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General Information 
1.  Under sect ion 116,  non-res ident  vendors ( f rom now on referred to 
as vendors)  who d ispose of  cer ta in taxable Canadian proper ty  (see 
i tem 2 below) have to not i fy  the Canada Revenue Agency (CRA) about  
the d isposi t ion e i ther  before they d ispose of  the property  or  wi th in ten 
days af ter  the d isposi t ion.  When the CRA has received e i ther  an 
amount  to cover  the tax on any gain the vendor may real ize upon the 
d isposi t ion of  proper ty ,  or  appropr iate secur i ty  for  the tax,  the CRA 
wi l l  issue a cer t i f icate of  compl iance to the vendor.  A copy of  the 
cer t i f icate is  a lso sent  to  the purchaser.  I f  the purchaser does not  
receive such cer t i f icate,  the purchaser is  requi red to remi t  a speci f ied 
amount  to the Receiver  General  for  Canada and is  ent i t led to deduct  
the amount  f rom the purchase pr ice.  Any payments or  secur i ty  
prov ided by the vendor and/or  purchaser  wi l l  be credi ted to the 
vendor 's  account .  A f ina l  set t lement  of  tax wi l l  be made when the 
vendor 's  income tax return for  the year  is  assessed.  

2.  Taxable Canadian proper ty  ( referred to in  paragraph 1 above)  is  
descr ibed in subsect ion 248(1) .  Whi le th is  is  not  a complete l is t ,  
taxable Canadian proper ty  inc ludes:   

–  3  –  



 

(a)  real  proper ty  in  Canada;  

(b)  property  used or  held in ,  or  e l ig ib le capi ta l  proper ty  in  respect  of ,  
a  business carr ied on in  Canada;  

(c)  designated insurance property  of  an insurer ;   

(d)  shares of  a corporat ion res ident  in  Canada that  are not  l is ted on a 
prescr ibed stock exchange;  

(e)  shares of  a non-res ident  corporat ion that  are not  l is ted on a 
prescr ibed stock exchange i f ,  a t  any t ime dur ing the last  s ix ty  
months,   

i )  more than 50% of  the fa i r  market  va lue of  a l l  the property  of  
the non-res ident  corporat ion was made up of  a taxable 
Canadian proper ty ,  a Canadian resource proper ty ,  a t imber 
resource property ,  an income interest  in  a t rust  res ident  in  
Canada,  or  an in terest  or  opt ion in  such propert ies;  and  

i i )  more than 50% of  the fa i r  market  va lue of  the shares was 
der ived d i rect ly  or  ind i rect ly  f rom real  proper ty  s i tuated in  
Canada,  Canadian resource propert ies or  t imber resource 
propert ies,  or  any combinat ion of  such propert ies.   
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( f )  shares l is ted on a prescr ibed stock exchange that  are otherwise 
descr ibed in (d)  and (e)  i f ,  a t  any t ime dur ing the last  s ix ty  
months,  25% or  more of  the shares of  the corporat ion belonged to 
the taxpayer and/or  persons wi th whom the taxpayer d id not  deal  
at  arm's length;  

(g)  an in terest  in  a par tnership i f ,  a t  any t ime dur ing the last  s ix ty  
months,  the par tnership met  a test  comparable to the one 
descr ibed in  (e)( i )  above;   

(h)  a capi ta l  in terest  in  a Canadian res ident  t rust  (other  than a uni t  
t rust ) ;   

( i )  a  uni t  o f  a Canadian res ident  uni t  t rust  (other  than a mutual  fund 
t rust) ;  

( j )  a  uni t  o f  a mutual  fund t rust  i f ,  a t  any t ime dur ing the last  s ix ty  
months,  25% or  more of  the uni ts  of  the t rust  belonged to the 
taxpayer and/or  persons wi th whom the taxpayer d id not  deal  at  
arm's length;  

(k)  an in terest  in  a non-res ident  t rust  i f ,  a t  any t ime dur ing the last  
s ix ty  months,  the t rust  met  tests comparable to the ones 
descr ibed in  (e)  above;  
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( l )  an in terest  in ,  or  an opt ion in  respect  of ,  proper ty  descr ibed in 
any of  i tems (a)  to  (k) .  

3 .  Certa in types of  taxable Canadian property  fa l l  in to the category 
of  exc luded property  as def ined in  subsect ion 116(6)  and,  as such,  
are not  subject  to  the requi rements of  sect ion 116.  The d isposi t ion of  
exc luded propert ies by a non-res ident  person may resul t  in  tax 
payable under subsect ions 2(3)  and 115(1) .  Excluded property  
consists  of :  

(a)  a proper ty  that  is  a taxable Canadian property  sole ly  because a 
prov is ion of  the Act  deems i t  to  be a taxable Canadian property ;  

(b)  a proper ty  that  is  inventory of  a business carr ied on in  Canada 
(other  than real  proper ty  s i tuated in  Canada,  a Canadian resource 
property  or  a t imber resource property) ;  

(c)  shares of  capi ta l  s tock of  a corporat ion that  are l is ted on a 
prescr ibed stock exchange;  

(d)  a uni t  o f  a mutual  fund t rust ;  

(e)  a bond,  debenture,  b i l l ,  note,  mortgage,  hypothecary c la im or  
s imi lar  obl igat ion;   

–  6  –  



 

( f )  proper ty  of  a non-res ident  insurer  that  is  l icensed to carry on an 
insurance business in  Canada and does so;  

(g)  property  of  an author ized fore ign bank that  is  used or  held in  the 
bank 's  Canadian banking business 

[Note:  Draf t  leg is lat ion re leased on February 27,  2004 proposes 
to change th is  to "property  of  an author ized fore ign bank that  
carr ies on a Canadian banking business" ] ;  

(h)  an opt ion in  respect  of  proper ty  (whether  or  not  such property  is  
in  ex is tence)  referred to in  any of  i tems (a)  to  (g) ;  and 

( i )  an in terest  in  property  referred to in  any of  i tems (a)  to  (h) .  

4 .  Subsect ion 116(5.2)  speci f ies that  where a non-res ident  d isposes 
or  proposes to d ispose of  a l i fe  insurance pol icy in  Canada,  a 
Canadian resource property ,  a proper ty  (other  than capi ta l  proper ty)  
that  is  real  property  s i tuated in  Canada,  a t imber resource property ,   
a  depreciable proper ty  that  is  a taxable Canadian property ,  or  any 
in terest  in  or  opt ion in  respect  of  these propert ies,  and the 
non-res ident  has paid the tax or  prov ided acceptable secur i ty ,  the 
Min is ter  wi l l  issue a cer t i f icate stat ing the proceeds or  proposed 
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proceeds of  d isposi t ion.  [Note:  Draf t  leg is lat ion re leased on 
February 27,  2004 proposes to apply the prov is ions of  
subsect ion 116(5.2)  to  e l ig ib le capi ta l  proper ty  that  is  a taxable 
Canadian property . ]  

5 .  Sect ion 116 appl ies when the vendor is  a non-res ident  or  
considered to be a non-res ident  under the Act  (e.g. ,  subsect ion 250(5)  
DEEMED NON-RESIDENT) .  I f  a  vendor is  contemplat ing sel l ing the 
proper ty  to which sect ion 116 appl ies,  and the vendor is  a Canadian 
res ident  before the property  is  d isposed of ,  but  wi l l  be a non-res ident  
when the property  is  f ina l ly  d isposed of ,  sect ion 116 wi l l  apply.  The 
purchaser 's  domic i le  or  country of  res idence is  not  re levant  in  
determin ing i f  sect ion 116 appl ies.  The purchaser  may be e i ther  a 
Canadian res ident  or  a non-res ident .  

Notification Process 
6.  Under subsect ion 116(1) ,  a vendor may submit  a not ice to the  
CRA for  a proposed d isposi t ion.  The vendor should send th is  not ice  
at  least  30 days before the property  is  actual ly  d isposed of  to  permi t  
suf f ic ient  t ime to rev iew the t ransact ion and ver i fy  that  the vendor 's  
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payment  or  secur i ty  is  adequate.  I f  possib le,  the CRA wi l l  issue a 
T2064,  CERTIF ICATE – PROPOSED DISPOSIT ION OF PROPERTY BY A  
NON-RESIDENT OF CANADA before the actual  date the vendor d isposes 
of  the property .  Where not i f icat ion of  a proposed d isposi t ion was not  
made or  i f  the t ransact ion was completed in  a manner d i f ferent  f rom 
the proposed d isposi t ion,  the vendor must  send the CRA a not ice of  
the actual  d isposi t ion,  as requi red by subsect ion 116(3) ,  by regis tered 
mai l ,  not  la ter  than 10 days af ter  the date the property  was d isposed 
of .   

There are three pr inc ipal  reasons for  d i f ferences between the 
proposed and actual  t ransact ion:  

(a)  The actual  purchaser is  d i f ferent  f rom the one or ig inal ly  repor ted.  
This may occur ,  for  example,  i f  the purchaser ass igns the 
purchase and sale agreement  to a re lated par ty  or  takes t i t le  in  
jo int  tenancy wi th another  person.  

(b)  The actual  proceeds of  d isposi t ion to the non-res ident  are h igher  
than the est imated amount  repor ted.   

(c)  Pr ior  to  the d isposi t ion,  there is  a decrease to the vendor 's  
adjusted cost  base.  In  v iew of  the d iverse events which may 
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reduce the adjusted cost  base,  as descr ibed in  subsect ion 53(2) ,  
carefu l  a t tent ion must  be g iven to th is  s i tuat ion.  

However,  where the actual  proceeds of  d isposi t ion are lower than the 
stated amount  on the not ice of  proposed d isposi t ion or  where the 
adjusted cost  base is  h igher  than prev iously  repor ted on the not ice of  
proposed d isposi t ion,  the vendor does not  have to send a not ice 
regarding the actual  d isposi t ion.  

7.  A vendor should use the appropr iate author ized form to not i fy  the 
CRA about  a sect ion 116 d isposi t ion.  The forms out l ine the 
procedures to fo l low for  repor t ing the t ransact ion,  ca lculat ing the gain 
or  loss,  income, recapture or  terminal  loss,  and making the requi red 
payment  on account  of  tax.  The vendor must  a lso prov ide a l l  requi red 
in format ion and documentat ion as descr ibed in  the "Support ing 
Document L is t "  at tached to the author ized form. This in format ion is  
essent ia l  to  the issuance of  the cer t i f icate in  a t imely manner.  The 
not i f icat ion form must  be s igned by the vendor.  However,  a 
not i f icat ion s igned by the vendor 's  representat ive wi l l  be accepted i f  a  
le t ter  author iz ing the CRA to deal  wi th the representat ive is  prov ided.  
Vendors can obta in the forms f rom any tax serv ices of f ice (TSO) or  
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download them f rom the in ternet  (www.cra.gc.ca) .  Refer  to the 
sect ion on "Author ized Forms" below for  the form numbers.   

8 .  The vendor may a lso not i fy  the CRA by a le t ter  s tat ing that  i t  is  a 
not i f icat ion of  a d isposi t ion for  sect ion 116 purposes.  In  th is  case,  the 
vendor must  repor t  the t ransact ion,  ca lculate the capi ta l  gain or  loss,  
income, recapture or  terminal  loss,  make the requi red payment  on 
account  of  tax or  prov ide secur i ty  for  i t ,  and prov ide a l l  requi red 
in format ion and documentat ion as descr ibed in  the "Support ing 
Document  L is t "  (avai lable on the author ized form),  a long wi th the 
fo l lowing in format ion:  

(a)  the vendor 's  complete name and address,  inc luding country of  
res idence;   

(b)  i f  an indiv idual ,  date of  b i r th ,  and departure date f rom Canada i f  
appl icable;  

(c)  ident i f icat ion number (socia l  insurance number,  business number,  
t rust  account  number or  temporary tax number) ;  

(d)  the complete name and address of  the proposed or  actual  
purchaser;  
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(e)  a descr ipt ion that  wi l l  enable the Min is ter  to  ident i fy  the property ;  

( f )  the est imated or  actual  amount  of  the proceeds of  d isposi t ion  
( i f  appl icable,  an appraisal  or  va luat ion repor t ) ,  and 

(g)  the vendor 's  adjusted cost  base at  the t ime the not ice was f i led.   

9 .  The vendor 's  ident i f icat ion number is  requi red to ensure that  any 
payment  the vendor makes is  credi ted to the proper account  and to 
match i t  wi th the in format ion on the vendor 's  income tax return f i led 
for  the year .  I f  a  vendor does not  have an ident i f icat ion number,  the 
vendor should contact  the appl icable TSO (see paragraph 11)  to 
obta in one pr ior  to  sending a payment  wi th or  wi thout  a not i f icat ion.  
This  wi l l  reduce unnecessary delays and a l low the CRA to issue the 
cer t i f icate in  a t imely manner.   

10.  When there is  more than one vendor,  each vendor must  f i le  a 
separate not i f icat ion indicat ing h is  or  her  in terest  in  the property .  For  
par tnership d isposi t ions,  i t  is  CRA pol icy to accept  one not i f icat ion of  
d isposi t ion f i led on behal f  o f  a l l  par tners.  However,  a long wi th the 
not ice,  a complete l is t ing of  the non-res ident  par tners who are 
d isposing of  the proper ty  together  wi th thei r  Canadian and fore ign 
addresses,  ident i f icat ion numbers,  percentage ownership,  and thei r  
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por t ion of  the payment  or  secur i ty  is  requi red.  I f  no account  
in format ion is  avai lab le for  a non-res ident  par tner ,  the CRA wi l l  
ass ign an ident i f icat ion number.  The CRA wi l l  then issue a cer t i f icate 
of  compl iance to each non-res ident  par tner .  Each par tner  is  requi red 
to f i le  a tax return and,  as such,  each par tner 's  f ina l  tax l iab i l i ty  wi l l  
be determined when the tax returns are f i led and assessed.   

11.  The vendor should complete the appl icable not i f icat ion and send 
i t  wi th the requi red payment  on account  of  tax or  acceptable secur i ty  
to  the TSO serv ing the area in  which the property  is  located.  I f  the 
propert ies are located in  several  areas and more than one TSO is  
af fected,  the vendor should send the not ice to the TSO that  serves the 
area where the major i ty  of  the propert ies are located.  

12.  A vendor who fa i ls  to  repor t  a d isposi t ion under 
subsect ion 116(3)  may be assessed a penal ty  pursuant  to  
subsect ion 162(7)  p lus any appl icable in terest .  Subsect ion 162(7)  
prov ides that  every person or  par tnership that  fa i ls  to  comply wi th a 
duty or  obl igat ion imposed by the Act  or  i ts  regulat ions is  l iab le to a 
penal ty  equal  to  the greater  of  $100 and $25 per  day up to a maximum 
of  $2,500.   
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Authorized Forms 
13.  Vendors should use Form T2062,  REQUEST BY A  NON-RESIDENT OF 
CANADA FOR A  CERTIF ICATE OF COMPLIANCE RELATED TO THE 
DISPOSIT ION OF TAXABLE CANADIAN PROPERTY to not i fy  the CRA of  an 
actual  or  proposed d isposi t ion of  taxable Canadian proper ty  as 
descr ibed in  paragraph 2 above.  Except  as otherwise noted below, the 
not i f icat ion process for  Form T2062 is  as out l ined in  paragraphs 6  
to  12 above.  

14.  Form T2062A, REQUEST BY A  NON-RESIDENT OF CANADA FOR A  
CERTIF ICATE OF COMPLIANCE RELATED TO THE DISPOSIT ION OF CANADIAN 
RESOURCE OR TIMBER RESOURCE PROPERTY,  CANADIAN REAL PROPERTY 
(OTHER THAN CAPITAL  PROPERTY),  OR DEPRECIABLE TAXABLE CANADIAN 
PROPERTY,  is  to  be used for  repor t ing the proposed or  actual  
d isposi t ions of  proper t ies ident i f ied in  paragraph 4 above.  Except  as 
otherwise noted below, the not i f icat ion process for  Form T2062A is  
the same as the process out l ined for  form T2062 in paragraphs 6  
to  12 above.  

15.  In  some cases,  vendors may have to f i le  both Form T2062  
and Form T2062A for  one d isposi t ion.  When vendors d ispose of  
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depreciable taxable Canadian proper ty ,  they should use Form T2062 
to declare the gain or  loss.  The recapture of  capi ta l  cost  a l lowance  
or  terminal  loss should be repor ted on Form T2062A. Depreciable 
proper ty  is  proper ty  for  which a taxpayer is  ent i t led to c la im capi ta l  
cost  a l lowance,  which is  deduct ib le when calculat ing income f rom 
business or  proper ty .  Form T2062A should be f i led even i f  capi ta l  cost  
a l lowance has not  been c la imed on a depreciable proper ty .  In  these 
instances two cer t i f icates of  compl iance wi l l  be issued.  

16.  Vendors should use Form T2062A Schedule 1,  DISPOSIT ION OF 
CANADIAN RESOURCE PROPERTY BY NON-RESIDENTS to determine the 
balances in  the var ious "pools"  and the payment  on account  of  tax ( i f  
any)  when they d ispose of  Canadian resource propert ies.  To support  
the amounts repor ted,  vendors should a lso submit  Form T2062A along 
wi th any other  support ing documents.  Vendors cannot  use unre lated 
out lays and expenses and losses carr ied forward f rom previous years 
to reduce the balance in  the "pools"  and thus lower the amount  
subject  to  payment  on account  of  tax under sect ion 116.  

17.  L i fe  insurance companies should use Form T2062B, NOTICE OF 
DISPOSIT ION OF A  L IFE  INSURANCE POLICY IN  CANADA BY A  NON-RESIDENT 
OF CANADA and Form T2062B Schedule 1,  CERTIF ICATION AND 
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REMITTANCE NOTICE to repor t  the d isposi t ion of  l i fe  insurance pol ic ies 
in  Canada on behal f  o f  a vendor.  In  these instances,  the insurer  
requests a le t ter  of  author izat ion f rom the vendor in  order  to establ ish 
an agency re lat ionship.  The insurer  then submits  a copy of  th is  le t ter  
wi th Form T2062B and the appropr iate payment  on account  of  tax to 
the CRA.  

Technical Applications 
18.  A "d isposi t ion"  is  def ined in  subsect ion 248(1)  as inc luding "any 
t ransact ion or  event  ent i t l ing a taxpayer to proceeds of  d isposi t ion of  
the property" .  Therefore,  the d isposi t ion of  real  proper ty  normal ly  
occurs at  the t ime the deed,  in  proper ly  executed form, is  del ivered to 
the purchaser.  This  is  usual ly  the c los ing date.  I f  the d isposi t ion is  in  
the form of  a vendor 's  agreement  for  sa le,  then the d isposi t ion 
normal ly  occurs when the proper ly  executed agreement  for  sa le is  
del ivered to the person acquir ing the property .  

19.  The def in i t ion of  "proceeds of  d isposi t ion"  in  sect ion 54 is  used 
for  ca lculat ing the proceeds amount  for  sect ion 116 repor t ing.  I f  the 
d isposi t ion is  not  at  arm's length and the considerat ion is  less than 
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fa i r  market  va lue,  proceeds wi l l  be considered to be equal  to  fa i r  
market  va lue,  in  accordance wi th subsect ion 116(5.1) .  

20.  The adjusted cost  base repor ted on Form T2062,  T2062A, or  
T2062B must  be calculated in  accordance wi th the re levant  sect ions 
of  the Act  and the INCOME TAX APPLICATION RULES.  I f  the CRA 
determines that  the adjusted cost  base d i f fers f rom the amount  
repor ted by the vendor,  the CRA wi l l  take the posi t ion that  the vendor 
has not  prov ided the requi red in format ion,  and wi l l  then wi thhold the 
cer t i f icate unt i l  the vendor prov ides the correct  in format ion.  

21.  When a fore ign currency is  involved,  the adjusted cost  base is  
conver ted in to Canadian dol lars at  i ts  h is tor ica l  rate whi le  the 
proceeds of  d isposi t ion are conver ted at  the exchange rate in  ef fect   
a t  the date of  d isposi t ion.  

22.  The ru les for  determin ing whether  a d isposi t ion of  a l i fe  
insurance pol icy in  Canada has occurred,  as wel l  as the amount  of   
the proceeds and the adjusted cost  base are set  out  in  sect ion 148.  
For  more in format ion,  refer  to  the current  vers ion of  IT-87,  
POLICYHOLDERS'  INCOME FROM L IFE  INSURANCE POLIC IES.  
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Real Estate Appraisals or Business  
Equity Valuations 

23.  To reduce delays,  the CRA may request  copies of  the vendor 's  
f inancia l  s tatements for  the prev ious year ,  as these are usual ly  not  
readi ly  avai lable in  the TSOs. These statements may be used by the 
CRA's Business Equi ty  Valuat ion or  Real  Estate Appraisal  Sect ions  
to  rev iew the vendor 's  repor ted values.  

24.  I f  the CRA determines that  a deta i led real  estate appraisal  or  
business equi ty  va luat ion is  requi red,  an at tempt wi l l  be made to 
establ ish an "est imated value"  on which a requi red payment  on 
account  of  tax may be based.  I f  the vendor wishes to make a payment  
based on th is  "est imated value" ,  the CRA wi l l  issue the cer t i f icate of  
compl iance to enable the vendor to complete the t ransact ion wi thout  
having to wai t  for  the resul ts  of  the appraisal  or  va luat ion,  which may 
take several  months.  

Once the business equi ty  va luat ion or  real  estate appraisal  has been 
completed,  any changes in  the values wi l l  be d iscussed wi th the 
vendor or  the vendor 's  representat ive.  The values establ ished as a 
resul t  o f  the appraisal  or  equi ty  va luat ion should be used when the 
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vendor f i les a return of  income for  the year  in  which the d isposi t ion 
occurs.  

I f  the valuat ion or  appraisal  is  f ina l ized in  the vendor 's  favour  before 
the income tax return for  the year  in  which the d isposi t ion occurs may 
be f i led,  the vendor may request  a refund of  any excess payment  on 
account  of  tax.  The request  must  be made in wr i t ing to the TSO that  
processed the sect ion 116 not i f icat ion and an amended Cert i f icate of  
Compl iance wi l l  be issued.  

Tax Treaty Exemptions 
25.  Sect ion 116 does not  prov ide for  t reaty exempt s tatus.  However,  
the CRA al lows vendors to c la im an exempt ion under a speci f ic  tax 
t reaty at  the t ime they f i le  the not i f icat ion of  d isposi t ion.  Vendors 
must  s tate the appl icable Ar t ic le  (paragraph) of  the par t icu lar  t reaty 
that  Canada has wi th thei r  country of  res idence.  To expedi te the 
processing of  the exempt ion,  the necessary documentat ion to support  
the c la im should be submit ted a long wi th the request .  The 
documentat ion must  be based on the par t icu lar  tax t reaty under which 
the exempt ion is  c la imed,  and would inc lude i tems such as proof  of  
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res idency,  or  proof  that  the gain has been or  wi l l  be repor ted in  the 
vendor 's  country of  res idence.  Tax of f ic ia ls  in  some countr ies may 
supply the necessary cer t i f icat ion requi red to c la im the exempt ion.  
Refer  to  the Support ing Document  L is t  in  the inst ruct ions to 
forms T2062 and T2062A for  a complete l is t  o f  the requi red 
documentat ion.   

26.  The Uni ted States Department  of  the Treasury,  In ternal  Revenue 
Serv ice wi l l  prov ide cer t i f icat ion for  corporat ions,  exempt 
organizat ions and indiv iduals.  Requests for  cer t i f icat ion should be 
sent  to  the appropr iate serv ice centre.  The Department  of  the 
Treasury,  Publ icat ion 686,  CERTIF ICATION FOR REDUCED TAX RATES IN  
TAX TREATY COUNTRIES,  out l ines the cer t i f icat ion process.  

27.  The CRA needs at  least  30 days to make the necessary 
determinat ion.  I f  the CRA and the vendor cannot  agree as to whether  
the exempt ion of  a par t icu lar  tax convent ion appl ies,  the vendor must  
prov ide the requi red payment  or  secur i ty  before a cer t i f icate of  
compl iance is  issued.  A le t ter  of  undertak ing is  not  considered 
acceptable secur i ty .  Once the mat ter  is  resolved,  the vendor may 
request  a refund or  re lease of  secur i ty  based on the f ina l  decis ion and 
an amended cer t i f icate of  compl iance wi l l  be issued.  
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28.  The grant ing of  exempt ions at  the t ime of  not i f icat ion of  
d isposi t ion is  d iscret ionary.  The vendor must  prov ide documents to 
support  the proceeds of  d isposi t ion and the adjusted cost  base of  the 
property .  The cer t i f icate of  compl iance wi l l  ind icate that  the 
d isposi t ion is  t reaty exempt.  However,  the cer t i f icate of  compl iance 
wi l l  be issued only when a l l  o ther  outstanding debts of  the vendor wi th 
the CRA have been sat is f ied.  

29.  For  the purpose of  Ar t ic le  XI I I ,  paragraph 9 of  the Canada-Uni ted 
States Tax Convent ion,  the reduct ion of  the capi ta l  gain for  propert ies 
owned on September 26,  1980 and d isposed of  af ter  December 31,  
1984,  is  normal ly  ca lculated by us ing the fo l lowing rat io :  

The number of  months between the date of  acquis i t ion or  
January 1,  1972 (whichever  is  la ter) ,  and December 31,  1984 

The number of  months between the date of  acquis i t ion or  
January 1,  1972 (whichever  is  la ter) ,  and the date of  d isposi t ion

This is  so because capi ta l  gains in  Canada became taxable af ter  
1971,  and under the Canada-Uni ted States Tax Convent ion the gains 
der ived in  Canada were exempt in  Canada unt i l  December 31,  1984,  
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prov ided the property  was owned on September 26,  1980.  I t  is  
reasonable to v iew the gain as accru ing evenly over  the tota l  per iod of  
ownership.  The gain may be a l located unevenly over  the per iod i f  the 
vendor sat is f ies the Canadian Competent  Author i ty  that  such an 
a l locat ion is  appropr iate.  I f  the vendor wants to use th is  method,  a 
valuat ion of  the property  at  December 31,  1984 must  be submit ted 
wi th the not i f icat ion.  For  more in format ion,  refer  to  the current  vers ion 
of  IT-173,  CAPITAL  GAINS DERIVED IN  CANADA BY RESIDENTS OF THE 
UNITED STATES.  

Inventory of Land 
30.  Before February 20,  1990,  inventory of  land was excluded f rom 
sect ion 116 requi rements.  For  d isposi t ions af ter  February 20,  1990,  
the CRA has a d iscret ionary exempt ion pol icy for  cer ta in vendors who 
operate a business involv ing inventory of  land.  To qual i fy ,  the vendor 
must  sat is fy  the CRA that :   

(a)  proper ty  t ransact ions of  th is  k ind have been previously  repor ted 
on income account ;  and/or  

(b)  the vendor is  making regular  insta lment  payments.  
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I f  a t  the t ime of  f i l ing the not i f icat ion of  d isposi t ion,  the vendor and 
the CRA disagree as to the nature of  the t ransact ion,  i .e .  whether  
proceeds are on account  of  income or  capi ta l ,  the request  for  
exempt ion wi l l  be referred to the Internat ional  Audi t  Sect ion in  the 
appl icable TSO. The vendor has to supply any necessary support ing 
documentat ion or  representat ion as to why the nature of  the 
t ransact ion should be considered as in  respect  of  income rather  than 
capi ta l .  I f  the Internat ional  Audi t  Sect ion is  sat is f ied that  the vendor 
meets the establ ished cr i ter ia ,  and has no outstanding tax l iab i l i t ies,  a 
cer t i f icate of  compl iance stat ing "qual i f ied business exempt ion"  wi l l  be 
issued.  Refer  to  the Support ing Document  L is t  in  the inst ruct ions to 
forms T2062 and T2062A for  a complete l is t  o f  the requi red 
documentat ion.   

Section 85 Elections 
31.  For  a d isposi t ion that  is  subject  to  an e lect ion under sect ion 85,  
the vendor must  submit  the prescr ibed sect ion 85 e lect ion Form 
T2057,  ELECTION ON DISPOSIT ION OF PROPERTY BY A  TAXPAYER TO A  
TAXABLE CANADIAN CORPORATION or  Form T2058,  ELECTION ON 
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DISPOSIT ION OF PROPERTY BY A  PARTNERSHIP  TO A  TAXABLE CANADIAN 
CORPORATION a long wi th Form T2062 or  Form T2062A. 

32.  The vendor must  prov ide support ing documentat ion,  such as 
business equi ty  va luat ions,  real  estate appraisals  or  ca lculat ions 
showing how the repor ted values were determined.  Refer  to  the 
Support ing Document  L is t  at tached to forms T2062 and T2062A for  a 
l is t  o f  the requi red documentat ion.   

Corporate Reorganizations 
33.  In  a corporate reorganizat ion,  where mul t ip le taxpayers are 
involved in  a share for  share exchange and/or  an exchange of  s tock 
opt ions,  and there is  no gain on the exchange,  one not i f icat ion for  a 
d isposi t ion may be f i led.  The t ransact ions must  not  resul t  in  any gains 
or  any benef i t  conferred on any person and there must  be absolute ly  
no non-share considerat ion involved.  Along wi th the not i f icat ion,  a 
complete l is t ing of  the non-res ident  shareholders and/or  opt ion 
holders who are d isposing of  the property ,  together  wi th thei r  
Canadian and fore ign addresses,  ident i f icat ion number,  adjusted cost  
base and the valuat ion of  shares or  opt ions must  be prov ided.  The 
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CRA wi l l  rev iew the group of  t ransact ions as one t ransact ion and may 
issue one or  more cer t i f icates of  compl iance.   

34.  Where a share of  the capi ta l  s tock of  a corporat ion that  is  
taxable Canadian property  is  exchanged for  another  share of  the 
corporat ion and paragraph 51(1)(c)  appl ies so as to deem the 
exchange not  to  be a d isposi t ion,  the holder  of  the share has no 
obl igat ion under subsect ions 116(1)  and 116(3) .  However,  the 
corporat ion has an acquis i t ion and therefore may have obl igat ions as 
a purchaser under subsect ion 116(5) .  Therefore,  to  prevent  a 
purchaser  l iab i l i ty  assessment  under subsect ion 116(5) ,  a  cer t i f icate 
of  compl iance may be requested for  the exchange.  The cost  to  the 
corporat ion would be the stated capi ta l  o f  the shares issued.  The TSO 
may,  at  i ts  d iscret ion,  requi re nominal  secur i ty  in  order  to issue a 
cer t i f icate of  compl iance.  For  more in format ion on purchaser  l iab i l i ty ,  
refer  to  paragraphs 43 to 50 below.  
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Security or Payments on Account of Tax 
35.  For  a cer t i f icate of  compl iance to be issued under 
subsect ion 116(2)  or  116(4) ,  the requi red payment  on account  of  tax 
or  secur i ty  acceptable to the Min is ter  on the d isposi t ion or  proposed 
d isposi t ion of  property ,  is  a f la t  rate of  25% of  the excess of  the 
proceeds of  d isposi t ion over  the adjusted cost  base of  the property .  
Out lays and expenses incurred for  the purpose of  making the 
d isposi t ion are not  taken into account  in  th is  ca lculat ion.  These 
amounts are deduct ib le in  ca lculat ing the gain on the d isposi t ion,  
which should be repor ted on the income tax return for  the year  in  
which the d isposi t ion occurred.  

36.  For  a cer t i f icate of  compl iance to be issued under 
subsect ion 116(5.2) ,  for  e i ther  an actual  or  a proposed d isposi t ion,  a 
payment  on account  of  tax or  secur i ty  acceptable to the Min is ter  must  
be provided.  The amount  subject  to  a payment  on account  of  tax f rom 
the d isposi t ion of  proper ty  descr ibed in  paragraph 4 above recognizes 
the fact  that  those amounts are fu l ly  inc luded in income. Therefore 
indiv idual ,  t rust  or  corporate tax rates wi l l  be used in calculat ing the 
amount  of  payment  on account  of  tax or  secur i ty .  
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37.  The CRA's pol icy is  as fo l lows regarding payments on account   
o f  tax or  secur i ty  for  the d isposi t ion of  depreciable taxable Canadian 
property ,  and any resul t ing gains and recapture of  capi ta l  cost  
a l lowance.  

(a)  Where no capi ta l  cost  a l lowance has ever  been c la imed or  a 
correct  amount  subject  to  recapture of  capi ta l  cost  a l lowance can 
be determined,  the requi red payment  on account  of  tax is  
determined as fo l lows:   

( i )  25% of  the gain on the land and bui ld ing ( the amount  
determined should be repor ted on Form T2062);  and  

( i i )  the appl icable indiv idual ,  t rust  or  corporate federal  tax rate 
appl ied to the amount  of  recapture,  because th is  amount  wi l l  
be fu l ly  taxable when the vendor f i les a return of  income for  
the year  in  which the d isposi t ion occurred.  Recapture of  
capi ta l  cost  a l lowance should be repor ted on Form T2062A. 

(b)  When the amount  of  recapture of  capi ta l  cost  a l lowance or  
terminal  loss cannot  be determined at  the t ime of  d isposi t ion or  
proposed d isposi t ion,  the requi red payment  on account  of  tax is  
determined as fo l lows:  
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( i )  25% of  the gain on the land and bui ld ing ( the amount  
determined should be repor ted on Form T2062);  and 

( i i )  the appl icable federal  tax rate appl ied to the est imated 
recapture based on the assumpt ion that  the fu l l  capi ta l  cost  
a l lowance was c la imed f rom the t ime of  purchase to the date 
of  d isposi t ion.  This  procedure ensures that  a suf f ic ient  
payment  is  prov ided to cover  any amount  subject  to  
recapture.  The f ina l  set t lement  of  tax wi l l  be made when the 
return of  income, for  the year  in  which the d isposi t ion occurs,  
is  assessed.  Form T2062A should be used for  the 
not i f icat ion.  

 This  procedure wi l l  on ly  be used af ter  a l l  e f for ts  to  determine the 
correct  amount  subject  to  recapture of  capi ta l  cost  a l lowance 
have been exhausted and an agreement  for  the amount  subject  to  
recapture of  capi ta l  cost  a l lowance cannot  be reached wi th the 
CRA, and i t  is  imperat ive that  the cer t i f icate of  compl iance be 
issued.  Income tax returns for  prev ious years should be made 
avai lable to support  the recapture repor ted or  the terminal  loss 
c la imed.  
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38.  Payment  of  tax should be made by a cer t i f ied cheque,  a cheque 
drawn on a lawyer 's  t rust  account ,  a  bank draf t  or  money order .  Where 
a personal  cheque is  submit ted,  the cer t i f icate wi l l  be issued once the 
cheque has c leared the bank account .  As an a l ternat ive to immediate 
payment  of  the tax,  the CRA may accept  secur i ty  for  the tax as an 
in ter im arrangement .  In  such a case,  the vendor should contact  the 
Revenue Col lect ions Div is ion at  the TSO processing the not i f icat ion to 
negot iate the secur i ty  that  the CRA is  prepared to accept .  

Certificate of Compliance 
39.  The CRA wi l l  issue the cer t i f icate of  compl iance at  the ear l iest  
possib le date once the necessary in format ion and support ing 
documentat ion have been received and val idated,  and acceptable 
payment  or  secur i ty  has been received.  

40.  A copy of  the cer t i f icate of  compl iance wi l l  be issued to both the 
vendor and the purchaser.  The cer t i f icate protects the purchaser f rom 
any fur ther  tax l iab i l i ty  in  respect  of  the par t icu lar  not ice f i led for  that  
par t icu lar  d isposi t ion.  The vendor 's  f ina l  tax l iab i l i ty  in  respect  of  the 
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par t icu lar  not ice wi l l  be determined when the vendor f i les a tax return,  
as is  requi red under the Act ,  for  the year  the d isposi t ion took p lace.  

41.  Form T2064,  CERTIF ICATE – PROPOSED DISPOSIT ION OF PROPERTY 
BY A  NON-RESIDENT OF CANADA wi l l  be issued in accordance wi th 
subsect ion 116(2)  i f  the condi t ions of  subsect ion 116(1)  are met ,  and 
the requi red payment  on account  of  tax or  acceptable secur i ty  is  
prov ided.  

Form T2068,  CERTIF ICATE – THE DISPOSIT ION OF PROPERTY BY A  
NON-RESIDENT OF CANADA wi l l  be issued in  accordance wi th subsect ion 
116(4)  i f  the condi t ions of  subsect ion 116(3)  are met ,  and the requi red 
payment  on account  of  tax or  acceptable secur i ty  is  prov ided.  

42.  Form T2064,  CERTIF ICATE – PROPOSED DISPOSIT ION OF PROPERTY 
BY A  NON-RESIDENT OF CANADA or  Form T2068,  CERTIF ICATE – THE 
DISPOSIT ION OF PROPERTY BY A  NON-RESIDENT OF CANADA,  wi l l  be 
issued for  proposed or  actual  d isposi t ions respect ive ly ,  in  accordance 
wi th subsect ion 116(5.2) ,  prov ided that  the vendor has paid any 
requi red amount  on account  of  tax or  prov ided acceptable secur i ty  for  
the proper t ies descr ibed in  paragraph 4 above.  
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Purchaser's Liability 
43.  I f  the vendor does not  comply wi th the requi rements of  
subsect ion 116(3) ,  and the CRA has not  issued a cer t i f icate of  
compl iance,  the purchaser  may become l iab le under subsect ion 116(5)  
to pay a speci f ied amount  of  tax on behal f  o f  the vendor.  The 
purchaser is  then ent i t led to wi thhold that  amount  f rom the purchase 
pr ice.  

The purchaser is  l iab le to pay and remit  25% of  e i ther :  

(a)  the cost  of  the property  acquired by the purchaser;  or  

(b)  i f  a  cer t i f icate of  compl iance has been issued under 
subsect ion 116(2) ,  the amount  by which the cost  of  the property  
acqui red by the purchaser  exceeds the cer t i f icate l imi t  f ixed by a 
proposed d isposi t ion.  

Purchaser l iab i l i ty  assessments are not  subject  to  any t ime 
restr ic t ions.  Therefore,  an assessment  may be issued at  any t ime the 
CRA becomes aware that  a vendor or  purchaser has not  adhered to 
the requi rements of  sect ion 116.  
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44.  For  d isposi t ions of  proper t ies descr ibed in  paragraph 4 above,  
the purchaser  may become l iab le under the prov is ions of  
subsect ion 116(5.3)  to  pay to the CRA, on behal f  o f  the vendor,  an 
amount  equal  to  50% of  e i ther :  

(a)  where a cer t i f icate of  compl iance under subsect ion 116(5.2)  has 
not  been issued,  the purchase amount ,  or  

(b)  where a cer t i f icate of  compl iance has been issued,  the amount   
by which the purchase pr ice of  the property  exceeds the amount  
f ixed in  the cer t i f icate.  

The purchaser is  then ent i t led to wi thhold that  amount  f rom the 
purchase pr ice.   

45.  The purchaser 's  l iab i l i ty  for  tax under subsect ion 116(5)  
or  116(5.3)  does not  extend to a mortgagee who acquired a property  
by an Order  of  Foreclosure,  unless the t ransact ions of  mortgage and 
forec losure were used as a device to sel l  the property  to a mortgagee 
or  a th i rd par ty .  Where the purchaser is  the mortgagee,  the amount  
paid wi l l  be the amount  of  the mortgage that  is  set-of f  because of  the 
purchase.  When the mortgagee is  not  l iab le under sect ion 116 to pay 
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tax,  and requests that  the CRA issue a cer t i f icate of  compl iance,  the 
CRA may issue a le t ter  to  that  ef fect .  

46.  I f  a  mortgagee exerc ises a power of  sa le pursuant  to the terms of  
the mortgage,  a cour t  order  or  the provis ions of  the re levant  Mortgage 
Act ,  rather  than forec los ing,  t i t le  to  the property  passes d i rect ly  f rom 
the mortgagor to a th i rd par ty  purchaser.  Thus the provis ions of  
subsect ions 116(5)  or  (5.3)  apply i f  the vendor/mortgagor was a 
non-res ident .  Where t i t le  to  the property  has passed f rom a Canadian 
res ident  vendor/mortgagor to a Canadian res ident  purchaser ,  a lbei t  
through a power of  sa le by a non-res ident  mortgagee,  the prov is ions 
of  sect ion 116 wi l l  not  apply to any of  the three par t ies.  

47.  Any tax remi t tances payable by the purchaser must  be remi t ted 
to the Receiver  General  for  Canada wi th in 30 days f rom the end of  the 
month in  which the proper ty  was acquired.  The purchaser  should g ive 
par t icu lars of  the t ransact ion,  ident i fy  the remit tances,  and speci fy  
that  the payment  concerned per ta ins to subsect ion 116(5)  or  116(5.3) .  
The fu l l  name and address of  the vendor and the purchaser  should be 
indicated.  
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48.  Any purchaser  who fa i ls  to  remi t  or  pay an amount  requi red under 
subsect ion 116(5)  or  116(5.3)  may be assessed a penal ty  under the 
author i ty  of  subsect ion 227(10.1) ,  ca lculated under the prov is ions of  
subsect ion 227(9) .  Paragraph 227(9)(a)  prov ides for  a penal ty  for  the 
fa i lure to pay or  remi t  an amount  requi red to be deducted or  wi thheld 
equal  to  10% of  that  amount .  For  second and subsequent  fa i lures 
dur ing the same year,  i f  the fa i lure to remi t  or  pay was made 
knowingly or  under c i rcumstances amount ing to gross negl igence,  the 
penal ty  under paragraph 227(9)(b)  wi l l  be 20% of  the amount  requi red 
to be deducted or  wi thheld.  Subsect ion 227(9.3)  prov ides for  levy ing 
in terest  on the payment  or  remi t tance requi red by subsect ions 116(5)  
and 116(5.3) .  

49.  For  penal t ies and interest ,  the Min is ter  has the d iscret ion under 
subsect ion 220(3.1)  to  waive or  cancel  a l l  or  any por t ion of  any 
penal ty  or  in terest  i f  i t  is  found that  the penal ty  or  in terest  resul ted 
f rom c i rcumstances beyond the contro l  o f  the purchaser.  For  more 
in format ion,  refer  to  the current  vers ion of  IC92-2,  GUIDEL INES FOR  
THE CANCELLATION AND WAIVER OF INTEREST AND PENALTIES.  

50.  The purchaser incurs no obl igat ion to pay tax i f ,  a f ter  reasonable 
inqui ry ,  there was no reason to bel ieve the vendor was a non-res ident  
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o f  Canada.  There is  a quest ion as to what  const i tu tes " reasonable 
inqui ry . "  The purchaser must  take prudent  measures to conf i rm the 
vendor 's  res idence status.  The CRA wi l l  rev iew each case on an 
indiv idual  basis  whenever a purchaser  assessment  is  being 
considered.  The purchaser  may become l iab le i f ,  for  any reason,  the 
CRA bel ieves that  the purchaser  could have or  should have known 
that  the vendor was a non-res ident  or  d id not  take reasonable steps  
to  f ind out  the vendor 's  res idence status.  The CRA wi l l  not  make 
inqui r ies on behal f  o f  a purchaser  in  th is  regard.  

Filing a Tax Return – Refund of Excess Payment 
51.  Every vendor of  taxable Canadian property  is  requi red to f i le  a 
Canadian tax return for  the taxat ion year  in  which the d isposi t ion took 
p lace.  Af ter  the return is  assessed,  any excess payment  is  refunded 
or  prov is ion is  made for  the re lease of  secur i ty  once the establ ished 
debt  has been sat is f ied.  Income tax returns f i led before the end of  the 
taxat ion year  wi l l  be processed only af ter  the end of  the taxat ion year .  

52.  General ly ,  for  ind iv iduals,  the income tax return is  due on 
Apr i l  30th of  the year  fo l lowing the year  in  which the d isposi t ion 
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occurred.  For  corporat ions,  the return is  due s ix  months af ter  the end 
of  the taxat ion year  in  which the d isposi t ion took p lace.  Trust  returns 
are due 90 days af ter  the end of  the t rust 's  taxat ion year  in  which the 
d isposi t ion took p lace.  Returns that  are f i led la te are subject  to  
in terest  and appl icable penal t ies.  Copies of  the income tax returns 
and the re lated guides can be obta ined f rom any TSO or  f rom the CRA 
websi te,  www.cra.gc.ca .  Ind iv iduals should request  guide 5013-G, 
GENERAL INCOME TAX AND BENEFIT  GUIDE FOR NON-RESIDENTS AND 
DEEMED RESIDENTS OF CANADA.  

53.  These returns must  be sent  to  the:  

In ternat ional  Tax Serv ices Of f ice 
2204 Walk ley Road 
Ottawa ON  K1A 1A8  
Canada 

Any quest ions concerning the assessment  of  the return should a lso be 
forwarded to th is  of f ice.  
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54.  Delays in  processing a vendor 's  income tax return occur  for  many 
reasons.  However,  i f  the proper in format ion is  prov ided at  the t ime of  
f i l ing,  the return wi l l  be processed as quick ly  as possib le.  

Vendors should ensure that :  

(a)  the in format ion area is  completed in  deta i l ;  

(b)  thei r  ident i f icat ion number is  entered as requested;  

(c)  Copy 2 of  the cer t i f icate of  compl iance ( form T2064 or  T2068) is  
enclosed.  This  in format ion s l ip  is  invaluable in  t rac ing payments,  
secur i ty  or  exempt ions in  respect  of  the d isposi t ion,  and 

(d)  i f ,  for  any reason,  c i rcumstances have changed and the amount  
repor ted on the vendor 's  income tax return d i f fers substant ia l ly  
f rom the amount  repor ted for  the d isposi t ion on the cer t i f icate of  
compl iance,  a note should be at tached to the income tax return 
a long wi th the appropr iate documentat ion.  

55.  The Min is ter  has the d iscret ion to assess returns of  ind iv iduals 
and testamentary t rusts that  are f i led more than three years af ter  the 
end of  the taxat ion year  in  which the d isposi t ion occurred in  order  to 
issue refunds or  to  reduce taxes payable.  This  d iscret ion may be 
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exerc ised where the request  is  in  wr i t ing and the Min is ter  is  sat is f ied 
that  the refund would have been issued or  tax payable reduced had 
the returns been f i led on t ime.  

Misallocated or Lost Payments 
56.  The CRA makes every ef for t  to  ensure that  a payment  made for   
a  sect ion 116 d isposi t ion is  matched to the income tax return f i led.   
I f  vendors fo l low the inst ruct ions for  f i l ing income tax returns in  
paragraphs 51 to 55 above,  the problem of  misal located or  lost  
payments wi l l  be a l lev iated.  

57.  I f  the payment  is  not  proper ly  credi ted on the Not ice of  
Assessment ,  the vendor should contact :  

Cl ient  Serv ices 
Internat ional  Tax Serv ices Of f ice 
2204 Walk ley Road 
Ottawa ON  K1A 1A8 
Canada 
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Vendors should a lso prov ide the fo l lowing in format ion:  

(a)  a br ie f  descr ipt ion of  the d isposi t ion;  

(b)  the date of  the payment ;  

(c)  the TSO that  processed the cer t i f icate of  compl iance;  and 

(d)  a photocopy of  the f ront  and back of  the cancel led cheque,  i f  
appl icable.   

58.  Mul t ip le-member par tnerships are par t icu lar ly  subject  to  
misal locat ion of  a s ingle payment  made on behal f  o f  the many 
par tners.  Upon receipt  of  a s ingle payment ,  the CRA wi l l  credi t  each 
non-res ident  par tner 's  tax account  wi th thei r  por t ion of  payment .  For  
more in format ion concerning par tnerships,  refer  to  paragraph 10 
above.  

General Comments 
59.  Sect ion 116 does not  apply to a deemed disposi t ion on death 
under subsect ion 70(5) .  However,  the executor  act ing on behal f  o f  a 
non-res ident  decedent  must  f i le  an income tax return for  the year  of  
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death and pay any tax that  may be necessary on the deemed 
disposi t ion.  

60.  Sect ion 116 does not  apply to property  that  is  t ransferred or  
d is t r ibuted on or  af ter  death and as a consequence thereof .  

61.  I f  compensat ion is  received for  damages to property ,  
considerat ion must  be g iven as to whether  any par t  of  the 
compensat ion involves a t ransfer  of  t i t le  or  an in terest  there in to 
which sect ion 116 would apply.  I t  is  unl ike ly  that  a t ransfer  of  t i t le  or  
an in terest  there in has taken p lace when compensat ion has been paid 
to the owner of  proper ty  for  damages c la imed in a tor t  act ion.  
However,  when such a payment  is  made according to a contractual  
arrangement  between the par t ies,  the terms of  the contract  should be 
examined to determine whether  t i t le  or  an in terest  in  the property  has 
been received in  exchange for  the compensat ion.  

62.  A deemed div idend is  t r iggered under sect ion 212.1 in  cases 
when a non-res ident  d isposes of  shares of  a corporat ion res ident  in  
Canada to another  corporat ion res ident  in  Canada in a non-arm's 
length t ransact ion;  th is  deemed div idend is  subject  to  Par t  XI I I  
wi thhold ing tax under subsect ion 212(2) .  The CRA wi l l  accept  a 
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ca lcu lat ion of  proceeds of  d isposi t ion of  the shares,  for  purposes of  
sect ion 116,  which inc ludes a reduct ion for  the sect ion 212.1 deemed 
div idend.  Vendors should submit  a le t ter  of  explanat ion and a copy of  
the sect ion 212.1 calculat ion a long wi th Form T2062 when request ing 
a cer t i f icate of  compl iance in these cases.  The CRA may request  
payment  of  Par t  XI I I  tax before a cer t i f icate of  compl iance is  issued.  

63.  Under the Doctr ine of  Sovereign Immuni ty ,  the Government  of  
Canada may grant  exempt ion f rom tax on cer ta in Canadian-source 
investment  income paid or  credi ted to the government  of  a fore ign 
country.  Capi ta l  gains on the d isposi t ion of  taxable Canadian proper ty  
may be e l ig ib le for  th is  exempt ion,  subject  to  the condi t ions descr ibed 
in the current  vers ion of  IC77-16,  NON-RESIDENT INCOME TAX.  When 
the vendor of  taxable Canadian property  is  a fore ign government ,  the 
CRA wi l l  issue a cer t i f icate of  compl iance once i t  is  substant ia ted that  
the property  is ,  in  fact ,  whol ly-owned by that  government .  The request  
should be sent  to :  
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Canada Revenue Agency 
22nd f loor ,  Tower A,  320 Queen Street  
Ot tawa ON  K1A 0L5 

At tent ion:  In ternat ional  Legis lat ive Af fa i rs  
Legis lat ive Pol icy Directorate 

64.  The d isposi t ion of  minera l  r ights in  Canada is  considered to be a 
d isposi t ion of  a Canadian resource property ,  and as such,  is  subject  
to  the requi rements of  subsect ion 116(5.2) .  In  the case of  a Petro leum 
and Natura l  Gas Lease,  the bonus por t ion (bonus considerat ion)  is  
subject  to  the prov is ions of  subsect ion 116(5.2) .  The annual  renta l  
payment  is  subject  to  wi thhold ing tax under paragraph 212(1)(d) .  

65.  The d isposi t ion of  a pr inc ipal  res idence by a non-res ident  owner 
may be exempt f rom tax by v i r tue of  paragraph 40(2)(b)  or  (c) .  When 
the gain on a pr inc ipal  res idence is  e i ther  par t ia l ly  or  ent i re ly  exempt 
by these paragraphs,  the non-res ident  should submit  Form T2062 wi th 
a le t ter ,  or  a completed Form T2091 ( IND),  DESIGNATION OF A  
PROPERTY AS A  PRINCIPAL  RESIDENCE BY AN INDIV IDUAL (OTHER THAN A  
PERSONAL TRUST)  i f  appl icable,  out l in ing the calculat ion of  the 
expected amount  of  any capi ta l  gain on the d isposi t ion.  I f  the ent i re 
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ga in is  exempt,  a cer t i f icate of  compl iance indicat ing "Pr inc ipal  
res idence exempt ion"  wi l l  be issued.  When the gain is  par t ia l ly  
exempt,  payment  or  secur i ty  must  be prov ided for  the non-exempt 
por t ion before the cer t i f icate of  compl iance is  issued.   

66.  Sect ion 115.1 prov ides for  the Min is ter  and a vendor to enter  in to 
an agreement  pursuant  to  a prov is ion conta ined in  any Canadian 
income tax t reaty to defer  the recogni t ion of  a gain or  income on a 
d isposi t ion.  These d isposi t ions may be subject  to  the prov is ions of  
sect ion 116.  The vendor must  f i le  the appropr iate form to repor t  a 
d isposi t ion a long wi th a copy of  the request  made to the Canadian 
Competent  Author i ty  under sect ion 115.1.  The requi rement  for  
payment  or  secur i ty  on account  of  tax may be waived when the 
Canadian Competent  Author i ty  accepts a non-res ident 's  request  for  
re l ie f  under a t reaty prov is ion.  For  more in format ion,  refer  to  the 
current  vers ion of  IC71-17,  REQUEST FOR COMPETENT AUTHORITY 
CONSIDERATION UNDER MUTUAL AGREEMENT PROCEDURES IN  INCOME  
TAX CONVENTIONS.  
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