
 

 

 

Foreign Investment: 

Beware at Tax Time 

 
Executive summary 
Owning foreign investments directly can offer additional benefits, but some additional effort and 

cost might also be required. 

If you own foreign property and its cost basis exceeded $100,000 CDN at any point during the 

year, then you must file a T1135. This is also the case for corporations, partnerships and trusts 

holding foreign assets.  

Cost basis can be difficult to track as both the underlying cost of the security and the foreign 

exchange could potentially move in tandem to increase the Canadian value, offset one another, 

or cause the value to fall.  

Cost basis must be calculated daily over the course of the year, not just at year end. 

Additionally, the final number includes the value of ALL foreign holdings, each with their own 

cost basis and a different daily exchange rate for each foreign country involved.  

Failure to file a T1135 could result in a penalty of $1,000 per month to a maximum of twenty-

four months or $24,000 plus five percent of the asset’s cost basis that should have been 

reported. 

What you need to know  

You are required to report all specified foreign property in accordance with subsection 233.3(1) 

of the Act which includes:   

 Funds or intangible property (patents, copyrights, etc.) situated, deposited or held 

outside Canada 

 Tangible property situated outside of Canada 

 Share of the capital stock of a non-resident corporation held by the taxpayer or by an 

agent on behalf of the taxpayer 

 Interest in a non-resident trust that was acquired for consideration, other than an interest 

in a non-resident trust that is a foreign affiliate for the purposes of section 233.4 of the 

Act 

 Shares of corporations residing in Canada, held by you or for you outside Canada 

 Interest in a partnership that holds a specified foreign property unless the partnership is 

required to file a T1135   

 Interest in, or right with respect to, an entity that is a non-resident   

 Property that is convertible into, exchangeable for, or confers a right to acquire a 

property that is specified foreign property   

 Debt owed by a non-resident, including government and corporate bonds, debentures, 

mortgages, and notes receivable   

 Interest in a foreign insurance policy 

 Precious metals, gold certificates, and futures contracts held outside Canada 



 

 
 

 

Building on a Foundation of Trust 
FIND OUT HOW FORD KEAST WEALTH MANAGEMENT INC. CAN HELP YOU  

SUCCESSFULLY PLAN FOR YOUR FUTURE & REACH YOUR FINANCIAL GOALS  
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Specified foreign property DOES NOT include: 

 Property used or held exclusively in carrying-on an active business   

 Share of the capital stock or indebtedness of a foreign affiliate   

 Interest in a trust described in paragraph (a) or (b) of the definition of "exempt trust" in 

subsection 233.2(1) of the Act   

 Personal-use property as defined in section 54 of the Act   

 Interest in, or a right to acquire, any of the above-noted excluded foreign property 

In order to avoid making taxation errors, exercising caution and due-diligence is vital as each 

point mentioned above has its own clauses and exceptions.  

Addition information can be found on the CRA website. 

The bottom line 

Holding foreign investments is a great addition to any portfolio. However, being well-informed and 

working with an industry expert will help ensure you file all required forms properly, on time and 

without penalties. If you’re unsure whether to file a T1135, I encourage you to contact us for 

assistance. 

http://www.fordkeast.com/

