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On 10 September 2025, the Canada Revenue Agency (CRA) released Information Circular
ICO0-1R7, Voluntary Disclosures Program, and GST/HST Memorandum 16-5-1, Voluntary
Disclosures Program (Applications Received On or After October 1, 2025), which overhaul
the Voluntary Disclosures Program (VDP) effective 1 October 2025.

The CRA's new VDP policy replaces the 2018 framework, as outlined in ICO0-1R6,
Voluntary Disclosures Program, and GST/HST Memorandum 16-5, Voluntary Disclosures
Program (2018 Policy), by relaxing the “voluntary” requirement, introducing a two-tier
relief model, and clarifying the CRA's documentation expectations.

Overview

The new policy applies to VDP applications received on or after 1 October 2025. ICO0-1R7
applies to income tax VDP matters, while GST/HST Memorandum 16-5-1 applies to VDP
matters relating to GST/HST, excise taxes, excise duties, the fuel charge, the luxury tax, the
underused housing tax, the digital services tax, tax under the Global Minimum Tax Act
(GMTA), the softwood lumber products export charge and the air travellers security charge.

Applications received prior to 1 October 2025 will be considered for VDP relief under the
2018 Policy.
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The key changes to the VDP can be summarized as follows:

Expanded eligibility: Applications will be considered not voluntary, and therefore not
eligible for relief under the VDP, only if an audit or investigation has been initiated
against the taxpayer or registrant (or a related taxpayer or registrant) in respect of the
disclosed information. Audits or investigations include those conducted by authorities
other than the CRA. Under the new VDP policy, taxpayers and registrants who receive
communications from the CRA about potential non-compliance issues may qualify for
relief under the VDP.

This change softens the more restrictive 2018 Policy, under which the CRA often would
not accept a VDP application from taxpayers or registrants who had been contacted by
the CRA.

Two tiers of relief: The new VDP policy replaces the existing “General Program™ and
“Limited Program” application streams with the following two tiers of relief:

General relief (unprompted application): Taxpayers and registrants who submit a
VDP application without receiving prior communication from the CRA about an
identified compliance issue related to the disclosure may qualify for 75% relief of
applicable interest and 100% relief of applicable penalties. An application made
following receipt of an education letter or notice offering general guidance related to
a particular topic will be considered unprompted.

Partial relief (prompted application): Taxpayers and registrants who submit a VDP
application following communication from the CRA about an identified compliance
issue related to the disclosure! may qualify for 25% relief of applicable interest and
up to 100% relief of applicable penalties. An application will also be considered
prompted if it is made after the CRA has received information from a third party
regarding the potential tax non-compliance.

The VDP continues to provide 100% relief of applicable penalties and interest for
applications involving GST/HST “wash transactions"? that qualify for reduced penalties
and interest under GST/HST Memorandum 16-3-1, Reduction of Penalty and Interest in
Wash Transaction Situations.

For all VDP applications that are eligible for relief, gross negligence penalties will not
apply and no referral for prosecution will be made on the disclosed issues.

! Communication may be written or verbal and can include letters or notices (excluding education
letters) that identify a specific error or omission on the taxpayer or registrant’s account, or contain a
deadline to correct an error or omission.

2 A wash transaction arises when a taxable supply (other than a supply taxable at 0%) is made and the
supplier does not remit net tax because the tax was not correctly charged and collected from a
registrant who would have been entitled to a full input tax credit had the tax been correctly applied.
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Under the 2018 Policy, taxpayers and registrants who qualify under the General Program
are generally only eligible for relief from penalties and 50% of the applicable interest. For
VDP applications concerning income tax, this partial interest relief was limited to
assessments for years preceding the three most recent years of returns required to be
filed. Under the Limited Program, no penalty and interest relief were available; however,
for all VDP applications eligible for relief under the 2018 Policy, gross negligence
penalties would not apply and no referral for prosecution would be made on the disclosed
issues.?

Broader statutory coverage: The new VDP policy in GST/HST Memorandum 16-5-1
expressly includes additional regimes, including the Underused Housing Tax Act (UHTA),
the Select Luxury Items Tax Act (SLITA), the Digital Services Tax Act (DSTA) and the
GMTA.

Clearer documentation scope: For VDP applications involving multiple years of non-
compliance, taxpayers and registrants should include supporting documents for the
following periods:

Foreign-sourced income or assets: The most recent 10 years

Canadian-sourced income or assets: The most recent six years

GST/HST-related information: The most recent four years
Documentation is not required for any taxation years or reporting periods within the
above periods that have no errors or omissions. Taxpayers and registrants should be

prepared to provide additional documents to the CRA upon request.

Process improvements: The CRA will release a simplified version of Form RC199,
Voluntary Disclosures Program (VDP) Application, on 1 October 2025.

Under the 2018 Policy for income tax matters, relief was subject to the 10-year limitation
period under subsection 220(3.1) of the Income Tax Act (ITA), and this limitation will continue
to apply to VDP applications accepted under the CRA's new policy. For VDP applications made
under GST/HST Memorandum 16-5-1, relief is provided in accordance with the limitation
periods for relief and interest found in the relevant Acts.

Comparison

The following table compares key details of the new VDP policy to the 2018 Policy:

3 In general terms, the Limited Program offers limited relief for applications disclosing non-compliance
involving intentional actions by the taxpayer or registrant. Applications by corporations with gross
revenue exceeding $250 million in at least two of their last five taxation years are generally considered
under the Limited Program.
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New VDP policy (ICO0-1R7;
GST/HST Memorandum 16-5-1)

2018 Policy (IC00-1R6;
GST/HST Memorandum 16-5)

Effective date

VDP applications received on or
after 1 October 2025.

VDP applications received
between 1 March 2018 and
30 September 2025.

Program structure

Two outcomes based on
voluntariness: Unprompted
(general) versus Prompted
(partial).

Two tracks (income tax):
General versus Limited (for
intentional conduct/large
corporations).

Three tracks (GST/HST):
General, Limited, and Wash
Transactions.

Voluntary standard

Not voluntary only where an
audit or investigation is initiated
against the taxpayer/registrant
(or arelated taxpayer/
registrant) on the identified
issue.

Education letters alone will not
compromise an unprompted
application.

Broader disqualifiers under
2018 Policy.

Routine CRA outreach (e.q.,
certain requests or sector
letters) could defeat
voluntariness.

Penalty relief
(income tax)

Unprompted: 100% of
applicable penalties.

Prompted: Up to 100% of
applicable penalties.

Relief subject to 10-year
limitation period
(ITA's. 220(3.1)).

No gross negligence penalties
on accepted disclosures.

General: Penalties cancelled
(subject to 10-year limitation
period).

Limited: No gross negligence
penalty but other penalties

apply.

Interest relief
(income tax)

Unprompted: 75% of applicable
interest.

Prompted: 25% of applicable
interest.

Relief subject to 10-year
limitation period
(ITAs. 220(3.1)).

General: 50% interest relief only
for years before the three most
recent (subject to 10-year
limitation period). No interest
relief for the three most recent
years.

Limited: No interest relief.
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Penalty and interest
relief (GST/HST)

Unprompted: 100% of
applicable penalties and 75% of
applicable interest.

Prompted: Up to 100% of
applicable penalties and 25% of
applicable interest.

Wash Transactions: 100% relief
(penalties and interest, per
GST/HST Memorandum 16-3-1,
Reduction of Penalty and
Interest in Wash Transaction
Situations).

General: 100% of applicable
penalties and 50% of applicable
interest.

Limited: No interest relief; only
gross negligence penalty
waived.

Wash Transactions: 100% relief
(penalties and interest, per
GST/HST Memorandum 16-3-1,
Reduction of Penalty and
Interest in Wash Transaction
Situations).

Documentation
expectations

6 years (domestic compliance
issues)

10 years (foreign-sourced
assets and income)

4 years (GST/HST/excise/other)

ICO00-1R6: “all relevant taxation
years”

GST/HST Memorandum 16-5:
For Wash Transactions and
General Program, 4 prior years;
for Limited Program, “all
relevant years"”

Payment of
estimated taxes

Estimated taxes owing must be
paid up front or a payment plan
must be requested (subject to
final approval by CRA
Collections).

Payment arrangements only
accepted where taxes cannot be
paid up front and taxpayer must
provide full financial disclosure
to support inability to pay.

Large corporations

No explicit revenue threshold in
new guidance.

Corporations and their related
entities with more than

$250 million in gross revenue in
at least two of last five years
generally processed under the
Limited Program.

Additional VDP
applications

A subsequent application may
be considered if circumstances
were beyond an applicant’s
control or issues relate to
different matters than prior
applications.

Second applications only
considered if circumstances are
beyond applicant’s control and
related to different matters than
a previous disclosure.

Coverage of other
statutes

GST/HST Memorandum 16-5-1
includes newer statutes (e.qg.,
UHTA, SLITA, DSTA, GMTA).

GST/HST Memorandum 16-5
does not include newer statutes.
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Key takeaways

The CRA's broadened view of when a VDP application is “voluntary” means that many
taxpayers and registrants who were ineligible for relief under the 2018 Policy may now
qualify for relief under the new VDP policy.

The new VDP policy provides stronger incentives to make an application for relief. These
include the ability to obtain more generous relief of applicable interest for unprompted
applications and the ability to obtain partial relief of applicable interest and discretionary
relief of applicable penalties for prompted applications, which generally would not have been
eligible for any relief under the 2018 Policy.

Finally, the CRA's clarified guidance on what documents to include in a VDP application, and
the simplified Form RC199, will be welcome for taxpayers and registrants considering making
an application under the VDP.

Next steps

Leverage pre-disclosure discussions: The anonymous, informal and non-binding pre-
disclosure channel continues to be available. Taxpayers and registrants may wish to
participate in preliminary discussions with the CRA to gauge their eligibility for the VDP
and the potential relief available.

Triage non-compliance issues now: Taxpayers and registrants who have not yet received
communication from the CRA about an identified compliance issue should consider filing
a VDP application before receiving any letter or notice that could disqualify them from
general (unprompted) relief.

Gather documentation in accordance with the new requirements: The revised Form

RC199 will be available as of 1 October 2025. Processes should be implemented to
produce the documents for the relevant years expeditiously.

Learn more

For more information, contact your EY or EY Law advisor or one of the following
professionals:

Adrienne Woodyard
+1 416 943 4541 | adrienne.woodyard@ca.ey.com

Jadys Bourdelais
+1 514 879 6380 | jadys.bourdelais@ca.ey.com

Kim Cledera
+1 416943 2285 | kim.cledera@ca.ey.com
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Selena Ing
+1 416 943 4567 | selena.ing@ca.ey.com

Jonathan Ip
+1 403 206 5409 | jonathan.ip@ca.ey.com

Jasmine Jolin
+1 514 874 4302 | jasmine.jolin@ca.ey.com

Scott Joly
+1 403 206 5604 | scott.joly@ca.ey.com

Marc Lesage
+1 514 874 4449 | marc.lesage@ca.ey.com

Neil Mather
+1 780 638 5869 | neil.mather@ca.ey.com

David D. Robertson
+1 403 206 5474 | david.d.robertson@ca.ey.com

Evelyn Tang
+1 403 206 5308 | evelyn.tang@ca.ey.com

Lindsay Turcotte
+1514 879 2751 | lindsay.turcotte@ca.ey.com
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EY | Building a better working world

EY is building a better working world by creating new value
for clients, people, society and the planet, while building
trust in capital markets.

Enabled by data, Al and advanced technology, EY teams
help clients shape the future with confidence and develop
answers for the most pressing issues of today and
tomorrow.

EY teams work across a full spectrum of services in
assurance, consulting, tax, strategy and transactions.
Fueled by sector insights, a globally connected,
multidisciplinary network and diverse ecosystem partners,
EY teams can provide services in more than 150 countries
and territories.

All'in to shape the future with confidence.

EY refers to the global organization, and may refer to one or
more, of the member firms of Ernst & Young Global Limited,
each of which is a separate legal entity. Ernst & Young
Global Limited, a UK company limited by guarantee, does
not provide services to clients. Information about how EY
collects and uses personal data and a description of the
rights individuals have under data protection legislation are
available via ey.com/privacy. EY member firms do not
practice law where prohibited by local laws. For more
information about our organization, please visit ey.com.

About EY's Tax Services

EY's tax professionals across Canada provide you with deep
technical knowledge, both global and local, combined with
practical, commercial and industry experience. We offer a range
of tax-saving services backed by in-depth industry knowledge.
Our talented people, consistent methodologies and unwavering
commitment to quality service help you build the strong
compliance and reporting foundations and sustainable tax
strategies that help your business achieve its potential. It's how
we make a difference.

For more information, visit ey.com/ca/tax.

About EY Law LLP

EY Law LLP is a national law firm affiliated with EY in Canada,
specializing in tax law services, business immigration services
and business law services.

For more information, visit eylaw.ca.

About EY Law's Tax Law Services

EY Law has one of the largest practices dedicated to tax
planning and tax controversy in the country. EY Law has
experience in all areas of tax, including corporate tax, human
capital, international tax, transaction tax, sales tax, customs and
excise.

For more information, visit http://www.eylaw.ca/taxlaw

© 2025 Ernst & Young LLP. All Rights Reserved.
A member firm of Ernst & Young Global Limited.

This publication contains information in summary form, current as of the
date of publication, and is intended for general guidance only. It should
not be regarded as comprehensive or a substitute for professional advice.
Before taking any particular course of action, contact EY or another
professional advisor to discuss these matters in the context of your
particular circumstances. We accept no responsibility for any loss or
damage occasioned by your reliance on information contained in this
publication.
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