
Canada’s busi ness com munity is call ing on Prime Min is ter Mark Car ney to review the digital

ser vices tax that has triggered the U.S. gov ern ment’s pro posed retali at ory taxes on Cana dian

com pan ies and investors in U.S. secur it ies.

U.S. Pres id ent Don ald Trump’s massive domestic policy bill, which was passed by the U.S. House

of Rep res ent at ives on Thursday, includes a sec tion tar get ing for eign jur is dic tions that have

imple men ted a digital ser vices tax on large U.S. tech no logy com pan ies or have an under taxed

pay ments rule. Canada enacted its digital ser vices tax in 2024 and has pro posed imple ment ing

an under taxed pay ments rule.

For coun tries that retain the tar geted tax rules, Sec tion 899 of the bill will increase the tax rate

for Cana dian com pan ies and could cost investors who own U.S. secur it ies up to $81-bil lion in

addi tional taxes over seven years, accord ing to an estim ate by the Secur it ies and Invest ment

Man age ment Asso ci ation.

Anthony Quinn, the chief oper at ing officer for the Cana dian Asso ci ation of Retired Per sons, said

the pro posed tax increase is “deeply troub ling” for his 255,000 mem bers – many of whom rely

heav ily on income from U.S. invest ment in their retire ment port fo lios.

Mr. Quinn is call ing on the fed eral gov ern ment to pre pare to re-eval u ate the digital ser vices tax

if it becomes clear that the con sequences of this policy “dis pro por tion ately hurt Cana dian savers

and retir ees.”

“Tax fair ness must not come at the cost of eco nomic self-harm,” he added. “It’s clear that power -

ful Amer ican interests – par tic u larly in the tech sec tor – have flexed their polit ical muscle in

shap ing this legis la tion.”

While Canada’s goal of tax fair ness is laud able, Mr. Quinn says it can not come at the cost of

“severe and dis pro por tion ate pen al ties” for ordin ary Cana dians.

CARP is ask ing the fed eral gov ern ment to imme di ately engage with the U.S. to make the case

that Sec tion 899 is not only “pun it ive” but “eco nom ic ally reck less,” and will hurt retir ees, pen -

sion ers and savers who “had no part in the policy dis pute.”

Cana dian indi vidu als who own U.S. secur it ies are sub ject to a 15-per-cent with hold ing tax rate

under the cur rent Canada-u.s. tax treaty, which is lower than the stat utory rate of 30 per cent.

Under Sec tion 899, however, the with hold ing rate could ulti mately rise to 50 per cent.

Cana dian cor por a tions that receive dividends from U.S. sub si di ar ies are cur rently sub ject to a 5-

per-cent with hold ing rate under the tax treaty between the U.S. and Canada, much lower than

the stand ard rate of 30 per cent. That could also increase up to 50 per cent.

The Port fo lio Man age ment Asso ci ation of Canada – which rep res ents more than 320 invest ment

man agers – said the pro posed bill is “cre at ing sub stan tial uncer tainty” in the mar ket.

“We are con cerned that it could have far-reach ing implic a tions for Cana dian investors – includ -

ing pen sion funds – poten tially dis cour aging both insti tu tional and private invest ment in U.S.

Busi ness groups press Ott awa on digital tax as U.S. bill tar gets
investors

The Globe and Mail (Ottawa/Quebec Edition) · 24 May 2025 · CLARE O’HARA RUDY MEZZETTA

6/27/25, 4:29 PM Busi ness groups press Ott awa on digital tax as U.S. bill tar gets investors

https://globe2go.pressreader.com/similar/281990383442294 1/2



secur it ies,” the asso ci ation’s pres id ent Katie Walms ley said in an e-mail.

The U.S. legis la tion is still required to be passed by the Sen ate and receive pres id en tial approval

before it can become law. The White House expects Mr. Trump to sign the final bill by July 4.

Kevyn Night in gale, leader of cross-bor der tax con sult ing with Levy Salis LLP in Toronto said he

believes Sec tion 899 will make it through.

“Know ing that the tax bill has made it this far, I would bet on some ver sion of this passing,” he

said.

Ian Bragg, vice-pres id ent of research and stat ist ics at SIMA, said the pro posed meas ures would

pen al ize ordin ary Cana dians sav ing for retire ment and edu ca tion, as well as cre ate “unne ces sary

uncer tainty in the mar ket.”

“It’s crit ical that this issue be addressed at the highest levels of Canada-u.s. trade dis cus sions to

pro tect the sav ings and fin an cial secur ity of mil lions of Cana dians,” he said in an email.

For Canada’s small-busi ness com munity, Sec tion 899 intro duces more uncer tainty for com pan -

ies that are already try ing to nav ig ate through a tricky U.s.-canada trade war.

Dan Kelly, head of Cana dian Fed er a tion of Inde pend ent Busi ness, said while his organ iz a tion has

“gen er ally” been sup port ive of the digital ser vices tax to ensure fair tax treat ment, that may be

up for dis cus sion under retali at ory threats.

“That sup port was in the absence of these kinds of threats and the ques tion that now fol lows is

whether it is worth it to jeop ard ize other parts of the Canada-u.s. rela tion ship,” Mr. Kelly said.

The chal lenge in nego ti at ing with the U.S., Mr. Kelly said, is sim ilar to early tar iff dis cus sions

where Mr. Trump fre quently changed his reas ons for the tar iffs on Canada.

“It’s not a smart bar gain ing pos i tion for Canada to just lay down arms on every single item that

Pres id ent Trump hap pens to raise,” he added.

“The Cana dian gov ern ment needs to have a com pre hens ive dis cus sion with the busi ness com -

munity and fig ure out what are we pre pared to give on and what is most import ant to gain.”

But Coun cil of Cana dian Innov ator pres id ent Ben jamin Ber gen said in a Linkedin post that des -

pite the rate hike, the organ iz a tion con tin ues to sup port the prin ciple that large mul tina tional

tech com pan ies must pay their fair share of taxes in the jur is dic tions “where they gen er ate

value.”

“Canada’s innov a tion-driven com pan ies rely on pre dict able and fair inter na tional tax treat ment

to invest, expand, and cre ate highqual ity jobs,” he wrote.
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