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On May 7, 2010, the Department of Finance Canada released for public

consultation proposals to establish an information reporting regime for certain tax

avoidance transactions. The policy objective of the proposed regime, which was

initially announced in the 2010 Federal Budget, is to ensure the fairness and

integrity of Canada’s income tax system, while the practical objective is to assist the

Canada Revenue Agency (“CRA”) in identifying aggressive tax planning transactions

for further scrutiny. With these proposals, Canada is following in the footsteps of

the U.K., the U.S. and the province of Quebec in exerting more pressure on

Canadian taxpayers who undertake aggressive tax planning.

The proposals outline:

• the transactions reportable under the new rules: “avoidance transactions”

bearing at least two of three specific hallmarks;

• the persons subject to the reporting requirements: generally, the person

seeking to obtain a tax benefit from a reportable transaction, but may also

include promoters and tax advisors in certain circumstances, and a person

who enters into an avoidance transaction for the benefit of a taxpayer (e.g.,

a corporation undertaking a transaction which results in a tax benefit

accruing to a current or future shareholder of the corporation);

• basic information on the filing of the prescribed information return (the

proposals note that the CRA will publish guidance on the form and content

of the information return); and

• the consequences of failing to report as required: suspension of the tax

benefit and, if applicable, a penalty for failing to file (subject to a due

diligence defence) for which each promoter or tax advisor would be jointly

and severally liable with all other reporters to the extent of its entitlement

to fees for the transaction.
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If you have any questions on this topic or would like to discuss any other tax matters,

please do not hesitate to contact one of the professionals in the Tax Group.

BLG’s National Tax Group consists of over 50 tax professionals. We serve clients

worldwide from our six Canadian regional offices. Our expertise spans corporate tax,

international tax, personal tax and estate planning, tax litigation and commodity tax.
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Douglas J. Powrie Vancouver (604) 640-4097 djpowrie@blgcanada.com

Regional Leaders

Lindsay J. Holmes, Q.C. Calgary (403) 232-9605 lholmes@blgcanada.com
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Pamela Cross Ottawa (613) 787-3559 pcross@blgcanada.com

Stephen J. Fyfe Toronto (416) 367-6650 sfyfe@blgcanada.com
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This newsletter is prepared as a service for our clients and other persons dealing with Tax Law
issues. It is not intended to be a complete statement of the law or an opinion on any subject.
Although we endeavour to ensure its accuracy, no one should act upon it without a thorough
examination of the law after the facts of a specific situation are considered. No part of this
publication may be reproduced without prior written permission of Borden Ladner Gervais LLP.
This newsletter has been sent to you courtesy of Borden Ladner Gervais LLP. We respect your
privacy, and wish to point out that our privacy policy relative to newsletters may be found at
http://www.blgcanada.com/home/website-electronic-privacy. If you have received this newsletter
in error, or if you do not wish to receive further newsletters, you may ask to have your contact
information removed from our mailing lists by phoning 1-877-BLG-LAW1 or by emailing
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The proposed reporting regime would apply to avoidance transactions entered into after

2010, as well as avoidance transactions that are part of a series of transactions beginning

before 2010 and completed after 2010. Interested parties are encouraged to submit their

comments on the proposals to the government by July 7, 2010.

To read the Department of Finance Canada’s backgrounder and description of the

proposals, please click here.
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