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• COVID-19 has left visitors to other countries indefinitely stranded and potentially subject to another nation’s 
taxes. 

• Most countries determine the tax residence status of visitors based on the number of days spent in the country.

• The U.S. issued guidance offering relief to visitors who must extend their stay in the country as a result of travel 
disruptions caused by the COVID-19 pandemic.

• While some countries have issued guidance addressing the COVID-19 pandemic’s impact on tax residency 
determinations, several others including Canada, have not.

• Andersen can help you make an informed decision regarding your tax residency status and take steps to avoid 
unnecessarily becoming subject to another nation’s taxes.

Overview - Global Tax Residence

Most countries tax visitors based on their residence status which will often be determined by tests calculated on the number of 
days the individual spends in a country. With the current COVID-19 pandemic, many countries are relaxing these rules to allow 
for the fact that individuals may have to remain in a particular country for medical reasons or due to travel restrictions. However, 
many nations have not yet provided clear guidance.

United States

In general, an individual who is not a U.S. citizen or a green card holder will be treated as a U.S. tax resident during a particular 
calendar year, and, hence, will be subject to U.S. federal income tax on a worldwide basis, if he or she is physically present in the 
U.S. for:

• 183 days or more during that calendar year, or

• At least 31 days during that calendar year and satisfies the substantial presence test under the three-year look-back rule 
discussed below.

An individual will satisfy the substantial presence test under the three-year look-back rule if the sum of:

• The number of days of his or her physical presence in the U.S. in the current calendar year,

• One-third the number of days of his or her physical presence in the U.S. in the first preceding calendar year, and

• One-sixth the number of days of his or her physical presence in the U.S. in the second preceding calendar year, equals 
or exceeds 183 days

Therefore, presence of no more than 121 days in any year will satisfy the weighted-average test. Individuals who are substantially 
present in the U.S. for 2020 will be treated as a U.S. tax resident starting on their first date of entry into the U.S. throughout the 
end of year.

COVID-19 – The Impact on 
Individuals Who Are Global Taxpayers
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Are These Exceptional Circumstances?

IRS provides a COVID-19 Medical Condition Travel Exception for up to 60 consecutive calendar days of U.S. presence that are 
presumed to arise from travel disruptions caused by the COVID-19 pandemic. These days will not be counted for purposes of de-
termining U.S. tax residency. This time frame is referred to as the COVID-19 Emergency Period, which constitutes a single period 
of up to 60 calendar days selected by an individual starting on or after February 1, 2020 and on or before April 1, 2020, during 
which the individual is physically present in the U.S. on each day. The relief applies to any individual who:

• was not a U.S. resident at the close of the 2019 tax year,

• is not a lawful permanent resident at any point in 2020, 

• is present in the U.S. on each day of the individual’s COVID-19 Emergency Period, and 

• does not become a U.S. resident in 2020 due to days of presence in the U.S. outside of the individual’s COVID-19 
Emergency Period.

An individual eligible for relief will be presumed to have intended to leave the U.S. on any day during the individual’s COVID-19 
Emergency Period, unless the individual has applied, or otherwise taken steps, to become a lawful permanent resident of the U.S. 
An eligible individual will be presumed unable to leave the U.S. for purposes of the substantial presence test on any day during the 
individual’s COVID-19 Emergency Period.

Certain filing requirements apply to eligible individuals who are required to file a U.S. income tax return. Those who qualify for relief, 
but are not required to file a U.S. income tax return should retain all relevant records to show they meet the requirements of the 
COVID-19 Medical Condition Travel Exception.

United Kingdom

The UK has also issued guidance addressing COVID-19’s impact on tax residency determinations.

For non-UK residents who manage their time in the UK, in order to avoid becoming UK resident under the Statutory Residency Test 
(SRT), these restrictions could create problems for their UK residency position if they are unable to leave as planned.

Are These Exceptional Circumstances?

There is a special rule for days spent in the UK due to exceptional circumstances. The legislation defines exceptional circum-
stances as national or local emergencies such as war, civil unrest or natural disasters, as well as a sudden or life-threatening illness 
or injury. Under this rule, if you are only in the UK at the end of a day as a result of exceptional circumstances outside your control, 
this is considered an exceptional day under the SRT and is not considered when totaling an individual’s residency days.

It has been unclear if an individual stuck in the UK due to COVID-19 would be able to claim exceptional circumstances. However, 
HM Revenue and Customs (HMRC) has already published guidance giving details on when they consider days in the UK relating to 
COVID-19 can be claimed as exceptional.
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HMRC has, though, made it clear that the facts and circumstances of each individual case will need to be considered (so it is not 
a free pass). However, under the guidance, circumstances will be considered exceptional if the individual is:

• Quarantined or advised by a health professional or public health guidance to self-isolate in the UK as a result of the 
virus;

• Advised by official Government advice not to travel from the UK as a result of the virus;

• Unable to leave the UK as a result of the closure of international borders; or

• Asked by their employer to return to the UK temporarily as a result of the virus.

Canada

Canada has not released any guidance or relief with regard to residency issues from a tax perspective as a result of COVID-19 
related travel restrictions. For non-residents of Canada who wish to avoid becoming a Canadian resident under the Statutory 
Residency Test (SRT), the lack of relief could create problems for their non-resident position if they are unable to leave as 
planned if they are not a resident of a treaty country.

Treaty Protection

However, Canada’s extensive tax treaty network means that in almost all cases, a treaty tie-breaker test would still apply with 
regard to income taxes. Those sojourning in Canada with few family, economic or social ties, and/or much stronger family, 
economic and social ties to their home country, would be relieved of any taxation in Canada by treaty even if they failed the SRT 
on day count alone. Such individuals would only be required to file a treaty-protected return for 2020 in April of 2021. Claims for 
treaty protection may also be filed at any time, including retroactively.

Are There Exceptional Circumstances?

There is no special rule for days spent in Canada due to exceptional circumstances. An individual who is not a citizen or resident 
of Canada may acquire tax residency in Canada based on actual or deemed residency. Deemed residency is based on a 
sojourn in Canada for continuous 183 days. Once deemed resident, the individual will be treated as a tax resident for the entire 
year. From an individual perspective, a person who is deemed resident in Canada will be taxed on worldwide income, whereas 
nonresident status would be limited to Canadian tax on certain types of income such as employment income, business, and 
gains on disposition of taxable Canadian property.

Impact on Employers

With employees being stranded and working from host locations, companies should be concerned as to whether such a 
presence could create a Permanent Establishment (PE) risk to their company. Each country has its own rules and companies 
with those stranded abroad should ensure they are familiar with the rules in order that they do not inadvertently create a PE in 
the host country. If a PE is created there could be costly filing obligations and even tax to be paid. The OECD Secretariat has 
recently issued guidance on the tax implications of the COVID-19 pandemic on cross-border workers and related matters. While 
this guidance is not binding, it was issued to help alleviate the unplanned tax implications of government measures undertaken 
in response to the COVID-19 pandemic. In this regard, we note that IRS issued frequently asked question clarifying
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that the activities of foreign businesses, that would otherwise have no U.S. trade or business or PE in the U.S., but have non-
resident individuals temporarily present in the U.S. as a result of the COVID-19 Emergency Travel Disruption, may choose an 
uninterrupted period of up to 60 calendar days, during the COVID-19 Emergency Period during which such activities would not 
be taken into account in determining whether such foreign business has a PE in the U.S.

The Takeaway

Many countries tax visitors based on their residence status, which will often be determined by tests calculated on the number 
of days the individual spends in a country. With the current COVID-19 pandemic, several nations including the U.S. and UK are 
relaxing these rules to allow for the fact that individuals may need to remain in a particular country for medical reasons or due to 
travel restrictions. However, some countries have not yet provided clear guidance. Among those nations is Canada. To date, the 
Canada Revenue Agency has not put out any guidelines addressing the impact of the COVID-19 pandemic on residency status 
determinations.

For further information please contact your Andersen advisor. 
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