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Introduction
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Context

Governments today issue an increasing number 
of assessments and the process to conclusion 
of these assessments is often long and frustrating.

Our objective is to have participants:

1. Understand the current environment
2. Manage in the world of increasing

government assessments
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Tax Audit Landscape
Great Powers of Tax Authorities
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1. Tax authorities are entitled to obtain 

documents and information:

i. G/L, billing and AP data to perform

their audits.

ii. Computer Assisted Audits programs: 

Used to increase efficiency

iii. Use of oral interviews

2. When Taxpayers fail to deliver the data 

requested by the tax authorities, 

said tax authorities may issue a 

peremptory request

3. Without the proper information or 

documentation available, the tax 

authorities may issue assessments 

based on estimates



Contingencies –
Tax Scrutiny
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HAVE YOU EVER ACCRUED / 
DISCLOSED FOR…?



Overview of  Government 
Tax Processes
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1. Business 
Activities

2. Tax Returns 
Filing

3. Tax Audits 
(a) Desk 
(b) Onsite

4. Assessments

5. Objection6. Court/Tax Court

Out of Court 
Negotiations

B. Maintained

A. Negotiations



Richter Overview of  
Government Tax Processes
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1. Business 
Activities

2. Tax Returns 
Filing

3. Tax Audits 
(a) Desk 
(b) Onsite

4. Assessments

Audit Intervention 
and Settlement



10

Tax Audits 
(Mis-)Management 

The CLAM The GENEROUS The NERVOUS The ORGANIZED

- Gives as little 

information as 

possible

- Tax auditors can 

just issue an 

estimated 

assessment

- Gives all requested 

information and 

then more

- Often results in 

an overstated 

assessment

- Acts nervously when 

requested information

- Provides confusing 

info that is difficult

to understand

- Often results in 

misinterpreted 

data and delays

- Keeps track of 

all requests

- Asks questions 

about requests

- Offers alternative 

information to drive 

efficiency

- Documentation 

enables escalation 

if necessary
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MR. X ENTITIES

Detailed List of Actions

Audit Request Dated February 2, 2018

CRA 

Request Date
ENTITY Document Request YE Completed Date Notes for Auditor Internal Notes

02-Feb-18 Mr. X All personal investment statements (RRSPs, mutual funds, term deposits, 

etc)

2014 - 2015 - 2016 Uploaded 01-Jun-18 See personal investment folder (in Mr. X folder) Missing March 2015  

statements

02-Feb-18 Mr. X Completed List of assets (CRA form) - assets bought and/or sold 2014 - 2015 - 2016 Done 01-Mar-18 As discussed in our meeting, all assets are reflected in the 

statements to be provided under this information request. 

02-Feb-18 Mr. X Property and vehicle insurance policy documents 2014 - 2015 - 2016 In progress

02-Feb-18 Mr. X Completed CRA form "Estimated cost of living" - household personal and 

living expenditures

2014 - 2015 - 2016 No As discussed in our February 15, 2018 meeting, other 

information is to be provided first and pertinence of this 

request is then to be determined

02-Feb-18 Mr. X Income Tax Filings - federal and provincial 2014 - 2015 - 2016 Uploaded 08-Mar-18

02-Feb-18 Mr. X Private company share purchase/sale agreements 2014 - 2015 - 2016 N/A No private company shares were bought or sold in the years 

under audit

02-Feb-18 Mr. X A. Organizational chart - entities controlled directly or indirectly as at Dec 31 

of every year under review, including country of incorporation, percentage 

ownership by you and other entities and relationship between them 

(documents/info re: any entitites within/outside Canada which are related or 

with which an economic relationship exists)

2014 - 2015 - 2016 Uploaded 01-Jun-18 See org chart folder (in Mr. X folder). Please note that all 

entities controlled are domestic

02-Feb-18 Mr. X B. Organizational chart as at Dec 31 of every year under review - entities 

where a member of your family was beneficially interested which are not 

included in Org Chart A (documents/info re: any entitites within/outside 

Canada which are related or with which an economic relationship exists)

2014 - 2015 - 2016 Uploaded 01-Jun-18 See org chart folder (in Mr. X folder). Distinguished from above 

request on control vs. 

beneficial ownership. 

02-Feb-18 Mr. X C. Details of all reorganizations and/or restructuring occuring the year prior 

to 2014 and during the years under examination, including an organization 

chart prior to and immediately after the reorg, reflecting steps taken in the 

transaction(s), and arriving at Org charts A/B above (documents/info re: any 

entitites within/outside Canada which are related or with which an economic 

relationship exists)

2013 - 2014 - 2015 - 2016 No Provided for within the A and B of the org chart request. 



Which Situation 
Are You In?
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Call or pre-audit letter?

Government audit in process?

Draft assessment received?

Assessment received?

Your 
Situation



Pre-Audit 
Process
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Pre-Audit Process
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A

B

Record Keeping

Tax Planning 
Documentation

Retention of books and records | Importance of logs
Segregation and accounting for business vs. family



Pre-Audit 
Process
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Pre-Audit 
Process (cont’d)
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Pre-Audit Process
Statute of Limitations 
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Audit Plan

Point of  Contact
(Taxpayer or representative)

A

C

B

Corporate Groups

Multiple Audit Management Plan

RPIs and HNWF Audits

A

B

Strategy around who is in 
contact with auditor and when

Situation Dependent 



Audit 
Management
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Audit 
Management 
Setting the Stage
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1 2 3 4 5

Significant 

Transactions

Contextual 

Information 

Narrowing 

the Request 
New Oral 

Interview Rules 

Kick-Off 

Meeting



Audit 
Management 
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Review of  Data Initial Submission 
- Clean Up Notes

- Isolate Privileged 

Information 

- Answer What is Asked 

- Importance of Cover Letters

- Transfer of Information 



Audit 
Management 
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Feedback from Auditor/ 
Follow-up Questions

Maintain a 
Communication Log

- Agree on Timeline and 
Periodic Status Update



Audit 
Management 
When Push Comes to Shove 
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Waivers
Taxpayer Bill of  Rights

- Consequences
- Limit the scope of the waiver
- Revocation

- Charter of taxpayers’ and 
mandataries’ rights (Qc) 



Troubleshooting
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When Push 
Comes to Shove 
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Escalation 
Involvement of Supervisor or Team Leader |
New Auditor | Other Actors (Finance, Policy Branches, MPs) |
Tax Litigator (Time and place)

Ombudsman/
Bureau de protection de droit

Access to 
Information Request



When Push 
Comes to Shove 
Notice of Objection/ 
Notice of Appeal – Last Resort

25

01Zone of No Return 02Materiality 03Large Corporation 
Objections

04Boundaries of 
Objections 05Choice between Objection 

+ Litigation (Expedition)



Special Topics
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Related Party Initiatives/ 
HNWF Audits
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- Large corporate groups with sophisticated 
international holdings

- Lengthy audit
- Importance of coordination (the whole family)
- Interviewing the auditor and 

addressing concerns
- Narrowing the scope of the audit 
- Setting the stage – doubly important
- Oral interviews 



Related Party Initiatives/ 
HNWF Audits (cont’d)
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MR. X ENTITIES

Detailed List of Actions

Audit Request Dated February 2, 2018

CRA 

Request Date
ENTITY Document Request YE Completed Date Notes for Auditor Internal Notes

02-Feb-18 Mr. X All personal investment statements (RRSPs, mutual funds, term deposits, 

etc)

2014 - 2015 - 2016 Uploaded 01-Jun-18 See personal investment folder (in Mr. X folder) Missing March 2015  

statements

02-Feb-18 Mr. X Completed List of assets (CRA form) - assets bought and/or sold 2014 - 2015 - 2016 Done 01-Mar-18 As discussed in our meeting, all assets are reflected in the 

statements to be provided under this information request. 

02-Feb-18 Mr. X Property and vehicle insurance policy documents 2014 - 2015 - 2016 In progress

02-Feb-18 Mr. X Completed CRA form "Estimated cost of living" - household personal and 

living expenditures

2014 - 2015 - 2016 No As discussed in our February 15, 2018 meeting, other 

information is to be provided first and pertinence of this 

request is then to be determined

02-Feb-18 Mr. X Income Tax Filings - federal and provincial 2014 - 2015 - 2016 Uploaded 08-Mar-18

02-Feb-18 Mr. X Private company share purchase/sale agreements 2014 - 2015 - 2016 N/A No private company shares were bought or sold in the years 

under audit

02-Feb-18 Mr. X A. Organizational chart - entities controlled directly or indirectly as at Dec 31 

of every year under review, including country of incorporation, percentage 

ownership by you and other entities and relationship between them 

(documents/info re: any entitites within/outside Canada which are related or 

with which an economic relationship exists)

2014 - 2015 - 2016 Uploaded 01-Jun-18 See org chart folder (in Mr. X folder). Please note that all 

entities controlled are domestic

02-Feb-18 Mr. X B. Organizational chart as at Dec 31 of every year under review - entities 

where a member of your family was beneficially interested which are not 

included in Org Chart A (documents/info re: any entitites within/outside 

Canada which are related or with which an economic relationship exists)

2014 - 2015 - 2016 Uploaded 01-Jun-18 See org chart folder (in Mr. X folder). Distinguished from above 

request on control vs. 

beneficial ownership. 

02-Feb-18 Mr. X C. Details of all reorganizations and/or restructuring occuring the year prior 

to 2014 and during the years under examination, including an organization 

chart prior to and immediately after the reorg, reflecting steps taken in the 

transaction(s), and arriving at Org charts A/B above (documents/info re: any 

entitites within/outside Canada which are related or with which an economic 

relationship exists)

2013 - 2014 - 2015 - 2016 No Provided for within the A and B of the org chart request. 



Extended 
Audit Powers
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Compelled Oral Interviews Proposed Process

- Questions in Writing
- Agree on a Timeframe
- Use of a Representative



Disclosure 
Requirements
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Reportable and 

Notifiable Transactions

Mandatory Disclosure of  

a Specified Transaction (Quebec)

Corporate Registry 

Disclosures

New GAAR Rule

Nominee Reporting 

(Quebec)

Increased General Reporting

1

4

2

5

3

6 Ex: 1134, rollover forms, 

trust disclosures, etc. 



Penalties and 
Interest Relief
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Taxpayer Relief  Due Diligence Defense

- “Extraordinary” Circumstances
- Actions of the CRA
- Financial Hardship
- Other Circumstances



A Post-
Pandemic Era
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1

2

3

4

Catching Up From the Past 

Subsidies: Offsetting Adjustments

Statute of  Limitations

Interest and Penalties 



CONTACT US

RICHTER.CA

MONTRÉAL

1981 McGill College, #1100 
Richter Tower 
Montréal QC  H3Z 0G6
T 514.934.3400

CHICAGO

200 South Wacker, #3100
Chicago IL 60606
T 312.828.0800

TORONTO

181 Bay St., #3510 
Bay Wellington Tower
Toronto ON M5J 2T3
T 416.488.2345
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