholding and reporting 
requirements?

IRS Answer: 
 The U.S. imposes tax based on tax residency and citizenship
 The director of a corporation, in their capacity as a director, is not considered to be 

an employee of that corporation (Treasury Regulations ss 31.3401(c)-1(f))
 Director’s fees are considered self-employment income, which are:

 Not subject to income tax or FICA (Social Security and Medicare) withholding 
at source

 Reportable on Form 1099-MISC
 The director will be subject to SECA (Self-Employment Contributions Act), 

which is payable with the filing of their income tax return



Non-Resident Employer Certification

Federal Budget – April 21, 2015
Certification Program introduced by CRA effective January 1, 2016
 Exception to withholding and remitting requirements for payments by qualifying 

non-resident employers (QNER) to qualifying non-resident employees (QNEE) 
rendering services in Canada

 QNER files RC473 – Application for Non-Resident Employer Certification
 Once approved, the non-resident employer certification period is valid for up to 

two calendar years
 Does not apply to Quebec withholding if required
 CPP and EI not covered

 CPP not required with certificate of coverage (COC) under Social Security 
Agreement between Canada and employee’s home country

 COC not required for US QNEE in Canada for less than 183 days (does not 
apply to QPP)

 EI exemption available if QNEE is covered in home country under similar 
program while working in Canada



Non-Resident Employer Certification

If a non-resident employer registers with the CRA on Form RC473 then 
tax withholding and reporting of employment income for business 
travelers to Canada is eliminated or modified depending on the facts

Concept of a “qualifying non-resident employer” Sec. 153(6)
 Exempt from Canadian tax
 Resident in a treaty country and 
 Certified by the CRA under Sec. 153(7)

Concept of a “qualifying non-resident employee”
 Meets exemption under the treaty
 Resident in a treaty country
 Work in Canada for less than 45 days in a calendar year
 In Canada less than 90 days in a 12 month period

4 slips# of T4 slips



Non-Resident Employer Certification

Categories of employees for Canada if non-resident employer is 
certified:

Occasional business traveller who meets C$10,000 exemption
 No reporting or withholding

Occasional business traveller with less than 45 workdays and less 
than 90 days presence in 12 month period:
 Annual T4 reporting but no withholding and personal tax filing



Non-Resident Employer Certification

Categories of employees for Canada if non-resident employer is 
certified:

Frequent business traveller in Canada with more than 45 workdays 
and less then 90 days in 12 month period but less than 183 days in 12 
month period
 Annual T4 reporting
 Canadian tax withholding and 
 Personal tax filing requirement to claim treaty exemption and refunds 

(may also apply for individual tax waiver of withholdings)



Non-Resident Employer Certification

Categories of employees for Canada if non-resident employer is 
certified:

Frequent business traveller in Canada with more than 183 days in 12 
month period
 Liable for Canadian taxes under the treaty
 Annual T4 reporting
 Canadian tax withholding and 
 Personal tax filing requirement
 Foreign tax credit on US return



Non-Resident Employer Certification

Important Considerations
 QNER and QNEE resident in a country that Canada has a tax treaty with
 Evaluate and document how your employee meets the definition of a QNEE at the time you pay 

any employment income
 Track and document on an ongoing basis the number of days the QNEE is working in Canada or is 

present in Canada and the employment income that corresponds to these days
 Obtain a Canadian Business Number (BN)

 RC1 – Request for a BN and RC473 should be sent together to CRA
 Register for a payroll account if tax remittances are required
 File T4 slips and T4 Summary for QNEEs who earn more than CAD$10,000 of remuneration 

attributable to Canadian workdays during the year
 QNEEs to file Canadian income tax returns as required by the Income Tax Act for those calendar 

years covered by the certification period for individuals having earned more than CAD$10,000 or 
do not meet the 45/90 days criteria

 QNER books and records must be available in Canada upon request from the CRA (30 days to 
respond)

 QNEE maybe required to obtain an Individual Tax Number for filing of T4s
4 slips# of T4 slips



Non-Resident Employer Certification

Does compliance history affect certification?

 CRA will not consider the QNER’s compliance history with 
withholding, remitting and remitting obligations when it reviews the 
initial application

 Becoming certified does not cancel any previous years non-
compliance

 CRA has indicated they are not using certifications as an audit tool



Non-Resident Employer Certification

In September 2016, CRA issued review letters to certain QNERs to 
assess their ability to comply with the certification program 
requirements:
 The number of employees who have come to Canada during a certain period
 An explanation of the documentation the employer has obtained to support 

the employee’s country of residence
 An explanation on how the employees are exempt from Canadian tax under a 

tax treaty
 The number of days each qualifying non-resident employee was working in 

Canada or present in Canada, including arrival and departure dates
 Review letters are not formal audits
 QNERs should provide a response by the deadline, generally 30 days
 For those that complied to the satisfaction of the CRA with the review 

requests, CRA extended the certification of the QNERs until December 31, 
2018



Non-Resident Employer Certification
Best Practices

How to track employees?
 Dedicated travel provider
 Expense reports
 Log books for high traffic offices/plants

How to demonstrate company is doing its best to comply?
 Have employees sign-off annually on compliance to companies 

policies
 Documentation of processes and policies
 Good education within the business units to get buy on

How to prove residency?
 Work permit application
 HR data – home address
 CRA Form NR-301RC



CRA Audit Update

Common CRA audits in the following areas:
 Attitude of CRA towards taxable benefits is more aggressive (i.e. more 

audits)
 CRA personal income tax audit programs result in systematic foreign 

tax credit information requests and the level of detail requested has 
heightened (i.e. transcripts, employee letters)

 CRA is sending out notices for income reported on Line 104 of the 
Canadian income tax return requesting more detailed information than 
before. 



Wrap up

QUESTIONS?



Contact Information
KPMG LLP

Olga Miklas
T: 416-777-8780
E: omiklas@kpmg.ca

Jennifer Santos
T: 416-777-3204
E: jennifersantos@kpmg.ca



Thank You to Our Sponsors



Future CERC Events

Women Mobilizing Women Networking Evening 
Toronto Jan 16

Webinars: Destination China: Jan 18

Professional Development Program enrolment: Jan 16

CERC National Conference: Sept 16 -18 Montreal



The information contained herein is of a general nature and is not intended to
address the circumstances of any particular individual or entity. Although we
endeavor to provide accurate and timely information, there can be no guarantee
that such information is accurate as of the date it is received or that it will
continue to be accurate in the future. No one should act on such information
without appropriate professional advice after a thorough examination of the
particular situation.


