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Remote work has opened opportunities for Montreal-based entrepreneurs and freelancers to serve

clients across provinces and even internationally. However, with this flexibility comes the responsibility of

navigating both federal and Quebec tax laws. This comprehensive guide breaks down key tax obligations

and strategies for remote workers in Montreal, covering income taxes, sales taxes (GST/QST), deductions

(like home office expenses), and planning considerations for both sole proprietors and incorporated

business owners. By understanding these rules, you can stay compliant and optimize your tax situation.
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Tax Obligations for Quebec Residents Working Remotely

Province of Residence Determines Taxation: As a Quebec resident (e.g., living in Montreal), you

generally pay provincial income tax to Revenu Québec and federal income tax to the Canada Revenue

Agency (CRA) based on your residency on December 31 of the tax year (Source: support.hrblock.ca).

Even if you earn income from clients outside Quebec, if Montreal is your home base, you will file a

Quebec provincial tax return (TP-1) and a federal return for that year. In short, where you live at year-end

dictates which provincial tax rules apply to your income (Source: support.hrblock.ca).

Clients in Other Provinces or Countries: Earning income from outside Quebec does not exempt you

from Quebec taxes. You must report all income on your tax returns. If you carried on a business in

another province or country, you still report that income on your Quebec return (line 164 for business

income) (Source: revenuquebec.ca). Quebec requires checking a box and completing form TP-22-V if

you carried on business in another province (Source: revenuquebec.ca). This ensures appropriate

allocation of income for Quebec tax purposes. For income earned outside Canada, you would indicate

this (e.g., check box 94 for income earned abroad) so that programs like the Quebec Parental Insurance

Plan (QPIP) can be assessed (Source: revenuquebec.ca).

Foreign Tax Considerations: Working for foreign clients may introduce additional considerations.

Generally, as a Canadian resident you are taxed on your world-wide income. If a foreign country taxed any

of your freelance income (for example, withholding tax on U.S. payments), you may be eligible for foreign

tax credits on your Canadian and Quebec returns to avoid double taxation. Most often, if you remain a

Canadian resident doing remote work from Quebec, foreign clients will not deduct any tax; you simply pay

Canadian/Quebec taxes. (Always confirm whether you need to fill out forms like the W-8BEN for U.S.

clients to certify you’re a foreign contractor). In most cases, your obligation is to Canada and Quebec for

income tax on remote work income.

Self-Employment vs. Employment: Note that this guide focuses on self-employed individuals

(freelancers or business owners). If you are a remote employee of a company (receiving a T4 slip), your

employer withholds taxes, and you may claim certain home office expenses with a T2200 form. But as an

entrepreneur or contractor, you are responsible for tracking income, expenses, and paying the correct

taxes since no employer is withholding for you. This means understanding self-employment taxation is

crucial.

Personal Income Tax and Self-Employment Income

Reporting Business Income: Freelancers and sole proprietors report their business earnings on their

personal income tax returns. There is no separate business tax return for a sole proprietorship – your

business’s net profit (income minus expenses) is added to your personal income. In practice, Quebec
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self-employed individuals include a form TP-80 (Business or Professional Income and Expenses) with the

provincial return, and a federal form T2125 with the T1 return, detailing all income and deductible

expenses (Source: revenuquebec.ca). You must file a separate TP-80 (and T2125) for each business if

you have more than one (Source: revenuquebec.ca). The net profit calculated ultimately gets taxed under

the personal income tax system.

Filing Deadlines: One perk of being self-employed is a slightly extended filing deadline. While the

general tax filing due date is April 30, you (and your spouse) have until June 15 to file your federal and

Quebec returns if you had self-employment income (Source: canada.ca). Important: Any balance of tax

owing is still due by April 30. Filing by June 15 is allowed to give you time to prepare business financial

statements, but interest will accrue on taxes owing after April 30 (Source: canada.ca). Mark both dates

on your calendar: aim to pay by end of April, even if you file in early June.

Income Tax Rates: As a Quebec resident, you pay tax to two jurisdictions. Federally, Canada has

progressive tax brackets up to about 33%. Quebec also has its own progressive tax brackets (ranging

from 14% on the first ~$50k, then 19%, 24%, up to 25.75% on income over roughly $114k for 2025).

These rates apply to your combined income including employment and business earnings. Keep in mind

Quebec offers an abatement on the federal tax (16.5% of basic federal tax) because Quebec administers

its own programs, but this is handled automatically in the tax forms.

No Withholding – Plan for Instalments: Unlike a paycheck from an employer, your freelance income

typically has no tax withheld at source. Many new freelancers get caught off guard by a hefty tax bill at

year-end. To avoid this, plan for quarterly tax instalments. The CRA and Revenu Québec require

instalments if your tax owing is above a threshold: more than $3,000 federally and (because you live in

Quebec) more than $1,800 provincially, in the current and either of the two previous years (Source:

canada.ca). Instalment payments for individuals are due on March 15, June 15, September 15, and

December 15 each year (Source: canada.ca). Essentially, if your freelance business is profitable, you

likely need to pay income tax in chunks throughout the year, much like payroll deductions. Failing to do so

can lead to interest charges. A good practice is to set aside a percentage of each payment you receive

(many experts suggest around 25–30%) in a savings account for taxes, so you have funds ready for

instalments and year-end taxes.

CPP/QPP Contributions: Because you have no employer, you are responsible for your own Canada

Pension Plan (CPP) or Quebec Pension Plan (QPP) contributions. Employees split this cost with their

employer, but self-employed individuals pay both shares (Source: hrblock.ca). In practical terms, for

2025 the combined CPP/QPP rate is around 11.9% on net self-employment earnings up to the maximum

(exact rates vary; QPP is similar to CPP). You will calculate and remit this as part of your tax return. While

it feels like an extra “tax,” it goes toward your pension benefits in retirement. Be prepared for this

obligation – for example, a freelancer earning $50,000 profit might owe about $5,000–6,000 just in

CPP/QPP contributions. Budget accordingly.
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Employment Insurance: In Canada, self-employed workers do not automatically contribute to

Employment Insurance (EI), and thus usually cannot claim EI benefits (like regular unemployment

benefits). Quebec has the Québec Parental Insurance Plan (QPIP) which does cover self-employed

individuals for maternity/paternity benefits if you have insurable income and contribute. QPIP premiums

for self-employed are calculated on your income tax return (for 2024, the rate is around 0.993% on

income up to the annual ceiling). Participation in EI is voluntary for the self-employed; you’d have to

register to opt into EI special benefits (like sickness or parental benefits outside of QPIP) and pay

premiums (Source: hrblock.ca). Most freelancers in Quebec will at least pay QPIP via the tax return (since

it’s mandatory), but will not opt into regular EI.

Keep Good Records: As a self-employed person, you are expected to maintain proper records of all

income (invoices, receipts) and expenses. Not only is this crucial for filling in your tax forms correctly, but

in case of an audit you’ll need to substantiate your claims. Revenu Québec and CRA both allow electronic

record-keeping – consider using accounting software or spreadsheets to track money coming in and

going out. This also makes it easier to calculate your instalments and avoid a cash flow surprise at tax

time.

GST and QST: Registration and Filing Requirements

In addition to income tax, Quebec freelancers must understand sales taxes. There are two levels of sales

tax in Quebec: GST (the 5% federal Goods and Services Tax) and QST (the 9.975% Quebec Sales Tax).

These apply to most goods and services, including many services provided by freelancers (with some

exceptions).

Small Supplier Threshold ($30,000): You are not required to register for GST/QST if you are a “small

supplier.” This generally means your total worldwide taxable sales (gross revenue from business, not

counting exempt services) do not exceed $30,000 in any single calendar quarter or in four consecutive

quarters (Source: revenuquebec.ca). When starting out, many freelancers are under this threshold and

thus not obligated to charge GST/QST. However, once you exceed $30,000 in freelance income

(cumulative over four quarters or immediately in one quarter), the law says you must register for both

GST and QST and start collecting these taxes on your sales (Source: revenuquebec.ca). The registration

should be done promptly when you hit the threshold (the “effective date” is typically the sale that pushes

you over $30k).

Voluntary Registration: Even before reaching $30k, you may choose to register for GST/QST. By

registering, you must charge the taxes on your services, but you also gain the ability to claim input tax

credits/refunds (ITCs/ITRs) on your business purchases (GST/QST paid on expenses). Voluntary

registration can make sense if you incur a lot of taxable expenses and don’t mind the extra
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administration. Many solo entrepreneurs wait until mandatory, but it depends on your situation. If you

remain under $30k and do not register, you simply don’t charge GST/QST – but remember to monitor

your revenue.

Charging the Right Tax Rate: If registered, you need to charge sales tax on your services based on the

customer’s location (place of supply rules). For work done for Quebec clients, you charge both 5% GST

and 9.975% QST (total 14.975% in taxes) (Source: wtcca.com). For clients in other provinces, you

generally charge whichever tax applies in that province under federal rules. For example, a Montreal

freelancer designing a website for an Ontario client would charge Ontario’s HST rate of 13% on the

invoice, because the service is supplied in Ontario under GST/HST place-of-supply rules (Source:

wtcca.com). If instead your client is in Alberta (which has no provincial sales tax, only GST), you would

charge just 5% GST. You do not charge QST to clients outside Quebec (unless you have a significant

presence there or are required under some specific e-commerce rules). The key is the client’s address

and the nature of the service determine which tax applies. Quebec’s rules mirror federal ones: if your

client’s Canadian address is in Quebec, the service is considered performed in Quebec (GST+QST apply)

(Source: revenuquebec.ca); if the client is in another province, GST or HST for that province is charged

instead.

Sales to International Clients: What if your client is outside Canada altogether? In most cases, services

provided to a non-resident client can be zero-rated – meaning no GST/HST is charged (taxed at 0%) as

an exported service (Source: wtcca.com) (Source: wtcca.com). For instance, if a company in the U.S. or

Europe hires you for freelance work and you deliver it from Montreal, you typically do not charge GST or

QST (since the service is consumed outside Canada). This is beneficial because it keeps your services

competitive abroad, and you can still claim input tax credits for any GST/QST you paid on expenses

related to that sale (Source: wtcca.com). Be sure the client’s billing address is indeed outside Canada and

keep documentation, in case tax authorities want proof the service was exported. (If a foreign customer is

actually in Canada when consuming the service, different rules apply, but that’s uncommon for freelance

services.)

Registering and Filing: Registration for GST/QST is done through Revenu Québec (which administers

both taxes for Quebec residents). You’ll receive a GST/QST number (often a single Business Number with

extension). Once registered, you must add the appropriate tax to your invoices for Canadian clients and

periodically remit those taxes to the government, minus any credits for taxes you paid on business

purchases. Filing frequency depends on your sales volume: small businesses often file quarterly or

annually. For example, if you register in mid-2025 and your sales are modest, you might file an annual

GST/QST return (due by the following April). The return will calculate net tax owing or refund due.

Important: The GST/QST you collect is not your money – set it aside so you can remit it. Revenu

Québec can be strict about late remittances, potentially charging penalties.
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QST Considerations: Quebec’s QST is similar to GST with the same $30k threshold. One nuance: if you

provide certain services to consumers in Quebec (like short-term accommodation, ride-sharing, etc.),

there are specific registration rules, but those likely don’t apply to most freelancers in design, IT,

consulting, etc. If you happen to sell goods or digital products, know that since 2019 Quebec also

requires some non-resident suppliers to register for QST to charge Quebec customers (the “Netflix tax”

rules), but as a Quebec-based entrepreneur, you’ll be registered anyway when required.

Practical Tip: Keep track of your taxable sales carefully. If you approach the $30k mark, plan your

registration to avoid accidentally over-collecting or under-collecting tax. Once registered, clearly show

GST and QST (or HST) on your invoices as separate line items. You will also be able to claim credits for

GST/QST paid on expenses like equipment, software, or even a portion of home utilities (if registered,

these can reduce the net tax you owe). Save those receipts – you’ll need them to back up input tax credit

claims.

Business Expense Deductions for Remote Work

One of the advantages of being self-employed is the ability to deduct business-related expenses from

your income, which directly reduces your taxable profit. As long as expenses are incurred to earn

business income and are reasonable, you can deduct them against your freelance earnings. Here are key

expense categories and rules, with a focus on those common for remote workers:

Home Office Expenses: If you work from a home office in Montreal, you can likely deduct a portion

of your household costs. To qualify, your home office must be your principal place of business, or a

space you use exclusively for business and where you regularly meet clients (Source:

revenuquebec.ca). Common deductible home office expenses include heat, electricity, rent or

mortgage interest, property taxes, home insurance, and maintenance costs (Source:

revenuquebec.ca). You can also depreciate (claim capital cost allowance on) a portion of your home

if owned, though many choose not to in order to preserve principal residence tax exemption –

consider consulting an accountant on this point. The deduction is prorated: if your office is, say, 20%

of your condo’s square footage, you could deduct 20% of those eligible household costs (Source:

revenuquebec.ca). Keep in mind, you cannot use home office expenses to create a business loss –

they can only bring your net business income to zero for the year. Any excess home office costs can

be carried forward to future years, given you continue to meet the usage conditions.

Office Supplies and Equipment: Any supplies you use for work – like stationery, printer ink,

software subscriptions, etc. – are 100% deductible. Larger equipment (computer, home office

furniture, cellphone) are capital assets; you can claim depreciation (Capital Cost Allowance) each
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year as allowed by CRA/Revenu Québec schedules. For example, a laptop might be depreciated at

55% per year declining balance federally. Quebec often mirrors these rules. Track these purchases

carefully and keep receipts.

Internet and Phone: Your internet service and cell phone are often lifelines for remote work. You can

deduct the portion of these bills that reasonably relates to business use. For instance, if you use your

internet 80% for work and 20% for personal, you could deduct 80% of the cost. Document how you

estimated the split (perhaps based on data usage or time). Similarly, long-distance charges or a

second phone line used solely for business would be fully deductible. If you have a cell phone plan,

and you use the phone partly for business, you can deduct business-related airtime and data.

Meals and Entertainment: Taking a client out for coffee or lunch, or having a business meal during

travel, can be deducted – but only at 50% of the cost in most cases (Source: revenuquebec.ca). The

CRA and Revenu Québec impose a 50% limit on meals and entertainment to reflect personal benefit

(Source: revenuquebec.ca). For example, if you pay $100 for a client dinner, $50 is tax-deductible as

an expense. Be sure to note on the receipt the purpose (e.g., “Project discussion with Client X”) and

keep those receipts. There are a few exceptions (such as meals for long-haul truck drivers or a large

event for all employees), but for most freelancers the 50% rule applies (Source: revenuquebec.ca).

Also, purely personal meals (lunch by yourself while working at home) are not deductible; it has to be

a business-related occasion.

Travel Expenses: If your remote work involves travel (e.g., attending a conference in another city, or

visiting a client site), you can deduct travel costs. This includes airfare, train or bus tickets, hotels,

and reasonable meals while traveling (again at 50% limitation for meals). If you use your vehicle for

business errands or trips, you can deduct car expenses proportional to business use. Keep a log of

business kilometers versus total kilometers in the year to determine the percentage. Eligible vehicle

costs include gas, maintenance, insurance, leasing costs, depreciation, etc., pro-rated for business

mileage. For example, if 30% of your driving is for work, you could deduct 30% of those vehicle

expenses. Parking fees for business meetings are fully deductible (not subject to the 50% rule),

whereas traffic fines are never deductible (cost of doing something illegal is not allowed).

Health Insurance and Benefits: As a freelancer, you don’t have employer health benefits, but if you

pay for private health insurance, the premiums can be deductible as a business expense under

certain conditions (usually if you have a private health services plan for yourself and any employees).

More commonly, you would claim health insurance or medical expenses under personal tax credits

rather than business expenses, unless you set up a specific plan.

Professional Fees and Education: Expenses for professional services like hiring an accountant or

tax preparer, or legal fees for your business, are deductible. If you take courses, attend training or

conferences related to your field, those fees, travel, and materials are business expenses. For
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example, a freelance graphic designer attending a web design workshop can deduct the registration

fee and associated travel costs.

Advertising and Marketing: Money spent on advertising (online ads, print flyers, website hosting,

etc.) to promote your business is deductible. Even the cost of a domain name or design of your

business website counts as a business expense. Networking event fees could also qualify if they are

primarily business-related.

In all cases, the golden rule is the expense must be incurred to earn business income. Personal and living

expenses are not deductible (except the portion allocated to business use, like in a home office).

Whenever possible, segregate personal and business expenses – for instance, have a separate business

bank account or credit card. This makes tracking easier and provides clearer records if audited.

Home Office Deduction Example

To illustrate, let’s say you rent a 4½ apartment in Montreal and use one room solely as your office, which

is 25% of the apartment’s area. Your annual rent is $12,000, utilities $1,200, and renter’s insurance $300.

You work full-time in that home office. You could claim 25% of those costs: $3,000 rent, $300 utilities,

$75 insurance, totaling $3,375 as a home office expense deduction against your business income. If your

freelance net income before home office was $10,000, you can use $3,375 of it to reduce the income –

you’d then be taxed on roughly $6,625 profit (plus any other income). Remember, if your net income was

lower than expenses, you wouldn’t create a loss with home office; the unused portion would carry

forward. Always ensure the workspace meets the conditions (principal place of business or used

exclusively for work with regular client visits) (Source: revenuquebec.ca). A good practice is to draw a

floor plan or take pictures of your workspace to have on file, demonstrating its exclusive business use if

ever questioned.

Tax Planning Strategies for Freelancers and Sole Proprietors

Beyond recording income and claiming expenses, savvy entrepreneurs engage in tax planning –

arranging affairs to minimize taxes within the legal rules. Here are several strategies and considerations

for Montreal freelancers:

Budget for Taxes and Benefits: We mentioned it before but it bears repeating – set aside a chunk of

each payment for income taxes and CPP/QPP contributions. A common guideline is roughly 25-30%

of your net income, but your exact rate will depend on your total income and deductions. By keeping
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this money earmarked (for example, in a high-interest savings or TFSA until it’s time to pay), you

avoid nasty surprises and possibly even earn a bit of interest. This is basic but crucial planning for

any self-employed person.

RRSP Contributions: As a self-employed individual, you don’t have a company pension plan, but you

do create Registered Retirement Savings Plan (RRSP) contribution room each year (up to 18% of

earned income, which includes your business net income). Contributing to an RRSP can be a

powerful way to defer taxes and save for retirement. For example, contributing $10,000 to an RRSP

could save a Quebec taxpayer in a 37% marginal bracket about $3,700 in combined taxes. Aim to

contribute in profitable years to bring down your taxable income. You have until 60 days after year-

end (usually March 1st) to make RRSP contributions for the previous tax year. Quebec also offers a

voluntary retirement savings plan (VRSP) for self-employed, but RRSPs are typically more

straightforward. Additionally, consider a Tax-Free Savings Account (TFSA) for your short-term

savings or any excess that doesn’t need to be RRSP.

Income Splitting with Family: If your spouse or common-law partner has a lower income, or you

have an adult child in a lower tax bracket who can legitimately help in the business, consider

employing them or sharing income. Paying a salary to a spouse or child for actual work in your

business is allowed and the salary is deductible if it’s reasonable and for genuine work (Source:

revenuquebec.ca). For instance, if your spouse manages your books or helps with marketing, you

could pay them a fair wage and deduct that from your income, shifting that amount of income to their

tax return (which might be taxed at a lower rate). Revenu Québec explicitly permits deduction of

wages paid to a spouse or child provided the work is necessary and the pay is what you’d offer an

unrelated person for the same work (Source: revenuquebec.ca). Documentation is key – keep

timesheets or job descriptions. Note that paying salary means you are effectively an employer and

must remit payroll deductions (income tax, CPP/QPP, QPIP, etc.) for that family member (Source:

revenuquebec.ca). This adds paperwork but can be worthwhile.

Example: You earned $80k from your business. Your spouse, who has minimal other income, handles

administrative tasks for you part-time. You pay them $20k for the year, which is comparable to an

admin assistant’s part-time wage. You deduct $20k as an expense, reducing your business profit

(and your taxable income) by that amount. Your spouse reports $20k as income, but at a much lower

tax bracket than you would have. Overall, the family may see a net tax savings. Caution: The work

must be real – if you pay a family member without them actually doing the job, the CRA/Quebec

could deny the deduction.

Timing of Expenses and Income: As a sole proprietor, you are taxed on income in the calendar year

it’s earned. You have some leeway to time certain things. For example, if it’s late December and you

know you had a very high-income year (and expect less next year), you might accelerate some

deductible purchases into this year (buy needed equipment or pay for an upcoming professional
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membership before December 31) to get the deduction now when your marginal tax rate is higher.

Conversely, if income was low this year and you foresee next year being much higher, you might

defer discretionary expenses to next year to offset that future income. Similarly, if possible, you

might delay issuing some invoices by a few days so that they are paid in January instead of

December, pushing that income into the next year. Important: Don’t be dishonest in reporting

income; this is only about slight timing differences and only if it makes sense for your cash flow.

Always ensure you eventually report all income.

Tax Credits and Special Programs: Keep an eye out for any credits or programs for self-employed

workers. For example, Quebec has a refundable tax credit for certain training courses for self-

employed individuals, and the federal government sometimes introduces credits for digital workers

or tradespeople’s tools, etc. As of 2025, there isn’t a specific broad credit for “freelancers” per se

(beyond normal business deductions), but you can utilize general credits: the basic personal

amounts, spouse/children credits if applicable, medical expenses, the Quebec Solidarity Tax Credit

(which self-employed people can get if income is below certain thresholds), etc. Also, if you pay into

CNESST (worker’s compensation) as a self-employed (optional for some industries), that might be

deductible as a business expense.

Health and Disability Insurance: Consider getting private insurance for health, disability, or critical

illness since you don’t have employer coverage. Premiums for a private health services plan (PHSP)

can be deductible as a business expense for self-employed individuals (effectively allowing you to

pay for health insurance with pre-tax dollars). The rules can be a bit complex – often it’s easier if you

have an incorporated business and set up a plan. If not, you can still possibly deduct PHSP premiums

on line 212 of the federal return (Quebec has its equivalent) or claim them as medical expenses

credit. A tax advisor can help maximize this.

Save for GST/QST as well: If you are collecting GST and QST from clients, do not mingle it with your

own money. That tax belongs to the government. A good practice is to set aside the GST/QST

collected (after subtracting any input credits) so that when it’s time to remit (often quarterly), you

have the funds. Many a small business has run into cash flow trouble by spending the sales-tax

collected and then struggling to pay the remittance. Treat GST/QST as untouchable trust funds.

Consult a Professional for Complex Situations: Tax rules are constantly evolving. If you have a

particularly good year or are dealing with cross-border tax issues (e.g., a significant contract in the

U.S. or Europe, or moving to/from Quebec), it’s wise to get advice from a tax professional. They can

identify specific deductions or elections (for instance, the subsection 45(2) election if you don’t want

home office to affect principal residence status) that could save money and headaches. The cost of

professional advice is itself a deductible expense, and it can pay for itself through tax savings or risk

reduction.
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Incorporated Business vs. Sole Proprietorship: Tax

Considerations

As your freelance business grows, you might wonder if you should incorporate or remain a sole

proprietor. Incorporation means creating a separate legal entity (a corporation) for your business. This

decision has legal and administrative implications, but we will focus on the tax side:

Tax Rates – Potential Savings: The biggest draw of incorporation is the lower tax rate on corporate

income. Small Canadian-controlled private corporations (CCPCs) benefit from the small business

deduction, resulting in a much lower tax rate on active business income up to $500,000. Federally, the

small business tax rate is 9%, and Quebec’s corporate tax for a qualifying small business can be as low

as 3.2%. This means a combined tax rate around ~12.2% on the first $500k of business profits (Source:

ig.ca). Compare that to a sole proprietor who could be paying over 40-50% personally on that income if it

pushes them into a high bracket. The catch: when you want to use that money personally, you have to

take it out of the corporation (as salary or dividends), at which point you pay personal tax. Why does this

help? If you don’t need all your earnings immediately to live on, you can leave some in the company, pay

the ~12% corporate tax, and defer the personal tax until later (Source: ig.ca). Deferral can be a big

advantage; the funds left in the company can be reinvested in the business or saved for future

opportunities.

Example: Suppose your freelance business earns $150,000 profit per year. As a sole proprietor, that

$150k is fully taxed on your personal return – a good chunk likely at the top marginal rates (federal + QC

combined ~50% on the portion above ~$110k). Your tax bill could be around $50k+. If incorporated, the

corporation would pay ~12% on the $150k (about $18k corporate tax), leaving $132k in the company. You

could then pay yourself a salary or dividends out of that. If you only need, say, $80k for living costs, you

might take that out (and pay personal tax on it), and leave the remaining $52k in the company’s account,

taxed only at 12% so far. You can later take it out in a year you need it (or even sell the company

eventually). This way, you’ve deferred personal tax on $52k, which can be used in the meantime for

business expansion or investments. Important: Eventually when you withdraw it, you’ll pay personal tax,

but you control the timing.

Income Splitting via Corporation: A corporation can also allow certain income-splitting opportunities.

For instance, you might make your spouse a co-shareholder and pay dividends to both of you. However,

be cautious: since 2018, “Tax on Split Income” (TOSI) rules greatly limit paying dividends to family

members unless they are actively involved in the business or meet specific criteria. Quebec generally

aligns with these rules. Still, if a spouse or adult child does contribute to the business, dividends can be a

flexible way to share income (because unlike a salary, a dividend doesn’t require specific job duties or

payroll accounts – it’s a share of profits). Professional advice is a must here to navigate TOSI rules.
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Administrative Burden: A downside of incorporation is more paperwork. You’ll have to file a separate

corporate tax return (T2 federally, CO-17 in Quebec) each year, keep a minute book, possibly register for

payroll accounts if you pay yourself salary, and pay yourself via salary or dividends regularly. Accounting

costs for a corporation are higher than for a sole proprietor. There is also an annual fee to the Quebec

government to keep the corporation active (and federal if a federal corp). For many solo entrepreneurs,

these costs and complexities aren’t worth it until your income is high enough or you have liability

concerns.

Personal Liability: Although not a tax issue, limited liability is a key reason many incorporate – your

corporation is legally responsible for business debts and liabilities, potentially shielding your personal

assets. However, note that for tax liabilities (GST/QST, payroll remittances, etc.), directors of a

corporation can be personally liable if the company fails to remit those. So incorporation isn’t a license to

ignore tax duties.

Qualifying for Deductions and Credits: Most expenses that are deductible for a sole prop are also

deductible for a corporation – there’s no major difference in what you can write off (Source:

achenhenderson.ca). A corporation might enable some additional perks: for example, a corporation can

establish an Individual Pension Plan (a personalized pension plan for the owner) or a Health Spending

Account that can allow 100% deduction of medical bills through the company. These are advanced

strategies that might benefit those with higher income and consistent profits.

Quebec Specifics: Quebec provides a small business deduction on provincial corporate tax, but it’s tied

to an employee hours worked test for some corporations. Currently, a small corporation must have paid at

least 5,500 hours of wages to employees in the year to get the full small-business rate in Quebec

(Source: assets.kpmg.com). However, there’s a carve-out for businesses in the primary and

manufacturing sectors. For many solo-corps with no employees (just the owner), Quebec’s small

business deduction might be reduced if you don’t meet the hours test – meaning the provincial tax rate

could be higher (up to the general rate ~11.5% in QC). Be sure to understand this rule; as of recently,

professional service corporations without staff might pay a bit more tax in Quebec than the minimum

3.2%. Federally, you still get 9%. Even with this quirk, incorporation can be beneficial if income is high.

Payroll Taxes: If you incorporate and pay yourself a salary, the corporation will have to remit payroll

deductions (income tax, QPP, EI if applicable, QPIP) just like any employer. Quebec also has an employer

Health Services Fund contribution once payroll exceeds a certain threshold (but if it’s just you with a

modest salary, you might be below the threshold or at a low rate). Also, the corporation will pay the

employer half of QPP on your salary. In contrast, as a sole prop you paid both halves via your tax return.

This often comes out roughly the same, although paying yourself via dividends avoids CPP/QPP

contributions (but then you also don’t earn pension credits on that portion). Some owners choose a mix

of salary (to get some CPP credits and generate RRSP room) and dividends (to avoid CPP beyond a point

and perhaps take advantage of lower tax on dividends).
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Lifetime Capital Gains Exemption (LCGE): One long-term tax benefit of incorporating is the potential to

sell your business down the line and claim the capital gains exemption on qualified small business

corporation shares. Currently, this exemption is about $971,190 (for 2024, indexed) of capital gains tax-

free. If you believe your business could be sold in the future for a significant amount (like a tech startup

or a growing agency), having it in a corporate share structure is necessary to use the LCGE. Sole

proprietorships cannot access this – if you sell a sole prop business assets, you pay tax on the gains

without that large exemption. This is a niche but powerful tax planning point for entrepreneurs with big

growth ambitions.

Decision Point: For many Montreal freelancers, the rule of thumb is that incorporation starts to make

sense when your net income is more than you need to live on – roughly, when you’re retaining profits in

the business rather than paying it all out. If you’re comfortably clearing well above your personal

spending needs (e.g., business profit of $100k but you only need $60k to live), then the deferral

advantages of a corporation might benefit you. If you’re making, say, $50k and you need most of it, the

upfront tax savings aren’t there because you’d pay it out to yourself anyway (and the personal tax

integration makes the end result similar, minus accounting fees). Every situation is unique, so it can be

wise to consult an accountant. Quebec’s Assistance Program for the Self-Employed (Source:

revenuquebec.ca) might also provide guidance and resources to help you choose the right structure.

Conclusion

Navigating remote work taxation in Quebec may seem daunting, but understanding these fundamentals

empowers you to manage your business with confidence. As a Montreal-based freelancer or

entrepreneur, you must juggle federal and provincial tax rules, from income tax filing and installment

payments to GST/QST collection and remittance. Key takeaways include staying on top of your self-

employment income reporting, taking advantage of legitimate deductions (like that home office and

other business expenses) to lower taxable income, and planning ahead with strategies such as saving

for taxes, contributing to RRSPs, and considering incorporation when appropriate. Always maintain good

documentation – it’s both a compliance requirement and your best defense in case of audits.

Finally, remember that you’re not alone. Revenu Québec offers resources (guides, one-on-one assistance

programs) to help small business owners understand their obligations (Source: revenuquebec.ca).

Professional advice from accountants or tax advisors, especially in complex situations, can save you

money and trouble in the long run. With the right knowledge and planning, you can focus on growing your

remote business, knowing that your tax affairs are under control and optimized for your situation. Here’s

to your success as a compliant and tax-savvy entrepreneur in la belle province!
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About 2727 Coworking

2727 Coworking is a vibrant and thoughtfully designed workspace ideally situated along the picturesque Lachine

Canal in Montreal's trendy Griffintown neighborhood. Just steps away from the renowned Atwater Market,

members can enjoy scenic canal views and relaxing green-space walks during their breaks.

Accessibility is excellent, boasting an impressive 88 Walk Score, 83 Transit Score, and a perfect 96 Bike Score,

making it a "Biker's Paradise". The location is further enhanced by being just 100 meters from the Charlevoix

metro station, ensuring a quick, convenient, and weather-proof commute for members and their clients.

The workspace is designed with flexibility and productivity in mind, offering 24/7 secure access—perfect for global

teams and night owls. Connectivity is top-tier, with gigabit fibre internet providing fast, low-latency connections

ideal for developers, streamers, and virtual meetings. Members can choose from a versatile workspace menu

tailored to various budgets, ranging from hot-desks at $300 to dedicated desks at $450 and private offices

accommodating 1–10 people priced from $600 to $3,000+. Day passes are competitively priced at $40.

2727 Coworking goes beyond standard offerings by including access to a fully-equipped, 9-seat conference room

at no additional charge. Privacy needs are met with dedicated phone booths, while ergonomically designed offices

featuring floor-to-ceiling windows, natural wood accents, and abundant greenery foster wellness and productivity.

Amenities abound, including a fully-stocked kitchen with unlimited specialty coffee, tea, and filtered water.

Cyclists, runners, and fitness enthusiasts benefit from on-site showers and bike racks, encouraging an eco-

conscious commute and active lifestyle. The pet-friendly policy warmly welcomes furry companions, adding to the

inclusive and vibrant community atmosphere.

Members enjoy additional perks like outdoor terraces and easy access to canal parks, ideal for mindfulness breaks

or casual meetings. Dedicated lockers, mailbox services, comprehensive printing and scanning facilities, and a

variety of office supplies and AV gear ensure convenience and efficiency. Safety and security are prioritized

through barrier-free access, CCTV surveillance, alarm systems, regular disinfection protocols, and after-hours

security.

The workspace boasts exceptional customer satisfaction, reflected in its stellar ratings—5.0/5 on Coworker, 4.9/5

on Google, and 4.7/5 on LiquidSpace—alongside glowing testimonials praising its calm environment, immaculate

cleanliness, ergonomic furniture, and attentive staff. The bilingual environment further complements Montreal's

cosmopolitan business landscape.

Networking is organically encouraged through an open-concept design, regular community events, and informal

networking opportunities in shared spaces and a sun-drenched lounge area facing the canal. Additionally, the
building hosts a retail café and provides convenient proximity to gourmet eats at Atwater Market and recreational

activities such as kayaking along the stunning canal boardwalk.

Flexible month-to-month terms and transparent online booking streamline scalability for growing startups, with

suites available for up to 12 desks to accommodate future expansion effortlessly. Recognized as one of Montreal's

top coworking spaces, 2727 Coworking enjoys broad visibility across major platforms including Coworker,

LiquidSpace, CoworkingCafe, and Office Hub, underscoring its credibility and popularity in the market.
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Overall, 2727 Coworking combines convenience, luxury, productivity, community, and flexibility, creating an ideal

workspace tailored to modern professionals and innovative teams.

DISCLAIMER

This document is provided for informational purposes only. No representations or warranties are made regarding the

accuracy, completeness, or reliability of its contents. Any use of this information is at your own risk. 2727 Coworking shall not

be liable for any damages arising from the use of this document. This content may include material generated with

assistance from artificial intelligence tools, which may contain errors or inaccuracies. Readers should verify critical

information independently. All product names, trademarks, and registered trademarks mentioned are property of their

respective owners and are used for identification purposes only. Use of these names does not imply endorsement. This

document does not constitute professional or legal advice. For specific guidance related to your needs, please consult

qualified professionals.
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