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WE RECEIVE CALLS 
FROM ALL OVER 
THE WORLD, AND 
FROM OUR CLI-
ENTS IN CANADA 

WHO JV WITH NON-RESIDENTS, 
REGARDING INVESTORS WHO 
OWN OR WANT TO SELL 
CANADIAN REAL ESTATE. 
They need help to ensure 
they stay onside with Canada  
Revenue Agency. 

Let’s talk about the different 
scenarios, either holding or sell-
ing real estate as a non-resident, 
or entering into a joint venture 
with a non-resident.

HOLDING CANADIAN 
REAL ESTATE 
INVESTMENTS AS A 
NON-RESIDENT

Withholding taxes

If a non-resident holds Canadian 
rental real estate, a 25% Canadian 
withholding tax is generally 
applied on the gross rents. The 
person paying the rents to the 
non-resident must remit this tax 
to the Canada Revenue Agency 
(CRA) on or before the 15th 
day of the month following the 
month the rental income is paid 
or credited to the non-resident. 
(The non-resident normally has 
an agent in Canada to collect the 
rents and remit the withholding 
tax, such as a property manager.)

Annual filings for CRA

Annually, the non-resident can 
file a Section 216 Return. This is 
basically a personal income tax 
return, but used to report only 
the net rental income relating to 
the Canadian rental properties. 
The net rental income is subject 
to tax at the graduated rates 
applicable to Canadian residents. 
However, the tax owing is re-
duced by the previously remitted 
25% withholding tax on the 
gross rents. Excess withholding 
tax is refunded through this re-
turn. Filing such a return is op-
tional and non-residents usually 
do this only when they are get-
ting a refund.

Gross rents vs. net rents 

The person responsible for remit-
ting the withholding tax must 
file an annual NR4 Return. This 
return identifies the amounts 
withheld from the gross rents 
and remitted to the CRA.

Alternatively, the non-resident 
can elect to have tax withheld on 
the net rental amount instead of 
on the gross rent. To do this, the 
non-resident and their Canadian 
agent files an NR6 Form. 
Generally speaking, the non-resi-
dent prepares an estimate of the 
expected gross rental income, ex-
penses and net income for each 
rental property. This estimate is 
included with the NR6 Form 
and filed with the CRA. 

If the CRA approves the NR6 
Form, the Canadian agent col-
lecting the rents on behalf of the 
non-resident can then withhold 
tax on the net rental income of 
each property identified in the 
calculation instead of on the 
gross income. Until the form 
is filed and accepted by the 
CRA, the agent will be required 
to withhold tax on the gross 

rents. Under this alternative the 
non-resident must file a Section 
216 Return within six months 
of the calendar year-end (i. e. by 
June 30).

Forms to Know

• NR4 – Statement of Amounts 
Paid or Credited to Non-
Residents of Canada

• NR6 – Undertaking to File an 
Income Tax Return by a Non-
Resident Receiving Rent From 
Real Property or Receiving a 
Timber Royalty

SELLING CANADIAN 
REAL ESTATE AS A 
NON-RESIDENT 

Just as there are tax reporting 
requirements for non-residents 
who hold Canadian real es-
tate, there are also tax issues 
when a non-resident disposes 
of a Canadian real estate rent-
al property. Non-residents 
must apply for a clearance 
certificate from the Canadian 
Revenue Agency by filing Form 
T2062, and Form T2062A. 
(These forms generally are 
prepared by the non-resident’s  
Canadian accountant.)

Withholding taxes  
& clearance certificates

The T2062 and T2062A forms 
calculate tax on the capital gain 
(Form T2062) and on any re-
capture (Form T2062A). The 
CRA must then approve the 
forms and issue a Clearance 
Certificate. Without these forms, 
the purchaser of the property is 
required to withhold 25% tax on 
the gross sale proceeds (50% in 
the case of depreciable property). 
When submitted to the CRA, 
they must include the Purchase/
Sales Agreement relating to the 
original purchase and to the cur-

rent sale, copies of previously filed 
Canadian tax returns (Section 
216 Returns), etc. just to men-
tion a few. If the CRA then issues 
a clearance certificate, which is 
provided to the purchaser, tax is 
withheld on the gain and on any 
recapture, instead of on the gross  
selling price.

More paperwork…

Any net rental income generated 
in the year of disposal is reported 
on a Section 216 return and the 
disposal of the rental property is 
reported on a different non-resi-
dent return. Any withholding 
tax paid, as calculated on the 
T2062A form, is credited on 
the Section 216 Return and 
any withholding tax paid, as 
calculated on the T2062 form, 
is credited on the non-resident 
return, to be offset against any 
tax otherwise payable on the re-
spective returns.

Not following these procedures 
can mean significant adverse 
tax consequences depending on 
the situation. These are general 
descriptions to give you an idea 
of what is involved. Be careful of 
the strict reporting requirements 
and deadlines.

Forms to Know

• T2062 – Request by a Non-
Resident of Canada for a 
Certificate of Compliance 
Related to the Disposition of 
Taxable Canadian Property

• T2062A – Request by a 
Non-Resident of Canada for 
a Certificate of Compliance 
Related to the Disposition of 
Canadian Resource or Timber 
Resource Property, Canadian 
Real Property (Other 
Than Capital Property) 
or Depreciable Taxable 
Canadian Property

“...non-residents do have some hoops to jump through  
for the CRA, and many do this with no troubles with  

the right advice from advisors.” 
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NON-RESIDENT  
JOINT VENTURES

Now, let’s talk about what 
happens when you have a joint 
venture with a non-resident of 
Canada. First off, we are talking 
about joint ventures that are not 
partnerships. Generally speaking 
the joint holding of rental real 
estate for investment purposes 
is considered a joint venture and 
not a partnership. The distinction 
is important because the taxation 
of partnerships is much more 
complex. Further, in the case of 
partnerships with non-resident 
partners, the withholding tax 
rules are more onerous and can 
impact all partners. We recom-
mend ensuring that you have a 
proper joint venture agreement 
to ensure that it is not considered 
a partnership.

In a joint venture, each co-ven-
turer separately reports his or her 
share of the gross income and 

expenses from the property. Each 
co-venturer claims capital cost 
allowance on his or her cost share 
of the depreciable assets without 
regard to what other co-ventur-
ers are claiming. Where the joint 
venture includes non-resident 
co-venturers, the rules for non-
residents discussed above apply, 
but only for the non-resident’s 
share of the joint venture. 

For example, if a non-resi-
dent owns a 50% interest in a 
Canadian rental property, the 
non-resident is subject to with-
holding tax on 50% of the gross 
rents (unless he or she elects to be 
taxed on the net rental income). 
Any Canadian members of the 
joint venture have no respons-
ibility for the non-resident’s 
withholding and reporting re-
quirements as long as any joint 
venture distributions for the 
benefit of the non-resident are 
made only to the non-resident’s  
Canadian agent.

GET THE  
RIGHT ADVICE... 
A CAUTIONARY TALE

As you can see, non-residents 
do have some hoops to jump 
through for the CRA, and many 
do this with no troubles with 
the right advice from advisors. 
However, from what we’ve 
learned from a very recent ex-
perience, please carefully weigh 
the “do-it-yourself ” or “hire 
an inexpensive advisor” plans. 
We recently started helping a 
client who was trying to save 
money by hiring a “cheaper” 
advisor and “learning” from 
them how to complete various 
filings so they could DIY the 
forms. As we work with the 
client trying to correct multiple 
problems, the Canada Revenue 
Agency is still sitting on their 
refunds while waiting for the 
appropriate and correct returns, 
refunds that are easily 30x the 
fees they would have had to pay 

to do it right in the first place. 
Imagine explaining this to  
your investors. 

Many of our clients are either 
non-residents, or have success-
ful joint ventures with non-
residents. The key is ensuring 
you follow the reporting require-
ments for tax purposes, in both 
Canada and the home country. 
Many choose to use Canadian 
corporations to own real estate 
to avoid many of the reporting 
requirements. However, there 
are still catches for you and 
your investors to consider, and 
the best advice is to talk with 
an advisor experienced with  
non-resident issues.

George E. Dube, CPA, CA, LPA is  
a veteran real estate investor and  
accountant (CPA). He has spoken,  
written various articles, and  
co-authored two books on real estate 
accounting. Reach George at  
georgedube@dubecuttini.com. 
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