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Margina l Tax Rate  Comparis on: U.S Vs . Canada



U.S. Tax Filing and Reporting Obligations

• U.S. c itizens  and green card holders  are  taxed on 
worldwide  income, even afte r moving to Canada.

• Ongoing filing obligations  inc lude  Form 1040, FBAR 
(FinCEN 114), FATCA (Form 8938), and others  (e.g., 3520, 
5471, 8621).

• Failure  to comply can res ult in s ignificant penalties .

• Canadian inves tment vehic les  like  TFSAs  and FHSAs  
often create  additional U.S. reporting is s ues .



Pas s ive  Fore ign Inves tment Companies  (PFICs )

• Most Canadian mutual funds , ETFs , and private  companies  
with pas s ive  as s e ts  are  PFICs  for U.S. purpos es .

• Each PFIC requires  Form 8621: complex and time-cons uming 
reporting.

• PFIC income is  taxed punitive ly in the  U.S., potentia lly leading 
to double  taxation.

• RRSPs  are  exempt, but TFSAs , FHSAs, and non-regis te red 
accounts  are  not.



Single -Member LLCs

• Canada treats  U.S. LLCs  as  corporations , not flow-through 
entities .

• The U.S. treats  them as  dis regarded entities : income is  taxed 
to the  member direc tly.

• This  mis match can create  double  taxation and limit fore ign 
tax credit availability.

• Dis tributions  may be  treated as  dividends  in Canada with no 
credit for U.S. tax paid.



CFCs  and Fore ign Affilia tes

• U.S. c itizens  controlling non-U.S. corporations  may be  s ubjec t 
to Subpart F and GILTI income inc lus ion.

• Canadian res idents  controlling non-Canadian corporations  
face  FAPI rules  attributing pas s ive  income.

• Thes e  regimes  often caus e  double  taxation and complex cros s -
border reporting obligations .
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