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Flexible work environments, alternate work arrangements, remote work, digital nomads 

— these are just some of the concepts helping to define the “work-from-anywhere” 

shift. Until recently, many companies were still evaluating these ideas by collecting 

employee feedback, conducting internal stakeholder meetings, and slowly building out 

new policies.

But the onset of COVID-19 made the need to work from 

anywhere a sudden reality for many companies. Offices were 

shut down, assignment locations were changed, some 

employees were moved to other countries or brought home, 

and lockdowns ensued, which—in some instances— included  

border shutdowns. 

These developments brought the work-from-anywhere 

approach to the top of employers’ agendas. And it appears 

here to stay (Graphic 1).  

 There has already been a move toward greater 
employee flexibility in recent years in many cases, 
driven by the war for talent, but the pandemic has 
accelerated the shift to remote work. Talent risk is 
now the #1 threat to long-term company growth.1 

 Companies are benefitting from increased employee 
productivity in a majority of cases. 

 Work from anywhere is a potential solution to talent 
shortages, as it provides greater flexibility to hire 
remote foreign workers. 73% of CEOs believe that 
remote working has widened their talent pool.1 

According to recent surveys, the marketplace and workforce 

seem to  want work from anywhere options for workers to be 

maintained, rather than returning to the pre-COVID-19 

normal.2 

This article discusses tax and other considerations to keep in 

mind while reviewing remote work requests and provides a 

suggested action plan. 

Remote workers and key areas of compliance 

As people move from one jurisdiction to another, global 

mobility program managers should consider the following five 

key areas of compliance, among other potential issues. 

i. Income tax and social tax compliance 

Since a cross-border remote worker may be subject to more 

than one jurisdictions’ laws, it is essential to determine their 

tax liability in each jurisdiction. Several countries announced 

tax relief measures due to workers’ temporary or unintended 

presence in their jurisdictions, resulting from COVID-19-

related relocations. These measures should be reviewed in 

detail to confirm that the relief is still in place and that each 

impacted employee meets the eligibility conditions. Note that, 

where there are income tax treaties between two countries, 

an individual does not always automatically qualify for treaty 

exemptions. Because residency rules and income tax treaties 

can be complicated, a careful review of the specific tax treaty 

should be conducted to confirm whether this individual is 

eligible for exemptions. 

From a domestic U.S. perspective, it is also important to 

consider state income tax issues where people were 

relocated from one state to another. 

Similar to income taxes, social taxes may be triggered based 
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on the laws of two jurisdictions. Reviewing social security 

agreements between the countries can confirm whether 

exemptions are available in this regard. Importantly, social 

security taxes are the employer’s obligation in many locations 

and cannot be fulfilled unless the employer complies with 

local reporting and withholding requirements. 

ii. Payroll tax compliance 

Even while an employee remains employed with the company 

in his home country, remote work arrangements may trigger 

host country payroll obligations for their employer. In 

response, some employers create a “shadow payroll” or a 

“split payroll” to fulfil their obligations and remain compliant in 

the host location. Even where an employee is exempt from 

tax due to a tax treaty, employers may face a waiver or other 

filing requirement in order for the employer not to have a 

remittance obligation. 

Employers with remote workers in Canada will have to 

determine their provincial income tax withholding depending 

on the location of the employer’s establishment where the 

employee reports to work, which may differ from the 

employer’s province of residence. In addition, employers with 

remote workers in the US must consider the state tax payroll 

rules, which vary from state to state. 

iii. Corporate tax compliance 

An individual who performs her employment outside her 

home location may be viewed as creating a permanent 

establishment (PE) or taxable corporate presence in the host 

location, depending on the work performed. For instance, 

employees who regularly visit the business premises of a 

related overseas entity could trigger fixed place of business 

PE implications for the home company. This issue should also 

be considered related to cross-border remote work from a 

home office. Generally speaking, an employee’s home office 

is not normally considered to be the corporate employer’s 

“fixed place of business”, provided that that home office is 

not objectively identified with the business of the employer. 

Still, it’s important to explore the facts of the situation to 

confirm this conclusion. Similarly, employees who conduct 

business activities to conclude contracts while travelling in 

another country could give rise to a PE of the home company 

in that host country. The risk here is that foreign filing 

obligations may arise and profits attributable to the work 

performed by this individual could be considered taxable 

income for the company in the host country.  

Therefore, program managers should seek to confirm 

whether a cross-border remote work situation could create a 

taxable presence and PE for the company that is based in the 

home location. Due to the public health emergency, many 

countries have relaxed the rules that would see a foreign 

employee trigger PE in a host country under usual 

circumstances. 

iv. Immigration compliance 

Before approving remote workers’ requests to work in 

overseas locations – or if dealing with an already existing 

situation – program managers may wish to consult with 

qualified immigration counsel to consider the immigration 

ramifications. Different jurisdictions have different compliance 

requirements and processes, and COVID-19-related travel 

restrictions are frequently changing. It’s a good idea to 

conduct a careful analysis of immigration law considerations 

in each respective country to help reduce the risk of 

complications in this sensitive area. Given the pace of change 

to global immigration policies and post-COVID restrictions, 

global mobility professionals must develop an appropriate 

framework to review remote work scenarios. 

v. Employment law 

The type and breadth of employment laws that may apply to a 

remote worker depend on a variety of factors. Among other 

considerations, this may include terms and conditions set out 

in any applicable employment contracts/policies and 

agreements, as well as the legal and statutory regimes that 

exist in both the home and host jurisdictions. In all cases 

where an employee will be working remotely, there are many 

issues to carefully consider and review, such as minimum 

statutory rights and obligations (such as hours of work, 

overtime thresholds, public holidays and vacation 

entitlements), human rights obligations, occupational health 

and safety standards, employee benefits, and termination 

entitlements should be carefully considered and reviewed. 

Additionally, careful thought should be given to the duration of 

the remote work assignment and whether any additional 

employment rights and obligations are invoked in the host 

jurisdiction once the employees’ time there exceeds a certain 

threshold. Any agreement reached with an employee 

regarding a remote work assignment should be well 

documented and clearly set out the terms and conditions that 

apply to the remote work assignment. 

Temporary vs. long-term remote work 

In short-term remote working situations, an employee may 

remain a resident in their home country, and a non-resident in 

the remote work country. The domestic tax rules of the remote 

work country must be considered, as well as whether relief is 

available under an applicable tax treaty or for specific COVID-19 

travel restrictions. Provincial, state or local tax issues may also 

add to the complexity. Payroll obligations differ by country and 

there may be filing requirements even if there is ultimately no 

tax to pay.  

In long-term remote work situations, an employee may be a 

resident in the location of remote work. Liabilities for tax, 

social security and other payroll taxes may shift to the country 

of remote work. Corporate tax risk also increases when an 

employee is working remotely cross-border for a longer 

period, although it may also exist in short-term situations. 
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The following fictional examples illustrate some common 

scenarios that we encounter, where employees enter into 

remote work/flexible work arrangements for a variety of 

reasons. 

Some typical scenarios  

Scenario 1 

Ms. Lucy Zhou, a Chinese national, has lived in Canada since 

August 2012. She entered Canada as a student, and, upon 

graduating in 2015, was hired by ABC Corporation, a Canadian 

Company. In January 2020, Ms. Zhou travelled to China on 

vacation, but could not travel back to Canada due to the public 

health issues around COVID-19 and related lockdowns. Ms. 

Zhou continues to remain in China while still being employed 

by a Canadian company. 

Scenario 2 

Mr. Len Watson, a Canadian national and an employee of XYZ 

Corporation, had lived and worked in the Philippines since 

January 2019 on an international assignment due to end in 

August 2021. However, due to the public health emergency 

around COVID-19, his employer ended his assignment on 

March 30, 2020. Instead of repatriating back to his home 

province of Ontario, Mr. Watson and his family personally 

chose to fly to Quebec to live with his sister-in-law and be 

closer to family. Mr. Watson has worked remotely in Quebec 

since March 2020, but continues to report to a supervisor in 

Ontario. His employer continued to withhold Ontario taxes 

from his paycheck after repatriation. 

Scenario 3 

In January 2020, Mr. Paul Lucas, a Canadian resident, was 

hired by a U.S. company. He relocated to the U.S. in January 

2020 to live and work in New York. In May 2020, Paul decided 

to travel to Canada for a vacation. On realizing that he can 

perform his work anywhere, he expressed his desire to 

continue working in Canada. He has remained in Canada 

since, working for the U.S. company. 

Progressing from scenario 1 through scenario 3 reveals a 

noticeable shift in employee motives for remote working. In 

Ms. Zhou’s case, the remote work arrangement was required 

because of travel restrictions. In Mr. Watson’s case, while the 

assignment ended early due to the public health emergency, 

he chose to travel to Quebec as a personal preference. 

Similarly, Mr. Lucas realized he could perform his work 

productively from any location and chose to stay in Canada. 

In the marketplace, many companies saw work-from-

anywhere requests that were initially, driven by COVID-19 

temporary relocations. Once employees realized that they 

were able to work effectively from any location, more 

employees are requesting to work remotely for personal 

convenience (as well as other reasons).  

Role of Global Mobility 

Often, global mobility program managers must shoulder the 

responsibility for assessing the employees’ and the 

business’s risks and needs in any remote work assessment, 

including in the above scenarios. Program managers are well-

versed in addressing diverse and nuanced issues relating to 

immigration, tax, and payroll compliance for cross-

jurisdictional moves. In many cases, they have policies and 

procedures that address such circumstances; remote work 

arrangements feel like a natural extension to the mobility 

program.  

Action plan for Global Mobility program managers 

Education is the first step to understanding the requirements, 

obligations, and changes to come. Compliance failures can 

arise out of a lack of understanding rather than a willful intent 

to be non-compliant.  

Therefore, it is essential to create awareness and education 

among HR and global mobility business partners about the five 

critical areas of compliance discussed above as a first step. 

Additionally, program managers can also play a critical role 

in educating other stakeholders such as tax and payroll 

managers to prepare better to implement payroll changes and 

meet compliance requirements. While creating awareness 

and education, mobility managers can also begin 

conversations with stakeholders — such as HR business 

partners, tax and payroll managers, and employees — on the 

company’s long-term imperatives. These conversations can 

help set expectations before taking a deeper dive into a 

broader long-term plan. 
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When creating an action plan, it’s worth considering KPMG’s 

five-step approach to bring about long-term change. 

Recognizing that there is no-one-size-fits-all solution, this 

method was developed by KPMG following discussions about 

companies’ top priorities in this area. This approach allows a 

company to approach remote-work planning based on what 

each step offers, or by combining one or more steps to meet 

specific objectives that align with the organization’s priorities 

and stage of transformation. Common priorities of an 

organization are illustrated in Graphic 2. Understanding the 

key priorities is one of the first steps in creating a longer-term 

action plan. As we note below, the first two steps are more 

suited for implementation in the near future, while the 

remaining steps require greater time investment and should 

be part of the company’s longer-term action plan.  

Step 1: Information collection 

First, companies must collect information to evaluate the scope 

and considerations related to remote work.  

For instance, companies can gather their employees’ travel 

data to help identify locations with the potentially highest non-

compliance risks and, thus, the potentially highest monetary 

penalties and costs. This can help with a focused approach to 

compliance aligned with the company’s overall risk profile. 

Step 2: Risk assessment 

Next, companies should assess the information collected 

from a tax, immigration and employment and labour law 

perspective, as well as any customized needs, to understand 

the risks and benefits of remote work.  

Step 3: Creation of terms and conditions 

Once risks have been assessed, companies should develop 

terms and conditions of their remote work program that will 

minimize the risks and amplify the benefits of a remote 

workforce and ensure that unique requirements have been 

fully considered. The company’s key priorities should be 

considered in determining the terms and conditions discussed 

above. 

Step 4: Develop a compliance program, policies and 

agreements 

Once companies develop the terms and conditions, they will 

want to create a customized reporting package so they are 

enforceable. This can includeworkplace policies, remote 

work agreements, and documentations that maps the tax 

compliance requirements in foreign jurisdictions.  

It is important that companies build a clear and documented 

policy for remote work arrangements,, since  many 

traditional organizations do not explicitly articulate rules for 

work flexibility in the policy. However, as remote working 

gains popularity, both employees and the employer, need to 

understand their expectations to avoid a disconnect 

between employees and their supervisors. The lack of a 

written policy can also give rise to unnecessary compliance 

exposure for the organization. Therefore, a policy that sets 

the wheels of remote working in motion, with guard-rails for 

both the employees and supervisors, can be the foundation 

of a successful work environment. KPMG can help 

develop  a successful remote work arrangement policy by 

conducting benchmarking surveys, gathering stakeholder 

feedback, and providing industry-leading practices. 

Step 5: Plan implementation 

It is important to have a deliberate and considered approach 

to manage the transformation to a work-from-anywhere 

culture. KPMG can provide assistance to the company 

through employee communications and implementation to 

enhance the employee experience and keep everyone on 

the same page. In addition, we can manage the ongoing 

execution of planning and registration of tax and legal 

compliance requirements in all jurisdictions where the 

organization has a footprint and ensure the company’s 

unique needs are fully addressed.  
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Conclusion

With the onset of COVID-19, many corporations have gone 

from looking closely at the option of providing remote work 

arrangements for their employees to realizing the pressing 

necessity to offering more flexible arrangements. As 

employees increasingly look to focus on work instead of the 

traditional office and office building, companies will continue 

to develop new approaches and work through challenges. 

While many organizations had to quickly adapt under the 

“new normal” brought on by the pandemic, 2021 will be an 

important turning point as we acknowledge the lessons we 

learned and create tried and tested new approaches to help 

redefine the way we work.  

 

 

1 Source: KPMG 2020 CEO Outlook COVID-19 Special Edition, KPMG International 

2 Source: For further information and data, see the “COVID-19: Reality of Work and the Virtual Workforce: Insights from the American Worker Survey | 

Summer 2020 Pulse,” webpage published by KPMG LLP (U.S.). 

Also, readers may want to refer to A. Dahik, D. Lovich, C. Kreafle, A. Bailey, J. Kilmann, D. Kennedy, 

P. Roongta, F. Schuler, L. Tomlin, and J. Wenstrup, “What 12,000 Employees Have to Say About the Future of Remote Work” (August 11, 2020) 

published by the Boston Consulting Group (click here). In addition, readers may wish to access “Gartner Survey Reveals 82% of Company Leaders Plan to 

Allow Employees to Work Remotely Some of the Time” (July 14, 2020) published by Gartner, Inc. Readers may also wish to refer to D. Broom, “How do 

workers really feel about remote working? This survey had some surprising results” (October 7, 2020), published on a webpage for the World Economic 

Forum. Finally, readers can view “The 2020 State of Remote Work: Top insights and data from one of the largest remote work reports,” published by 

Buffer (click here). (Note that these are 3rd party (non- governmental, non-KPMG) websites. Providing these links does not represent an endorsement of 

the websites by KPMG.) 
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