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Once again we would like to thank you for taking the time to share your thoughts. The survey is a valuable tool that is used to identify future newsletter topics and breakfast seminar presentations and inform our decisions around our general approach. The highest rated topic from the February seminar was current cases.





Some of your comments on the seminar and presenters:





Great as always


Very well done!		








Survey Says





Disponible en Français


















































Why are submissions to the Voluntary Disclosures Program (VDP) denied? 





A valid disclosure must:





be voluntary (made before the taxpayer becomes aware of any compliance action taken by the CRA or any other authority or administration, with respect to the information being disclosed to the CRA);





be complete (the taxpayer must provide full and accurate facts and documentation for all taxation years or reporting periods where there was previously inaccurate, incomplete or unreported information relating to any and all tax accounts with which the taxpayer is associated);





involve the application, or potential application of a penalty; and 





include information that is at least one year past due.





If it is determined that any of the four validity conditions have not been met; the taxpayer would then be advised in writing that the disclosure is being denied.





Does a request from CRA for more information result in the disclosure being disallowed as a result of incomplete information upon submission?





No. When a disclosure is being evaluated by the Canada Revenue Agency (CRA), the VDP officer may request additional specific documentation in order to verify certain details such as revenue amounts being disclosed, tax credits being applied for, or expenses being claimed. When the VDP issues a request for additional information, the taxpayer is provided 30 days to submit the information. If the taxpayer does not submit this information and does not request additional time to provide it then the voluntary disclosure submission would be denied as “incomplete”.














Can the Voluntary Disclosure Program be used for items that are not yet one year past due but where a penalty applies? (I.e. late filing of elections T1161, T1135) 





A disclosure must include information that is at least one year past due. A disclosure may include unfiled returns less than one year past due only when they are part of a disclosure that includes information or returns that are at least one year past due. 





Please note that there are provisions within the various acts administered by the CRA which entitle taxpayers to choose or "elect" specific treatment of certain tax transactions, (e.g. section 216 returns under the ITA); however, elections are not considered under the VDP policy.





What is the process for contacting a VDP officer concerning a file?





In order to speak with a VDP Officer concerning a file, a tax practitioner must file a disclosure and provide a case number at the time of contacting a VDP officer. 


Practitioners or taxpayers who are unsure whether they want to proceed with a disclosure may utilize the “no-name” disclosure process in order to participate in preliminary discussions about their situation. These discussions with a VDP officer are informal, non-binding, and general in nature and are intended to provide insight into the VDP process, a better understanding of the risks involved in remaining non-compliant, and the relief available under the VDP. 


However, please note that it is not the role of a VDP Officer to provide advice on the possible tax implications of the disclosure. 





Is CRA assessing penalties on T1135’s that are more than ten years past due? 





The CRA will assess penalties (if applicable) on T1135s that are more than 10 years past due.




















What’s New?


Avoidance of the business limit and taxable capital limit


For tax years that begin after March 21, 2016, where two corporations (Corps A and B) are deemed to be associated because they are associated with the same third corporation (Corp C), but because of an exception, they are not associated for determining the small business deduction:


investment income from an associated corporation’s active business will be ineligible for the small business deduction and be taxed at the general corporation income rate;


Corps A and B must calculate their respective small business deductions as if each corporation were still associated with Corp C (that is, it must include the taxable capital limit of Corp C).


This is to close a loophole that some Canadian-controlled private corporations are currently using to multiply their small business limit and reduce their taxable capital limit (and consequently increase their small business deduction).


Represent a Client


Audit Enquiries (*New service*)


A taxpayer and their authorized representative are now able to send electronic enquiries associated with the taxpayer's audit case, using the new Audit Enquiries service. This service lets Canada Revenue Agency auditors, taxpayers, and authorized representatives communicate securely online.


Proof of income statement (option 'C' print) – 


This service is now available online


You can now print a Proof of income statement (option 'C' print).  Statements can be printed for each of the last three tax years (beginning in 2013) as long as those returns have been assessed.





Can a VDP officer provide information on the status of the notice(s) of reassessment after the decision on the disclosure has been made?  





It is not the role of a VDP officer to provide updates on the status of returns after a decision on the disclosure has been made. Once a taxpayer or representative receives a final decision letter from the VDP, they may obtain an update on the status of returns by contacting the general enquiries line, or online through My Account (for individuals), Represent a Client (for authorized representatives), or My Business Account (for businesses).





Can employers make a VDP application on behalf of both the employer and employee? 





No, the CRA does not permit these situations to be resolved without the necessary amendments to T4s and reassessment of employees’ T1s; in other words, without the involvement of the employee.  


Canada’s social benefits system relies on T4 information. CPP and EI entitlements cannot be accurately determined where income has been underreported. Even where the employee has contributed the maximum to CPP and EI in a year, there are other benefits that may be impacted by an incorrect statement of income as well. For example, employees may have received a larger Canada Child Tax Benefit than they were entitled to, and family court orders for spousal or child support are based the individual’s income.  If the employer has a company pension plan, understating employees’ income also results in under-contributing to the company’s RPP, and impacts the employees’ pension entitlements down the line.  





Ultimately, allowing the employer to resolve the issue without the employees’ knowledge takes away the employees’ responsibility, handing the employer the ability to make decisions that may impact the employee without the employee’s knowledge or permission.











 



























































Multiplication of the small business deduction


For tax years that begin after March 21, 2016, to prevent the multiplication of the small business deduction (SBD), the specified partnership rules will also apply to partnership structures in which a Canadian-controlled private corporation (CCPC) provides services or property to a partnership during the tax year of the CCPC where the CCPC or a shareholder of the CCPC is a member of the partnership. A similar measure will also apply for corporate structures that multiply access to the SBD. 


Personal service business income


For tax years that end before 2016, personal service business income earned by corporations is taxed, after the tax abatement, at a rate of 28%. For tax years that end after 2015, a corporation must add to its Part I tax payable for a year an amount equal to 5% of the corporation’s taxable income for the year from a personal services business. This results in a tax rate of 33% on this type of income. The additional tax is prorated for tax years that straddle December 31, 2015. 


Scientific Research and Experimental Development: The Pre-Claim Consultation Launch





Scientific Research and Experimental Development (SR&ED) Program stakeholders have asked for more predictability, in a more consistent way, across Canada. Accordingly, the Canada Revenue Agency (CRA) has revamped the SR&ED Program’s suite of services. The CRA no longer offers the Pre-Claim Project Review and the Account Executive services, but has introduced a new service that potential claimants can use to find out whether their work qualifies for SR&ED tax incentives before they file an SR&ED claim.


The � HYPERLINK "http://www.cra-arc.gc.ca/txcrdt/sred-rsde/pccwbpg-eng.html" �Pre-Claim Consultation� is a free, on-demand service that tells businesses whether their work is eligible for SR&ED tax credits. This corresponds to � HYPERLINK "http://www.cra-arc.gc.ca/txcrdt/sred-rsde/clmng/lgbltywrkfrsrdnvstmnttxcrdts-eng.html" \l "s2_1" �Step 1 of the Eligibility of Work for SR&ED Investment Tax Credits Policy� which answers this question: is there an SR&ED project?


To find out how to ask for a pre-claim consultation, go to the � HYPERLINK "http://www.cra-arc.gc.ca/txcrdt/sred-rsde/pccwbpg-eng.html" �Pre-Claim Consultation� webpage.


Also, stay tuned for the upcoming launch of the Pre-Claim Review pilot project. The Pre-Claim Review is intended to provide assurance to claimants that the CRA will accept their entire claim as filed.




















Eligible capital property


On January 1, 2017, the eligible capital property regime will be replaced with a new capital cost allowance (CCA) class available to businesses. Under the old regime, eligible capital expenditures are added to the cumulative eligible capital pool at a 75% inclusion rate, and the rate of depreciation of those expenditures is 7% on a declining-balance basis. Under the new regime, newly-acquired eligible properties will be included in a new CCA class at a 100% inclusion rate with a 5% CCA rate on a declining-balance basis. The existing CCA rules will generally apply. Transitional rules will be provided.


Measures related to international taxation





Changes were announced concerning back-to-back arrangements, base erosion and profit shifting, and cross-border surplus stripping.





Back-to-back arrangements 





Existing back-to-back loan rules will be expanded. 


These rules prevent taxpayers from inserting an intermediary between a Canadian borrower and a foreign lender in an attempt to avoid the tax consequences that would result from a direct loan.


Base erosion and profit shifting (BEPS)


The Government announces it is moving forward with a number of initiatives to address base erosion and profit shifting by:


introducing country-by-country reporting for large multinational enterprises;


applying revised international guidance on transfer pricing;


addressing treaty abuse; providing spontaneous exchange of tax rulings.


Cross-border surplus stripping





For dispositions that occur after March 21, 2016, the application of an anti-surplus stripping rule will be generally expanded to prevent a non-resident shareholder of a Canadian corporation from extracting (either now or in the future), free of withholding tax, the corporation’s retained earnings that exceed the amount of capital that has been contributed to the corporation by the shareholder.















