Canada Revenue Agency
Notice to Tax Professionals: 
Updates to filing process for a pertinent loan or indebtedness election 
The Canada Revenue Agency (CRA) is updating its guidance in relation to amounts owing by certain non-residents to a corporation resident in Canada (CRIC) for which the CRIC may make a pertinent loan or indebtedness election (PLOI election) under subsection 15(2.11) or 212.3(11) of the Income Tax Act (ITA). Where a PLOI election is made, the loan or indebtedness will be subject to notional interest imputation rules instead of potentially being treated as a deemed dividend paid by the CRIC to the non-resident debtor. As a result of the election, the amount owing is treated as a “pertinent loan or indebtedness”.  
Effective for any elections made on or after April 11, 2022, the CRA is implementing three important changes to the PLOI election process. 
1. Required information in the election
The CRA is expanding the amount of information a taxpayer must provide with their election in order for it to be considered valid. The additional information requested on the loan or indebtedness will assist the CRA in confirming that taxpayers are including the correct amount of interest in their income. New information requested includes:
· Identification of the first taxation year in respect of which this PLOI election is to be made, the total amount owing initially and the currency in which it is denominated.
· The total changes in the amount of the PLOI on a monthly basis showing total increases (including capitalized interest) and total decreases.
· A copy of the loan agreement detailing the terms and conditions of the loan or indebtedness for revolving loans or other legal instruments, where multiple amounts become owing. 
· The total amount of deemed interest on the PLOI, the total amount of interest charged by the CRIC on the loan or indebtedness and the net adjustment to interest income required (if any).
· A declaration as to which of the two interest rates applies to the PLOI: 
· the amount computed at the prescribed rate applicable; or
· where the PLOI is funded directly or indirectly by another interest-bearing loan or indebtedness, the amount of interest payable by the CRIC on that other loan. 
For the full list of required information, go to Understanding interest - Canada.ca.
2. Elections in respect of revolving balance loans or other legal instruments where multiple amounts become owing
The CRA is adopting an administrative position which requires only one election to be made in respect of a particular legal instrument where multiple amounts are owed under its terms. An election must be made in respect of each non-resident person that owes an amount under the terms of the legal instrument. Before this change, CRA required that separate elections be filed in respect of each amount owing to the same non-resident regardless of whether such amounts pertained to the same debt instrument.  
This administrative policy will apply to all elections filed after April 11, 2022. In order to be eligible for this administrative policy, taxpayers will need to send to the CRA, along with the PLOI election, a copy of the agreement detailing the terms and conditions of the loan or indebtedness for which one single PLOI election is being filed for multiple amounts owing under that legal instrument.
This policy is also applicable in the determination of any late-filing penalty that may be applicable in respect of a PLOI election. This change responds to concerns raised by taxpayers that the requirement that one election be filed per advance could result in significant penalty assessments where late-filed elections are made in respect of revolving balance loans. Under the new administrative policy, only one late-filing penalty will be assessed on a late-filed PLOI election where the election is with respect to multiple amounts owing made under the terms of the same legal instrument. 
These changes are applicable in respect of both elections made under subsection 15(2.11) and 212.3(11) of the ITA and will apply to any valid late-filed elections processed after April 11, 2022, provided that all required information is provided.  
3. Retroactive relief for late-filed penalties in respect of revolving balance loans
The CRA is adopting an administrative position to apply the above described late-filed penalties relief retroactively. The retroactive relief will be available in respect of valid late-filed PLOI elections for multiple amounts owing under the terms of the same legal instrument, in cases where the normal reassessment period on the affected tax years is not statute barred. Taxpayers will need to request the penalty relief in writing to their tax centre.  
Updated guidance on making PLOI elections and on how to report PLOI interest income can be found at Understanding interest - Canada.ca.
