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Application 
¶ 1.  This in format ion c i rcular  consol idates and cancels in format ion 
c i rculars IC 92-1,  GUIDELINES FOR ACCEPTING LATE,  AMENDED OR 
REVOKED ELECTIONS,  IC 92-2,  GUIDELINES FOR THE CANCELLATION AND 
WAIVER OF INTEREST AND PENALTIES,  and IC 92-3,  GUIDELINES FOR 
REFUNDS BEYOND THE NORMAL THREE YEAR PERIOD,  a l l  dated March 18,  
1992.  

¶  2.  In th is  in format ion c i rcular ,  the term taxpayer  inc ludes an 
indiv idual ,  an employer or  a payer,  a corporat ion,  a par tnership,  a 
t rust ,  an estate,  and an organizat ion,  a l l  o f  which can request  re l ie f  
f rom the Minister  of  Nat ional  Revenue (Minister)  to mi t igate the st r ic t  
appl icat ion of  cer ta in provis ions as a resul t  of  not  sat is fying var ious 
ru les and obl igat ions required under the INCOME TAX ACT.  

¶  3.  Unless otherwise speci f ied,  a l l  leg is lat ive references in th is  
in format ion c i rcular  refer  to the INCOME TAX ACT (Act) .  

¶  4.  In th is  in format ion c i rcular ,  the terms fairness  provisions  and 
fairness  legislat ion  commonly used on the Canada Revenue 
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Agency (CRA) Web s i te and in CRA publ icat ions have been replaced 
wi th the term taxpayer  rel ief  provisions.  

Introduction 
¶ 5.  This in format ion c i rcular  provides informat ion on the 
d iscret ionary author i ty the Minister  has under the Act  to grant  
taxpayers re l ie f  in  accordance wi th the legis lat ive provis ions 
descr ibed in  ¶ 9.  I t  a lso expla ins how a taxpayer  makes a request  for  
re l ie f ,  inc luding the proper informat ion and documentat ion needed to 
support  such a request ,  and out l ines the administ rat ive guidel ines the 
CRA wi l l  fo l low in making a d iscret ionary decis ion whether to grant  or  
deny re l ie f  based on a taxpayer 's  s i tuat ion.  

¶  6.  These are only guidel ines.  They are not  in tended to be 
exhaust ive,  and are not  meant  to restr ic t  the spir i t  or  intent  of  the 
legis lat ion.  

¶  7.  This in format ion c i rcular  is  d iv ided into f ive par ts :  

Part  I  Legis lat ion 
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Part  I I  Guidel ines for  the Cancel lat ion or  Waiver  of  Penal t ies 
and Interest  

Part  I I I  Guidel ines for  Accept ing Late,  Amended,  or  Revoked 
Elect ions 

Part  IV Guidel ines for  Refunds or  Reduct ion in Amounts 
Payable Beyond the Normal  Three-Year Per iod 

Part  V Rules and Procedures When Rel ief  Is  Granted or  
Denied 

Part I 
Legislation 
¶ 8.  The legis lat ion g ives the CRA the abi l i ty to administer  the 
income tax system fa i r ly and reasonably by he lp ing taxpayers to 
resolve issues that  ar ise through no faul t  of  thei r  own,  and to a l low for  
a common-sense approach in deal ing wi th taxpayers who,  because of  
personal  misfor tune or  c i rcumstances beyond thei r  contro l ,  could not  
comply wi th a statutory requirement for  income tax purposes.  
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Taxpayer Rel ief  Provisions 

¶ 9.  A taxpayer can ask for  re l ie f  in  accordance wi th the provis ions 
of  the Act  l is ted in th is  paragraph.  Af ter  considerat ion of  the re levant  
facts and c i rcumstances,  a delegated o f f ic ia l  of  the CRA (see ¶ 17)  
wi l l  decide whether  i t  is  appropr iate  to:  

(a)  waive or  cancel  penal t ies and interest  under subsect ion 220(3.1) ;  

(b)  extend the f i l ing-due date for  making cer ta in e lect ions or  grant  
permission to amend or  revoke cer tain e lect ions under 
subsect ion 220(3.2) ;  

(c)  author ize a refund to an indiv idual  (other  than a t rust)  or  a 
testamentary t rust  under paragraph 164(1.5)(a) ,  even though an 
income tax return is  f i led outs ide the normal  three-year per iod;  or  

(d)  author ize a reassessment or  redeterminat ion for  an indiv idual  
(other  than a t rust)  or  a testamentary t rust  beyond the three-year 
normal  reassessment per iod under subsect ion  152(4.2) ,  where the 
adjustment  would resul t  in  a refund or  a reduct ion in an amount  
payable.  
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¶ 10.  Whi le paragraph 164(1.5)(a)  and subsect ion 152(4.2)  apply 
only to indiv iduals (other  than a t rust)  and testamentary t rusts,  
subsect ions 220(3.1)  and (3.2)  apply to a l l  taxpayers.  

¶  11.  The Minister  does not  have to grant  re l ie f  under the taxpayer 
re l ie f  provis ions.  Each request  wi l l  be rev iewed and decided on i ts  
own mer i t .  I f  re l ie f  is  denied or  par t ly granted,  the CRA wi l l  provide 
the taxpayer  wi th an explanat ion of  the reasons and factors for  the 
decis ion.  

Limitat ion Period on Exercising Ministerial  Discret ion and 
Deadl ine to Apply for Rel ief  

¶ 12.  For requests or  income tax returns f i led on or  af ter  January 1,  
2005,  the Minister  may grant  re l ie f  for  any tax year (or  f iscal  per iod in 
the case of  a par tnership)  that  ended wi th in 10 years before the 
calendar year in  which the taxpayer 's  request  or  income tax return is  
f i led.   

¶  13.  Due to th is  l imi tat ion,  a taxpayer has 10 years f rom the end of  
the calendar  year in which the tax year or  f iscal  per iod at  issue ended 
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to  make a request  to the CRA for  rel ie f .  This l imi tat ion appl ies to each 
of  the legis lat ive provis ions descr ibed in ¶  9.  

¶  14.  The 10-year  l imi tat ion per iod ro l ls  forward every January  1.  
For requests or  income tax returns that  are f i led in the current  
calendar year,  the Minister  has no author i ty to:  

• waive or  cancel  penal t ies and interest ;  

• accept  a late,  amended,  or  revoked income tax e lect ion;  or  

• issue a refund or  adjustment  beyond the normal  three-year per iod;  

where the request  is  for  a tax year or  f iscal  per iod of  the taxpayer that  
ended more than 10 years before the calendar year in which the 
request  was made.  

Examples 
• An in i t ia l  request  or  income tax return f i led dur ing the 2007 

calendar year must  deal  wi th an issue re lated to a taxpayer 's  
1997 and later  tax years  (or  f iscal  per iods)  to be e l ig ib le for  
re l ie f .  
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• An in i t ia l  request  or  income tax return f i led on or  af ter  January 1,  
2008,  re lated to a taxpayer 's  1997 and previous tax years 
(or  f iscal  per iods)  is  not  e l ig ib le for  re l ie f ,  s ince those tax years 
(or  f iscal  per iods)  are beyond the 10-year per iod.  Only requests 
or  returns f i led for  the 1998 and la ter  tax years (or  f iscal  per iods)  
are e l ig ib le for  re l ie f  as of  th is  date.  

• The Minister  has no author i ty to grant  re l ie f  for  the 1998 tax year 
(or  f iscal  per iod)  unless the taxpayer  has f i led an in i t ia l  request  
or  income tax return for  that  year  before January 1,  2009.  

¶  15.  I f  an assessment or  reassessment for  a tax year  is  issued by 
the CRA in a later  year,  or  i f  an object ion or  appeal  f i led by a 
taxpayer may take considerable t ime to resolve,  the taxpayer  should 
send in thei r  request  for  any potent ia l  re l ie f  before the 10-year t ime 
l imi t  for  that  tax year expires.   

¶  16.  Unless an in i t ia l  request  or  income tax return was f i led before 
the 10-year l imi tat ion ru le coming into ef fect  on January 1,  2005,  
requests f i led for  the 1985 to 1994 tax years wi l l  not  be accepted and 
refunds beyond the normal  three-year per iod wi l l  not  be issued.  For 
any act ive requests made before January 1,  2005,  the taxpayer re l ie f  
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provis ions in ¶  9 and the redress process descr ibed in ¶  103 and 
¶ 105 cont inue to apply for  the taxpayer 's  1985 to 1994 tax years.   

Who Is Authorized to Make the Decision? 

¶ 17.  Subsect ion 220(2.01) author izes the Minis ter  to delegate 
h is /her  powers and dut ies conferred in var ious provis ions of  the Act  to 
designated of f ic ia ls  wi th in the CRA. The of f ic ials  delegated to 
exerc ise the Minis ter 's discret ionary author i ty under the taxpayer 
re l ie f  provis ions descr ibed in ¶  9 are author ized through 
administ rat ive delegat ion instruments.  These instruments are 
avai lable at  
http: / /www.cra-arc.gc.ca/tax/technical /delegationofpowers/  
menu-e.html .  

¶  18.  These of f ic ia ls  are author ized to conduct  a rev iew of  a 
taxpayer 's  request  for  re l ie f  and to make a decis ion whether to grant ,  
par t ly grant ,  or  deny,  the request .  I t  is  a general  administ rat ive 
pract ice of  the CRA for  another  CRA of f ic ia l ,  or  a commit tee of  CRA 
of f ic ia ls ,  to prepare a decis ion report  for  the delegated of f ic ia l 's  
considerat ion,  inc luding a recommendat ion on whether or  not  grant ing 
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re l ie f  is  just i f ied.  The f inal  decis ion and not i f icat ion of  the decis ion to 
the taxpayer  rests wi th the delegated of f ic ia l .  

Part II 
Guidelines for the Cancellation or Waiver of Penalties and 
Interest 
¶ 19.  The informat ion in Part  I I  o f  th is  in format ion c i rcular  deals wi th 
the Minister 's  d iscret ion to a l low re l ie f  f rom the appl icat ion of  the 
penal ty and interest  prov is ions of  the Act .  The Minister  may a lso 
provide re l ie f  f rom interest  amounts,  and in some cases penal ty 
amounts,  i f  he or  she is  sat is f ied that  a taxpayer  has an inabi l i ty to 
pay or  suf fers f rom f inancia l  hardship re lated to a debt  owed to the 
CRA.  

General  

¶ 20.  Subsect ion 220(3.1)  g ives the Minister  the d iscret ionary 
author i ty to waive or  cancel  a l l  or  par t  of  any penal ty and interest  
otherwise payable by a taxpayer under the Act .  The request  must  be 
made wi th in  the 10-year  t ime l imi t  descr ibed in ¶  13.  
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¶ 21.  The abi l i ty o f  the CRA to waive or  cancel  penal t ies and 
in terest  is  not  to  be used by taxpayers as a way to arb i t rar i ly reduce 
or  set t le  thei r  tax debt .  

¶  22.  A waiver  refers to penal t ies and interest  otherwise payable by 
a taxpayer for  which re l ie f  is  granted by the CRA before these 
amounts are assessed or  charged to the taxpayer .  A cancellat ion  
refers to penal t ies and interest  amounts that  were assessed or  
charged to the taxpayer for  which re l ie f  is  granted by the CRA. 

Circumstances Where Rel ief  From Penalty and Interest May Be 
Warranted 

¶ 23.  The Minister  may grant  re l ief  f rom the appl icat ion of  penal ty 
and interest  where the fo l lowing types of  s i tuat ions exist  and just i fy a 
taxpayer 's  inabi l i ty to sat is fy a tax obl igat ion or  requirement  at  issue:  

(a)  extraordinary c i rcumstances 

(b)  act ions of  the CRA 

(c)  inabi l i ty to pay or  f inancia l  hardship 
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¶ 24.  The Minister  may also grant  re l ie f  i f  a  taxpayer 's  
c i rcumstances do not  fa l l  wi th in the s i tuat ions stated in ¶  23.  

Extraordinary Circumstances 

¶ 25.  Penal t ies and interest  may be waived or  cancel led in whole or  
in  par t  where they resul t  f rom ci rcumstances beyond a taxpayer 's  
contro l .  Extraordinary c i rcumstances that  may have prevented a 
taxpayer f rom making a payment when due,  f i l ing a return on t ime,  or  
otherwise complying wi th an obl igat ion under the Act  inc lude,  but  are 
not  l imi ted to,  the fo l lowing examples:   

(a)  natura l  or  man-made disasters such as,  f lood or  f i re;  

(b)  c iv i l  d is turbances or  d isrupt ions in serv ices,  such as a postal  
s t r ike;  

(c)  a ser ious i l lness or  accident ;  or  

(d)  ser ious emot ional  or  mental  d is t ress,  such as death in the 
immediate fami ly.  
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Actions of the CRA 

¶ 26.  Penal t ies and interest  may also be waived or  cancel led i f  the 
penal ty and interest  arose pr imar i ly because of  act ions of  the CRA, 
such as:  

(a)  processing delays that  resul t  in the taxpayer not  being informed, 
wi th in a reasonable t ime,  that  an amount  was owing;  

(b)  errors in  mater ia l  avai lable to the publ ic ,  which led taxpayers to 
f i le  returns or  make payments based on incorrect  in format ion;  

(c)  incorrect  in format ion provided to a taxpayer,  such as in the case 
where the CRA wrongly advises a taxpayer that  no insta lment  
payments wi l l  be required for  the current  year;  

(d)  errors in  processing;  

(e)  delays in provid ing informat ion,  such as when a taxpayer could not  
make the appropr iate insta lment  or  arrears payments because the 
necessary informat ion was not  ava i lable;  or  
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( f )  undue delays in resolv ing an object ion or  an appeal ,  or  in  
complet ing an audi t .  

Inabi l i ty to Pay or Financial  Hardship 

¶ 27.  I t  may  be appropr iate,  in  c i rcumstances where there is  a 
conf i rmed inabi l i t y to pay a l l  amounts owing,  to consider  wa iv ing or  
cancel l ing interest  in  whole or  in  par t  to enable taxpayers to pay thei r  
account .  For  example:  

(a)  when col lect ion had been suspended due to an inabi l i t y to pay and 
substant ia l  in terest  has accumulated or  wi l l  accumulate;  

(b)  when a taxpayer 's  demonstrated abi l i t y to pay requires an 
extended payment arrangement,  considerat ion may be given to 
waiv ing a l l  or  par t  of  the interest  for  the per iod f rom when 
payments star t  unt i l  the amounts owing are paid,  as long as the 
agreed payments are made on t ime and compl iance wi th the Act  is  
mainta ined;  or  

(c)  when payment of  the accumulated interest  would cause a 
pro longed inabi l i ty to provide basic necessi t ies ( f inancia l  
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hardship)  such as food,  medical  help,  t ransportat ion,  or  shel ter ,  
considerat ion may be g iven to cancel l ing a l l  or  par t  of  the tota l  
accumulated interest .  

¶  28.  Considerat ion would not  general ly be g iven to cancel l ing a 
penal ty based on an inabi l i t y to pay or  f inancia l  hardship unless an 
extraordinary c i rcumstance,  as descr ibed in ¶  25 has prevented 
compl iance.  However,  there may be except ional  s i tuat ions that  may 
give r ise to cancel l ing penal t ies,  in  whole or  in  par t .  For  example,  
when a business is  exper iencing extreme f inancia l  d i f f icu l ty,  and 
enforcement of  such penal t ies would jeopardize the cont inui ty of  i ts  
operat ions,  the jobs of  the employees,  and the wel fare of  the 
communi ty as a whole,  considerat ion may be g iven to provid ing re l ie f  
of  the penal t ies.  

Making a Request 

¶ 29.  Taxpayers or  thei r  author ized representat ives can make thei r  
requests in wr i t ing and send them to the tax centre where they f i le  
thei r  returns or  to the tax serv ices of f ice serv ing thei r  area.  
Al ternat ive ly,  Form RC4288,  REQUEST FOR TAXPAYER RELIEF,  can be 
used to make a request .  A copy of  this  form is  avai lable f rom the CRA 
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Web si te at  http: / /www.cra-arc.gc.ca/  formspubs/menu-e.html  or  by 
te lephone at  1-800-959-2221.  

¶  30.  Taxpayer requests on the basis of  inabi l i ty to pay or  f inancia l  
hardship should be sent  to the taxpayer 's  tax serv ices of f ice.  

¶  31.  For addresses and te lephone numbers of  CRA of f ices,  see the 
l is t ings in the government sect ion of  te lephone books and on the 
"Contact  us"  page of  the CRA Web s i te at  www.cra-arc.gc.ca.  

¶  32.  Taxpayers should inc lude al l  the c i rcumstances (as l is ted 
in ¶  23)  that  they intend to re ly on in  thei r  in i t ia l  request .  I t  is  
important  that  taxpayers provide the CRA wi th a complete and 
accurate descr ipt ion of  thei r  c i rcumstances to expla in why thei r  
s i tuat ion should mer i t  re l ie f .  To support  a request ,  taxpayers should 
provide a l l  re levant  in format ion inc luding the fo l lowing,  where 
appl icable:  

(a)  the name, address,  te lephone number,  socia l  insurance number,  
account  number,  par tnership number,  t rust  account  number,  and 
business number or  any other  ident i f icat ion tax number assigned 
by the CRA to the taxpayer;  
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(b)  the tax year(s)  or  f iscal  per iod(s)  involved;  

(c)  the facts and reasons support ing that  the interest  or  penal t ies 
were e i ther  main ly caused by factors beyond the taxpayer 's  
contro l ,  or  were as a resul t  of  act ions of  the CRA; 

(d)  an explanat ion of  how the c i rcumstances af fected the taxpayer 's  
abi l i t y in  meet ing thei r  tax obl igat ion;  

(e)  the facts and reasons support ing the taxpayer 's  inabi l i ty to pay the 
interest  or  penal t ies lev ied,  or  to be lev ied;  

( f )  any re levant  documentat ion such as death cer t i f icates,  doctor 's  
s tatements,  or  insurance statements to support  the facts and 
reasons;  

(g)  in  cases involv ing f inancia l  hardship ( inabi l i ty to pay) ,  a 
meaningfu l  payment arrangement which covers at  least  the tax and 
the penal ty par t ,  i f  appl icable,  and fu l l  f inancia l  d isc losure 
inc luding a statement of  income and expenses,  as wel l  as a 
statement of  assets and l iabi l i t ies;  
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(h)  support ing deta i ls  of  incorrect  informat ion g iven by the CRA in the 
form of  wr i t ten answers,  publ ished informat ion,  or  other  object ive 
evidence;  

( i )  where incorrect  in format ion g iven by the CRA is  of  a ora l  nature,  
the taxpayer  should g ive a l l  possib le  deta i ls  they have 
documented,  such as date,  t ime,  name of  the CRA of f ic ia l  spoken 
to,  and detai ls  of  the conversat ion;  and 

( j )  a complete h is tory of  events inc luding what  measures were taken 
(e.g. ,  payments and payment arrangements)  and when they were 
taken to resolve the non-compl iance.  

Factors Used in Arriving at  the Decision 

¶ 33.  Where c i rcumstances beyond a taxpayer 's  contro l ,  act ions of  
the CRA, or  inabi l i ty to pay or  f inancia l  hardship has prevented the 
taxpayer f rom comply ing wi th the Act ,  the fo l lowing factors wi l l  be 
considered when determining whether or  not  the CRA wi l l  cancel  or  
waive penal t ies and interest :  

–  23  –  



(a)  whether or  not  the taxpayer has a h is tory of  compl iance wi th tax 
obl igat ions;  

(b)  whether or  not  the taxpayer has knowingly a l lowed a balance to 
ex ist  on which arrears interest  has accrued;  

(c)  whether or  not  the taxpayer has exerc ised a reasonable amount of  
care and has not  been negl igent  or  careless in conduct ing thei r  
af fa i rs  under the sel f -assessment system; and 

(d)  whether or  not  the taxpayer has acted quick ly to remedy any delay 
or  omiss ion.  

Special  Consideration Due to Extraordinary Events 

¶ 34.  When an extraordinary event  (e.g. ,  natural  d isaster)  has 
prevented a large number of  taxpayers f rom meet ing thei r  tax 
obl igat ions,  the Minister  may issue a news re lease to announce that  
specia l  cons iderat ion wi l l  be g iven to provid ing re l ie f ,  such as a 
waiver  or  cancel lat ion of  penal ty and interest  charges on late tax 
remit tances or  la te f i l ing of  a return.  In such cases,  taxpayers need to 
make a request  to get  rel ie f .  CRA news re leases on extraord inary 
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events that  qual i fy for  re l ie f  can be found at   
http: / /www.cra-arc.gc.ca/  newsroom/releases/menu-e.html.  

Third-Party Actions 

¶ 35.  Taxpayers are general ly  considered to be responsib le for  
errors made by th i rd par t ies act ing on thei r  behal f  for  income tax 
matters.  A th i rd par ty who receives a fee and gives incorrect  advice,  
or  makes ar i thmet ic  or  account ing errors,  is  usual ly regarded as being 
responsib le to thei r  c l ient  for  any penal ty and interest  charges that  
the c l ient  has because of  the par ty's  act ion.  However,  there may be 
except ional  s i tuat ions,  where i t  may be appropr iate to provide re l ie f  to 
taxpayers because of  thi rd-par ty errors or  delays.  

¶  36.  I t  may be appropr iate to consider  grant ing re l ie f  f rom penal t ies 
and interest ,  in  whole or  in  par t ,  where an extraordinary c i rcumstance 
beyond the contro l  of  a taxpayer 's  representat ive or  act ions of  the 
CRA (as descr ibed in ¶  25 and ¶ 26) have prevented the taxpayer 
f rom comply ing wi th an obl igat ion or  requirement  under the Act .  
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Gross Negligence Penalt ies 

¶ 37.  Rel ief  f rom a gross negl igence penal ty assessed under the Act  
can be considered under subsect ion 220(3.1) .  However,  s ince the levy 
of  these penal t ies indicates a degree of  negl igence and absence of  
care and di l igence on the part  of  the taxpayer in  the conduct  of  thei r  
tax af fa i rs ,  the cancel lat ion of  a gross negl igence penal ty may be 
appropr iate only in  except ional  c i rcumstances.  

¶  38.  Given the nature of  a gross negl igence penal ty,  i t  is  more 
appropr iate for  a taxpayer to d ispute the assessment of  such a 
penal ty by f i l ing a not ice of  object ion.  For  more informat ion on a 
taxpayer 's  r ight  of  object ion,  see Pamphlet  P148,  RESOLVING YOUR 
DISPUTE:  OBJECTION AND APPEAL RIGHTS UNDER THE INCOME TAX ACT on 
the CRA Web s i te.  

Accrual  of Arrears Interest 

¶ 39.   Arrears in terest  that  has accumulated on an outstanding 
balance dur ing a calendar year that  is  wi th in the 10 preceding 
calendar years,  but  re lates to a l iabi l i t y that  arose for  a tax year or  
f iscal  per iod beyond the 10-year l imi t  (descr ibed in ¶  12) ,  is  not  
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el ig ib le for  re l ie f .  For  example,  a request  made in the 2007 calendar 
year for  re l ie f  f rom arrears interest  that  accumulated over the 1997 to 
2007 calendar years in regard to a tax amount owed for  the 1996 tax 
year cannot  be g iven considerat ion.  

Administrat ive Charge on Dishonoured Payments 

¶ 40.  An administ rat ive charge payable under the F INANCIAL 
ADMINISTRATION ACT for  a d ishonoured payment made to the CRA 
before Apr i l  1 ,  2007 cannot  be cancel led under subsect ion 220(3.1) .  
However,  th is  charge may be waived or  reduced under the FINANCIAL  
ADMINISTRATION ACT and INTEREST AND ADMINISTRATIVE  CHARGES 
REGULATIONS where c i rcumstances beyond the taxpayer 's  contro l ,  
inc luding an error  made by the f inancia l  inst i tu t ion resul ted in the 
payment being d ishonoured.  Taxpayers or  thei r  author ized 
representat ives can make thei r  requests in  wr i t ing and send them to 
the tax centre where they f i le  thei r  returns or  to the tax services of f ice 
serv ing thei r  area.  
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Employment Insurance Premiums and Canada Pension Plan 
Contr ibutions  

¶ 41.  The 10-year  l imi t  in  ¶  12 and the guidel ines in th is  par t  a lso 
apply to penal t ies and interest  provided for  in  the EMPLOYMENT 
INSURANCE ACT and CANADA PENSION PLAN regarding the col lect ion and 
payment of  premiums and contr ibut ions required to be made.  

Voluntary Disclosures Program 

¶ 42.  The Voluntary Disc losures Program is  a CRA in i t ia t ive that  
g ives taxpayers the opportuni ty to come forward and to correct  
inaccurate or  incomplete informat ion,  or  to d isc lose previously 
unreported informat ion,  wi thout  penal t ies or  fear  of  prosecut ion.  
Taxpayers who are considered to have made a val id voluntary 
d isc losure wi l l  have to pay the taxes owing and arrears interest ,  and 
the CRA wi l l  waive the penal t ies that  would otherwise be imposed 
under the Act .  Under th is  program, and on a case-by-case basis,  the 
CRA may provide some re l ie f  on the amount  of  arrears interest  
outstanding,  af ter  i t  is  determined that  the taxpayer made a val id 
voluntary d isc losure.  For  more deta i ls ,  see Informat ion 
Circular  00-1R, VOLUNTARY DISCLOSURES PROGRAM. 
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¶ 43.  Arrears interest  payable on a val id voluntary d isc losure may be 
cancel led or  waived under subsect ion 220(3.1) .  For  more deta i ls ,  see 
Part  I I  in th is  in format ion c i rcular  cal led "Guidel ines for  the 
Cancel lat ion or  Waiver  of  Penal t ies and Interest . "  

Goods and Services Tax/Harmonized Sales Tax 

¶ 44.  Sect ion 281.1 of  the EXCISE TAX ACT (ETA) g ives the Minister  
the d iscret ion to waive or  cancel  penal t ies and interest  payable under 
sect ion 280 of  the ETA, and ef fect ive Apr i l  1 ,  2007,  the fa i lure- to- f i le  
penal ty payable under sect ion 280.1.  For more deta i ls  on request ing 
re l ie f  f rom penal t ies and interest  regarding the goods and serv ices 
tax/harmonized sales tax (GST/HST),  see GST Memorandum 
G500-3-2-1,  CANCELLATION OR WAIVER OF PENALTIES  AND INTEREST.  

Part III 
Guidelines for Accepting Late, Amended, or Revoked 
Elections 
¶ 45.  The Act  and INCOME TAX REGULATIONS contain many elect ions 
that  g ive taxpayers the opportuni ty to decide on an a l ternat ive tax 
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t reatment  in conduct ing thei r  f inancia l  af fa i rs  for  income tax purposes.  
Most  e lect ions do not  have tax ru les that  permi t  a taxpayer to f i le  an 
e lect ion once the prescr ibed t ime for  making that  e lect ion expires or  
that  g ive the taxpayer the abi l i t y to modi fy or  cancel  an or ig inal  
e lect ion f i led on t ime.  The informat ion in  Part  I I I  o f  th is  in format ion 
c i rcular  deals wi th the Minister 's  d iscret ion to a l low a taxpayer the 
benef i t  o f  cer ta in e lect ions even though they missed the due date,  and 
to permi t  a taxpayer to modi fy or  cancel  cer ta in e lect ions a l ready 
f i led.   

General  

¶ 46.  Subsect ion 220(3.2)  g ives the Minister  the d iscret ionary 
author i ty to extend the statutory t ime for  f i l ing cer ta in e lect ions or  to 
permi t  cer tain e lect ions to be amended or  revoked.  The request  must  
be made wi th in the 10-year t ime l imit  descr ibed in ¶  13.  

Prescribed Elections 

¶ 47.  A request  by a taxpayer  to have a late or  amended elect ion 
accepted or  to revoke an e lect ion is  l imi ted to the e lect ive provis ions 
of  the Act  and Regulat ions l is ted in sect ion 600 of  the Regulat ions.  
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For the l is t  of  prescr ibed e lect ions,  see Appendix A at  the end of  th is  
in format ion c i rcular .  

¶ 48.  A late,  amended,  or  revoked elect ion must  be correct  in  law 
based on the re levant  legis lat ion in p lace for  the appl icable tax year 
to which the e lect ion appl ies.   

¶  49.  When accepted by the CRA, a late or  amended elect ion wi l l  be 
considered to have been made at  the t ime i t  was required to be made.  
For amended and revoked elect ions,  the ear l ier  e lect ion wi l l  be 
cancel led.  To g ive ef fect  to acceptance of  a la te,  amended,  or  
revoked elect ion,  the CRA wi l l  reassess the af fected returns for  the 
tax years in quest ion even i f  the years are beyond the taxpayer 's  
normal  reassessment per iod ( i .e . ,  s tatute-barred years) .  

¶  50.  Any assessments or  reassessments resul t ing f rom the CRA's 
acceptance of  the request  is  subject  to the general  provis ions 
concerning arrears interest  charged on the balance owing.  
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Penalty for  Late,  Amended, or Revoked Elect ions 

¶ 51.  A taxpayer is  l iable to a penal ty i f  the CRA accepts a late,  
amended,  or  revoked elect ion.  The penal ty,  calculated under 
subsect ion 220(3.5) ,  is  whichever amount  is  less:   

(a)  $8,000;  or  

(b)  $100 for  each complete month f rom the e lect ion 's  or ig inal  due 
date to the date the appl icat ion was made in a form sat is factory to 
the CRA. 

¶ 52.  The date on which the request  (appl icat ion)  was made in a 
sat is factory form to the CRA is  when the CRA has been provided wi th 
complete and accurate informat ion for  the e lect ion under rev iew. 
To minimize the amount  of  penal ty,  the taxpayer  should sat is fy the 
appl icat ion procedures descr ibed in  ¶s 58 through 63.  

¶  53.  I t  is  CRA pol icy not  to accept  la te,  amended,  or  revoked 
elect ions,  or  to process the necessary adjustments to g ive an e lect ion 
ef fect ,  unless the amount  of  the penal ty descr ibed in ¶  51 is  paid.  
Taxpayers should remit  the penal ty amount  wi th  thei r  request .  The 
CRA wi l l  determine and assess any unpaid balance of  the penal ty,  

–  32  –  



which the taxpayer must  pay at  once.  Interest  wi l l  be charged on the 
unpaid balance of  the penal ty f rom the date of  the NOTICE OF 
ASSESSMENT to the date of  payment.  

¶  54.  The penal ty descr ibed in  ¶ 51 is  subject  to the provis ions of  
subsect ion 220(3.1) .  For  deta i ls  on the cancel la t ion or  waiver  of  th is  
penal ty,  see Part  I I  in  this  in format ion c i rcular  cal led "Guidel ines for  
the Cancel lat ion or  Waiver  of  Penal t ies and Interest . "  

Deemed Prescribed Elections 

¶ 55.  The ru les and guidel ines under th is  par t  a lso apply to the 
fo l lowing designat ions and al locat ions that  are considered prescr ibed 
e lect ions,  under subsect ion 220(3.21) :  

(a)  Paragraph 80(2)( i )  of  the Act  a l lows a taxpayer to designate the 
order  in  which commercia l  debt  obl igat ions set t led at  the same 
t ime are to be appl ied for  the purpose of  the debt  forg iveness 
ru les.  
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(b)  Subsect ions 80(5)  to 80(11) al low a taxpayer who has designated 
a forg iven amount to apply any remaining part  of  the forg iven 
amount  in  cer ta in c i rcumstances.  

(c)  Subsect ion 80.03(7)  a l lows a taxpayer to designate a capi ta l  gain 
that  would otherwise ar ise under subsect ion 80.03(2)  as a forg iven 
amount  for  the purpose of  the debt  forg iveness ru les.  

(d)  Subsect ion 132.11(6)  a l lows a mutual  fund t rust ,  as wel l  as any 
e lect ing t rust  wi th a December 15 year-end,  to choose an amount  
designated by i t  for  a tax year to be added in comput ing i ts  income 
for  the year.  

Acceptance of a Late,  Amended,  or Revoked Election 

¶ 56.  A request  may be accepted in the fol lowing s i tuat ions:  

(a)  There have been tax consequences not  in tended by the taxpayer,  
and there is  ev idence that  the taxpayer took reasonable steps to 
comply wi th the law.  This could inc lude,  for  example,  the s i tuat ion 
where the taxpayer obta ined a bona f ide valuat ion for  a property,  
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but  af ter  the CRA's rev iew the valuat ion was found to be not  
correct .  

(b)  The request  ar ises f rom c i rcumstances that  were beyond the 
taxpayer 's  contro l .  Such extraordinary c i rcumstances could 
inc lude natural  or  man-made disasters such as f lood or  f i re;  c iv i l  
d is turbances or  d isrupt ions in serv ices,  such as a posta l  s t r ike;  a 
ser ious i l lness or  accident ;  or  ser ious emot ional  or  mental  
d is t ress,  such as death in the immediate fami ly.  

(c)  I t  is  ev ident  that  the taxpayer acted on incorrect  in format ion g iven 
by the CRA. This could inc lude incor rect  wr i t ten repl ies to quer ies 
and errors in  CRA publ icat ions.  

(d)  The request  resul ts  f rom what  is  a mechanical  error .  This could 
inc lude using the net  book value amount when obviously the 
taxpayer intended to use the undepreciated capi ta l  cost  or  us ing 
an incorrect  cost .  

(e)  The later  account ing of  the t ransact ions by a l l  par t ies is  as i f  the 
e lect ion had been made,  or  had been made in a par t icu lar  manner.  
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( f )  The taxpayer  can demonstrate that  they were not  aware of  the 
e lect ion prov is ion,  even though they took a reasonable amount  of  
care to comply wi th the law,  and took remedia l  act ion as quick ly 
as possib le.  

Denial  of  a Late,  Amended, or Revoked Elect ion 

¶ 57.  A request  wi l l  not  be accepted in the fo l lowing instances:  

(a)  I t  is  reasonable to conclude that  the taxpayer made the request  for  
ret roact ive tax p lanning purposes.  This could inc lude tak ing 
advantage of  changes to the law enacted af ter  the due date of  the 
e lect ion.  

(b)  Adequate records do not  ex is t .  

(c)  I t  is  reasonable to conclude that  the taxpayer had to make the 
request  because he or  she was negl igent  or  careless in complying 
wi th the law.  
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Making a Request 

¶ 58.  Taxpayers or  thei r  author ized representat ives can make thei r  
requests in wr i t ing and send them to the tax centre where they f i le  
thei r  returns or  to the tax serv ices of f ice serv ing thei r  area.  
Al ternat ive ly,  Form RC4288,  REQUEST FOR TAXPAYER RELIEF,  can be 
used to make a request .  A copy of  this  form is  avai lable f rom the CRA 
Web s i te at  http: / /www.cra-arc.gc.ca/  formspubs/menu-e.html  or  by 
te lephone at  1-800-959-2221.  To f ind the addresses and te lephone 
numbers of  CRA of f ices,  see ¶ 31.  

¶  59.  To support  a request ,  taxpayers should provide a l l  re levant  
in format ion inc luding the fo l lowing,  where appl icable:  

(a)  the name, address,  te lephone number,  socia l  insurance number,  
par tnership number,  t rust  account  number,  and business number 
or  any other  ident i f icat ion tax number assigned by the CRA to the 
taxpayer ;  

(b)  the tax year(s)  or  f iscal  per iod(s)  involved;  

(c)  the dates and detai ls  of  the t ransact ions;  
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(d)  the date and deta i ls  of  the or ig inal  e lect ion,  inc luding an 
explanat ion of  why the taxpayer is  asking to have an e lect ion 
amended or  revoked;  and 

(e)  deta i ls  of  a late e lect ion,  and an explanat ion of  why i t  is  la te.  

¶  60.  For a request  to accept  a late or  amended elect ion,  the 
e lect ion needs to be made in the appropr iate manner required by the 
speci f ic  provis ions of  the Act  concerning that  e lect ion (e.g. ,  f i l ing the 
e lect ion in prescr ibed form or  in  a prescr ibed manner) .  

¶  61.  The request  should br ief ly descr ibe the income tax impl icat ions 
of  the acceptance or  refusal  of  the request  for  al l  the par t ies involved.  

¶  62.  I f  accept ing the request  involves changes to cont inuing tax 
account  balances,  taxpayers should submit  appropr iate rev ised 
schedules ref lect ing these changes.  This could inc lude,  for  example,  
capi ta l  cost  a l lowance schedules ,  reserve account  schedules,  and 
Canadian explorat ion or  development  expense account  schedules.  
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¶ 63.  When the request  involves more than one taxpayer,  an 
agreement,  s igned by a l l  par t ies,  to the changes requested should be 
inc luded wi th the request .  

Part IV 
Guidelines for Refunds or Reduction in Amounts Payable 
Beyond the Normal Three-Year Period 
¶ 64.  The Act  sets a three-year  l imi tat ion per iod f rom the end of  the 
tax year of  an indiv idual  (other  than a t rust )  and testamentary t rust  to  
f i le  an income tax return to c la im a tax refund and a three-year 
l imi tat ion per iod f rom the date of  the or ig inal  NOTICE OF ASSESSMENT 
to ask for  an adjustment  to an assessment issued for  a prev ious tax 
year.  The informat ion in Part  IV of  th is  in format ion c i rcular  deals wi th 
the Minister 's  d iscret ion to re l ieve an indiv idual  (other  than a t rust)  
and a testamentary t rust  f rom the l imi tat ion per iod and,  in  cer ta in 
c i rcumstances,  to accept  la te requests to g ive the indiv idual  or  
testamentary t rust  a refund or  reduct ion in tax.  
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General  

¶ 65.  The re l ie f  provided under paragraph 164(1.5)(a)  and 
subsect ion 152(4.2)  appl ies only to  indiv iduals (other  than t rusts)  and 
testamentary t rusts.  

Refund Enti t lement 

¶ 66.  Subsect ion 164(1)  restr ic ts  the CRA from refunding an 
overpayment of  tax unless:  

(a)  an income tax return was f i led wi th in three years f rom the end of  
the tax year ;  or  

(b)  the CRA received a request  for  a refund wi th in three years f rom 
the date of  the or ig inal  NOTICE OF ASSESSMENT and the re lated 
income tax return was f i led wi th in three years f rom the end of  the 
tax year.  This is  referred to as the normal  reassessment per iod.  

Discretion to Al low a Statute-Barred Refund  

¶ 67.  However,  paragraph 164(1.5)(a)  g ives the Minister  the 
d iscret ionary author i ty to refund to an indiv idual  or  a testamentary 
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t rust  a l l  or  any par t  of  an overpayment of  tax for  a tax year even i f  the 
tax return was f i led later  than three years f rom the end of  the tax 
year.  The request  must  be made wi th in the 10-year t ime l imit  
descr ibed in  ¶ 13.  

Reassessment or Redetermination 

¶ 68.  Subsect ion 152(4)  general ly restr ic ts  the CRA from 
reassessing a return of  income for  a tax year that  is  beyond three 
years f rom the date of  the or ig inal  NOTICE OF ASSESSMENT or  of  an 
or ig inal  not i f icat ion that  no tax was payable for  the year.  When the 
normal  three-year reassessment per iod for  a tax year ends,  the return 
is  considered statute-barred.  

Discretion to Refund or Reduce Tax Payable for a Statute-Barred 
Return 

¶ 69.  However,  subsect ion 152(4.2)  g ives the Minister  the 
d iscret ionary author i ty to make a reassessment or  a redeterminat ion 
beyond the normal  reassessment per iod for  a statute-barred tax year,  
when requested by an indiv idual  or  a testamentary t rust  in  order  to 
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determine a refund or  to reduce tax payable.  The request  must  be 
made wi th in  the 10-year  t ime l imi t  descr ibed in ¶  13.  

¶  70.  An indiv idual  or  testamentary t rust ,  as the case may be,  can 
ask the CRA to redetermine cer ta in amounts that  are considered 
e i ther  as payments on account  of  tax or  overpayment of  tax under the 
Act .  Paragraph 152(4.2)(b)  refers to the fo l lowing amounts for  which a 
redeterminat ion could be issued:  

(a)  refundable Quebec abatement for  income earned in Quebec by an 
indiv idual  res ident  of  Quebec under subsect ion 120(2) ;  

(b)  refundable F i rs t  Nat ions abatement for  indiv iduals who are subject  
to income tax legis lat ion of  cer ta in Fi rs t  Nat ions under 
subsect ion 120(2.2) ;  

(c)  goods and serv ices tax/harmonized sales tax (GST/HST) credi t  
avai lable to e l ig ib le indiv iduals under subsect ion 122.5(3) ;  

(d)  refundable medical  expense supplement avai lable to e l ig ib le 
indiv iduals under subsect ion 122.51(2) ;  
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(e)  refundable investment tax credi t  avai lable to taxpayers under 
subsect ion 127.1(1) ;  

( f )  the tax credi t  that  a benef ic iary of  a mining reclamat ion t rust  can 
c la im under subsect ion 127.41(3) ;  

(g)  the tax credi t  that  cer ta in benef ic iar ies can c la im under 
subsect ion 210.2(3)  for  the Part  XI I .2 tax paid by a t rust ;  

(h)  the tax credi t  a Canadian partnersh ip f lows through to i ts  par tners 
for  the Part  XI I .2 tax paid by a t rust  under subsect ion 210.2(4) ;  
and 

( i )  Canada Chi ld Tax Benef i t  (CCTB) payments avai lable to e l ig ib le 
indiv iduals for  qual i f ied dependants under subsect ion 122.61(1) .  

Acceptance of a Refund or Adjustment Request 

¶ 71.  The CRA may issue a refund or  reduce the amount  owed i f  i t  is  
sat is f ied that  such a refund or  reduct ion would have been made i f  the 
return or  request  had been f i led or  made on t ime,  and provided that  
the necessary assessment is  correct  in  law and has not  been al ready 
a l lowed.  
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¶ 72.  Indiv iduals and testamentary t rusts can make a request  i f  they 
were not  aware of ,  or  missed,  c la iming a deduct ion or  a non-
refundable tax credi t  that  was avai lable for  the year,  such as chi ld 
care expenses or  the amount  for  an e l ig ib le dependant .  Indiv iduals 
can a lso ask for  refunds or  reduct ions of  amounts owing for  
refundable tax credi ts  such as provinc ia l  tax credi ts  that  have not  
been c la imed.  In addi t ion,  payrol l  deduct ions may have resul ted in an 
overpayment of  taxes for  which a refund can be requested.   

¶  73.  The purpose for  request ing an adjustment under 
subsect ion 152(4.2)  is  not  to d ispute or  d isagree on the correctness 
or  val id i ty of  a previous assessment .  The abi l i ty of  the CRA to a l low 
an adjustment  to amounts for  a statute-barred tax year should not  be 
used as a means to have issues reconsidered,  such as an audi t  
reassessment,  where the indiv idual  or  testamentary t rust  chose not  to 
chal lenge the issues through the normal  object ion/appeals processes 
or  where the issues were a l ready deal t  wi th under the object ion /  
appeal .  For  more informat ion on a taxpayer 's  r ight  of  object ion,  see 
Pamphlet  P148,  RESOLVING YOUR DISPUTE:  OBJECTION AND APPEAL 
RIGHTS UNDER THE INCOME TAX ACT,  on the CRA Web s i te.  
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¶ 74.  The CRA wi l l  general ly not  accept  a request  for  an adjustment  
to a statute-barred tax year of  an indiv idual  where the adjustment 
would resul t  in  the increase of  taxes,  in terest ,  or  penal t ies to the 
returns of  other  indiv iduals that  are statute-barred and cannot  be 
reassessed by the CRA.  

Making a Request 

¶ 75.  Indiv iduals and testamentary t rusts,  or  thei r  author ized 
representat ives,  can apply for  a refund f rom a statute-barred tax year 
by f i l ing the income tax return(s)  together  wi th documentat ion or  
explanat ions to support  thei r  c la im(s) .  I f  the returns were previously 
f i led,  they can make a wr i t ten request .  

¶  76.  To ask for  a refund or  a reduct ion of  amounts owing under 
subsect ion 152(4.2) ,  indiv iduals and testamentary t rusts can make 
thei r  requests in wr i t ing and inc lude the fo l lowing informat ion:  

(a)  the name, address,  te lephone number,  socia l  insurance number,  
and t rust  account  number or  any other ident i f icat ion tax number 
assigned by the CRA to the taxpayer ;  
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(b)  the tax year(s)  involved;  

(c)  a l l  re levant  documents to support  any c la ims being made;  and 

(d)  an explanat ion for  the adjustment  they are request ing.  

¶  77.  Indiv iduals and testamentary t rusts,  or  thei r  author ized 
representat ives,  can send returns,  wr i t ten requests,  and support ing 
documentat ion to the tax centre where they f i le  thei r  returns or  to the 
tax serv ices of f ice serv ing thei r  area.  Al ternat ive ly,  Form RC4288,  
REQUEST FOR TAXPAYER RELIEF,  can be used to make a request .  
A copy of  this  form is  avai lable f rom the CRA Web s i te at  
http: / /www.cra-arc.gc.ca/  formspubs/menu-e.html  or  by te lephone 
at  1-800-959-2221.  To f ind the addresses and te lephone numbers of  
CRA of f ices,  see ¶ 31.  

¶  78.  To support  a return or  a request  for  an adjustment ,  indiv iduals 
and testamentary t rusts should provide the fo l lowing informat ion,  i f  
re levant :  
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(a)  of f ic ia l  receipts or  cer t i f ied t rue copies of  receipts (e.g. ,  tu i t ion,  
registered ret i rement savings p lan,  or  char i table donat ion 
receipts) ;  

(b)  copies of  in format ion s l ips (e.g. ,  T3,  T4,  T5);  

(c)  deta i ls  or  calculat ions of  expenses or  deduct ions being c la imed;  
and 

(d)  proof  of  payment,  such as cancel led cheques for  renta l  payments 
or  a let ter  f rom a landlord.  

¶  79.  I f  T4 informat ion s l ips are re levant  but  are not  avai lable,  
indiv iduals should provide a let ter  f rom thei r  present  or  former 
employer(s) ,  which states thei r  income and deduct ions for  the year.  
Otherwise,  they should provide the fu l l  name and address of  the 
present  or  former employer(s) ,  as wel l  as copies of  pay stubs or  
cancel led cheques.  

¶  80.  I f  other  types of  in format ion s l ips are not  avai lable,  an 
indiv idual  and testamentary t rust  should provide the name and 
address of  the s l ip  issuer and the amount  on the s l ip .  
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¶ 81.  I f  i t  is  impossib le to get  the proper documentat ion,  indiv iduals 
and testamentary t rusts should submit  fu l l  deta i ls  and a wr i t ten 
explanat ion for  considerat ion.  

¶  82.  The CRA wi l l  t ry to reconstruct  and val idate the c la im or  c la ims 
by referr ing to CRA records.  

¶  83.  I f  the CRA cannot  val idate a c la im af ter  referr ing to i ts  
records,  a refund wi l l  not  be issued.  

Provincial  Benefi ts or Credits 

¶ 84.  I f  there are t ime l imi tat ions to c la im cer ta in prov inc ia l  benef i ts  
or  credi ts  (which are administered by the CRA for  provinces)  
st ipulated in a provinc ia l  act ,  subsect ion 152(4.2)  and paragraph 
164(1.5)(a)  do not  overr ide provinc ia l  l imi tat ions,  unless provinc ia l  
law a l lows for  i t .  

Permissive Deductions 

¶ 85.  The CRA wi l l  not  process requests for  adjustments i f  the 
requested decrease in tax is  the resul t  of  an increased c la im for  
capi ta l  cost  a l lowance or  other  a l lowable deduct ions,  where the 
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taxpayer or ig inal ly c la imed less than the maximum amount a l lowed.  
For  more informat ion,  see Informat ion Circular  84-1,  REVIS ION OF 
CAPITAL  COST ALLOW ANCE CLAIMS AND OTHER PERMISSIVE  DEDUCTIONS.  

Employment Insurance Premiums and Canada Pension Plan 
Contr ibutions 

¶ 86.  The re l ie f  descr ibed in ¶  67 and ¶ 69 does not  af fect  refunds 
for  overpayments of  Employment Insurance premiums and Canada 
Pension Plan contr ibut ions.  The t ime l imi t  for  refunds remains at  three 
and four  years under the EMPLOYMENT INSURANCE ACT and CANADA 
PENSION PLAN respect ive ly.  

Requests Based on a Court  Decision or Other Resolution 

¶ 87.  CRA pol icy does not  a l low for  the reassessment of  a 
statute-barred return i f  the request  is  made as a resul t  of  a court  
decis ion ( for  more informat ion,  see  In format ion Circular  75-7R3,  
REASSESSMENT OF A  RETURN OF INCOME).  Requests made to reassess a 
statute-barred return based only on the successfu l  appeal  by another 
taxpayer wi l l  not  be granted under subsect ion 152(4.2) .  
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¶ 88.  Simi lar ly,  knowledge of  another taxpayer 's  negot iated 
set t lement to resolve an object ion,  or  another  taxpayer 's  consent  to 
judgment on an appeal ,  wi l l  not  be extended to permit  a reassessment 
of  a taxpayer 's  s tatute-barred return under subsect ion 152(4.2) ,  i f  the 
taxpayer has chosen not  to protect  h is  or  her  r ight  of  object ion or  
appeal .  

Part V 
Rules and Procedures When Relief is Granted or Denied 
¶ 89.  Part  V of  th is  in format ion c i rcular  deals wi th ru les and 
procedures for  in terest  paid on overpayments,  issuing refunds,  and 
the r ight  of  object ion to an assessment or  reassessment issued as a 
resul t  of  a decis ion made by the CRA to grant  re l ie f  to  a taxpayer.  
Part  V a lso expla ins the recourse taxpayers have to ask for  a second 
administ rat ive rev iew f rom the CRA or  to have the Minister 's  decis ion 
rev iewed by the Federal  Court ,  when taxpayers do not  agree wi th the 
Minister 's  decis ion for  denying re l ie f  or  par t ly grant ing re l ie f .   

–  50  –  



Reductions in Refunds 

¶ 90.  Paragraph 164(1.5)(b)  g ives the Minister  the d iscret ion to 
refund an overpayment of  tax that  resul ts  f rom a reassessment or  
redeterminat ion re lat ing to:  

(a)  an adjustment made beyond the normal  reassessment per iod 
under subsect ion 152(4.2) ;  

(b)  the cancel la t ion of  penal t ies and interest  under 
subsect ion 220(3.1) ;  or  

(c)  the appl icat ion of  subsect ion 220(3.4)  for  the accept ing of  a la te,  
amended,  or  revoked elect ion under subsect ion 220(3.2) .  

¶  91.  Under cer ta in c i rcumstances,  the CRA may reduce the amount  
of  a refund to which an indiv idual  or  testamentary t rust  might  
otherwise be ent i t led.  For example,  th is  may happen when a 
requested adjustment  for  a year beyond the normal  reassessment 
per iod resul ts  in  a refund for  that  par t icu lar  year,  but  the adjustment  
would resul t  in  an increase of  taxes,  in terest ,  or  penal t ies for  another  
year that  is  s tatute-barred.  Under these c i rcumstances,  the CRA wi l l  
usual ly grant  a refund only i f  i t  is  more than the taxes,  in terest ,  and 
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penal t ies that  would otherwise have been paid i f  the other  year had 
not  been statute-barred.  

¶  92.  Simi lar ly,  i f  a  redeterminat ion of  Canada Chi ld Tax Benef i t  
(CCTB) or  goods and serv ices tax/harmonized sales tax (GST/HST) 
credi t  requested by an indiv idual  resul ts  in  a refund for  the par t icu lar  
year,  but  would necessi tate a redeterminat ion to repay CCTB or  
GST/HST overpayments received for  another year(s)  which is  s tatute-
barred,  the refund may be reduced accordingly.  

Refund Interest  

¶ 93.  For requests received af ter  June 30,  2003,  subsect ion 164(3.2)  
provides for  the payment  of  in terest  on a refund ar is ing f rom a 
reassessment or  redeterminat ion that :  

• cancels a l l  or  par t  of  any penal ty and interest  previously paid;  or  

• reduces the amount  of  tax previously paid as a resul t  of  accept ing 
an adjustment  or  a la te,  amended,  or  revoked elect ion.  

¶  94.  Compound dai ly in terest  at  the prescr ibed rates wi l l  s tar t  to  
accumulate on the 31st  day af ter  a wr i t ten request  to waive or  cancel  
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penal ty and interest ,  accept  a la te,  amended,  or  revoked elect ion,  or  
to a l low an adjustment  beyond the normal  three-year l imi t  was 
received in a manner sat is factory to the CRA. 

¶  95.  The date on which the request  was received in a manner 
sat is factory to the CRA is  the date when the CRA has been given 
complete and accurate informat ion about  the request  under rev iew. 
In cer ta in c ircumstances,  refund interest  may begin later  than the day 
stated in ¶ 94.  For example,  refund interest  may begin on a later  date 
i f  there was not  enough documentat ion g iven to support  the taxpayer 's  
c la im for  an adjustment ,  or  a new request  is  made for  penal ty and 
interest  re l ie f ,  which re l ies on d i f ferent  grounds than the previous 
request  that  was denied by the CRA. Taxpayers should sat is fy the 
procedures descr ibed in  th is  in format ion c i rcular  in  the sect ion cal led 
"Making a Request . "   

¶  96.  Under subsect ion 164(3)  and for  the f i l ing of  a tax return for  
a tax year o f  an indiv idual  or  testamentary t rust  that  ended af ter  
June 30,  2003,  refund interest  on an overpayment wi l l  s tar t  to  
accumulate on the 31st  day af ter  the date the return was f i led.  For  tax 
years that  ended on or  before June 30,  2003,  refund interest  wi l l  s tar t  
on the 46th day af ter  the date the return was f i led.  
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¶ 97.  There is  no interest  paid on a refund or  par t  of  a refund for  
GST/HST or  CCTB payments made to an indiv idual .  

Applicat ion of Refund to Other Debts 

¶ 98.  Under subsect ion 164(2) ,  the amount  of  any refund (except  for  
CCTB payments)  may be appl ied against  any amount the taxpayer 
owes or  is  about  to owe.  

Refund Withheld Unti l  Outstanding Returns Are Fi led 

¶ 99.  Ef fect ive Apr i l  1 ,  2007,  under  subsect ion 164(2.01) ,  a refund 
wi l l  not  be paid to a taxpayer,  appl ied to other  debts,  or  used to set  
of f  amounts under the Act  unt i l  such t ime as a l l  outstanding returns 
that  are required to be f i led by the taxpayer under the INCOME TAX 
ACT,  the AIR TRAVELLERS SECURITY CHARGE ACT,  the EXCISE ACT,  
2001,  and the EXCISE TAX ACT have been f i led wi th the CRA. 

Right of  Object ion 

¶ 100.  I f  the Minister  has waived or  cancel led in whole or  in  par t  any 
penal t ies and interest  under subsect ion 220(3.1)  or  has issued a 
NOTICE OF REASSESSMENT beyond the normal  reassessment per iod 
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under subsect ion 152(4.2) ,  a taxpayer is  prohib i ted under 
subsect ion 165(1.2)  f rom f i l ing an object ion to d ispute the assessment 
or  reassessment.  

¶  101.  I f  the Minister  has accepted a late,  amended,  or  revoked 
elect ion under subsect ion 220(3.2) ,  a taxpayer can f i le  an object ion 
under subsect ion 165(1.1)  to d ispute the assessment or  reassessment 
made under subsect ion 220(3.4) .  However,  object ions are l imi ted to 
mat ters that  g ive r ise to the assessment .  

¶  102.  The normal  object ion procedures under subsect ion 165(1)  
apply to an indiv idual  (other  than a t rust)  or  testamentary t rust  for  an 
or ig inal  NOTICE OF ASSESSMENT made to a l low a refund f rom f i l ing an 
income tax return beyond the normal  three-year per iod.  For  more 
informat ion on a taxpayer 's  r ight  of  object ion,  see Pamphlet  P148,  
RESOLVING YOUR DISPUTE:  OBJECTION AND APPEAL RIGHTS UNDER THE 
INCOME TAX ACT.  

Redress – Second Administrat ive Review 

¶ 103.  I f  a request  was denied or  par t ly granted,  there is  no r ight  of  
object ion for  a taxpayer to d ispute a decis ion under the taxpayer re l ie f  
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provis ions.  However,  i f  the taxpayer  bel ieves that  the Minister 's  
d iscret ion has not  been proper ly exerc ised,  the taxpayer can wr i te to 
ask that  the d i rector  of  the tax serv ices of f ice or  the tax centre 
reconsider  the or ig inal  decis ion and review the s i tuat ion again.  Dur ing 
the second review, the taxpayer wi l l  have the opportuni ty to make 
more representat ions for  the CRA's considerat ion.  To f ind the 
addresses of  CRA of f ices,  see ¶ 31.  

¶  104.  CRA of f ic ia ls  not  involved in the f i rs t  administ rat ive rev iew and 
decis ion would carry out  the second administ rat ive rev iew. They would 
prepare a decis ion report  for  the d i rector  or  another delegated of f ic ia l  
for  h is  or  her  considerat ion,  inc luding a recommendat ion on whether 
or  not  grant ing re l ie f  is  just i f ied.  The f inal  decis ion and not i f icat ion of  
the decis ion to the taxpayer rests wi th the d i rector  or  another  
delegated of f ic ia l ,  such as an assistant  d i rector .   

Redress – Judicial  Review 

¶ 105.  I f  a taxpayer bel ieves that  the Minister 's  d iscret ion was not  
proper ly exerc ised,  the taxpayer can apply for  judic ia l  rev iew of  that  
decis ion to the Federal  Court  under sect ion 18.1 of  the FEDERAL 
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COURTS ACT,  wi th in 30 days of  the date the decis ion was f i rs t  received 
by the taxpayer .   

¶  106.  To ask for  judic ia l  rev iew, the taxpayer must  send a completed 
Form 301,  NOTICE OF APPLICATION,  wi th the appropr iate f i l ing fee to 
the regist rar  of  the Federal  Court .  For  more informat ion on how to f i le  
an appl icat ion for  judic ia l  rev iew or  other  general  enquir ies,  contact  
the Courts Administ rat ion Serv ice or  see thei r  Web s i te at  
http: / /www.cas-satj .gc.ca   

¶  107.  I f  i t  is  determined that  the Minister 's  d iscret ion was not  
proper ly exerc ised,  the Federal  Court  cannot  subst i tu te i ts  decis ion 
for  a decis ion of  the CRA but  can only refer  the decis ion back to the 
CRA to be reconsidered by another delegated of f ic ia l .   

¶  108.  As a general  ru le,  taxpayers should ask for  a second 
administ rat ive rev iew (descr ibed in ¶  103) f rom the CRA before f i l ing 
an appl icat ion for  judic ia l  rev iew wi th the Federal  Court .  
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Requests Made While an Objection or Appeal Is in Progress 

¶ 109.  A request  to cancel  penal ty and interest  on the grounds of  
extraordinary c i rcumstances or  act ions of  the CRA for  an assessment 
under object ion or  appeal  may be reviewed and an informal  decis ion 
may be communicated to the taxpayer.  However ,  a f inal  decis ion 
about  the taxpayer 's  request  for  re l ief  wi l l  be held unt i l  the object ion 
or  appeal  is  resolved or  unt i l  a l l  r ights of  appeal  have expired.  

¶  110.  A taxpayer 's  request  to cancel  penal ty and interest  on the 
grounds of  inabi l i ty to pay or  f inancia l  hardship under 
subsect ion 220(3.1) ,  for  an adjustment  under subsect ion 152(4.2) ,  or  
to accept  a late,  amended,  or  revoked elect ion under 
subsect ion 220(3.2)  that  re lates to an assessment that  is  under 
object ion or  appeal  wi l l  general ly be held in abeyance unt i l  the 
outcome of  the object ion or  appeal  process or  unt i l  a l l  r ights of  appeal  
have expired.   

Comments 

¶ 111.  I f  you have any comments about  th is  in format ion c i rcular ,  
p lease wr i te to:  
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Taxpayer Rel ief  and Serv ice Complaints Directorate 
Canada Revenue Agency 
Ottawa ON  K1A 0L5 

Appendix A – List of prescribed elections 
Sect ion 600 of  the INCOME TAX REGULATIONS l is ts  the provis ions of  the 
INCOME TAX ACT and INCOME TAX REGULATIONS under which a taxpayer 
or  a par tnership can apply under subsect ion 220(3.2)  of  the Act  to 
make a late or  amended elect ion,  or  to revoke an e lect ion.  

The l is t  of  el ig ib le e lect ions ref lects the amendments to sect ion 600 
that  were registered in the CANADA GAZETTE,  Par t  I I ,  on August  29,  
2006,  as SOR/2006-200.  

Below is  a l is t  of  the prescr ibed provis ions,  and a br ief  descr ipt ion of  
re lated e lect ions:  
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Deferral on non-Canadian controlled private corporation 
employee options 
Subsect ion 7(8)  of  the Act  a l lows an employee to defer  the tax ing of  
an employment benef i t  real ized f rom a qual i fy ing acquis i t ion of  a 
par t icu lar  secur i ty under  an agreement wi th the employer (or  a person 
not  deal ing at  arm's length wi th the employer)  unt i l  the year in  which 
the employee d isposes of  the secur i ty,  becomes a non-resident  of  
Canada or  d ies,  whichever occurs f i rs t ,  i f  the employee elects in 
accordance wi th subsect ion 7(10) to have subsect ion 7(8)  apply.  

Deemed outlay or expense 
Paragraph 12(2.2)(b)  of  the Act  a l lows a taxpayer to e lect  to reduce 
the amount of  an out lay or  expense (other than an out lay or  expense 
which re lates to the cost  of  the property)  incurred in the year ,  the 
immediate ly fo l lowing year or  any preceding year,  by a l l  or  par t  of  any 
re lated government assistance received in the year which would 
otherwise be inc luded in income by v i r tue of  paragraph 12(1)(x) .  
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Interest income accrual rules 
Former subsect ion 12.2(4)  of  the Act  a l lowed an indiv idual  or  a t rust  
wi th indiv iduals as benef ic iar ies to e lect  to report  accrued interest  
income annual ly for  cer ta in l i fe  insurance pol ic ies and annui ty 
contracts last  acquired before December 20,  1980,  rather  than 
t r i -annual ly under former subsect ion 12.2(3) .  Subsect ion 12.2(4)  was 
repealed,  af ter  the int roduct ion of  mandatory annual  report ing of  
accrued income on l i fe  insurance pol ic ies last  acquired or  mater ia l ly 
a l tered af ter  1989.  

Available-for-use rules on long-term projects 
Subsect ion 13(29) of  the Act  a l lows a taxpayer to e lect  to inc lude an 
amount ,  wi th in l imi ts ,  as undepreciated capi ta l  cost  for  long-term 
project  depreciable property under the avai lable- for-use provis ions of  
subsect ions 13(26) to 13(28),  before the complet ion of  the pro ject .  

Amounts paid for undertaking future obligations 
Subsect ion 20(24) of  the Act  a l lows a taxpayer to deduct  f rom income 
certa in payments made to obta in another person's agreement to 
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undertake cer ta in future obl igat ions for  which an amount  was inc luded 
in the taxpayer 's  income under paragraph 12(1)(a) ,  i f  the taxpayer and 
the rec ip ient  jo int ly e lect  under subsect ion 20(25).  

Cost of borrowed money 
The elect ions contained in sect ion 21 of  the Act  a l low a taxpayer to 
e lect  to capi ta l ize,  instead of  deduct ing as a current  expense,  the cost  
of  borrowed money used to acquire depreciable property 
(subsect ions 21(1)  and 21(3))  or  used for  explor ing,  developing,  or  
acquir ing a resource property (subsect ions 21(2)  and 21(4)) .  

Exchanges of property 
Subsect ions 13(4) ,  14(6) ,  44(1) ,  and (6)  of  the Act  a l low a taxpayer to 
e lect  to defer  an income inc lus ion or  the recogni t ion of  a capi ta l  gain 
when a replacement property is  acquired for  a property that  was 
sto len,  expropr iated,  or  destroyed,  or  for  a former business property 
that  was sold.  
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Adjustments to cost base 
Subsect ions 13(7.4)  and 53(2.1)  of  the Act  a l low a taxpayer to e lect  to 
reduce the capi ta l  cost  of  depreciable property and the adjusted cost  
base of  non-depreciable  capi ta l  proper ty,  respect ive ly,  by the amount  
of  any re lated inducement,  refund,  re imbursement,  contr ibut ion,  
a l lowance,  or  other  assistance that  would otherwise be inc luded in 
income under paragraph 12(1)(x) .  

Election where change of use 
Subsect ion 45(2)  of  the Act  a l lows a taxpayer to e lect  to designate a 
property as h is  pr inc ipal  res idence al though there has been a change 
in use to an income producing property.  

Subsect ion 45(3)  of  the Act  a l lows a taxpayer to e lect  to defer  a 
capi ta l  gain on the change of  use of  a property f rom an income 
producing property to a pr inc ipal  res idence.  
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Debts established to be bad debts and shares of bankrupt 
corporation 
Subsect ion 50(1)  of  the Act  appl ies to debts establ ished to have 
become bad debts in a tax year and to cer ta in shares,  and al lows a 
taxpayer to e lect  to have a deemed disposi t ion at  the end of  the year 
and a reacquis i t ion immediate ly thereaf ter  at  a cost  of  n i l .  

Successor rules for resource properties 
Paragraphs 66.7(7)(c) ,  (d) ,  and (e) ,  and (8)(c) ,  (d) ,  and (e)  of  the Act  
a l low a predecessor corporat ion and a successor corporat ion to e lect  
to t ransfer  the unused pools of  resource expenses f rom the 
predecessor  to the successor corporat ion.  

Transfers or distributions to a taxpayer's spouse, 
common-law partner, or spousal/partner trust on the death 
of the taxpayer 
Subsect ion 70(6.2)  of  the Act  a l lows a taxpayer 's  legal  representat ive 
to e lect  to have the ro l lover  ru les under subsect ions 70(6)  and 70(6.1)  
not  to apply,  thus causing the deemed disposi t ion of  assets at  fa i r  
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market  value under subsect ion 70(5)  and the deemed payment of  
amounts in NISA Fund No.2 under subsect ion 70(5.4) .  

Transfer of farm property, or family farm corporations and 
partnerships to a child 
Subsect ion 70(9)  of  the Act  a l lows a taxpayer 's  legal  representat ive to 
e lect  an amount ,  wi th in l imi ts ,  as proceeds of  d isposi t ion for  farm 
property that  is  t ransferred to a chi ld  on the taxpayer 's  death.  

Subsect ion 70(9.1)  of  the Act  a l lows a spousal  or  common- law partner  
t rust  to e lect  an amount ,  wi th in l imi ts ,  as proceeds of  d isposi t ion for  
farm property that  is  t ransferred f rom the t rust  to a chi ld  on the 
spouse or  common- law partner 's  death.  

Subsect ion 70(9.2)  of  the Act  a l lows a taxpayer 's  legal  representat ive 
to e lect  an amount ,  wi th in l imi ts ,  as proceeds of  d isposi t ion for  a 
share in a fami ly farm corporat ion,  or  an interest  in  a fami ly farm 
partnership that  is  t ransferred to a chi ld on the taxpayer 's  death.  

Subsect ion 70(9.3)  of  the Act  a l lows a spousal  or  common- law partner  
t rust  to e lect  an amount ,  wi th in l imi ts ,  as proceeds of  d isposi t ion for  a 
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share in a fami ly farm corporat ion,  or  an interest  in  a fami ly farm 
partnership that  is  t ransferred f rom the t rust  to a chi ld on the spouse 
or  common- law partner 's  death.  

Election by legal representative and transferee re reserves 
Subsect ion 72(2)  of  the Act  le ts  a legal  representat ive of  a deceased 
taxpayer e lect  to c la im a deduct ion for  cer ta in reserves,  as long as 
the amount  so deducted is  then inc luded in the income of  the 
taxpayer 's  spouse or  common- law partner  or  a spousal  or  common- law 
partner  t rust .  

Inter vivos transfer of property 
Subsect ion 73(1)  of  the Act  a l lows a taxpayer to e lect  to have the 
ro l lover  provis ions for  an inter  v ivos t ransfer  of  assets to a spouse or  
common- law partner  or  cer ta in t rusts not  to apply,  thus causing the 
assets to be considered to be t ransferred at  fa i r  market  value for  tax 
purposes.  
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Deemed settlement on winding-up 
Paragraph 80.01(4)(c)  of  the Act  a l lows a parent  corporat ion to e lect  
to reduce the amount  to which subsect ion 80(1)  (debt  forg iveness 
ru les)  might  otherwise apply in  cases where a debt  owed between a 
parent  corporat ion and i ts  subsid iary is  set t led on the winding up of  
the subsid iary for  less than both the pr inc ipal  amount and the cost  
amount  of  the debt .  

Expropriation assets acquired as compensation for, or as 
consideration for sale of,  foreign property taken by or sold 
to a foreign issuer 
Subsect ion 80.1(1)  of  the Act  appl ies to a Canadian resident  taxpayer 
who has acquired expropr iat ion assets issued or  guaranteed by a 
fore ign government as compensat ion for  the expropr iated or  forced 
sale of  shares of  a fore ign af f i l iate,  or  fore ign property used to carry 
on business in a fore ign country.  The elect ion establ ishes the deemed 
cost  of  the expropr iat ion assets and the deemed proceeds of  
d isposi t ion of  the property that  was expropr iated or  sold.  
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Dividends received by taxpayer's spouse or common-law 
partner 
Subsect ion 82(3)  of  the Act  a l lows a taxpayer to e lect  to have a 
taxable d iv idend f rom a taxable Canadian corporat ion received by the 
taxpayer 's  spouse or  common- law partner  inc luded in the taxpayer 's  
income where such an inc lus ion increases the taxpayer 's  spouse or  
common- law partner  credi t  under paragraph 118(1)(a) .  

Capital dividend 
Subsect ion 83(2)  of  the Act  a l lows a pr ivate corporat ion to e lect  to 
have the fu l l  amount  of  a d iv idend that  is  payable by i t  to  be t reated 
as a capi ta l  d iv idend,  which ef fect ive ly a l lows those div idends to be 
paid on a tax- f ree basis.  

Eligible distributions of foreign spin-off shares 
Paragraph 86.1(2)( f )  of  the Act  a l lows a taxpayer  to e lect  to defer  the 
tax on e l ig ib le d is t r ibut ions of  fore ign spin-of f  shares.  
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Election to defer the 21-year deemed disposition date 
Subsect ion 104(5.3)  of  the Act  a l lowed cer ta in fami ly t rusts to e lect  to 
defer  the 21-year deemed disposi t ion date.  This provis ion was ended 
wi th the resul t  that  the deferred d isposi t ion date is  no later  than 
January 1,  1999.  

Preferred beneficiary election 
Subsect ion 104(14) of  the Act  a l lows a t rust  and i ts  preferred 
benef ic iar ies to e lect  to have the income of  the t rust  inc luded in the 
income of  the preferred benef ic iar ies,  instead of  being taxed in the 
t rust .  

No rollover on election by trust 
Subsect ion 107(2.001) of  the Act  a l lows a personal  t rust  or  prescr ibed 
t rust  res ident  in  Canada at  the t ime of  the d is t r ibut ion to e lect  not  to 
have the ro l lover  in  subsect ion 107(2)  appl ied to a d is t r ibut ion of  
cer ta in property to a benef ic iary to sat is fy the benef ic iary's  capi ta l  
in terest  in  the t rust .  
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Deemed disposition on emigration 
Paragraph 128.1(4)(d)  of  the Act  a l lows an indiv idual  (other  than a 
t rust )  to  e lect  to  t reat  cer ta in propert ies that  would otherwise be 
exempt f rom the deemed disposi t ion that  occurs when the indiv idual  
ceases to be res ident  in  Canada as having been disposed of .  

Departure tax adjustment for a returning former resident 
Paragraphs 128.1(6)(a)  and 128.1(6)(c)  of  the Act  apply to an 
indiv idual  (other  than a t rust)  who ceases to be resident  in  Canada 
af ter  October 1,  1996,  and later  returns to res ide in Canada.  The 
ef fect  of  the e lect ion is  to unwind the deemed disposi t ion under 
subsect ion 128.1(4)  for  cer ta in proper t ies st i l l  held on the indiv idual 's  
return to Canada.  

Departure tax adjustment for a returning trust beneficiary 
Paragraphs 128.1(7)(d)  and 128.1(7)(g)  of  the Act  apply to an 
indiv idual  t rust  benef ic iary (other  than a t rust)  who ceases to be 
res ident  in  Canada af ter  October 1,  1996,  receives a d is t r ibut ion of  
property f rom the t rust  whi le a non-resident ,  and later  returns to 
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res ide in Canada whi le st i l l  owning the property.  These ru les a l low the 
benef ic iary and the t rust  to jo int ly e lect ,  on the benef ic iary's  return to 
Canada,  to unwind the deemed disposi t ion under subsect ion 107(2.1) ,  
which was t r iggered when the t rust  dis t r ibuted the property to the 
non-resident  benef ic iary.  

Post-emigration loss on disposition 
Paragraph 128.1(8)(c)  of  the Act  appl ies to an indiv idual  (other  than a 
t rust)  who disposes of  taxable Canadian property,  af ter  having ceased 
to be res ident  in  Canada af ter  October 1,  1996,  for  proceeds that  are 
less than the deemed proceeds that  arose on the deemed disposi t ion 
on emigrat ion under paragraph 128.1(4)(b)  of  the Act .  The indiv idual  
can elect  to reduce the deemed proceeds of  d isposi t ion that  arose 
when the indiv idual  emigrated.  

Allocation of income by communal organizations 
Subsect ion 143(2)  of  the Act  a l lows a communal  organizat ion to e lect  
to have i ts  taxable income, earned by the deemed t rust  under 
subsect ion 143(1) ,  a l located to members of  the organizat ion.  
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Home Buyers' Plan 
Subsect ion 146.01(7)  of  the Act  a l lows a deceased taxpayer 's  legal  
representat ive and the surv iv ing spouse or  common- law par tner  to 
e lect  not  to have the fu l l  outstanding balance of  the Home Buyers '  
Plan inc luded on the deceased taxpayer 's  f inal  return.  The pract ical  
ef fect  of  the e lect ion is  to put  the surv iv ing spouse or  common- law 
partner  in  the same posi t ion as the deceased taxpayer wi th respect  to 
the balance outstanding.  

Disposition of property by legal representative of deceased 
taxpayer 
Subsect ion 164(6)  of  the Act  a l lows a deceased taxpayer 's  legal  
representat ive to e lect  to t reat  cer tain capi ta l  losses or  terminal  
losses of  the taxpayer 's  estate for  i ts  f i rst  tax year as capi ta l  losses 
or  terminal  losses of  the deceased taxpayer for  the year of  death.  

Realization of deceased employees' options 
Subsect ion 164(6.1)  of  the Act  al lows a deceased taxpayer 's  legal  
representat ive to e lect  to t reat  the amount of  the loss real ized on the 
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exerc ise,  d isposi t ion,  or  expi rat ion of  r ights to acquire cer ta in 
secur i t ies wi th in the f i rst  tax year of  the taxpayer 's  estate as a loss of  
the deceased taxpayer for  the year of  death.  

Excess capital dividend 
Subsect ion 184(3)  of  the Act  a l lows a corporat ion to e lect  to have the 
amount of  the e lected capi ta l  d iv idend in excess of  the balance in the 
corporat ion 's  capi ta l  d iv idend account  t reated as a separate,  taxable 
d iv idend,  thereby avoid ing the tax otherwise payable under Part  I I I .  

Date of acquisit ion of control 
Subsect ion 256(9)  of  the Act  a l lows a corporat ion to e lect  not  to have 
the acquis i t ion of  control  deemed to occur at  the star t  of  the day on 
which the acquis i t ion took p lace.  I f  the corporat ion makes an e lect ion,  
the par t icu lar  t ime of  day that  the acquis i t ion of  contro l  took p lace wi l l  
be recognized.  
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Elections to include properties in Class 1 
Subsect ion 1103(1)  of  the Regulat ions a l lows a taxpayer to e lect ,  for  
capi ta l  cost  a l lowance purposes,  to inc lude in Class 1 a l l  propert ies 
inc luded in Classes 2 to 10 and Classes 11 and 12.  

Elections to include properties in Class 2, 4, or 17 
Subsect ion 1103(2)  of  the Regulat ions a l lows a taxpayer to e lect ,  for  
capi ta l  cost  a l lowance purposes,  to inc lude in Class 2,  4,  or  17,  a 
property acquired before May 26,  1976,  that  would otherwise be 
inc luded in another c lass when the chief  depreciable proper t ies of  the 
taxpayer are inc luded in Class 2,  4,  or  17.  

Elections to make certain transfers 
Subsect ion 1103(2d) of  the Regulat ions a l lows a taxpayer to e lect  to 
defer  a capi ta l  cost  a l lowance recapture by t ransferr ing the property 
d isposed of  to a new c lass of  which the taxpayer  has property,  when 
the property d isposed of  would have been a property of  the new c lass 
i f  i t  had been acquired when the property of  the new c lass was 
acquired.  
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Earnings of a foreign affi l iate 
Subsect ion 5907(2.1)  of  the Regulat ions a l lows that ,  in  calculat ing the 
act ive business earnings of  a fore ign af f i l ia te,  a corporat ion can make 
an e lect ion for  the cost  of  a fore ign resource property or  the cost  of  a 
capi ta l  property.  
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