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August 14, 2020 

 

Submitted via email 

 

France Marengère 

Senior Technical Specialist 

International and Large Business Directorate 

Canada Revenue Agency 

427, rue Laurier St.  

Ottawa ON K1A 0L5 

 

Keely Storr, CPA, CGA 

Manager, Exchange of Information Services Section 2 

International and Large Business Directorate 

Canada Revenue Agency 

427, rue Laurier St.  

Ottawa ON K1A 0L5 

 

Lani Innes 

Senior Economist and Industry Sector Specialist  

International and Large Business Directorate 

Canada Revenue Agency 

427, rue Laurier St.  

Ottawa ON K1A 0L5 

 

 

Re: Request for Transition Period with respect to penalties  

On behalf of the CBA, IIAC, IFIC, and PMAC, we want to acknowledge and thank you for the collaboration 

and assistance the CRA and the federal government has provided the financial services industry with 

respect to the “Guidance on the Canada-U.S. Enhanced Tax Information Exchange Agreement” and 
“Guidance on the Common Reporting Standard” published on April 20, 2020 (the Revised Guidance), 

including delaying the implementation of penalties until 2021.  Further, we appreciate how the federal 
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government has worked closely in partnership with the financial services industry to assist Canadian 

households and businesses in managing the impact of COVID-19. 

The financial industry would like to request that the CRA extend the transitional period providing relief 

from penalties where financial institutions (FIs) are making good faith efforts to implement the changes 

necessary to be compliant with the requirements in the Revised Guidance until January 1, 2022. We 

believe the significant undertakings required to comply with the Revised Guidance and the fact that 

COVID-19 has strained and challenged both the public and private sectors warrant this request. The 

precedent for this request was established when the CRA provided transitional relief periods when FATCA 

was first introduced, which was consistent with the transitional relief provided by the IRS. We would 

appreciate it if our requested relief was provided in a Notice/FAQ to ensure there is a common 

understanding among financial institutions. 

From a tax reporting, penalty assessment and external audit perspective, we believe it makes sense to 

begin enforcement of the penalties at the beginning of a calendar year.   

Significant changes in the Revised Guidance 

The Revised Guidance introduced significant changes that require FIs to:  

(i) complete full assessments of their account opening processes across all business lines in 

order to develop project plans, obtain budget approval etc.; 

(ii) update numerous systems related to account opening processes (i.e. discount broker, 

online for other advisory channels, phone, branch in-person); 

(iii) update back office systems to track status of accounts and implement account restrictions 

for unresponsive clients; 

(iv) update policies and procedures; and  

(v) train advisors/employees. 

The implementation of a deliverable of this magnitude generally takes a minimum of 18 months from 

when final regulations are published. With the release of the revised Guidance on April 20, 2020 and an 

effective date of January 1, 2021, FIs were provided with only 8 months to implement these changes 

across all customer onboarding channels. These changes are taking place against the backdrop of COVID-

19 where FIs have reallocated resources to assist with increased customer support while managing the 

challenges of working remotely.   

The previous CRA Guidance (dated July 31, 2018) permitted FIs to open an account and obtain and validate 

a self-certification within 90 days. The Revised Guidance now requires a self-certification to be obtained 

at account opening (Day 1 process), and will allow back-office validation of the self-certification within 90 

days. In limited circumstances under the Revised Guidance, FIs can obtain and validate the self-

certification within 90 days of the account opening.  
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This is a substantial change to FIs’ current account opening processes, and particularly for entity accounts 

that are more complex. The opening of entity accounts often required the Day 2 process in the past1. In 

addition, it is a significant change to retail banking policies and procedures given previous understandings 

with respect to account opening requirements under Access to Basic Banking legislation.  

Challenges for firms to meet the timeline 

The Revised Guidance was only released on April 20, 2020 and contained important rule differences 

between both the previous Guidance and the draft revisions provided to the industry for feedback. 

Without the final published version of the Revised Guidance, FIs were not able to begin assessing the 

requirements to comply with it. Consequently, many FIs are currently in the assessment phase of the work 

effort and scope of the changes. 

This phase will include assessing their current account opening processes, and the associated systems 

enhancements, for every business line. For larger FIs, this may include discount brokerage, wealth 

products, capital markets, insurance, retail banking, etc. Even within each of these business lines there 

may still be multiple account opening procedures based on whether it is online, over-the-phone, or in-

person and based on the type of account being opened (e.g. entity, individual).   

For smaller FIs, which may not have the resources of large FIs, the challenge of being fully compliant by 

January 1, 2021 may be just as formidable. These FIs, especially in the COVID-19 business environment, 

have less capacity to absorb the potentially large penalties that they may be assessed for non-compliance.  

Due to the number of onboarding business areas and onboarding systems that will require updates, the 

technology build is anticipated to be significant. The timing of the release of the Revised Guidance 

impacted FIs’ ability to secure necessary funding to implement these broad changes, as budgets are 

planned well in advance.  

FIs will need to revise their policies and procedures as well as train front-line and back-office employees 

and advisors on the new account opening processes. Additionally, the new Citizen by Investment/Resident 

by Investment guidance will require training to ensure responses are reasonable and are sufficiently 

documented. As previously mentioned, entity accounts are generally a Day 2 process for many firms and, 

given the complexity of entity accounts, additional training may be required on how to open these 

accounts.  

These changes are taking place against the backdrop of COVID-19. Firms have had to invoke business 

continuity plans (BCPs), social distancing and limitations to restrict physical movement such as remote 

working arrangements and limited office hours which are slowly unwinding.  More specifically, this has 

included:  

 Increased employee stress and strain as they have had to address their own or their family’s 
health and child-care issues in a work-from-home environment. 

                                                             
1 Entity Accounts - for example, there are some instances where, based on information on file, an entity is pre-

classified as an Active NFFE or FI as allowed under the guidance notes. This process is not completed at account 

opening but through a back-office function after Day 1. If it turns out the account cannot be pre-classified, then a 

self-certification is mailed to the client for completion. 
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 Challenges with working remotely, including security and system capacity constraints impacting 

access, connectivity, response times and productivity. 

 Shifting of resources (including IT and operational personnel and budgets) to prioritize client 

service delivery in order to meet the most urgent needs of customers and reporting obligations.   

 Difficulty in hiring incremental resources as a result of onboarding challenges in a non-face-to-

face, BCP environment. 

 Shifting of resources and funding to support the immediate needs of customers and employees. 

Request for transition period 

We believe there is sufficient justification, as outlined above, for the CRA to consider approval of a 

transition period for the year 2021, in which penalties will not be assessed and the CRA will take into 

consideration the extent the FI has made good faith efforts to comply with the Revised Guidance.  

We appreciate the opportunity to provide you with these comments and would be pleased to discuss the 

request for a transition period further. If you have any questions with respect to the foregoing, we kindly 

ask that you contact the undersigned. Thank you. 

 

Sincerely, 

“Alex Ciappara” 

 

Director, Credit Market and Economic Policy 

Canadian Bankers Association  

 

“Adrian Walrath” 

 

Director 

Investment Industry Association of Canada 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

“James Carman” 

 

Senior Policy Advisor, Taxation 

Investment Funds Institute of Canada 

 

“Melissa Ghislanzoni” 

 

General Counsel 

Portfolio Management Association of Canada 


