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No part of this work m a y be reproduced orcopied in any form orby any
m eanswithoutthe written perm ission ofDiane Gaudon, FCPA , FCGA .

The m aterialcontained in the bookletism eantonly asa guide. The intent
of this booklet is to heighten awareness of issues and not to cover all
issues in detail. The inform ation contained in this m aterial is based on
currently available legislation and adm inistrative m aterial supplied by the
federal and provincial governm ents. Future changes to the Income Tax
Act a nd Excise Tax Act, regulations, orinterpretative policy orprovincial
legislationscould affectthe inform ation contained in thisbooklet.

Thispublication isproduced with the understanding thatthe authorisnot
responsible for any errors or om issions or actions taken based on this
inform ation.

Should you require assistance with respect to GST/H ST com pliance,
recovery orany other sales tax issue, please feel free to contact m e by
em ail atdiane@ sim plysalestax.com .
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Agenda

• W hat’s new ?

• GST and HST som e applicationru les

• GST and HST place-of-su pply rules

• Com m ercialrealproperty

• Generalrecovery ru les

• Som e otherissu es

• Reim bursem ents to non-em ployees

• Foreigncurrency conversions

• GST/ HST and taxable benefit rem ittance overview
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S I M P L I F I E D
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What’s New?

• CRAau dit u pdate

• Lots ofGST/HST audit activity

• Effective J u ly 1, 2018

• Ontario recaptured inpu t taxcredit phased-ou t

• Effective J anu ary 1, 2019

• QST large bu siness restrictionphase-ou t continues

• J anu ary 1, 2018 – 75% restriction

• J anu ary 1, 2019 – 50% restriction
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What’s New?

• Departm ent ofFinance annou ncem ent

• 2019 Au tom obile Deduction Lim its and Expense Benefit Rates for
Bu siness

• Incom e tax-exem pt allow ances paid by em ployers to em ployees for u se of
theirpersonalvehicle forbu siness pu rposes

• 58 cents per kilom etre for the first 5,000 kilom etres driven ( 2 cent
increase)

• 52 cents perkilom etre foreach additionalkilom etre

• Au tom obile operating expense - prescribed rate to determ ine taxable benefit
relating to personalportionpaid by em ployeris 26 cents perkilom etre.

• For taxpayers em ployed principally in selling or leasing au tom obiles, the
prescribed rate is 28 cents perkilom etre
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What’s New?

• J u ne 27, 2018 – CRA changes for pu rchasers of carbonem ission
allow ances ( inclu ding those traded incap-and-trade system s)

• Purchaseris required to self-assess ( new subsection221( 2.1))

• Self-assess and claim inpu t taxcredit is eligible

• Note: The initial su pply of em ission allow ances by a governm ent entity
rem ains generally exem pt

• If tax charged in error by supplier, ask for credit note to correct, cannot
claim a taxpaid inerrorrebate u ndersection261
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What’s New?

•Quebec Sales Tax( QST)

• Qu ebec confirm s bu dget annou ncem ent to phase-ou t large
bu siness inpu t taxrefu nd restrictionbeginning J anu ary 1, 2018

• 100% restrictiononspecified expenses to be phased-ou t as follow s

• 75% restriction2018

• 50% restriction2019

• 25% restriction2020

• J anu ary 1, 2021 com pletely phased-ou t

• Qu ebec new 2019 registrationru les ( revenue inQuebec over$30,000)

• Effective J anuary 1, 2019 - Non-resident bu sinesses located ou tside
of Canada that sell services and intangibles to specified Quebec
consu m ers

• Effective Septem ber 1, 2019 - Canadianbu sinesses located ou tside
Quebec that sell taxable goods, intangibles or services to specified
Quebec consu m ers inQuebec

• Go to Revenue Quebec w ebsite for m ore inform ation
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Tax rates as of April 1, 2017

5% GST

7%
RST

13% HST

15% HST

BC

AB

SK

MB ON

QC

NT

NL

NS

YT

NU

9.975% QST

6% RST

8% RST

PE

NB
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GST/HST

SOME APPLICATION RULES
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Place of supply rules

• Determ ining the taxrate – Zero-rated or GST orHST?

Step 1 - Determ ine type of
taxable su pply

Tangible personalproperty,services,
intangible personalproperty,realproperty

Step 2 – Use place of su pply
ru les to determ ine taxrate

1 - G ST Place OfSupply
- determ ine ifsu pply is
m ade inCanada

- Supply m ade inCanada – G ST applicable

- Supply m ade ou tside Canada – no G ST
applicable ( zero-rated)

2 – HST Place OfSupply

- determ ine ifsu pply is
m ade inanHST province

- Supply m ade inHST province – HST
applicable

This table has beenover-sim plified for illu strationpurposes
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GST place of supply rules

• Determ ine ifsu pply is m ade inorou tside Canada

This table has beenover-sim plified for illu strationpurposes

Type of Supply Location of supply

G oods Locationw here goods are delivered or m ade
available to recipient

Services Location( s) w here allorpart of the service is
perform ed

Intangible personalproperty Location( s) w here intangible personal
property canbe u sed

Realproperty Locationw here realproperty is situ ated

S I M P L I F I E D
Sales Tax Training2019 GST/ HST/ QST Update

J anuary 2019
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HST place of supply rules

• Determ ine if su pply is m ade in or ou tside a participating
province ( TIB B-103)

Type of Supply Place of supply

G oods – sales and
rentals ofless than4
m onths

Province w here goods are delivered or m ade
available to recipient

G oods – leases of m ore
than3 m onths

Province w here goods are u sed or ordinary location
ofgoods at com m encem ent oflease interval

Services Recipient's address, province m ost closely
connected w ith su pply orprovince w here m ost of
service is perform ed

Intangible personal
property

Province w here IPP canbe u sed,physical location
w here purchased or recipient's address

Realproperty Province w here realproperty is situ ated

This table has beenover-sim plified for illu strationpurposes
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HST place of supply rules –sale of goods

• Determ ining province ofdelivery

Legal delivery
GST place-of-supply rules

Deemed delivery
HST and QST place-of-supply rules

•Supply m ade inprovince w here
su pplierdelivers or m ak es property
available to the recipient
•Actualand constructive delivery

•Referto the shipping term s inthe
sales agreem ent

•HST purposes only
•Supplierships property to province

specified incontract forcarriage
•Supplierretains ( negotiates shipping

contract) com m oncarrier onbehalf
ofrecipient to ship property ( does
not m atter w ho pays the com m on
carrier)

•Suppliersends property by m ailor
courierto anaddress inthat
province

This table has beenover-sim plified for illu strationpurposes
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Sale of commercial real property

• Com m ercialrealproperty sales are taxable

• Specialrules - Reverse collectionrule

• Applies to m ost com m ercialrealproperty contacts

• Pu rchases ofland and bu ildings

• Exclu des considerationpaid forrealproperty constru ctionservices

• Taxis generally, rem itted by the G ST registered pu rchaser and not su pplier
w henthe pu rchaseris a G ST registrant

• Paying G ST to the su pplier does not relieve pu rchaser of the self-
assessm ent requ irem ent

• Taxis calculated onthe considerationw hich is

• Selling/ purchaseprice plu s any adju stm ents

• M ay include fu rnishings inclu ded in pu rchase price, adju stm ent for rental
incom e,etc.

• Report taxand claim inpu t taxcredit

• Report taxonline 205 ( this is m andatory)

• Claim ITC ifeligible w ith otherITCs
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GST/HST

GENERAL RECOVERY RULES
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General recovery rules

• Before anITC canbe claim ed certainconditions m u st be m et

• M u st be a GST registrant

• Tax paid business inpu ts m u st be acquired or im ported for
consu m ption, u se or supply in the course of a person’s
com m ercialactivities

• Use apportionm ent ru les to determ ine percentage ofrecover

• Docu m entationrequirem ents

• Recipient ofthe supply

• Tim e lim itation

• Restrictions and lim itations
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Commercial activity

TAXABLE SUPPLIES EXEMPT SUPPLIES

Taxable supplies
5%, 13%, 14%, 15%

Zero-rated
supplies –0%

No tax

Com m ercialactivity
No com m ercial activity

Inpu t taxcredits available to recover tax
paid oninpu ts by registrants

No inpu t taxcredits
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Information required
Sale

less than
$30

Sale

$30 to
$149.99

Sale

$150 and
over

Nam e of su pplier ( or interm ediary)   

Date ofinvoice orpaid   

Totalam ount ofinvoice or paid   

Am ount oftaxcharged1/ taxstatu s  

Valid su pplier’s G ST/QST nu m ber  

Purchaser’s nam e 

Descriptionofproperty orservice 

Term s ofpaym ent 

Documentation requirements

• ITC docu m entationrequ irem ents are m andatory

• Not voluntary

1 Report the G ST and QST / PST separately
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General tax recovery rules

• Valid GST registration nu m ber m u st be obtained from the
su pplier

• Confirm su pplier’s GST/HST account nu m beronthe CRA’s w ebsite

• G ST/ HST Registry

• Spelling ofrecipient’s nam e oninvoice m u st be correct

• Correct spelling of“billto” nam e m ay be anaudit issue

• Forexam ple,ACom pany versu s ALtd.

• Consider the u se of pu rchase orders and contracts to avoid confu sionw hen
com pany nam es are sim ilar
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GST/HST recovery limitations for all businesses

General Restrictions

100% restriction 50% restriction*
Other

restrictions

Clu b du es

Hom e office

Au tom obiles
M eals and

entertainm ent

Personalu se

Unreasonable
expenses

Large bu sinesses
inON and PE

* Exclu des charities and public institu tions
and there are som e exem ptions
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GST/HST

OTHER ISSUES
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Reimbursements to non-employees

• Consu ltants,contractors,retirees,em ployees from U.S.,form er
em ployees, relatives

Non-GST registrant
• Cannot charge taxbecau se they are

not registered to charge G ST

• Therefore,no taxis charged

• Resu lting inno taxrecovery

• Receipts attached are irrelevant
becau se non-registrant is recipient
ofsu pply

GST Registrant
• Supplierm u st charge taxonsupply

and allou t-of-pocket expenses and
reim bursem ents, inclu ding flat rate
allow ances ( e.g ., m eals or m ileage)
and surcharges

This table has beenover-sim plified for illu strationpurposes
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Reimbursements to non-employees

Non-GST registrant

HST is included inexpenses

- No G ST/ HST is recoverable becau se no
taxis charged

GST Registrant

This table has beenover-sim plified for illu strationpurposes

C ons u lting s ervic es

S ervic e fee $1 , 0 0 0 . 0 0

Expens es

s tationary $ 20 0 . 0 0

mileage $ 50 . 0 0

meals $ 10 0 . 0 0

s u b-total $1 , 350 . 0 0

HST $ 175.50

Total $1 , 525. 50

C ons u lting s ervic es

S ervic e fee $1 , 0 0 0 . 0 0

Expens es

s tationary $ 226. 0 0

mileage $ 56. 50

meals $ 113. 0 0

Total $ 1 , 395. 50
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Foreign currency conversions

• New pu blicationreleased J u ly 2018

• GST M em oranda 3.6, Conversion of Foreign Currency

• Use exchange rate onday

• Supply w as paid or

• Currency w as acquired or

• Use m onthly average ( Bank ofCanada average rate)

• M ethod m u st be u se consistently forfu llfiscalperiod

Non-legal currencies

• Non-legalcu rrencies ( cryptocu rrencies, Bitcoins)

• CRA has stated transactions involving paym ent by non-legal
currencies are treated as a bartertransaction

• Sale ofnon-legalcurrencies are subject to GST/HST ( FM V at tim e of
sale)

• Treated as intangible personalproperty
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GST/HST

AND TAXABLE BENEFIT

OVERVIEW
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Taxable benefit remittances

• Som e taxable benefits requ ire the em ployerto m ake a GST/ HST
rem ittance

• Exam ples

• Em ployerprovided vehicle ( stand-by charge and operating cost)

• Personalu se ofem ployerprovided cellphone

• Free parking

• Sporting event tickets ( ifnot included ingift and aw ard benefit)

• GST/ HST rem ittance to the CRA m ay be requ ired and G ST/ HST
is to be added to taxable benefit am ou nt reported as
em ployee’s taxable incom e onthe T4
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Taxable benefit
remittance rates for 2018

Non-HST
provinces

NS, NB
& NL

ON QC PE

Automobile operating costs

• Sm all- and m ediu m -sized
bu sinesses

3% 11% 9% 6% 11%

• Large bu sinesses1 3% 11% 8.4%2* 1.5%5* 7.8%4*

Automobile standby charges

• Sm all- and m ediu m -sized
bu sinesses

4/ 104 14/ 114 12/ 112
9.975/
109.975

14/ 114

• Large bu sinesses forHST
purposes 1

• QST only – restricted
au tom obile and other
QST restricted expenses

4/ 104 14/ 114 10/ 1103

9.975/
109.975
x25%6*

Vehicle
purchased
priorto

4/ 1/ 18 4/ 104
after3/ 31/ 18

6.5/ 106.5*

Other benefits 4/ 104 14/ 114 12/ 112
9.975/
109.975

14/ 114

2018 GST/HST and QST remittance rates

* W illc hange in 20 19
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2019 Upcoming Webinars

• Check m y w ebsite fortaxu pdates and u pcom ing w ebinars

• GST/HST administrative issues –JANUARY 17

• Understanding the basis about GST/HST –FEBRUARY 20

• GST/HST and invoicing issues –MARCH 20

• Federal and provincial budgets update –APRIL 17

• GST/HST issues for charities and non-profit organizations –MAY 16

• GST/HST and commercial vs residential real property –JUNE 19

• PST overview –SEPTEMBER 18

• GST/HST and recovery issues –OCTOBER 16

• GST/HST place-of-supply rules –NOVEMBER 20

• GST/HST and taxable benefits (2 HOURS) –DECEMBER 11

• Register at

simplysalestax.com
Sign up for tax updates, free newsletter and webinar announcements
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Thank you and

Happy Taxing

Diane Gau don, FCPA, FCGA
Specializing inGST/ HST/ QST Training and Advice

diane@ sim plysalestax.com

Visit sim plysalestax.com forinform ationregarding
u pcom ing training sem inars and im portant sales tax

annou ncem ents .


