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NOTE:  In  th is  publ icat ion,  the text  inser ted between square brackets 
represents the regular  pr int  in format ion.  

What's New? 

New services 
GST/HST Registry  –  You can now ver i fy  i f  a  suppl ier  provided you 
wi th a val id  GST/HST number by us ing our  new onl ine GST/HST 
Regist ry .  To use i t ,  v is i t  our  Web page at  
www.cra.gc.ca/gsthstregistry.  

My Business Account  –  The Canada Revenue Agency 's  (CRA's)  
new onl ine serv ice provides you wi th convenient  and secure access 
to a growing range of  personal ized business account  in format ion 
and serv ices.  Vis i t  our  Web s i te at  the fo l lowing address for  more 
informat ion:  www.cra.gc.ca/mybusinessaccount.  

GST/HST NETFILE and TELEFILE changes  –  Beginning in October 
2007,  we p lan to be able to process GST/HST returns f i led using 
GST/HST NETFILE and TELEFILE that  have a balance owing.  I f  you 
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are e l ig ib le to f i le  your  return using GST/HST NETFILE or  
TELEFILE and do so,  make sure to use new Form RC158,  GST/HST 
NETFILE/TELEFILE REMITTANCE VOUCHER,  to remit  any amount  owing 
on that  return.  Do not use the remittance part  of  your GST/HST 
return to make your payment i f  you f i le using NETFILE or 
TELELFILE.  See "How to f i le  your return and remit  any amount  
owing" on page 119 [24]  for  more informat ion.  

New remittance forms 
The fo l lowing new forms replace Form GST58,  Goods and Serv ices 
Tax/Harmonized Sales Tax (GST/HST) Remit tance,  and 
Form GST426,  Goods and Serv ices Tax/Harmonized Sales Tax 
(GST/HST) Remit tance (non-personal ized) :  

RC158, GST/HST Netf i le/Telef i le Remittance Voucher  –  Beginning 
in October 2007,  use th is  form to remit  any amount  you owe on a 
return you f i led using GST/HST NETFILE or  TELEFILE. See 
page 122 [24]  for  more informat ion.  
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RC159, GST/HST Amount Owing Remittance Voucher  –  Use th is  
form to remit  any amounts you may owe af ter  we assess or  
reassess your return.  See "Af ter  you f i le"  on page 132 [26]  for  more 
informat ion.  

RC160, GST/HST Interim Payments Remittance Voucher  –  Use 
th is  form to make your insta lment  payments.  You wil l  not 
automatical ly receive this form for your next instalment 
payment unless you make the current one.  See "How to make 
insta lment  payments"  on page 149 [29]  for  more informat ion.  

RC177, GST/HST Balance Due Remittance Voucher  –  Use th is  
form to remit  any amount  owing on your annual  GST/HST return i f  
you are an indiv idual  whose remit tance is  due by Apr i l  30 but  your 
return is  not  due unt i l  June 15.  See "Are you a sole-propr ietor  
whose annual  GST/HST return is  due by June 15?" on 
page 124 [24]  for  more informat ion.  

New account statements 
Statement of  Arrears  –  Beginning Apr i l  10,  2007,  we wi l l  send you 
th is  s tatement for  the months in which there is  any act iv i ty  in  your 
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GST/HST account .  I f  you owe any amounts on your GST/HST 
account ,  we wi l l  a lso send you Form RC159,  GST/HST AMOUNT 
OWING REMITTANCE VOUCHER,  to make your payment wi th.  See 
"Af ter  you f i le"  on page 132 [26]  for  more informat ion.  

Statement of  Interim Payment  –  Beginning Apr i l  10,  2007,  we wi l l  
send you th is  s tatement af ter  every insta lment  payment you make 
to conf i rm we received your payment.  Your statement wi l l  come wi th 
two copies of  Form RC160,  GST/HST INTERIM PAYMENTS 
REMITTANCE VOUCHER.  One copy is  for  your  next  insta lment  payment 
and the other  is  for  you to keep in  case you need i t  for  a future 
remit tance.  Note that  the terms " insta lment  payment"  and " inter im 
payment"  are interchangeable.  See "STATEMENT OF INTERIM 
PAYMENT" on page 151 [29]  for  more informat ion.  

Penalty, interest,  and refund changes 
On Apr i l  1 ,  2007,  changes to the law wi l l  change the way we apply 
penal t ies and interest  and administer  refunds as fo l lows:  
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Penalt ies  –  A penal ty  wi l l  apply i f  you f i le  a return late,  unless the 
return has a $0 balance or  we owe you a refund on that  return.  
A penal ty  wi l l  no longer apply on late remit tances.   

Interest  –  Interest  wi l l  be calculated d i f ferent ly .  This appl ies to 
in terest  we may owe you on refunds and rebates and to in terest  you 
may owe us i f  you have a balance owing.  For  more informat ion,  see 
page 135 [26] .   

Refund holds  –  I f  you have to f i le  any returns under the EXCISE 
TAX ACT,  the INCOME TAX ACT,  the EXCISE ACT,  2001,  or  the AIR  
TRAVELLERS SECURITY CHARGE ACT,  but  have not  done so,  any 
GST/HST refund or  rebate you are ent i t led to wi l l  be held unt i l  a l l  o f  
the outstanding returns are f i led.   

Automatic offset  of  refunds – Any GST/HST refund or  rebate to 
which you are ent i t led wi l l  automat ical ly  be held to pay any 
outstanding amounts you owe under the EXCISE TAX ACT,  the 
INCOME TAX ACT,  the EXCISE ACT,  2001,  or  the AIR  TRAVELLERS 
SECURITY CHARGE ACT.  Any d i f ference wi l l  then be refunded to you.  
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Before you start 
Is this guide for you? 
I f  you own and operate a business in Canada,  you need to know about  
the goods and serv ices tax (GST) and the harmonized sales tax 
(HST).  This guide provides general  in format ion such as how to col lect ,  
record,  calculate,  and remit  GST/HST. I t  a lso inc ludes l ine-by- l ine 
inst ruct ions to help you complete your GST/HST return.  

This guide does not  provide deta i led informat ion that  may apply to 
non-residents and cer ta in businesses such as f inancia l  inst i tu t ions,  
tour  operators,  bui lders,  and land developers.  I t  does not  cover the 
specia l  ru les,  exempt ions,  and rebates that  apply to publ ic  serv ice 
bodies.  We have other  guides,  pamphlets,  and bul le t ins that  provide 
informat ion to speci f ic  businesses and organizat ions.  For  a complete 
l is t  of  forms,  guides,  and pamphlets,  see Appendix 2 on 
page 277 [53] .  
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Terms we use in this guide 
See Appendix 1 on page 272 [52]  for  a g lossary that  expla ins some of  
the terms we use in th is  guide.   

Internet 
You can now f ind GST/HST informat ion for  your  type of  business or  
operat ion by v is i t ing our  Web s i te at  www.cra.gc.ca/gsthst.  You may 
want  to bookmark th is  address for  easier  access to our  Web s i te in  
the future.  

How to contact us 
I f  you need more informat ion about  GST/HST, cal l  us at  
1-800-959-5525.  

Forms and publications 
Throughout  th is  guide,  you wi l l  f ind references to other  publ icat ions 
and forms.  We have provided a l is t  of  these in Appendix 2.   
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Many of  our  forms and publ icat ions are avai lable on our  Web s i te at  
www.cra.gc.ca.  You can a lso order  most  of  our  publ icat ions and 
forms by cal l ing us at  1-800-959-2221.  However,  i f  you need to order  
a personal ized remit tance form, see the next  sect ion.   

Ordering personalized remittance forms 
Effect ive Apr i l  10,  2007,  Form GST58,  GOODS AND SERVICES TAX/  
HARMONIZED SALES TAX (GST/HST) REMITTANCE,  and Form GST426,  
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST) 
REMITTANCE (NON-PERSONALIZED) wi l l  be replaced by the fo l lowing 
personal ized remit tance forms:  

• RC159, GST/HST Amount  Owing Remit tance Voucher;  

• RC160, GST/HST Inter im Payments Remit tance Voucher;  and 

• RC177, GST/HST Balance Due Remit tance Voucher.  

These new remit tance forms are not  avai lable on our  Web s i te as we 
can only provide them in a pre-pr inted format.  However,  you can order  
these forms using one of  the fo l lowing opt ions:  
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• I f  you have a Government of  Canada epass,  you can order  them 
onl ine at  the fo l lowing address:  
www.cra.gc.ca/mybusinessaccount.   

• You can order  them onl ine at  www.cra.gc.ca/requests-business  
(you do not  need an epass to use th is  opt ion) .   

• You can cal l  us to order  them at  1-800-959-5525.  

Note 
Changes p lanned in October 2007 wi l l  enable us to accept  GST/HST 
returns f i led using GST/HST NETFILE and TELEFILE that  have an 
amount  owing.  Form RC158,  GST/HST NETFILE/TELEFILE  REMITTANCE 
VOUCHER,  wi l l  become avai lable in October 2007  to  correspond wi th 
these p lanned changes.  

Teletypewriter users 
I f  you have a hear ing or  speech impairment  and use a te letypewr i ter ,  
you can cal l  our  b i l ingual  enquiry serv ice at  1-800-665-0354  dur ing 
regular  business hours.  
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Direct deposit 
I f  you are expect ing refunds or  rebates when you f i le  your GST/HST 
returns,  you can complete and send us Form GST469,  D IRECT DEPOSIT  
REQUEST.  This is  a safe,  convenient ,  dependable,  and t ime-saving 
method of  receiv ing your GST/HST refunds and rebates.  

Proposed changes 
This guide inc ludes proposed changes to GST/HST legis lat ion and 
regulat ions that  have been announced but  were not  law when we 
pr inted th is  guide.  Once they become law, we wi l l  apply the changes 
beginning on the announced ef fect ive date.  

GST/HST and Quebec 
In  Quebec,  Revenu Québec adminis ters GST/HST. I f  the physical  
locat ion of  your  business is  in  Quebec,  contact  Revenu Québec,  
at  1-800-567-4692.  A lso,  see the Revenu Québec publ icat ion GENERAL 
INFORMATION CONCERNING THE QST AND THE GST/HST. 
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First Nations taxes (FNGST and FNT) 
The Fi rs t  Nat ions goods and serv ices tax (FNGST) is  a tax that  
replaces GST on the lands of  F i rs t  Nat ions who have imposed the 
FNGST. 

The Fi rs t  Nat ions tax (FNT) is  a tax on the sale of  l is ted products on 
some First  Nat ions reserves.  The Canada Revenue Agency (CRA) 
administers FNGST and FNT on behal f  of  the Fi rs t  Nat ions.  I f  you 
need more informat ion on Fi rs t  Nat ions taxes,  see Booklet  RC4365,  
F IRST NATIONS GOODS AND SERVICES TAX (FNGST),  and Booklet  
RC4072,  F IRST NATIONS TAX (FNT).   

Small business seminars 
To help you comply wi th GST/HST, we of fer  a GST/HST new regist rant  
workshop,  and GST/HST seminars.  These cover topics such as who 
has to register ,  what  is  taxable,  exempt,  and zero-rated,  how to 
col lect  and remit  GST/HST, and how to f i le  your GST/HST returns.   

Vis i t  our  Web s i te at  www.cra.gc.ca/events  to  f ind out  what  
workshops and seminars are being of fered in your area and to f ind out  
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the locat ion.  You can a lso cal l  us at  1-800-959-5525  for  more 
informat ion.  I f  you are in Quebec,  contact  Revenu Québec 
at  1-800-567-4692.  

Excise and GST/HST News 
As a GST/HST regist rant ,  you may want  to rev iew the quarter ly  issues 
of  the GST/HST NEWS, which d iscuss d i f ferent  issues that  concern a 
var iety of  GST/HST regist rants.  You can a lso subscr ibe to our  
quarter ly  newslet ter  by emai l .  Our newslet ters and informat ion on how 
to become a subscr iber  can be found on our  Web s i te at  
www.cra.gc.ca/tax/technical /gsthst-e.html.  

Representatives 
You can author ize a representat ive,  such as your accountant ,  to  get  
in format ion about  your  GST/HST matters by complet ing and sending 
us Form RC59, BUSINESS CONSENT FORM.  

You must  c lear ly  indicate that  you are author iz ing the representat ive 
to contact  us regarding your GST/HST account .  We wi l l  a lso accept  a 
le t ter  s igned by an owner that  provides the same informat ion as 
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requested on the form. We wi l l  only g ive informat ion to your 
representat ive af ter  we are sat is f ied that  you have author ized us to do 
so.  

Problem Resolution Program 
Our Enquir ies staf f  is  commit ted to resolv ing your tax-re lated 
problems by g iv ing you accurate,  t imely,  courteous,  fa i r ,  and 
conf ident ia l  answers to your quest ions.  However,  i f  a  problem cannot  
be resolved,  you can contact  the Problem Resolut ion Program of  your 
tax serv ices of f ice.  

Our goal  under th is  program is  to resolve the problem wi th in 
15 work ing days.  I f  we cannot  do so (such as i f  your  case is  complex) ,  
a representat ive wi l l  contact  you to  conf i rm that  we are work ing on the 
problem, to d iscuss i t  fur ther  ( i f  necessary) ,  and to le t  you know when 
we expect  to resolve i t .  

GST/HST electronic fi l ing and remitting 
You may be e l ig ib le to f i le  your return e lectronical ly  us ing GST/HST 
NETFILE or  TELEFILE. Changes p lanned in October 2007 wi l l  enable 



–  14  –  

us to accept  returns f i led using GST/HST NETFILE and TELEFILE that  
have an amount  owing.  This means that  you may now be e l ig ib le to 
f i le  us ing NETFILE and TELEFILE i f  you were not  before.  See 
"Opt ion 3 – us ing GST/HST NETFILE and TELEFILE" on page 122 [24]  
for  more informat ion.  

You may also be able to f i le  returns and make remit tances 
e lectronical ly  through a par t ic ipat ing f inancia l  inst i tu t ion.  See 
"Opt ion 4 – us ing Electronic Data Interchange (EDI)"  on page 124 [24]  
for  more informat ion 

You can a lso v is i t  our  Web s i te at  www.cra.gc.ca  and c l ick on 
"E-serv ices" at  the top of  the page,  or  contact  your f inancia l  
inst i tu t ion,  to f ind out  more about  these e lectronic f i l ing and remit t ing 
opt ions.  

My Business Account 
Our newest  onl ine serv ice provides convenient  and secure access to  
a growing range of  personal ized business account  in format ion and 
serv ices.  Using the Onl ine Requests for  Business opt ion of fered 
through My Business Account ,  you can request  the fo l lowing:  
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• changes to your mai l ing inst ruct ions;  

• payment searches;  

• in terest  rev iews;  

• credi t  t ransfers;  

• addi t ional  remit tance forms;  and 

• copies of  not ices and statements.   

To use My Business Account ,  you need a Government of  Canada 
epass.  For  more informat ion and to apply for  your Government of  
Canada epass,  v is i t  our  Web page at  
www.cra.gc.ca/mybusinessaccount.  

GST/HST rulings and interpretation service 
Regist rants and other  in terested par t ies may request  a ru l ing or  
in terpretat ion on how the re levant  GST/HST legis lat ion appl ies to a 
speci f ic  t ransact ion for  thei r  operat ions.  This serv ice is  provided f ree 
of  charge.  For  more informat ion,  see GST/HST Memoranda 1.4,  
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EXCISE AND GST/HST RULINGS AND INTERPRETATIONS SERVICE,  or  
contact  us at  1-800-959-8287.  

False GST/HST exemptions 
Some indiv iduals,  businesses,  and organizat ions are fa lsely c la iming 
to be exempt f rom paying GST/HST. In some cases,  they may even 
present  a fake exempt ion card to avoid paying the tax on thei r  
purchases.   

I f  you do not  col lect  GST/HST f rom someone who fa lsely c la ims to be 
exempt f rom paying GST/HST, you st i l l  have to remit  the tax you 
should have col lected.  

Note 
Indians and some groups and organizat ions,  such as many 
provinc ia l  and terr i tor ia l  governments,  do not  a lways pay GST/HST 
on thei r  purchases.  For  more in format ion,  see "Suppl ies to 
d ip lomats,  Indians,  and governments,"  on page 251 [47] .  
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Some provinces exempt farmers,  munic ipal i t ies,  and other  businesses 
f rom paying the provinc ia l  sa les tax (PST).  However,  these 
provincial  exemptions do not apply to GST/HST.  

The law al lows Stat is t ics Canada to access business taxpayer 
in format ion col lected by the CRA. Stat is t ics Canada can now share 
wi th provinc ia l  or  terr i tor ia l  s tat is t ica l  agencies,  for  research and 
analys is  purposes only,  data concerning business act iv i t ies carr ied 
out  in  thei r  respect ive province or  terr i tory.  

I f  you have a v isual  impairment ,  you can get  our  publ icat ions in 
bra i l le ,  large pr int ,  or  etext  (CD or  d isket te) ,  or  on audio casset te or  
MP3. For  deta i ls ,  v is i t  our  Web s i te at  www.cra.gc.ca/alternate  or  
ca l l  1-800-959-2221.  

This guide uses p la in language to expla in the most  common tax 
s i tuat ions.  I f  you need more help af ter  you read th is  guide,  cal l  our  
Business Enquir ies l ine at  1-800-959-5525.  

La vers ion f rançaise de cet te publ icat ion est  in t i tu lée 
RENSEIGNEMENTS GÉNÉRAUX SUR LA  TPS/TVH POUR LES INSCRITS.  
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What is GST/HST? 
GST/HST is  a tax that  appl ies on most  suppl ies of  goods and serv ices 
made in Canada.  The GST rate is  6% and the HST rate is  14%.  

The three par t ic ipat ing provinces (Nova Scot ia,  New Brunswick,  and 
Newfoundland and Labrador)  harmonized thei r  provinc ia l  sa les tax 
wi th GST to create the 14% harmonized sales tax (HST).  The 14% 
HST rate (6% federal  par t  and 8% provinc ia l  par t )  appl ies to the same 
base of  goods and serv ices as GST. 

GST/HST regist rants who make taxable suppl ies (other  than zero-
rated suppl ies)  in  the three par t ic ipat ing provinces col lect  tax at  the 
14% HST rate.  Regist rants col lect  tax at  the 6% GST rate on taxable 
suppl ies they make in the rest  of  Canada (other  than zero-rated 
suppl ies) .  See page 152 [30]  for  more informat ion on HST. 

Who pays GST/HST? 
Almost  everyone has to pay GST/HST on purchases of  taxable 
suppl ies of  goods and serv ices (other  than zero-rated suppl ies) .  
However,  Indians and some groups and organizat ions,  such as many 
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provinc ia l  and terr i tor ia l  governments,  do not  a lways pay GST/HST on 
thei r  purchases.  See page 251 [47]  for  more informat ion.  

Who charges GST/HST? 
General ly ,  GST/HST regist rants have to col lect  GST/HST on a l l  
taxable (other  than zero-rated)  suppl ies of  goods and serv ices they 
provide to thei r  customers.  However,  there are some except ions for  
sales of  taxable real  property.  See "Real  property"  on page 207 [40]  
for  more informat ion.  

Taxable goods and services 
Most goods and serv ices you supply in  or  import  in to Canada are 
subject  to 6% GST, 14% HST, or  are zero-rated.  

Examples of  goods and serv ices for  which you charge and col lect  
6% GST or  14% HST inc lude:  

• commercia l  real  property and newly bui l t  res ident ia l  real  property;  

• renta ls  of  commercia l  real  property;  
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• sales and leases of  automobi les;  

• gasol ine;  

• car repairs ;  

• sof t  dr inks,  candies,  and potato chips;  

• cloth ing and footwear;  

• advert is ing (unless provided to a non-resident  of  Canada who is  not  
registered for  GST/HST);  

• tax i  and l imousine fares;  

• legal  and account ing fees;  

• f ranchise fees;  

• hotel  accommodat ion;  and 

• barber  and hai rs ty l is t  serv ices.  

Examples of  goods and serv ices taxable at  0% (zero-rated)  inc lude:  

• basic grocer ies such as mi lk ,  bread,  and vegetables;  
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• agr icul tura l  products such as gra in,  raw wool ,  and dr ied tobacco 
leaves;  

• most farm l ivestock;  

• most f ishery products such as f ish for  human consumpt ion;  

• prescr ipt ion drugs and drug-dispensing fees;  

• medical  devices such as hear ing a ids and ar t i f ic ia l  teeth;  

• exports (most  goods and serv ices for  which you charge and col lect  
GST/HST in Canada,  are zero-rated when exported) ;  

• many t ransportat ion serv ices where the or ig in or  dest inat ion is  
outs ide Canada;  and 

• any supply of  property or  a serv ice that  is  for  the use of  the 
Governor General .  

For  more informat ion on zero-rated suppl ies,  see GST/HST 
Memoranda Ser ies Chapter  4,  ZERO-RATED SUPPLIES.  
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Exempt goods and services 
A smal l  number of  goods and serv ices are exempt f rom GST/HST – 
that  is ,  no GST/HST appl ies to them. This means that  you do not  
charge your customers GST/HST on your suppl ies of  goods and 
serv ices,  and you do not  c la im input  tax credi ts  ( ITCs).  

Examples of  exempt goods and serv ices inc lude:  

• used resident ia l  housing;  

• long- term resident ia l  accommodat ion (of  one month or  more) ,  and 
res ident ia l  condominium fees;  

• most heal th,  medical ,  and denta l  serv ices per formed by l icensed 
physic ians or  dent is ts  for  medical  reasons;  

• chi ld-care serv ices (day-care serv ices provided usual ly  for  less 
than 24 hours a day)  provided pr imar i ly  to chi ldren 14 years o ld and 
younger;  

• br idge,  road,  and ferry to l ls  ( ferry to l ls  are zero-rated i f  the ferry 
serv ice is  to or  f rom a p lace outs ide Canada);  
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• legal  a id serv ices;  

• many educat ional  serv ices such as courses suppl ied by a 
vocat ional  school  leading to a cer t i f icate or  a d ip loma which a l lows 
the pract ice of  a t rade or  a vocat ion,  or  tutor ing serv ices made to 
an indiv idual  in  a course that  fo l lows a curr icu lum designated by a 
school  author i ty ;  

• music lessons;  

• most serv ices provided by f inancia l  inst i tu t ions such as 
arrangements for  a loan or  mortgage;  

• arranging for  and issuing insurance pol ic ies by insurance 
companies,  agents,  and brokers;  

• most goods and serv ices provided by char i t ies;  and 

• certa in goods and serv ices provided by non-prof i t  organizat ions,  
governments,  and other  publ ic  serv ice bodies such as munic ipal  
t ransi t  serv ices and standard res ident ia l  serv ices such as water  
d is t r ibut ion.  
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How does GST/HST work? 
I f  you are a GST/HST regist rant ,  you have to charge and col lect  
GST/HST on taxable suppl ies you make in Canada and f i le  regular  
GST/HST returns to report  that  tax.  

You can c la im an input  tax credi t  ( ITC) on your GST/HST return to 
recover GST/HST you pay or  owe on purchases and expenses you 
use,  consume, or  supply in  your  commercia l  act iv i t ies.  Usual ly ,  
commercia l  act iv i t ies are those undertaken to provide taxable 
( inc luding zero-rated)  goods and serv ices.  

From a consumer 's  point  of  v iew,  there is  no d i f ference between 
zero-rated and exempt goods and serv ices,  because tax is  not  
charged in e i ther  case.  However,  the d i f ference for  you,  as a 
regist rant ,  is  that  a l though you do not  col lect  GST/HST on zero-rated 
goods and serv ices,  you can st i l l  c la im ITCs for  the GST/HST you pay 
on purchases used to provide them. 
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Taxable and exempt goods and services 

Taxable  Exempt 

     

You charge GST/HST  
(at  6%, 14%, or  0%) 

 You do not  charge GST/HST 

     

You can c la im ITCs  You cannot  c la im ITCs 

When you complete your GST/HST return,  deduct  your ITCs (GST/HST 
you paid or  owe) f rom the GST/HST you charged your customers.  The 
resul t  is  your net  tax.  

I f  the tota l  amount  of  tax you charged is  more than the amount  of  your  
ITCs,  send us the d i f ference.  I f  the tota l  amount  of  tax you charged is  
less than the amount  of  your  ITCs,  you can c la im a refund.  For  more 
informat ion on ITCs,  see " Input  tax credi ts , "  on page 63 [14] .  
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Should you register? 
You have to register  for  GST/HST i f :  

•  you provide taxable suppl ies in  Canada;  and  

• you are not  a smal l  suppl ier .  

You do not  have to register  i f :  

• your only commercia l  act iv i ty  is  the sale of  real  property,  otherwise 
than in the course of  a business;  or   

• you are a non-res ident who does not  carry on business in Canada.  
I f  you are a non-resident ,  see Guide RC4027,  DOING BUSINESS IN  
CANADA – GST/HST INFORMATION FOR NON-RESIDENTS.   

Small supplier 
You are a smal l  suppl ier  and do not  have to register  i f  you meet  one  
o f  the fo l lowing condi t ions:  

• I f  you are a sole proprietor,  your  tota l  revenues f rom taxable 
suppl ies (before expenses)  f rom al l  your  businesses are $30,000 or  
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less in  the last  four  consecut ive calendar quarters and in any s ingle 
calendar quarter .  

• I f  you are a partnership or a corporation,  the tota l  revenues f rom 
taxable suppl ies (before expenses)  of  the par tnership or  
corporat ion are $30,000 or  less in the last  four  consecut ive 
calendar quarters and in any s ingle calendar quarter .  

• I f  you are a public service body  (char i ty ,  non-prof i t  organizat ion,  
munic ipal i ty ,  univers i ty ,  publ ic  col lege,  school  author i ty ,  or  hospi ta l  
author i ty) ,  the tota l  revenues f rom taxable suppl ies f rom al l  o f  the 
act iv i t ies of  the organizat ion are $50,000 or  less in the last  four  
consecut ive calendar quarters and in any s ingle calendar quarter .  
A gross revenue threshold of  $250,000 also appl ies to char i t ies and 
publ ic  inst i tu t ions.  For  more informat ion,  see Guide RC4082,  
GST/HST INFORMATION FOR CHARIT IES.  

In a l l  cases,  tota l  revenues f rom taxable suppl ies means your 
wor ldwide revenues f rom your suppl ies of  goods and serv ices that  are 
subject  to GST/HST ( inc luding zero-rated suppl ies) ,  or  that  would be 
subject  to the tax i f  suppl ied in Canada.  However,  i t  does not  inc lude 
goodwi l l ,  f inancia l  serv ices,  and sales of  capi ta l  property .  You a lso 
have to inc lude the tota l  revenues f rom taxable suppl ies of  a l l  your  
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associates in th is  calculat ion.  Cal l  us i f  you need help to determine i f  
you are associated to another  person.  

In summary,  i f  your  tota l  revenues f rom taxable suppl ies exceed 
$30,000 ($50,000 for  publ ic  serv ice bodies)  in  a s ingle calendar 
quarter  or  over  four  consecut ive calendar quar ters,  you are no longer 
a smal l  suppl ier  and you have to register  for  GST/HST. Cal l  us i f  th is  
happens.  

Exception 
Taxi  and l imousine operators,  for  thei r  tax i  operat ions,  and 
non-resident  per formers sel l ing admissions to seminars and other  
events must  register  for  GST/HST, even i f  they are smal l  suppl iers.  

Effective date of  registrat ion 

The ef fect ive date of  your  GST/HST regist rat ion depends on when you 
exceed the smal l  suppl ier  threshold amount  of  $30,000 ($50,000 i f  you 
are a publ ic  serv ice body) .  I f  you exceed the threshold amount  in  one 
calendar quarter ,  you are considered a regist rant  and must  col lect  
GST/HST on the supply that  made you exceed the threshold amount .  
Your ef fect ive date of  regist ra t ion would be the day you made the 
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supply that  made you exceed the threshold amount.  You have 29 days 
f rom th is  day to apply for  regist rat ion.   

However,  i f  you do not  exceed the threshold amount in  one calendar 
quarter ,  but  you do over four  consecut ive calendar quarters,  you are 
considered to be a smal l  suppl ier  for  those four  calendar quarters and 
a month fo l lowing those quarters.  Your ef fect ive date of  regist rat ion 
would be the day the f i rs t  supply was made af ter  you cease being a 
smal l  suppl ier .  You have 29 days f rom th is  day to register  for  
GST/HST.  

Voluntary registrat ion 

I f  you are a smal l  suppl ier  and you are engaged in a commercia l  
act iv i ty  in  Canada,  you can choose to  register  voluntar i ly ,  even 
though you are not  legal ly  required to do so.  I f  you register  
voluntar i ly ,  you have to charge and remit  GST/HST on your taxable 
suppl ies of  goods and serv ices,  and you can c la im ITCs for  the 
GST/HST you paid or  owe on purchases re lated to these suppl ies.  You 
have to stay registered for  at  least  one year before you can ask to 
cancel  your regist rat ion.  For  more informat ion on cancel l ing your 
regist rat ion,  see page 266 [50] .  
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I f  you choose not  to register ,  you cannot  charge your customers 
GST/HST, and the GST/HST you pay on your business purchases 
becomes a cost  for  which you cannot  c la im ITCs.   

How to register  
Before you can register  for  a GST/HST account ,  you need a Business 
Number (BN).  Your BN wi l l  be your business ident i f icat ion for  a l l  your  
deal ings wi th us.  For  more informat ion,  see Guide RC2, THE BUSINESS 
NUMBER AND YOUR CANADA REVENUE AGENCY ACCOUNTS.  

I f  you incorporate,  your  business may automat ical ly  be registered for  
a BN and a corporate income tax account .  Contact  us to f ind out  i f  
your  corporat ion a l ready has these.  

To set  up a BN, a GST/HST account ,  and any other  account  you may 
need ( for  example,  a payrol l  deduct ion or  import  account) ,  v is i t  our  
Web s i te at  www.businessregistrat ion.gc.ca.  You can a lso cal l  us 
and provide the necessary in format ion over the te lephone or  request  
Form RC1, REQUEST FOR A  BUSINESS NUMBER (BN),  to complete and 
return to us.  
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Note 
I t  is  the person or  business ent i ty  that  registers for  GST/HST. For 
example,  i t  is  the par tnership that  registers and not  each par tner .   

I f  the physical  locat ion of  your  business is  in  Quebec,  contact  Revenu 
Québec at  1-800-567-4692.  

Fiscal year 
Your f iscal  year is  the f inancia l  year  of  your business.  Usual ly ,  your  
f iscal  year for  GST/HST purposes is  the same as your tax year for  
income tax purposes.  General ly ,  the tax year of  the fo l lowing persons 
is  a calendar year:   

• ind iv iduals and cer ta in t rusts;  

• professional  corporat ions that  are members of  a par tnership (such 
as a corporat ion that  is  the professional  pract ice of  an accountant ,  
a lawyer,  or  a doctor) ;  and 

• partnerships,  where at  least  one member of  the par tnership is  an 
indiv idual ,  professional  corporat ion,  or  other  af fected par tnership.  
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However,  some persons use non-calendar tax years.  I f  you are an 
indiv idual  or  a t rust  that  uses a non-calendar tax year,  you may want  
to use that  same year as your GST/HST f iscal  year .  Also,  i f  you are 
an indiv idual  or  a t rust  that  uses a non-calendar tax year ,  and i f  you 
are a member of  a par tnership,  you may want  to use the same f iscal  
year for  GST/HST as your business 's  tax year.   

A corporat ion can e i ther use i ts  tax year for  income tax purposes as 
i ts  GST/HST f iscal  year ,  or  i t  can e lect  to use a calendar year as i ts  
GST/HST f iscal  year .  These are the only two GST/HST f iscal  year  
choices avai lable to corporat ions.  I f  a  corporat ion changes i ts  
non-calendar tax year to another  non-calendar tax year and i ts  
GST/HST f iscal  year  was the same as the or ig inal  non-calendar tax 
year,  the corporat ion has two choices:  

• i t  can advise us of  a change in GST/HST f iscal  year  as a resul t  of  a 
change in tax year;  or  

• i t  can make an e lect ion to change i ts  GST/HST f iscal  year  to the 
calendar year.  
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Why use a non-calendar f iscal  year? 

Businesses use non-calendar f iscal  years for  many reasons.  
An example is  when the calendar year-end is  dur ing the business 's  
busy season.  In th is  case,  the business owners may wish to have a 
f iscal  year  end to be dur ing a less busy t ime of  the year.  Another 
example is  i f  the business is  seasonal  and there is  no business 
act iv i ty  at  calendar year-end.  Some business owners are absent  
dur ing thei r  of f -season,  and do not  wish to be responsib le for  
prepar ing records at  that  t ime of  year.  

How to change your f iscal  year 

I f  your  business has a non-calendar year for  GST/HST purposes,  you 
may e lect  to have a f iscal  year  that  is  a calendar year.  Also,  i f  you are 
an indiv idual  or  a t rust  and you want to change your GST/HST f iscal  
year ,  you need to e lect  to have an approved non-calendar tax year 
that  would be the same as for  income tax purposes.  In e i ther  case,  
cal l  us or  complete and send us Form GST70,  ELECTION,  OR 
REVOCATION OF AN ELECTION,  TO CHANGE A  GST/HST FISCAL YEAR.  
However,  i f  you want  to apply to have both your tax year and your 
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GST/HST f iscal  year  changed to a non-calendar f iscal  year ,  ca l l  our  
Business Enquir ies l ine at  1-800-959-5525.  

Reporting periods 
Report ing per iods are the per iods of  t ime for  which you f i le  your 
GST/HST returns.  For  each report ing per iod,  you have to prepare and 
send us a GST/HST return showing the amount  of  GST/HST you 
charged or  col lected f rom your customers and the amount  of  GST/HST 
you paid or  owe to your suppl iers.  

Your report ing per iod is  based on your tota l  taxable suppl ies of  goods 
and serv ices made in Canada in your  previous f iscal  year ,  inc luding 
suppl ies of  zero-rated goods and serv ices and those of  your  
associates,  i f  appl icable.  When calculat ing th is  amount ,  do not  inc lude 
suppl ies made outs ide Canada,  zero-rated exports of  goods and 
serv ices,  zero-rated f inancia l  serv ices,  taxable sales of  capi ta l  real  
property,  or  goodwi l l .  

When you register  for  GST/HST, we assign you the report ing per iod 
that  requires you to f i le  your GST/HST returns the least  f requent ly .  
You may be able to choose,  based on the amount  of  your  taxable 
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suppl ies f rom your previous f iscal  year ,  one of  the opt ional  report ing 
per iods.  The chart  below expla ins the assigned report ing per iods and 
the choices avai lable to you.  

I f  you qual i fy  for  an opt ional  report ing per iod and you want  to change 
your assigned report ing per iod,  ca l l  us or  complete and send us 
Form GST20,  ELECTION FOR GST/HST REPORTING PERIOD. 

Assigned and optional  report ing periods 

Annual  taxable supplies 
threshold amounts  

Assigned 
report ing 
periods 

Optional  
report ing  
periods 

$500,000 or  less Annual  Monthly,  Quarter ly  

More than $500,000 up to 
$6,000,000 Quarter ly  Monthly  

More than $6,000,000 Monthly  Ni l  

I f  you exceed the threshold amount  for  your  f iscal  year  ( i f  you have an 
annual  report ing per iod)  or  your f iscal  quarter  ( i f  you have a quarter ly  
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report ing per iod) ,  you have to report  more f requent ly  beginning wi th 
the f i rs t  f iscal  quarter  af ter  you exceeded the threshold amount .  For  
instance,  i f  the threshold amount  of  a regist rant  wi th a quarter ly  
report ing per iod exceeds $6,000,000 in a f iscal  year,  the regist rant  is  
required to report  monthly beginning wi th the f i rs t  f iscal  quarter  af ter  
exceeding the threshold amount .  

We assign an annual  report ing per iod to most  f inancia l  inst i tu t ions.  
I f  they qual i fy ,  they can choose to f i le  monthly or  quarter ly  GST/HST 
returns using Form GST20.  

We assign an annual  report ing per iod to char i t ies,  regardless of  thei r  
revenues.  They can choose to f i le  monthly  or  quarter ly  returns using 
Form GST20.  For  more deta i ls ,  see Guide RC4082,  GST/HST 
INFORMATION FOR CHARIT IES.  

Accounting periods 
I f  your  business uses account ing per iods other  than calendar months 
or  quarters,  you have to not i fy  us of  the per iods you have chosen.  For  
example,  i f  your  business uses an exact  52-week f iscal  per iod,  the 
date of  your  f iscal  year-end wi l l  d i f fer  f rom year to year.  
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Usual ly ,  your  account ing per iods have to meet  the fo l lowing 
guidel ines:  

• Each f iscal  month has to be shor ter  than 36 days and,  except  for  
the f i rs t  and the last  month in a f iscal  quarter ,  longer than 27 days.  
You can apply to us to have one f iscal  month per  quarter  that  is  
longer than 35 days.  You can a lso apply to have f iscal  months,  
other  than the f i rs t  or  last  month of  the quarter ,  that  are shorter  
than 28 days.  

• A f iscal  quarter  has to be shorter  than 120 days and,  except  for  the 
f i rs t  and last  f iscal  quarters in  the f iscal  year ,  longer than 83 days.  

I f  your  business is  us ing account ing per iods other  than calendar 
months or  quarters,  or  i f  you want  to use f iscal  months that  do not  
meet  the guidel ines,  complete and send us Form GST71,  NOTIF ICATION 
OF ACCOUNTING PERIODS,  or  send us a wr i t ten request  before the f i rs t  
day of  each f iscal  year  to which i t  re lates.  

I f  you do not  not i fy  us of  your  account ing per iods,  we wi l l  ass ign f iscal  
months and f iscal  quarters based on calendar months and calendar 
quarters,  and you wi l l  have to wai t  unt i l  your  next  f iscal  year  to have 
th is  opt ion again.  
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Making changes to your GST/HST account 
Address changes 
I f  your  business or  mai l ing address changes,  you can update us onl ine 
through My Business Account  at  www.cra.gc.ca/mybusinessaccount,  
by cal l ing our  Business Enquir ies l ine at  1-800-959-5525,  or  by wr i t ing 
your tax serv ices of f ice.  

The business address is  the actual  physical  locat ion of  your business.  
I f  a  s t reet  address is  not  avai lable,  use the legal  descr ipt ion of  the 
locat ion of  the business.  For  example,  Lot  1,  Concession 2.  

The mai l ing address can be d i f ferent  f rom the business address.  For  
example,  you may have a post  of f ice box or  you might  have your 
business mai l  del ivered to your home or  your accountant  instead of  to 
your p lace of  business.   

You can have a d i f ferent  mai l ing address for  each of  your  registered 
business accounts ( for  example,  the mai l ing addresses for  your 
GST/HST account ,  corporate income tax account ,  and payrol l  account  
can a l l  be d i f ferent . )  
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Telephone and fax number changes 
I f  the te lephone and/or  fax numbers change for  any owners,  contacts,  
or  representat ives of  the business,  contact  us.  

Changes to authorized representatives or contacts  
An authorized representat ive  is  usual ly  a th i rd par ty ,  such as an 
accountant ,  bookkeeper,  or  lawyer,  who is  not  an owner or  employee 
of  a business,  but  represents i t .  You can add,  change,  or  cancel  the 
author ized representat ive named on your GST/HST account  by 
complet ing Form RC59,  BUSINESS CONSENT FORM, and sending i t  to  
your tax serv ices of f ice or  by sending us a let ter  that  provides the 
same informat ion as Form RC59.  

You can only make changes to your author ized representat ive in 
wr i t ing.   

A contact  for  a business is  usual ly  the owner or  an employee of  the 
business.  I f  you want  to add,  change,  or  cancel  the contact  person 
named on your GST/HST account ,  ca l l  Business Enquir ies at  
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1-800-959-5525  or  send the new informat ion to your tax serv ices 
of f ice.  

Direct deposit changes 
To change your d i rect  deposi t  in format ion,  send us the new 
informat ion on Form GST469,  DIRECT DEPOSIT  REQUEST.  The 
informat ion you provide wi l l  s tay in  ef fect  unt i l  you request  another  
change by sending us another  Form GST469 or  unt i l  you cancel  your  
d i rect  deposi t .  

You can cancel  your d i rect  deposi t  us ing Form GST469 or  you can cal l  
us.  However,  th is  is  the only change we can make to your d i rect  
deposi t  in format ion over the te lephone.  

Changes to legal entity type 
I f  the legal  s tatus of  your  business ownership changes,  you have to 
get  a new BN wi th a new GST/HST account  for  the new legal  ent i ty .  
This appl ies,  for  example,  when a business changes f rom a sole 
propr ietorship to a par tnership,  or  a par tnership changes to a 
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corporat ion.  For  more informat ion,  cal l  our  Business Enquir ies l ine at  
1-800-959-5525.  

Legal name changes 
I f  you change the legal  name of  your business,  i t  is  important  to not i fy  
us and send us the proper documents showing the name change.  The 
legal  name of  your  business wi l l  change,  for  example,  i f  you are:  

• a sole propr ietor  whose own personal  legal  name changes;  

• a par tnership that  takes on a new partner ,  or  loses a par tner ;  or  

• a corporat ion that  changes i ts  legal  name and receives ar t ic les of  
amendment to show th is  change.  

For  more informat ion,  cal l  our  Business Enquir ies l ine at  
1-800-959-5525.  
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Collecting GST/HST 
As a GST/HST regist rant ,  you are responsib le for  col lect ing GST or  
HST f rom your customers when you se l l  or  provide taxable goods and 
serv ices in Canada.  You hold th is  tax in  t rust  unt i l  you remit  i t  to  us.  

Informing your customers 
You need to le t  your  customers know i f  GST/HST is  being appl ied to 
thei r  purchases.  For  taxable suppl ies (other  than zero-rated suppl ies) ,  
you have to e i ther :  

• ind icate that  the tota l  amount  paid or  payable for  a supply inc ludes 
the GST/HST payable for  that  supply;  or  

• ind icate the fo l lowing amounts separate ly :   

–  the amount  paid or  payable by the customer for  the supply;  and  

–  the amount  of  GST/HST paid or  payable for  the supply in  a way 
that  c lear ly  indicates the amount  of  tax.   

Where you choose to indicate the tax payable or  the tax rate on 
invoices,  receipts,  or  wr i t ten contracts,  you have to indicate:  
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• the tota l  dol lar  amount  of  the tax payable;  or  

• the 6% GST rate or  the 14% HST rate that  appl ies to the supply.  
This means that  i f  HST appl ies to  the supply,  do not  indicate the 
federal  and provinc ia l  par ts  of  HST separate ly .  You have to indicate 
the total  HST rate of  14%.  

You can use cash register  receipts ,  invoices,  or  contracts to in form 
your customers,  or  you can post  s igns at  your p lace of  business.   

Sales invoices for GST/HST registrants 
In  addi t ion to the general  ru les descr ibed above,  you have to g ive 
customers who are GST/HST regist rants speci f ic  in format ion on the 
invoices,  receipts,  contracts,  or  other  business papers that  you use 
when you supply taxable goods and serv ices.  This in format ion a l lows 
them to substant iate thei r  c la ims for  ITCs or  rebates for  the GST/HST 
you charged.  Simi lar ly ,  when you make business purchases,  the 
invoices f rom your suppl iers wi l l  substant iate your c la ims for  ITCs.  
I f  your  customers ask you for  an invoice or  receipt  for  purposes of  
c la iming ITCs,  you have to g ive them speci f ic  in format ion,  depending 
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on the amount  of  the sale.  For  deta i ls  of  the informat ion required,  see 
the fo l lowing chart .  

Information required 

Total  
sale 

under 
$30 

Total  
sale of  
$30 to 

$149.99 

Total  
sale of  
$150 or 

more 

Your business or  t rading name or  
your in termediary 's  name 

√ √  √  

Invoice date or ,  i f  you do not  issue 
an invoice,  the date on which the 
GST/HST is  paid or  payable 

√  √  √  

Tota l  amount  paid or  payable √  √  √  

An indicat ion of  the tota l  amount  of  
GST/HST charged or  that  the 
amount  paid or  payable for  each 
taxable supply (other  than 
zero-rated suppl ies)  inc ludes 
GST/HST at  the appl icable rate.  

 √  √  
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Information required 

Total  
sale 

under 
$30 

Total  
sale of  
$30 to 

$149.99 

Total  
sale of  
$150 or 

more 

When you supply i tems taxable at  
the GST rate and the HST rate,  an 
indicat ion of  which i tems are taxed 
at  the GST rate and which are 
taxed at  the HST rate.  

 

√  √  

Your Business Number or  your 
in termediary 's  Business Number  √  √  

The buyer 's  name or  t rading name 
or  the name of  thei r  duly author ized 
agent  or  representat ive 

 
 √  

A br ief  descr ipt ion of  the goods or  
serv ices   √  

Terms of  payment   √ 
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Note:  In termediary of  a person for  a par t icu lar  supply means a 
regist rant  who,  under an agreement  wi th the person,  causes or  
fac i l i ta tes the making of  the supply by the person.  

Provincial sales tax (PST) 
When you have to charge GST and PST, calculate GST on the pr ice 
excluding PST. For  more informat ion on how to calculate PST, contact  
your provinc ia l  sa les tax of f ice.  Remember,  in  the par t ic ipat ing 
provinces,  HST inc ludes both the federal  and provinc ia l  par ts .  

Rounding off fractional amounts 
Round of f  GST/HST to the nearest  cent :  

• i f  the amount  is  less than hal f  a cent ,  round down; or  

• i f  the amount  is  equal  to or  more than hal f  a cent ,  round up.  

I f  your  customer is  buying more than one i tem and tax appl ies at  the 
same rate on a l l  i tems,  you may to ta l  the pr ices of  a l l  taxable goods 
and serv ices,  calculate the GST/HST payable,  and then round of f  the 
amount .   
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Early-payment discounts and late-payment surcharges 
I f  you of fer  an ear ly-payment d iscount  on credi t  sa les,  you have to 
charge GST/HST on the fu l l  invoice amount  even i f  your  customer 
takes the d iscount .  I f  you charge la te-payment surcharges,  you do not  
charge GST/HST on the surcharge.  GST/HST is  payable only on the 
or ig inal  invoiced amount .  

Example 
You operate a business in Mani toba and the invoice shows the pr ice 
of  goods as $100 plus GST. The credi t  terms of  the invoice g ive the 
customer a 2% discount  i f  the customer pays wi th in 10 days.  GST is  
charged on $100,  even i f  your  customer takes the d iscount .   

I f  you charge $5 for  la te payment of  goods invoiced at  $100,  GST 
does not  apply to the late charge.   

Ear ly  payment d iscount :  

Customer pays $104  

($100 + $6 GST – $2 d iscount  = $104) 
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Late payment surcharge:  

Customer pays $111  

($100 + $6 GST + $5 late charge = $111) 

When you invoice an amount  that  is  a l ready net  of  the ear ly  payment 
d iscount ,  charge GST/HST on the invoiced amount .   

Example 
You send a customer an invoice wi th inst ruct ions to pay $100 p lus 
tax i f  payment is  made by March 23,  or  to pay $110 p lus tax i f  
payment is  made af ter  March 23.  You charge GST/HST on the 
reduced invoiced amount  of  $100,  even i f  the customer makes the 
payment af ter  the March 23 due date.  

Volume discounts 
When you of fer  volume discounts to reduce the sale pr ice,  you can 
reduce the GST/HST payable.  I f  you of fer  your  customers volume 
discounts – that  is ,  you reduce the pr ice i f  they buy a cer ta in quant i ty  
of  goods – the amount  of  GST/HST you charge depends on whether  
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you of fer  the d iscount  at  the t ime you make the sale or  af ter  you make 
the sale.  

At the t ime of sale 

I f  you of fer  a d iscount  at  the t ime of  sale,  you col lect  GST/HST on the 
net  amount  – the sale pr ice less the d iscount .  The fo l lowing sample 
invoice shows how to t reat  a volume discount  at  the t ime of  sale.  

Dodd Company 
123 ABC Street  

Edmonton AB T0K 2B2 

Sold To:  F l in t  Company 

Date:  May 3,  2007 

Business Number:  123456789 

Descript ion Amount Net amount 

10 tables @ $150.00 ea.  $ 1,500.00  

Volume discount  (10%) (150.00) $ 1,350.00 
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Descript ion Amount Net amount 

40 chairs  @ $50.00 ea.  2,000.00  

Volume discount  (10%) (200.00) 1,800.00 

Lamp 75.00 75.00 

Subtota l  $ 3,225.00 

GST ($3,225 × 6%) 193.50 

Tota l  $ 3,418.50 

Terms of  payment:  Net  30 days 

After the sale 

Some businesses g ive volume discounts af ter  they make the sale and 
col lect  or  charge GST/HST. The customer usual ly  earns th is  type of  
volume discount  over  a per iod of  t ime (e.g. ,  over  a year)  and not  on a 
sale-by-sale basis.  In th is  case,  you have to choose whether or  not  to 
credi t  the GST/HST re lated to the amount  of  the d iscount .   
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I f  you choose to adjust ,  refund,  or  credi t  GST/HST for  the volume 
discount  amount  and the customer is  a regist rant ,  you have to issue a 
credi t  note to the customer to expla in the adjustment ,  which is  the 
d iscount  and the re lated amount  of  GST/HST. Al ternat ive ly ,  the 
customer can issue a debi t  note to  you to indicate the adjustment .  
Treat  credi t  or  debi t  notes for  th is  purpose the same way as you t reat  
credi t  or  debi t  notes for  returned goods (see page 229 [44]  ) .  

I f  you charge or  col lect  GST/HST on a sale and later  of fer  a pr ice 
reduct ion or  volume discount ,  you can deduct  the amount  of  GST/HST 
you adjust ,  refund,  or  credi t  to  the customer when you calculate your 
net  tax on your GST/HST return.  You can make th is  adjustment  only i f  
you inc luded the GST/HST charged in  your net  tax calculat ion for  a 
previous report ing per iod.  Your customer wi l l  have to repay any 
rebate c la imed or  add the amount  of  GST/HST adjustment  to h is  or  
her  net  tax i f  an ITC or  rebate was c la imed for  the amount .  

I f  you choose not  to adjust  the amount  of  GST/HST you charged,  you 
do not  have to adjust  your net  tax ca lculat ion.  This is  somet imes done 
when the customer is  a GST/HST regist rant  and has a l ready c la imed 
an ITC. Any pr ice reduct ion you make does not  inc lude a refund,  
adjustment ,  or  credi t  of  GST/HST, and you or  the customer do not  
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have to issue a credi t  or  debi t  note for  GST/HST purposes or  make 
any adjustment  on your GST/HST return.  

Input tax credits 
As a regist rant ,  you recover the GST/HST you paid or  owe on your 
purchases and expenses re lated to your commercia l  act iv i t ies by 
c la iming an ITC on l ine 106  o f  your GST/HST return.  

I f  you keep t rack of  the GST/HST you paid or  owe by adding a column 
for  GST/HST to the purchases and expenses s ide of  your records,  
tota l  th is  column to calculate your  ITCs for  each report ing per iod.  For  
example,  Gi lson Company calculates that  i t  paid GST dur ing Apr i l  as 
shown in the fo l lowing charts.  
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Gilson Company 
Purchases and expenses for  Apr i l  2007  

Date 
Cheque 

no.  Descript ion 

Amount 
excluding 

GST 
GST 
paid

Apr.  5  354  insurance  $ 150  

Apr.  7  355  wages  1,000  

Apr.  10  356  of f ice suppl ies  200 $ 12  

Apr.  18  357  inventory  2,000 120  

Apr.  20 358 advert is ing 500 30 

Apr.  21 359 wages 1,000  

Apr.  27 360 Ut i l i t ies 200 12 

Apr.  30 361 rent  1,500 90 

Total    $ 6,550 $ 264  
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I f  you use double-entry account ing,  you can keep t rack of  your  ITCs 
by creat ing an account  cal led " input  tax credi ts"  or  "GST/HST paid."  
You would debi t  th is  account  wi th the amount  of  GST/HST you paid or  
owe on your purchases and expenses.  

You can c la im ITCs only to the extent  that  your purchases and 
expenses are for  consumpt ion,  use,  or  supply in  your commercia l  
act iv i t ies ( that  is ,  in  making taxable suppl ies) .  

However,  there are some purchases and expenses for  which you 
cannot  c la im an ITC, such as:  

• certa in capi ta l  property ( for  more informat ion,  see "Cla iming ITCs 
for  capi ta l  property"  on page 80 [17]  ) ;  

• taxable goods and serv ices bought or  imported to provide exempt 
goods and serv ices;  

• membership fees or  dues to any c lub whose main purpose is  to 
provide recreat ion,  d in ing,  or  spor t ing fac i l i t ies ( inc luding f i tness 
c lubs,  gol f  c lubs,  and hunt ing and f i sh ing c lubs) ,  unless you acquire 
the memberships to resel l  in  the course of  your business;  and 
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• goods or  serv ices you bought  or  imported for  your  personal  
consumpt ion,  use,  or  enjoyment.  

To c la im an ITC, the expenses or  purchases must  be reasonable in 
qual i ty ,  nature,  and cost  in  re lat ion to the nature of  your  business.  
Also,  an ITC must  be based on a reasonable purchase pr ice.  

I f  you are a new regist rant ,  you may be able to c la im an ITC for  the 
GST/HST you paid or  owe on goods such as capi ta l  property and 
inventory that  you have on hand on the day you register .  For  more 
deta i ls ,  see "New regist rants"  on page 79 [17] .  

Claiming your ITCs 
Most regist rants c la im thei r  ITCs when they f i le  thei r  GST/HST return 
for  the report ing per iod in which they made thei r  purchases.  However,  
you may have ITCs that  you d id not  c la im when you f i led the return for  
the corresponding report ing per iod.   

I f  so,  you can c la im those ITCs in a future GST/HST return as long as 
i t  is  f i led by the due date of  the return for  the last  report ing per iod 
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that  ends wi th in four  years af ter  the end of  the report ing per iod in 
which the ITC could have f i rs t  been c la imed.   

To support  your c la im for  ITCs,  the invoices or  receipts you use must  
conta in speci f ic  in format ion.  See the chart  on page 55 [13]  for  deta i ls  
on what  is  required.  

Example 
You are a quarter ly  f i ler  and you buy of f ice furn i ture in the report ing 
per iod October 1,  2006,  to December 31,  2006,  for  which you can 
c la im an ITC. The due date of  the return for  th is  report ing per iod is  
January 31,  2007.   

You have up to four  years f rom January 31,  2007,  to c la im ITCs for  
tax that  was paid or  that  became payable in  the October 1 to 
December 31,  2006,  report ing per iod.  This means that  you can c la im 
those ITCs in any fo l lowing return due to be f i led before 
January 31,  2011.   

The t ime l imi t  for  c la iming ITCs for  a report ing per iod is  reduced f rom 
four  to two years for :  

• l is ted f inancia l  inst i tu t ions;  and 
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• persons wi th annual  taxable suppl ies of  goods and serv ices of  more 
than $6 mi l l ion for  each of  the two preceding f iscal  years.  

However,  the two-year t ime l imi t  does not  apply to the fo l lowing 
persons even i f  they fa l l  in to the second category l is ted above ( these 
persons have four  years to c la im thei r  ITCs):  

• char i t ies;  and 

• persons whose suppl ies of  goods and serv ices (other  than f inancia l  
serv ices)  dur ing e i ther  of  the two preceding f iscal  years are at  least  
90% taxable suppl ies.  

Under the two-year l imi t ,  you can c la im your ITCs in  any future return 
that  is  f i led wi th in two years of  the end of  the f iscal  year that  inc ludes 
the return in which the ITC could have f i rs t  been c la imed.  

Example 
You are a monthly  f i ler  wi th a f iscal  year-end of  December 31.   
You buy goods in the report ing per iod September 1,  2007,  to 
September 30,  2007,  for  which you can c la im an ITC. The f iscal   
year  that  inc ludes the September 2007 return ends on December 31,  
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2007.  You can c la im the ITC in any subsequent  return unt i l  
December 31,  2009.  

Operating expenses 

Examples of  operat ing expenses for  which you may c la im an ITC are:  
commercia l  rent ,  equipment renta ls ,  advert is ing,  ut i l i t ies,  and of f ice 
suppl ies such as postage,  computer  d isks,  paper,  and pens.  

I f  you intend to use at  least  90% of  an operat ing expense for  your  
commercia l  act iv i t ies,  you can c la im a fu l l  ITC for  the GST/HST you 
pay on that  expense.   

I f  you intend to use at  least  90% of  an operat ing expense for  an 
exempt act iv i ty ,  you cannot  c la im an ITC for  the GST/HST you pay on 
that  expense.  For  example,  i f  you h i re a waste d isposal  company to 
remove refuse f rom an apartment  bui ld ing that  you rent  out  (an 
exempt act iv i ty) ,  you cannot  c la im an ITC for  the GST/HST you pay to 
the waste d isposal  company.  
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Exception 
Financia l  inst i tu t ions must  use 100% of  an expense in commercia l  
act iv i t ies before they can c la im a fu l l  ITC. But ,  they can c la im a 
par t ia l  ITC even where they use less than 10% of  an expense in 
commercia l  act iv i t ies.  

I f  you provide both taxable and exempt goods and serv ices and you 
cannot  at t r ibute at  least  90% of  an expense to a taxable or  exempt 
act iv i ty ,  you can only c la im ITCs for  the par t  of  the expense you use 
in  your commercia l  act iv i t ies.  

Example 
You own a bui ld ing in Nova Scot ia  where you operate your reta i l  
s tore (a commercia l  act iv i ty) ,  and you rent  an apartment  on the 
upper f loor  to a res ident ia l  tenant on a long- term basis (an exempt 
act iv i ty) .  The rent  inc ludes ut i l i t ies.  Your ut i l i ty  b i l l  for  the bui ld ing 
that  is  used for  both commercia l  and exempt act iv i t ies inc ludes 
$80 HST. I f  you determine that  70% of  the ut i l i ty  b i l l  re lates to the 
store and 30% to the apartment ,  you can c la im an ITC for  70% of  
the HST you pay on your ut i l i ty  b i l l :  

$80 × 70% = $56 
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The method you use to determine the percentage of  operat ing 
expenses you use in commercia l  act iv i t ies has to be fa i r  and 
reasonable and used consistent ly  throughout  the year.  For  example,  a 
method commonly used is  the number of  square metres of  space used 
in commercia l  act iv i t ies re lat ive to  the tota l  space of  the bui ld ing.  

Procurement cards 

Procurement cards,  or  purchasing cards,  are charge cards wi th 
pre-set  spending l imi ts .  These cards a l low your employees to make 
business purchases more ef f ic ient ly  than through the normal  purchase 
order  or  invoice cycle.  

The statements and reports  provided by the procurement card issuers 
may not  provide enough documentary in format ion about  your 
purchases to support  your  c la im for  ITCs.  I f  you use procurement 
cards to purchase goods and serv ices for  use in your commercia l  
act iv i t ies,  you may qual i fy  for  an exempt ion f rom th is  documentary 
informat ion.  
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Provided cer ta in condi t ions are met,  e l ig ib le regist rants may apply to 
the CRA to use rat ios to c la im ITCs for  purchases under $1,000 made 
using procurement cards.  

For  deta i ls  on th is  pol icy,  see Not ice 199,  PROCUREMENT 
CARDS-DOCUMENTARY REQUIREMENTS FOR CLAIMING INPUT TAX CREDITS.  
You wi l l  f ind th is  Not ice on our  Web s i te at  
www.cra.gc.ca/tax/technical /gsthst-e.html.  

Meal and entertainment expenses 

You can c la im an ITC for  the GST/HST you pay on reasonable meal  
and enter ta inment expenses that  re late to your commercia l  act iv i t ies 
by using,  in  most  cases,  the same l imi tat ion ru les as those for  income 
tax purposes.  When the deduct ion for  income tax purposes is  l imi ted 
to 50% of  the cost  of  meals and enter ta inment ,  then 50% of  the 
GST/HST you pay on those expenses qual i f ies for  an ITC. 

Note 
The above ru le does not  apply to char i t ies or  publ ic  inst i tu t ions.  
These persons do not  have to reduce the amounts by 50% when 
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they are ent i t led to c la im an ITC for  meal  and enter ta inment  
expenses.  

You can choose one of  the fo l lowing two ways to calculate your ITCs 
for  meal  and enter ta inment expenses:  

• You can c la im 100% ITCs for  these expenses throughout  your f iscal  
year.  I f  you f i le  monthly or  quarter ly  GST/HST returns,  add the 50% 
adjustment  for  the excess ITCs you c la imed dur ing the year to your 
net  tax calculat ion for  the f i rs t  report ing per iod af ter  the end of  your 
f iscal  year .  I f  you f i le  annual ly ,  add the 50% adjustment  to your net  
tax calculat ion for  that  f iscal  year .  Enter  the adjustment  on l ine 104  
o f  your  return.  

• You can c la im 50% of  the actual  GST/HST you pay on these 
expenses dur ing each report ing per iod.  By choosing th is  method,  
you do not  have to make any adjustments at  the end of  your f iscal  
year .  

You can c la im an ITC for  the GST/HST you re imburse to your 
employees and par tners for  meal  and enter ta inment expenses they 
incurred in Canada.  However,  these expenses are a lso subject  to the 
50% l imi t .  
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Employee,  partner,  and volunteer expenses 

Reimbursements  

You can general ly  c la im ITCs for  the GST/HST inc luded in 
re imbursements you pay to your employees or  par tners for  expenses 
they incurred in Canada on your behal f  for  your commercia l  act iv i t ies.  
I f  you are a char i ty  or  publ ic  inst i tu t ion,  you can a lso c la im ITCs for  
the GST/HST inc luded in re imbursements you pay to your volunteers.  

You can choose one of  the fo l lowing methods to calculate your ITCs:  

Method 1 

Calculate an ITC for  a re imbursement you paid before July 1,  2006,  as 
fo l lows:  

• i f  90% or  more of  the tota l  amount  you re imbursed for  expenses 
were charged GST, mul t ip ly  by 6/106;  or  

• i f  90% or  more of  the tota l  amount  you re imbursed for  expenses 
were charged HST, mul t ip ly  by 14/114.   
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Calculate an ITC for  a re imbursement you paid on or  af ter  July 1,  
2006,  as fo l lows:  

• i f  90% or  more of  the tota l  amount  you re imbursed for  expenses 
were charged GST, mul t ip ly  by 5/105;  or  

• i f  90% or  more of  the tota l  amount  you re imbursed for  expenses 
were charged HST, mul t ip ly  by 13/113.  

Method 2 

Determine the actual  GST or  HST you incurred on re imbursed 
expenses using the fo l lowing formula:  

A × B 

A is  the GST/HST paid by the employee,  par tner ,  or  volunteer  on the 
goods or  serv ices;   

B is  the lesser  of  the fo l lowing amounts:  

–  the percentage of  the cost  to the employee,  par tner ,  or  volunteer  
that  you re imburse ( re imbursement d iv ided by cost) ;  and 
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–  the extent  to which the employee,  par tner ,  or  volunteer  acquired,  
imported,  or  brought  in to a par t ic ipat ing province the goods or  
serv ices for  consumpt ion or  use in re lat ion to your commercia l  
act iv i t ies.   

Example  
Your employee incurs an expense of  $570 ($500 plus $30 GST and 
$40 provinc ia l  sa les tax)  for  use 100% in your commercia l  act iv i ty .  
You re imburse your employee $345 for  th is  expense.  You can c la im 
an ITC equal  to the lesser  of  the fo l lowing amounts:  

A × B = $30 × $345  = $18.16 

 $570  

and 
A × B = $30 × 100% = $30 

You can c la im an ITC of  $18.16 for  the re imbursement.  

The method you choose to calculate your ITCs for  re imbursements 
must  be used consistent ly  throughout  your f iscal  year.  For  example,  i f  
you use method 1 to calculate your ITCs for  meal  and enter ta inment 
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expenses re imbursed to one employee,  you have to use th is  method to 
calculate your ITCs for  the same types of  re imbursements made to 
other  employees.  

Allowances 

In  general ,  you can c la im an ITC equal  to the GST or  HST part  of  a 
reasonable a l lowance you pay to  your employees or  par tners 
(or  volunteers i f  you are a char i ty  or  a publ ic  inst i tu t ion)  i f  you meet  
the fo l lowing condi t ions:  

• the a l lowance is  used to pay for  expenses of  which 90% or more 
are incurred in Canada and are charged GST/HST (other  than 
zero-rated) ;  

• the a l lowance is  or  would be deduct ib le for  income tax purposes;  
and  

• the expenses incurred by your employees,  par tners,  or  volunteers 
would have been el ig ib le for  ITCs i f  you had incurred them. 

To c la im an ITC for  the HST part  of  the a l lowance,  at  least  90% of  the 
expenses must  be incurred in  par t ic ipat ing provinces.  
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You c la im an ITC for  a reasonable a l lowance you paid before July 1,  
2006,  as fo l lows:  

• mult ip ly  the a l lowance by 7 and d iv ide the resul t  by 107 for  GST; or   

• mult ip ly  the a l lowance by 15 and d iv ide the resul t  by 115 for  HST.  

You c la im an ITC for  a reasonable a l lowance you paid on or  af ter  
July 1,  2006,  as fo l lows:  

• mult ip ly  the a l lowance by 6 and d iv ide the resul t  by 106 for  GST; or   

• mult ip ly  the a l lowance by 14 and d iv ide the resul t  by 114 for  HST. 

A motor-vehic le a l lowance that  is  reasonable for  income tax purposes 
a lso qual i f ies for  an ITC. In order  to c la im an ITC for  the HST part  of  
the a l lowance,  the use of  the motor  vehic le must  be in the 
par t ic ipat ing provinces.  

Home off ice expenses 

You can c la im ITCs for  your  home of f ice expenses only i f  the work 
space is :  
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• your pr inc ipal  p lace of  business;  or  

• used 90% or more to earn income f rom your business and used on a 
regular  and cont inuous basis for  meet ing your c l ients,  customers,  
or  pat ients.  

This restr ic t ion for  home of f ice expenses is  s imi lar  to that  used for  
income tax purposes.  

New registrants 

I f  you are a new regist rant ,  you can c la im an ITC for  the GST/HST you 
paid or  owe on property such as capi ta l  property,  real  property,  and 
inventory that  you had on hand to use in your commercia l  act iv i t ies at  
the t ime you became a regist rant .  We consider  that  you bought  the 
property at  that  t ime and paid GST/HST equal  to the basic tax content  
of  the property.  The basic tax content  formula is  expla ined in the next  
sect ion,  "Cla iming ITCs for  capi ta l  property."  

You can a lso c la im an ITC for  any GST/HST you prepaid for  rent ,  
royal t ies,  or  s imi lar  payments that  re late to the per iod af ter  you 
became a regist rant .  You cannot  c la im an ITC for  the GST/HST you 
paid or  owe on serv ices or  accommodat ion you consumed, used,  or  
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suppl ied dur ing a per iod before you became a regist rant ,  even i f  you 
paid that  GST/HST af ter  you became a regist rant .  

Example 
You prepaid 3 months rent  for  of f ice space for  use in your 
commercia l  act iv i t ies for  the per iod January 1,  2007,  to March 31,  
2007.  I f  you became a regist rant  on March 1,  2007,  you can c la im 
an ITC for  the GST/HST you paid on rent  for  the month of  March.  
You cannot  c la im an ITC for  the GST/HST you paid for  rent  f rom 
January 1 to February 28,  because that  amount  re lates to the per iod 
before you became a regist rant .  

Claiming ITCs for capital property 
Capi ta l  property for  GST/HST purposes is  based on the meaning of  
the term for  income tax purposes.  I t  is :  

• any depreciable property.  This means property that  is  e l ig ib le or  
would be e l ig ib le for  a capi ta l  cost  a l lowance for  income tax 
purposes;  and 
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• any property,  other  than depreciable property,  f rom which any gain 
or  loss i f  you d isposed of  the property would be a capi ta l  gain or  
capi ta l  loss for  income tax purposes.  

In general ,  capi ta l  property is  property you buy for  investment  
purposes or  to earn income. I t  may inc lude:  

• real  property,  such as land or  a bui ld ing (see "Cla iming ITCs" on 
page 211 [40]  for  in format ion on c la iming ITCs for  real  property) ;  
and  

• personal  property such as equipment or  machinery that  you use in 
your business.   

Other  examples of  capi ta l  personal  property inc lude:  

• photocopiers,  computers,  and cash registers;  

• furn i ture and appl iances used to furn ish p laces such as of f ices,  
lobbies,  and hote l  rooms; and 

• f ree-standing ref r igerators,  ovens,  and other  large appl iances 
(bui l t - in  appl iances are f ix tures that  are usual ly  considered to be 
par t  of  the real  property) .  
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Note 
Capi ta l  property for  GST/HST purposes does not  inc lude property 
descr ibed for  income tax purposes in c lass 12 (such as chinaware,  
cut lery,  or  other  tableware cost ing less than $200),  c lass 14 (cer ta in 
patents,  f ranchises,  concessions,  or  l icences for  a l imi ted per iod) ,  
or  c lass 44 (a patent  or  a r ight  to use patented informat ion for  a 
l imi ted or  unl imi ted per iod) .  You can c la im ITCs for  these i tems 
based on the ru les for  operat ing expenses expla ined on 
page 69 [14] .  

Capital  personal  property 

The general  ru les for  c la iming ITCs for  capi ta l  personal  property such 
as computers,  equipment,  and of f ice furn i ture are as fo l lows:  

• I f  you use the capi ta l  personal  property  pr imar i ly  (more than 50%) 
in your commercia l  act iv i t ies ,  you can c la im a fu l l  ITC. 

• I f  you use the capi ta l  personal  property 50% or less in your 
commercia l  act iv i t ies,  you cannot  c la im an ITC. 
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Example 
You buy a computer  for  $2,000 p lus GST/HST. You wi l l  use the 
computer  60% in your commercia l  act iv i t ies and 40% for  personal  
use.  Since you wi l l  use the computer  more than 50% in your 
commercia l  act iv i t ies,  you can c la im an ITC for  the fu l l  amount  of  
the GST/HST you pay for  the computer .  

Exception 
Financia l  inst i tu t ions have to c la im thei r  ITCs for  capi ta l  property 
based on the actual  extent  of  thei r  use of  the property in  commercia l  
act iv i t ies.  

Passenger vehicles and aircraft  

Corporat ions fo l low the above ru le for  c la iming ITCs on passenger 
vehic les and a i rcraf t .   

However,  indiv iduals and par tnerships have to c la im ITCs for  
passenger vehic les and a i rcraf t  based on the capi ta l  cost  a l lowance 
(CCA) c la imed for  income tax purposes.  I f  the use in commercia l  
act iv i t ies is  less than 10% or more than 90%, see the chart  on 
page 92 [19]  for  the ru les.  
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You usual ly  calculate your CCA for  income tax purposes at  the end of  
your f iscal  year.   

Once you have calculated your CCA,  calculate your ITC by using one 
of  the fo l lowing formulas:   

When your tax year ends before July 1,  2006 

• CCA × 7/107 i f  you paid GST on the purchase;  

• CCA × 15/115 i f  you paid HST on the purchase;  or   

• CCA × 8/108 i f  you brought  the vehic le or  a i rcraf t  in to a 
par t ic ipat ing province.   

When your tax year includes July 1,  2006 

• CCA × 6.5/106.5 i f  you paid GST on the purchase;  

• CCA × 14.5/114.5 i f  you paid HST on the purchase;  or   

• CCA × 8/108 i f  you brought  the vehic le or  a i rcraf t  in to a 
par t ic ipat ing province.  
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When your tax year ends after July 1,  2006 

• CCA × 6/106 i f  you paid GST on the purchase;  

• CCA × 14/114 i f  you paid HST on the purchase;  or   

• CCA × 8/108 i f  you brought  the vehic le or  a i rcraf t  in to a 
par t ic ipat ing province.  

Example  
You are sel f -employed and use your vehic le in  your commercia l  
act iv i t ies and for  personal  use.  The use in commercia l  act iv i t ies is  
60%. The CCA that  you c la imed for  income tax purposes for  your 
vehic le is  $3,000.  The ITC you can c la im is  as fo l lows:   

When your tax year ends before July 1,  2006 

• $3,000 × 7/107 = $196.26 i f  you paid GST 

• $3,000 × 15/115 = $391.30 i f  you paid HST 
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When your tax year includes July 1,  2006 

• $3,000 × 6.5/106.5 = $183.10 i f  you paid GST 

• $3,000 × 14.5/114.5 = $379.91 i f  you paid HST  

When your tax year ends after  July 1,  2006 

• $3,000 × 6/106 = $169.81 i f  you paid GST 

• $3,000 × 14/114 = $368.42 i f  you paid HST 

Improvement to capital  personal  property 

An improvement to capi ta l  personal  property means any property or  
serv ice suppl ied or  goods imported to improve the capi ta l  personal  
property,  to  the extent  that  the pr ice paid for  those suppl ies is  
inc luded in determining the adjusted cost  base of  the capi ta l  personal  
property for  income tax purposes.   

You can c la im an ITC for  the GST/HST you paid for  the acquis i t ion or  
importat ion of  an improvement to such property,  i f  you are using the 
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capi ta l  personal  property i tse l f  pr imar i ly  (more than 50%) in your  
commercia l  act iv i t ies.   

I f  the improvement is  to a passenger vehic le or  a i rcraf t ,  you can add 
the cost  of  the improvement to the adjusted cost  base of  the 
passenger vehic le or  a i rcraf t .  You cannot  inc lude any amount  for  
improvements to a passenger vehic le that  wi l l  make the adjusted cost  
base exceed the capi ta l  cost  l imi ta t ion.  The capi ta l  cost  l imi tat ion 
is  $30,000 for  2003,  2004,  2005,  and 2006,  and does not  inc lude 
GST/HST and provinc ia l  sa les tax.  

Musical  instruments 

I f  you are a registered indiv idual  or  member of  a par tnership and you 
use a musical  inst rument  for  employment purposes or  in  a business 
carr ied on by the par tnership,  we consider  that  use to be in your 
commercia l  act iv i t ies,  and you can fo l low the general  ru les for  
c la iming ITCs for  capi ta l  personal  property.  
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Change-of-use rules for capital  personal  property 

From non-commercial  to commercial  use 

When you change the pr imary use of  capi ta l  personal  property f rom 
non-commercia l  to  commercia l ,  we consider  you to have sold the 
property,  reacquired i t ,  and paid GST/HST at  that  t ime.  This means 
you can c la im an ITC based on the basic tax content  of  the property  
at  that  t ime.  

We have s impl i f ied the  basic tax content  formula to accommodate 
most  regist rants.  I t  may not  apply to some regist rants such as 
selected l is ted f inancia l  inst i tu t ions.  Cal l  us i f  you need more 
informat ion.   

The basic tax content  formula is  as fo l lows:  

(A –  B)  × C 

A is  the GST/HST payable at  last  acquis i t ion and the GST/HST 
payable on improvements to the property ( i f  your  last  acquis i t ion of  
the property  and the acquis i t ion of  any improvements you made to 
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i t ,  took p lace before  Ju ly 1,  2006,  A  is  the GST/HST payable at  7% 
or  15%);  

B is  any rebate or  refund you are ent i t led to (not  inc luding ITCs);  

C is  the lesser  of :   

–  1;  and  

–  the fa i r  market  value of  the proper ty at  the t ime of  the change in 
use divided by  the cost  of  the property at  the last  acquis i t ion of  
the property and the cost  of  any improvements to the property.  

Example 
You operate several  commercia l  and res ident ia l  renta l  bui ld ings in 
Ontar io.  You pay GST on the purchase of  a t ractor  for  use pr imar i ly  
for  the res ident ia l  bui ld ings (non-commercia l  act iv i ty) .  You cannot  
c la im an ITC for  th is  purchase and you are not  ent i t led to any 
refunds or  rebates.  

Cost  of  t ractor  $ 10,000

GST payable ($10,000 × 6%) $ 600
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Later ,  you change the pr imary use of  the t ractor  to the commercia l  
bui ld ings (commercia l  act iv i ty) .  I f  the fa i r  market  value of  the t ractor  
was $7,000 when you changed the use,  you can c la im an ITC based 
on the basic tax content  of  the t ractor  at  the t ime of  the change in 
use as fo l lows:  

Basic tax content  = (A – B) × C 

 = ($600 – $0)  × ($7,000/$10,000) 

 = $420 

Enter  th is  amount  on l ine 106  o f  your  GST/HST return.  

From commercial  to non-commercial  use 

I f  you change the pr imary use f rom commercia l  to  non-commercia l ,  
you have to sel f -assess and pay GST/HST based on the basic tax 
content  of  the capi ta l  personal  property.  

Example 
You are the operator  descr ibed in the previous example.  Af ter  
changing the use of  the t ractor  to  pr imar i ly  commercia l  act iv i t ies,  
you now change the use back to pr imar i ly  non-commercia l  act iv i t ies.  
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The t ractor 's  fa i r  market  value is  now $4,000.  You have to add GST 
based on the basic tax content  of  the t ractor  in  your net  tax 
calculat ion as fo l lows:  

Basic tax content  = (A – B) × C 

 = ($420 – $0)  × ($4,000/$7,000) 

 = $240 

You add  GST of  $240 in your net  tax calculat ion because of  the 
change in pr imary use to non-commercia l .  Inc lude th is  amount  on 
l ine 103  o f  your GST/HST return.   

Sale of  capital  personal  property 

I f  you sel l  capi ta l  personal  property  that  was used more than 50% in 
your commercia l  act iv i t ies,  you have to charge GST/HST on the sale.  
However,  you do not  charge GST/HST on the sale i f  the property was 
used 50% or less in your  commercia l  act iv i t ies.  

The chart  on page 92 [below] is  a quick reference to the ru les for  
c la iming ITCs on capi ta l  personal  property.  



–  92  –  

ITCs for acquisit ion of  capital  personal  property 

 Percentage of  
use in 

commercial  
act ivi t ies Corporat ions Partnerships 

Personal  
property 

< 50% 

> 50% 

None 

100% 

None 

100% 

 

Passenger 
vehicles (1 )  
and aircraft  

< 10% 

> 10% to 50% 

> 50% to  
< 90% 

> 90% 

None 

None 

 
100% 

100% 

None 

CCA  ( 2 )  

 
CCA  ( 2 )  

100% 
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 Percentage of  
use in 

commercial  
act ivi t ies Individuals 

Public 
service 
bodies 

Personal  
property 

< 50% 

> 50% 

None 

100% 

None 

100% 

 

Passenger 
vehicles (1 )  

and aircraft  

< 10% 

> 10% to 50% 

> 50% to < 90% 

> 90% 

None 

CCA  ( 2 )  

CCA  ( 2 )  

100% 

None 

None 

100% 

100% 
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 Percentage of  
use in 

commercial  
act ivi t ies 

Financial  
inst i tut ions 

Personal  
property 

< 50% 

> 50% 

% of  use 

% of  use 

Passenger 
vehicles (2 )  
and aircraft  

< 10% 

> 10% to 50% 

> 50% to < 90% 

> 90% 

% of  use 

% of  use 

% of  use 

% of  use 
 

1 The par t  of  the cost  of  passenger vehic les e l ig ib le for  an ITC is  
l imi ted to the capi ta l  cost  l imi tat ion,  which is  $30,000 for  2003,  
2004,  2005,  2006,  and 2007 ( the amount  does not  inc lude federal  or  
provinc ia l  sa les taxes) .  

2 CCA refers to the capi ta l  cost  a l lowance for  income tax purposes.  
You determine your ITC annual ly  us ing the fo l lowing formulas:  
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For tax years ending before July 1,  2006 
CCA × 7/107 i f  you paid GST, CCA × 15/115 i f  you paid HST, 

For a tax year that  includes July 1,  2006 
CCA × 6.5/106.5 i f  you paid GST, CCA × 14.5/114.5 i f  you paid 
HST, or  

For tax years ending after  July 1,  2006 
CCA × 6/106 i f  you paid GST, CCA × 14/114 i f  you paid HST. 

When you pay the 8% provinc ia l  par t  of  HST for  a vehic le or  a i rcraf t  
you brought  in to a par t ic ipat ing province for  business purposes,  you 
may c la im an ITC by using the formula CCA × 8/108.  I f  you use the 
vehic le or  a i rcraf t  in  both commercia l  and non-commercia l  act iv i t ies,  
only the par t  of  the CCA at t r ibutable to the commercia l  act iv i t ies may 
be used to calculate your ITC. 
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Capital  real  property 

The ru les for  c la iming ITCs for  capi ta l  real  property,  such as a 
bui ld ing,  depend on whether  you are a corporat ion,  a par tnership,  an 
indiv idual ,  a f inancia l  inst i tu t ion,  or  a publ ic  serv ice body.  See "Real  
property"  on page 207 [40]  for  more informat ion.  

Simplif ied Method for claiming ITCs 
The Simpl i f ied Method for  c la iming ITCs is  an a l ternat ive way for  
e l ig ib le regist rants to calculate thei r  input  tax credi ts .   

When you use the Simpl i f ied Method,  you do not  have to show 
GST/HST separate ly  in  your records.  You only need to tota l  the 
amount  of  your taxable purchases for  which you can c la im an ITC. 
However,  you have to keep the usual  documents to support  your ITC 
c la ims for  audi t  purposes.  

You can use the Simpl i f ied Method i f  your  annual  wor ldwide revenues 
f rom taxable goods and serv ices ( inc luding those of  your associates)  
are $500,000 or  less in  your last  f iscal  year.  
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Your tota l  taxable suppl ies ( inc luding those of  your associates)  for  a l l  
preceding f iscal  quarters of  the current  f iscal  year must  a lso be 
$500,000 or  less.  These l imi ts  do not  inc lude goodwi l l ,  zero-rated 
f inancia l  serv ices,  or  sales of  capi ta l  real  property.  

Also,  you must  have $2 mi l l ion or  less in taxable purchases made in 
Canada in your last  f iscal  year  to  qual i fy  to use th is  method.  The 
$2 mi l l ion purchase l imi t  does not  inc lude zero-rated purchases,  but  
inc ludes purchases imported in to Canada or  brought  in to a 
par t ic ipat ing province.  

I f  you are a publ ic  serv ice body,  you must  be able to reasonably 
expect  that  your taxable purchases in the current  f iscal  year wi l l  not  
be more than $2 mi l l ion.  

Exception 
Listed f inancia l  inst i tu t ions cannot  use the Simpl i f ied Method to 
calculate ITCs.   

I f  you qual i fy ,  you can star t  us ing the Simpl i f ied Method at  the 
beginning of  a report ing per iod.  You do not  have to f i le  any forms to 
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use i t .  Once you decide to use th is  method,  you have to use i t  for  at  
least  one year i f  you cont inue to qual i fy .  

How does the Simpli f ied Method work? 

I f  you make purchases in both par t ic ipat ing and non-part ic ipat ing 
provinces,  you have to separate your purchases that  are taxable at  
the GST rate f rom those taxable at  the HST rate.  

You can use the Simpl i f ied Method to calculate ITCs only for  
purchases you use to provide taxable goods and serv ices.  I f  you use 
your purchases for  personal  use,  or  to provide both taxable and 
exempt goods and serv ices,  only the por t ion used for  provid ing 
taxable goods and serv ices can be inc luded in the ITC calculat ion.  
I f  you use a purchase at  least  90% to provide taxable goods and 
serv ices,  you can inc lude the tota l  purchase pr ice in  your  ITC 
calculat ion.   
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To calculate ITCs using the Simpl i f ied Method,  fo l low these steps:  

Step 1 

Add up your business expenses for  which you can c la im an ITC. When 
you make purchases in both par t ic ipat ing and non-part ic ipat ing 
provinces,  you have to separate ly  add up your purchases that  are 
taxed at  6%, 7%, 14% and 15%. 

Inc lude capi ta l  personal  property purchases and improvements to 
such property i f  you use the property more than 50% in your 
commercia l  act iv i t ies.  Your tota ls  wi l l  inc lude:  

• GST or  HST; 

• non-refundable PST (only for  GST-taxable purchases) ;  

• taxes or  dut ies on imported goods;  

• reasonable t ips;  

• in terest  and late penal ty  charges re lated to purchases taxable at  
GST or  HST; and 



–  100  –  

• re imbursements paid to employees,  par tners,  and volunteers for  
taxable expenses.   

Do not  inc lude:   

• expenses on which you have not  paid GST/HST such as employees'  
sa lar ies,  insurance payments,  in terest ,  exempt or  zero-rated 
purchases,  and purchases f rom a non-regist rant ;  

• purchases you made outs ide Canada which are not  subject  to 
GST/HST; 

• real  property purchases;  

• refundable or  rebatable PST; 

• purchases for  which you are not  ent i t led to c la im an ITC such as:  

–  the par t  you use for  personal  use or  to provide exempt goods and 
serv ices;   

–  capi ta l  personal  property that  you do not  use more than 50% in 
your commercia l  act iv i t ies;  and 
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–  the par t  of  the cost  of  a passenger vehic le that  exceeds the 
capi ta l  cost  l imi tat ion for  income tax purposes ( for  more 
informat ion,  see the chart  on page 92 [19]  ) ;   

• 50% of  the meal  and enter ta inment  expenses (you may inc lude 
100% of  the expenses and make the 50% adjustment  at  the end of  
your f iscal  year) ;  

• i f  you are an indiv idual  or  a par tnership,  passenger vehic les or  
a i rcraf t  you bought  or  imported that  you wi l l  not  use 90% or more in 
commercia l  act iv i t ies (see the chart  on page 92 [19]  for  more 
informat ion) ;  and 

• amounts paid or  payable in  report ing per iods before you star ted 
using the Simpl i f ied Method to calculate your ITCs.  

Note 
I f  you a lso use the Quick Method of  account ing,  only inc lude 
business purchases for  which you are ent i t led to c la im ITCs,  such 
as purchases of  capi ta l  equipment.  
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Step 2 

Mult ip ly  the amount(s)  you calculated in s tep 1 by:  

• 6 and d iv ide the resul t  by 106 for  purchases on which you paid 6% 
GST;  

• 7 and d iv ide the resul t  by 107 for  purchases on which you paid 7% 
GST;  

• 14 and d iv ide the resul t  by 114 for  purchases on which you paid 
14% HST; and  

• 15 and d iv ide the resul t  by 115 for  purchases on which you paid 
15% HST .  

Step 3 

Add  the fo l lowing amounts,  i f  they apply,  to your ITC amount 
calculated in step 2:  

• ITCs you d id not  c la im before you star ted using the Simpl i f ied 
Method,  as long as the t ime l imi t  for  c la iming them has not  expi red;  
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• ITCs for  the GST/HST you paid or  owe on real  property purchases.  
See "Cla iming ITCs" on page 211 [40]  to f ind out  the ITC you can 
c la im for  real  property  purchases;  and 

• i f  you are an indiv idual  or  a par tnership,  the ITC you may c la im for  
a passenger vehic le or  an a i rcraf t  used less than 90% in your 
commercia l  act iv i t ies.  

Enter  th is  tota l  on l ine 106  o f  your GST/HST return.  

The fo l lowing example shows you how to calculate your ITC for  
var ious purchases and expenses step by step.  

Example ( includes 6% GST and 8% PST) 

Descript ion  Expenses*  

Rent  $ 1,070

Employees'  sa lar ies**  3 ,000

Insurance**  50
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Descript ion  Expenses*  

Capi ta l  property  used more than 50% in commercia l  
act iv i t ies 575

Advert is ing 214

Off ice suppl ies 230

Inventory purchases  1,150

Land***  21,400

Total  purchases and expenses  $ 27,689

* Inc ludes GST and any non-refundable PST.  

** GST does not  apply.  

*** Does not  inc lude any PST. 
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Step 1 

Add al l  purchases and expenses inc luding GST and 
PST $ 27,689.00

Subtract  employees'  sa lar ies,  insurance,and land 
($3,000 + $50 + $21,400) ($24,450.00)

Taxable expenses $ 3,239.00

Step 2 

Mult ip ly  taxable expenses by 6/106 ($3,239 × 6/106) $ 183.34

Step 3 

ITCs on taxable expenses $ 183.34

Add  ITC on land ($21,400 × 6/106) 1,211.32 

ITC  $ 1,394.66
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Calculating your net tax 
You need to calculate your business 's  net  tax for  each GST/HST 
report ing per iod and report  th is  on your GST/HST return.  To do so,  
calculate:  

• the GST/HST col lected and col lect ib le on your taxable suppl ies 
made dur ing the report ing per iod;  and 

• the GST/HST paid and payable on your business purchases and 
expenses for  which you can c la im an ITC. 

The d i f ference between these two amounts,  inc luding any 
adjustments,  is  cal led your net tax.  I t  is  e i ther  your GST/HST 
remit tance or  your GST/HST refund.  I f  you charged more GST/HST 
than you paid or  owe,  send us the d i f ference.  I f  you paid or  owe more 
GST/HST than you charged,  you can c la im a refund of  the d i f ference.  

For  most  businesses,  th is  calculat ion is  s t ra ight forward.  However,  to  
help reduce paperwork and bookkeeping costs,  most  smal l  businesses 
can use the Quick Method of  account ing to calculate thei r  GST/HST 
remit tance.  See the page 111 [next  page]  for  more informat ion.  
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GST/HST charged and not collected 
You are l iab le for  the GST/HST you charge on goods or  serv ices on 
the day you receive payment or  the day the payment is  due,  whichever 
is  ear l ier .  We usual ly  consider  payment to be due on the date you 
issue an invoice or  the date speci f ied in an agreement,  whichever 
comes f i rs t .  Therefore,  i f  you issue an invoice before you receive the 
payment,  you have to inc lude the GST/HST charged on th is  invoice in 
the report ing per iod that  inc ludes the date of  the invoice,  even i f  you 
have not  yet  col lected the tax.  Inc lude the GST/HST you charged for  
both paid and unpaid invoices on l ine 103  o f  your  GST/HST return for  
the report ing per iod in which you issued the invoices.  

GST/HST payable and not paid 
When you calculate your ITCs,  you can inc lude the GST/HST for  
purchases and expenses for  which you have been invoiced but  not  yet  
paid.  This means that  you can get  a credi t  for  the GST/HST you owe 
to your suppl iers before you pay the invoice.  
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Bad debt adjustments 
I f  you a l ready inc luded the GST/HST on a credi t  sa le on your 
GST/HST return,  you remit ted any outstanding net  tax,  and that  sale 
became in whole or  in  par t  a bad debt ,  you can recover the GST/HST 
as a tax adjustment  on l ine 107  o f  your return.  To do th is ,  the debt  
has to be wr i t ten of f  as a bad debt  in  your records,  and you have to 
deal  wi th the person at  arm's length.  

Use the fo l lowing formula to calculate the tax adjustment .  This 
formula is  based on the tax that  was payable at  the t ime of  the supply.  

A ×  B  

 C  

A is  the GST/HST payable on the sale;  

B is  the tota l  amount  that  remains unpaid for  the supply that  was 
wr i t ten of f  as a bad debt ,  inc luding GST/HST and appl icable 
provinc ia l  sa les taxes (PST);  and 
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C is  the tota l  amount  of  the sale,  inc luding GST/HST and appl icable 
PST. 

The fo l lowing example uses the 7% rate for  GST, which was in ef fect  
pr ior  to July 1,  2006.  

Example 
You receive only a par t ia l  payment of  $800 towards a credi t  sa le of  
$1,150,  inc luding $70 GST and $80 PST. The remaining unpaid 
balance of  $350 later  proves to be uncol lect ib le and you wr i te i t  o f f  
as a bad debt .  You can recover GST of  $21.30 as a tax adjustment  
on l ine 107  o f  your  GST/HST return:  

Tax adjustment  = $70 × $ 350

  $ 1,150

 = $21.30  

You have to make the tax adjustment  in  a report ing per iod that  ends 
wi th in four years  o f  the due date of  the return for  the report ing per iod 
in which you wrote of f  the bad debt .  
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Bad debt recovered 

I f  you c la imed a bad debt  adjustment  on l ine 107  and you later  
receive a payment towards that  debt ,  you have to inc lude the 
GST/HST port ion of  that  amount  as an adjustment  on l ine 104  o f  your  
GST/HST return for  the report ing per iod in which the amount  is  
recovered.  

Use the fo l lowing formula to calculate th is  tax adjustment :  

A ×  B  

 C  

A is  the amount  of  the bad debt  you recovered;  

B is  the GST/HST payable for  the supply to which the bad debt  
re lates;  

C is  the tota l  amount  of  the sale,  inc luding GST/HST and appl icable 
PST. 
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The fo l lowing example uses the 7% rate for  GST, which was in ef fect  
pr ior  to July 1,  2006.  

Example  
In  2003,  you made a credi t  sa le of  $1,150,  inc luding $70 GST and 
$80 PST. The amount  la ter  proved to  be uncol lect ib le and you wrote 
i t  o f f  as a bad debt .  You recovered $70 GST as a tax adjustment  on 
l ine 107  o f  your GST/HST return.  In 2005,  you receive a payment of  
$400 towards the debt .  You now have to inc lude GST in the amount  
of  $24.35 on l ine 104: 

Tax adjustment  = $400 × $ 70

   $ 1,150

 = $24.35  

Quick Method of accounting 

The Quick Method of  account ing is  a s imple way to calculate the 
GST/HST you have to remit .  You may begin to use th is  method i f  your  
annual  wor ldwide taxable suppl ies  and those of  your associates 
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( inc luding zero-rated suppl ies)  are no more than $200,000 ( inc luding 
GST/HST) in any four  consecut ive f iscal  quarters over the last  
f ive f iscal  quarters.  The $200,000 l imi t  does not  inc lude the fo l lowing:  

• suppl ies of  f inancia l  serv ices;  

• sales of  real  property ;  

• sales of  capi ta l  assets;  and 

• goodwi l l .  

Certa in businesses cannot  use the Quick Method,  inc luding:  

• accountants;  

• bookkeepers;   

• f inancia l  consul tants;  

• lawyers (or  law of f ices) ;  

• actuar ies;  

• notar ies publ ic ;  

• l is ted f inancia l  inst i tu t ions;  
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• audi t  serv ices;  and 

• tax return preparat ion serv ices or  tax consul tants.  

See Booklet  RC4058,  QUICK METHOD OF ACCOUNTING FOR GST/HST for  
more informat ion on who can use the Quick Method of  account ing.  

How does the Quick Method work? 
With the Quick Method,  you charge and col lect  GST or  HST on taxable 
goods and serv ices you supply to your  customers in the usual  way.  
But ,  to  calculate the net  GST/HST to remit ,  you mul t ip ly  your taxable 
suppl ies inc luding GST and your taxable suppl ies inc luding HST made 
dur ing the report ing per iod by the Quick Method remit tance rate or  
rates that  apply to those suppl ies.  

The remit tance rates depend on whether  you are in the serv ice,  reta i l ,  
or  manufactur ing business,  the province in which your permanent  
establ ishment is  located,  and on where your serv ices are provided.   
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Note 
There are several  remit tance rates.  See Booklet  RC4058,  QUICK 
METHOD OF ACCOUNTING FOR GST/HST to help you determine which 
rate or  rates apply to your suppl ies.  

The remit tance rates are less than the GST/HST rates of  tax that  you 
charge.  This means that  you remit  only a par t  of  the tax that  you 
col lect ,  or  that  is  col lect ib le.   

I f  you use th is  method,  you have to cont inue using i t  for  at  least  a 
year.  There are other  except ions as  wel l .  For  more informat ion on how 
i t  works and what  remit tance rate(s)  to use,  see Booklet  RC4058,  
QUICK METHOD OF ACCOUNTING FOR GST/HST. 

Input tax credits ( ITCs) 

When you use the Quick Method,  you do not  need to keep t rack of  the 
GST/HST you pay or  owe on your  operat ing expenses (such as 
ut i l i t ies,  rent ,  and te lephone expenses),  meal  and enter ta inment 
expenses,  and inventory purchases.  The Quick Method remit tance 
rates take into account  the GST/HST you pay on these purchases and 
expenses.  As such,  you cannot  c la im ITCs for  your operat ing 
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expenses.  However,  you st i l l  have to keep records of  your  purchases 
and expenses.  

You can c la im ITCs for  cer ta in purchases such as purchases of  land 
and purchases for  which you can c la im a capi ta l  cost  a l lowance for  
income tax purposes,  such as computers,  vehic les,  other  large 
equipment and machinery.  

How do I  start using the Quick Method? 
To use the Quick Method,  see Booklet  RC4058,  QUICK METHOD OF 
ACCOUNTING FOR GST/HST. The booklet  inc ludes Form GST74,  
ELECTION AND REVOCATION OF AN ELECTION TO USE THE QUICK METHOD 
OF ACCOUNTING.  You can complete Form GST74 and send i t  to  us,  or  
cal l  us to e lect  to s tar t  us ing the Quick Method.  See Appendix 3 for  
inst ruct ions on how to complete your GST/HST return when you use 
the Quick Method.  

I f  you are an annual  f i ler ,  you have to f i le  the e lect ion wi th in three 
months of  the beginning of  the f iscal  year  in  which you want  to use 
the Quick Method.  I f  you are a monthly or  quarter ly  f i ler ,  you have to 
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f i le  the e lect ion by the due date of  the return for  the report ing per iod 
in which you want  to star t  us ing the Quick Method.  

Di f ferent  s impl i f ied account ing methods are avai lable for  char i t ies,  
qual i fy ing non-prof i t  organizat ions,  and other  publ ic  serv ice bodies.  
For  in format ion on these s impl i f ied account ing methods,  see the 
fo l lowing guides:  

• RC4247,  The Specia l  Quick Method of  Account ing for  Publ ic  
Serv ice Bodies;  

• RC4082,  GST/HST Informat ion for  Char i t ies;  

• RC4081,  GST/HST Informat ion for  Non-Prof i t  Organizat ions;  and 

• RC4049,  GST/HST Informat ion for  Munic ipal i t ies.  

Filing your GST/HST returns 
We wi l l  automat ical ly  send you Form GST34,  GOODS AND SERVICES 
TAX/HARMONIZED SALES TAX (GST/HST) RETURN FOR REGISTRANTS,  
which inc ludes pre-pr inted in format ion about  your account .   
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Note 
Beginning in Apr i l  2007,  Form GST34 wi l l  have a new look.  I t  wi l l  
now be two pages long,  however the informat ion you need to provide 
is  the same as before.  

The personal ized return we send you for  each report ing per iod is  not  
avai lable on our  Web s i te as we can only provide i t  in  a pre-pr inted 
format.  I f  you do not  receive a personal ized return wi th in 15 work ing 
days of  the end of  your  report ing per iod,  or  i f  you misplace i t ,  you can 
use Form GST62,  GOODS AND SERVICES TAX/HARMONIZED SALES TAX 
(GST/HST) RETURN (NON-PERSONALIZED) instead.  This non- 
personal ized form is  the same as the personal ized return,  except  you 
have to enter  your personal  data.   

To order  non-personal ized Form GST62,  you can:  

• vis i t  our  Web s i te at  www.cra.gc.ca/orderforms;  or  

• cal l  us at  1-800-959-2221.   

You st i l l  have to f i le  your  return by the due date even i f  you do not  
receive your personal ized return on t ime.  
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We have inc luded a sample of  Form GST34 at  the end of  th is  guide.  
See Appendix 3 on page 292 [56]  for  inst ruct ions on how to complete 
your return.  

Note 
I f  you are a non-resident ,  complete your GST/HST return in 
Canadian-dol lar  amounts and remit  any amounts owing in Canadian 
funds.  

Filing and remitting due dates 
Monthly and quarterly f i lers 

I f  your  report ing per iod is  monthly or  quarter ly ,  you have to f i le  your 
GST/HST return and remit  any amount  owing no later  than one month 
af ter  the end of  your report ing per iod.  

Annual f i lers 

I f  your  report ing per iod is  annual ,  you usual ly  have to f i le  your return 
and remit  any amount  owing no later  than three months af ter  the end 
of  your f iscal  year.   



–  119  –  

Exception 
I f  a l l  o f  the fo l lowing apply to you,  then your GST/HST return is  due 
by June 15.  However,  any GST/HST remit tance is  due by Apr i l  30.  
These di f ferent  due dates apply i f :  

• you are an indiv idual  wi th business income for  income tax 
purposes;   

• you f i le  annual  GST/HST returns;  and 

• you have a December 31 f iscal  year-end.   

As an annual  f i ler ,  you may also have to pay quarter ly  insta lments.  
I f  so,  they are due no later  than one month af ter  the last  day of  each 
f iscal  quarter .  See " Insta lment  payments"  on page 143 [28]  for  more 
informat ion.  

How to fi le your return and remit any amount owing 
Depending on your s i tuat ion,  you may have up to four  d i f ferent  
opt ions for  f i l ing your GST/HST return and remit t ing any amount  
owing.  
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Note 
I f  i t  appl ies to you,  a lso see "Are you a sole-propr ietor  whose 
annual  GST/HST return is  due by June 15?" on page 124 [24]  for  
in format ion on which form to use to remit  an amount  owing on your 
GST/HST return.  

Option 1 – by mail  

You can mai l  your  return and your remit tance,  i f  any,  to the address 
shown on the GST/HST return.   

Pr int  your  Business Number on your  cheque and make i t  payable to 
the Receiver  General .  Do not  send cash in the mai l .  To avoid 
processing delays,  do not  s taple or  a t tach receipts or  other  support ing 
documents to your return.  

Note 
You have to make your remit tance at  your  f inancia l  inst i tu t ion i f  i t  is  
more than $50,000.   
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Option 2 – at  your f inancial  inst i tut ion 

I f  you are remit t ing an amount  owing,  you can take your return and 
remit tance to your par t ic ipat ing f inancia l  inst i tu t ion in Canada,  
unless:   

• you are of fset t ing an amount  owing on the return by a rebate or  
refund;  

• you are c la iming a refund;  or  

• you are f i l ing a n i l  return.  

In these cases,  you have to mai l  your  return and remit tance to the 
address shown on your return.  You cannot claim a refund or rebate 
at  your bank or f inancial  inst i tut ion.  

I f  you are paying at  a f inancia l  inst i tu t ion and your return requires 
at tached documentat ion,  you wi l l  have to send us these documents 
separate ly .   
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Option 3 – using GST/HST NETFILE and TELEFILE 

You may be e l ig ib le to f i le  your return e lectronical ly  us ing GST/HST 
NETFILE or  TELEFILE i f  you have a four-d ig i t  access code pr inted on 
the work ing copy of  your personal ized GST/HST return and a l l  o f  the 
fo l lowing condi t ions are met:  

• your return has a n i l  balance or  a refund of  $10,000 or  less 
(See "Changes p lanned for  GST/HST NETFILE and TELEFILE,"   
on page 123 [below],  to f ind out  more) ;  

• your Business Number,  name, address,  and report ing per iod pr inted 
on your return are correct ;   

• your return does not  inc lude an amount  at  l ine 111;  and 

• you do not  need to f i le  a rebate appl icat ion wi th your return.  

A four-d ig i t  access code wi l l  be pr in ted on your return i f  a l l  o f  the 
fo l lowing condi t ions are met:  

• your account  has at  least  a one-year h is tory of  f i l ing GST/HST 
returns;  

• your account  is  not  a jo int  f i ler ;  
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• your account  is  not  in  bankruptcy proceedings;  and 

• Revenu Québec does not  administer  your account .  

Changes planned for GST/HST NETFILE and TELEFILE 

Changes p lanned in October 2007 wi l l  enable us to accept  returns 
f i led us ing GST/HST NETFILE and TELEFILE that  have an amount 
owing.  To correspond wi th these p lanned changes,  we wi l l  begin 
sending new Form RC158,  GST/HST NETFILE/TELEFILE REMITTANCE 
VOUCHER,  a long wi th the GST/HST return in  October 2007 to a l l  
regist rants who may be e l ig ib le to use e i ther  of  these f i l ing methods.   

Use Form RC158 to remit  any amount  owing on a return that  you f i le  
us ing GST/HST NETFILE or  TELEFILE. Do not use the remittance 
part  of  your GST/HST return.   

You wi l l  be able to order  th is  personal ized form once the p lanned 
changes to GST/HST NETFILE and TELEFILE take p lace in October 
2007 using one of  the fo l lowing opt ions:  

• I f  you have a Government of  Canada epass,  order  i t  onl ine at  the 
fo l lowing address:  www.cra.gc.ca/mybusinessaccount.   
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• Order i t  onl ine at  www.cra.gc.ca/requests-business  (you do not  
need an epass to use th is  opt ion) .   

• Cal l  us to order  i t  a t  1-800-959-5525.  

Form RC158 wi l l  not  be avai lable on our  Web s i te as we can only 
provide i t  in  a pre-pr inted format.  

Option 4 – using Electronic Data Interchange (EDI)  

Returns and remit tances can a lso be f i led e lectronical ly  through a 
par t ic ipat ing f inancia l  inst i tu t ion.  For  more informat ion,  v is i t  our  Web 
s i te at  www.cra.gc.ca/gsthst-edi  or  contact  your f inancia l  inst i tu t ion.   

Are you a sole-proprietor whose annual GST/HST return is due by 
June 15? 

I f  th is  appl ies to you,  use the appl icable form to remit  any amount  
owing as fo l lows:  

• use Form GST34,  GOODS AND SERVICES TAX/HARMONIZED SALES TAX 
(GST/HST) RETURN FOR REGISTRANTS,  i f  you remit  the amount  owing 
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and f i le  the return together.  You can a lso use Form GST62,  which 
is  the non-personal ized vers ion of  Form GST34.  

• use Form RC177,  GST/HST BALANCE DUE REMITTANCE VOUCHER,  i f  
you remit  the amount  owing and f i le  the return separately .  For  
example,  use Form RC177 to remit  an amount  owing by Apr i l  30 i f  
you f i le  the return separate ly  on June 15.  Also use Form RC177 to 
remit  the amount  you owe i f  you f i le  the return separate ly  us ing 
GST/HST NETFILE or  TELEFILE. 

Form RC177 is  not  avai lable on our  Web s i te as we can only provide i t  
in  a pre-pr inted format.  I f  you need to order  th is  personal ized form, 
you can use one of  the fo l lowing opt ions:  

• I f  you have a Government of  Canada epass,  you can order  i t  onl ine 
at  the fo l lowing address:  www.cra.gc.ca/mybusinessaccount.   

• You can order  i t  onl ine at  www.cra.gc.ca/requests-business  (you 
do not  need an epass to use th is  opt ion) .   

• You can cal l  us to order  i t  a t  1-800-959-5525.  
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Date received 
When a due date fa l ls  on a Saturday,  Sunday,  or  a publ ic  hol iday,  we 
consider  your return and remit tance to be on t ime i f  we receive them 
on the next  business day.  

We wi l l  charge a penal ty  i f  we do not  receive your return on t ime,  
unless there is  a $0 balance or  we owe you a refund on the return.  
We wi l l  a lso charge interest  on any outstanding amounts you owe. 

Returns 

I f  you send your return by mai l ,  we consider  the date of  the postmark 
to be the date we received i t .  

Payments and remittances 

We do not  consider  that  you have paid or  remit ted an amount  you owe 
on a return unt i l  we or  a par t ic ipat ing f inancia l  inst i tu t ion actual ly  
receive i t .  To avoid in terest  charges on a late payment,  make sure we 
receive any amount  due by the due date of  the return.  
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I f  you make your remit tance through an automated te l ler  machine 
(ATM) at  your par t ic ipat ing f inancia l  inst i tu t ion,  we do not  consider  
that  we have received your payment unt i l  the f inancia l  inst i tu t ion 
processes the ATM transact ion.  Please a l low suf f ic ient  t ime (general ly  
two or  three days)  for  the f inancia l  inst i tu t ion to process the payment 
and credi t  the Receiver  General  account .  

See "What penal ty  and interest  do we charge" on page 136 [27]  for  
more informat ion.  

Direct deposit 
We can also deposi t  your  refunds or  rebates d i rect ly  in to your bank 
account .  This can save you t ime and be more convenient .  I f  you want  
to use th is  opt ion,  complete  and send us Form GST469,  DIRECT 
DEPOSIT  REQUEST.  

Branches or divisions fi l ing separate returns 
Although you have to register  your  business as a s ingle ent i ty ,  you 
can apply to have your branches or  d iv is ions f i le  thei r  own returns.  
To do th is ,  use Form GST10,  APPLICATION OR REVOCATION OF THE 
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AUTHORIZATION TO FILE SEPARATE GST/HST RETURNS AND REBATE 
APPLICATIONS FOR BRANCHES OR DIV IS IONS.  

To qual i fy  to f i le  separate ly ,  your branches or  d iv is ions have to be 
separate ly  ident i f ied e i ther  by thei r  locat ion or  the nature of  thei r  
act iv i t ies,  and separate records must  be kept .  The branches and 
d iv is ions have to keep the same report ing per iods as the parent  
company.  

Using a rebate or refund to decrease an amount owing  
on your GST/HST return 
You can of fset  the net  tax you owe on your GST/HST return wi th 
cer ta in GST/HST rebates to which you are ent i t led.  The appl icat ion 
forms for  these rebates conta in a sect ion where you choose to e i ther  
send the rebate appl icat ion to us d i rect ly  or  choose to apply the 
rebate amount  to the net  tax on your GST/HST return on l ine 111.  For  
more informat ion on the types of  rebates that  can be appl ied to an 
amount  owing on your GST/HST return,  cal l  us at  1-800-959-5525.  

I f  you f i le  your  return and rebate appl icat ion together ,  remit  only the 
d i f ference ( i f  any)  between the amount  of  the rebate and the GST/HST 
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you owe on your return.  I f  the rebate is  more than the amount  of  
GST/HST you owe, we wi l l  refund you the d i f ference.  

For example,  i f  you are apply ing for  a rebate of  the GST/HST you paid 
in error ,  and at  the same t ime you owe net  tax on your return,  you can 
of fset  the net  tax you owe by the rebate amount .  Wr i te the amount  of  
your  rebate on l ine 111  o f  your  return,  and inc lude your completed 
rebate appl icat ion,  Form GST189,  GENERAL APPLICATION FOR REBATE 
OF GST/HST, wi th the return.  

You can a lso f i le  two or  more returns together,  of fset t ing the net  tax 
you owe on one return wi th a refund c la imed on the other .  For  
example,  i f  your  business has branches that  f i le  separate returns,  you 
can of fset  your  GST/HST remit tance by the amount  of  any refund to 
which any of  your branches are ent i t led.  To do so,  f i le  the returns 
together .  

I f  you are of fset t ing a remit tance by the amount  of  a refund or  rebate,  
mai l  a l l  appl icable GST/HST returns and rebate appl icat ions together  
to the address shown on your return.  Make sure we receive your 
return,  rebate appl icat ion,  and any remit tance by the due date.  
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A l though f inancia l  inst i tu t ions wi l l  accept  GST/HST remit tances a long 
wi th returns,  you cannot  of fset  amounts owing at  your  f inancia l  
inst i tu t ion.  

Filing nil  returns 
You have to f i le  a GST/HST return for  every report ing per iod,  even i f  
you have no net  tax to remit  and are not  expect ing a refund.  In other  
words,  even i f  you have no business t ransact ions in a report ing 
per iod,  you st i l l  have to f i le  a return.  Otherwise,  you may exper ience 
delays in get t ing refunds for  la ter  report ing per iods and you can 
expect  to receive a  fa i lure to f i le  reminder not ice.   

How to temporarily stop fi l ing GST/HST returns for specific 
reporting periods 
You may be e l ig ib le to s top f i l ing returns for  report ing per iods dur ing 
which you have l i t t le  or  no GST/HST to report  ( for  example,  i f  you 
operate a seasonal  or  par t - t ime business,  or  i f  you are a non-resident  
who carr ies on business in Canada only for  a short  per iod of  t ime 
each year) .  
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These report ing per iods are cal led designated report ing periods.  
To temporar i ly  s top f i l ing GST/HST returns,  send us a wr i t ten request .  
Once we approve your request ,  you wi l l  not  have to f i le  GST/HST 
returns for  a l l  designated report ing per iods wi th in a f iscal  year,  as 
long as you cont inue to meet  the fo l lowing cr i ter ia:   

• you expect  that  the amount  of  GST/HST you wi l l  charge and other  
amounts that  you must  add to your net  tax in  a report ing per iod wi l l  
be $1,000 or  less;  

• you have met a l l  your  obl igat ions wi th us (Customs, income tax,  
and GST/HST);  and 

• you d id not  revoke a designat ion for  report ing per iods in the current  
f iscal  year.  

Once approved,  a designat ion for  a report ing per iod may be revoked i f  
you no longer meet  the above cr i ter ia.  

I f  consecut ive report ing per iods are to be designated,  the tota l  of  a l l  
the amounts to be added to your net  tax for  those report ing per iods 
must  be $1,000 or  less.  Any amount  owing in a designated report ing 
per iod is  carr ied forward to the next  report ing per iod.  
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You cannot  temporar i ly  s top f i l ing GST/HST returns i f  you are an 
annual  f i ler  or  a branch of  a regist rant ,  unless the regist rant  as a 
whole appl ies for  designated report ing per iods.  

After you file 
Our notices and statements 
Notice of  (Re)Assessment  

Once we have processed your GST/HST return,  we wi l l  send you a 
NOTICE OF (RE)ASSESSMENT.  This not ice expla ins the resul ts  of  our  
assessment of  your GST/HST return.  I t  a lso expla ins any changes that  
we made to your return.  I f  there is  an amount  owing af ter  we assess 
or  reassess your return,  we wi l l  send Form RC159,  GST/HST AMOUNT 
OWING REMITTANCE VOUCHER,  wi th your s tatement.  Use th is  form to 
pay any outstanding amount .  

Note 
Form RC159 is  not  avai lable on our  Web s i te as we can only provide 
i t  in  a pre-pr inted format.  I f  you need to order  th is  personal ized 
form, you can use one of  the fo l lowing opt ions:  
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I f  you have a Government of  Canada epass,  you can order  i t  onl ine at  
the fo l lowing address:  www.cra.gc.ca/mybusinessaccount.   

You can order  i t  onl ine at  www.cra.gc.ca/requests-business  (you do 
not  need an epass to use th is  opt ion) .   

You can cal l  us to order  i t  a t  1-800-959-5525.  

Statement of  Arrears 

We wi l l  send you a STATEMENT OF ARREARS whenever there is  any 
act iv i ty  in  your GST/HST account .  This statement wi l l  prov ide you wi th 
deta i ls  of  your  GST/HST account  t ransact ions.  I f  there is  an amount  
owing on your account ,  we wi l l  send Form RC159,  GST/HST AMOUNT 
OWING REMITTANCE VOUCHER,  wi th your s tatement.  Use th is  form to 
pay any outstanding amount .  

When can you expect your refund? 
As long as you have inc luded a l l  necessary in format ion and completed 
your return correct ly ,  your refunds of  net  tax c la imed on GST/HST 
returns wi l l  be processed wi th the least  possib le delay.   
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Beginning Apri l  1,  2007 

Refund holds 

I f  you have to f i le  any returns under the EXCISE TAX ACT,  the INCOME 
TAX ACT,  the EXCISE ACT,  2001,  or  the AIR  TRAVELLERS SECURITY 
CHARGE ACT,  but  have not  done so,  any GST/HST refund or  rebate you 
are ent i t led to wi l l  be held unt i l  a l l  requi red returns are f i led.   

Refund off-sets 

I f  you owe any outstanding amounts under the EXCISE TAX ACT,  the 
INCOME TAX ACT,  the EXCISE ACT,  2001,  or  the AIR  TRAVELLERS 
SECURITY CHARGE ACT,  any GST/HST refund or  rebate to which you 
are ent i t led wi l l  automat ical ly  be used to pay that  outstanding amount .  
Any d i f ference wi l l  be refunded to you.  

Before Apri l  2007 

I f  you had outstanding GST/HST returns,  any GST/HST refunds and 
rebates you were ent i t led to were held unt i l  you f i led a l l  o f  the 
required GST/HST returns.  
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What interest do we pay on refunds?  

Beginning Apri l  1,  2007 

We wi l l  pay you interest  on a refund of  net  tax c la imed on a GST/HST 
return beginning  on the day that  is  30 days af ter  the later  of :  

• the day you f i le  the return in which you c la im the refund;  and 

• the day af ter  the end of  the report ing per iod that  is  covered by that  
return.   

The calculat ion of  in terest  we pay ends  on the day the refund is  paid.  

The interest  rate we wi l l  pay is  equal  to the basic rate p lus 2%. The 
basic rate is  based on the rate charged on 90-day Treasury Bi l ls ,  
adjusted quarter ly ,  and rounded up to the nearest  whole percentage.  

Before Apri l  2007 

We paid in terest  on a refund of  net  tax c la imed on a GST/HST return 
beginning on the day that  was 21 days af ter  the la ter  of :  

• the day you f i led a l l  your  prev ious outstanding returns;  and 
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• the day you f i led that  GST/HST return wi th us.  

What penalty and interest do we charge? 
Penalt ies  

Failure to f i le  

Beginning Apr i l  1 ,  2007,  a penal ty  wi l l  apply to any return you f i le  
la te,  unless there is  a $0 amount  owing or  we owe you a refund on 
that  return.  We wi l l  ca lculate the penal ty  as fo l lows:  

• 1% of  the amount  owing;  p lus  

• 0.25% of  the amount  owing mul t ip l ied by the number of  months the 
return is  overdue,  to a maximum of  12 months.  

Also beginning Apr i l  1 ,  2007,  we wi l l  no longer charge a 6% penal ty  
on overdue GST/HST amounts owing.   

Demand to f i le  

Beginning Apri l  1,  2007,  i f  you receive a demand to f i le  a return and 
do not  do so,  a penal ty  of  $250 wi l l  be charged.   
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Before Apri l  2007,  i f  you d id not  f i le  a return for  a per iod af ter  
receiv ing a demand to do so,  a penal ty  equal  to the greater  of  $250 
and 5% of  the overdue amount  was charged.  

You cannot  c la im an income tax deduct ion for  any penal ty  you paid or  
owe for  fa i l ing to f i le  a GST/HST return.  

Interest 

Beginning Apri l  1,  2007  

In terest  wi l l  be charged on an overdue amount  equal  to the basic rate 
p lus 4%.  

The basic rate is  based on the rate  charged on 90-day Treasury Bi l ls ,  
adjusted quarter ly ,  and rounded up to the nearest  whole percentage.   

We charge interest  on:   

• any overdue balance owing on a GST/HST return;  

• la te or  insuf f ic ient  insta lment  payments;  and 
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• any other  overdue GST/HST amount  that  you have to remit  to  the 
Receiver  General .  

Note 
For tax years that  begin on or  af ter  Apr i l  1 ,  2007,  you can no longer 
c la im an income tax deduct ion for  arrears in terest  you paid or  owe 
for  outstanding GST/HST amounts.  

Before Apri l  2007 

In terest  was charged at  the prescr ibed rate on any net  tax outstanding 
beginning the day the remit tance was due and ending the day we 
received the outstanding amount .  The prescr ibed rate was adjusted 
quarter ly  to ref lect  in terest  rates current  for  each quarter .   

How do you change a return? 
I f  you need to make a change to any return you have sent  us,  do not  
f i le  another return.  

I f  you forgot  to inc lude an amount  in  your ITCs,  s imply add the 
omit ted amount  on l ine 106  o f  your next  GST/HST return.  In most  
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cases,  you have up to four  years to c la im your ITCs.  For  more 
informat ion,  see " Input  tax credi ts"  on page 63 [14] .  

I f  you need to increase the amount  of  GST/HST col lected or  
col lect ib le,  send a let ter  to your tax centre indicat ing your Business 
Number,  the GST/HST report ing per iod to be amended,  and the 
corrected amounts per  l ine number on your GST/HST return.  Make 
sure an author ized representat ive s igns the let ter  and inc ludes the 
name and te lephone number of  a person we can contact  i f  needed.  

What is the Voluntary Disclosures Program? 
The Voluntary Disc losures Program encourages taxpayers to come 
forward to correct  inaccurate or  incomplete tax-re lated informat ion or  
to d isc lose s imi lar  in format ion not  previously reported.  Taxpayers who 
make a val id  d isc losure wi l l  have to pay the tax owing,  p lus interest .  
In  th is  s i tuat ion,  the CRA can provide re l ie f  f rom penal t ies and 
possib le prosecut ion.  Informat ion must  general ly  be one year past  
due.  
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Cal l  us at  1-800-959-5525  to  f ind out  about  making a voluntary 
d isc losure.  You can d iscuss your s i tuat ion wi thout  g iv ing your name or  
on a hypothet ica l  basis to begin wi th.  

See our  Web s i te or  Informat ion Circular  00-1R, VOLUNTARY 
DISCLOSURES PROGRAM for  more informat ion.  

Director's l iabil ity 
When a corporat ion fa i ls  to remit  net  GST/HST owing,  the d i rectors 
may be l iab le to remit  that  amount .  Cal l  us i f  you need more 
informat ion.  

What records should you keep? 
Usual ly ,  you have to keep a l l  sa les and purchase invoices and other  
records re lated to your business operat ions and GST/HST for  
s ix  years f rom the end of  the year to which they re late.  However,  we 
may ask you to keep the invoices longer than s ix  years.  I f  you want  to 
destroy your records before the t ime l imi t  expi res,  you have to send 
us a wr i t ten request  and wai t  for  our  wr i t ten approval  to do so.  



–  141  –  

As a regist rant ,  you a lso need the correct  in format ion on the invoices 
you receive  f rom your suppl iers to support  your  ITC c la ims.  
Registered businesses should g ive you invoices showing thei r  
Business Number and other  required informat ion as descr ibed in the 
chart  on page 55 [13] .  

Note 
You can now ver i fy  i f  a  suppl ier  provided you wi th a val id  GST/HST 
number by us ing our  new onl ine GST/HST Regist ry  at  
www.cra.gc.ca/gsthstregistry.  

We administer  an audi t  program. Our audi tors may ask to see your 
records.  Dur ing an audi t ,  we wi l l  make sure that  you have charged 
and reported GST/HST when required,  and that  you are ent i t led to a l l  
the ITCs that  you c la imed on your returns.  

I f  you are audited 
I f  we audi t  your  records,  you wi l l  receive a pre l iminary statement of  
audi t  adjustments.  You have 30 days to analyze and d iscuss the 
adjustments wi th the audi tor ,  and make any representat ions.  Af ter  that  
per iod,  we wi l l  issue a NOTICE OF (RE)ASSESSMENT.  
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The NOTICE OF (RE)ASSESSMENT expla ins the resul ts  of  any 
assessment or  reassessment of  your  GST/HST return(s) .  I t  wi l l  a lso 
expla in any changes that  we made to your return.  I f  there is  an 
amount  owing af ter  we assess or  reassess your return,  we wi l l  send 
Form RC159,  GST/HST AMOUNT OWING REMITTANCE VOUCHER,  for  you 
to use to make your remit tance.  

An assessment is  val id  and binding.  However,  i f  you do not  agree wi th 
the assessment,  you can f i le  Form GST159,  NOTICE OF OBJECTION 
(GST/HST),  no later  than 90 days af ter  the date we sent  you the  
NOTICE OF (RE)ASSESSMENT.  

Other returns and forms 
There are specia l  tax returns for  purchasers who have to pay 
GST/HST in cer ta in c i rcumstances.  For  example,  Form GST60,  
GST/HST RETURN FOR ACQUIS IT ION OF REAL PROPERTY,  is  used for  
cer ta in acquis i t ions of  real  property.  For  more informat ion on 
Form GST60,  see "Purchases" on page 210 [40] .  

Specia l  forms are avai lable for  GST/HST rebates.  There are a lso a 
var iety of  e lect ion and appl icat ion forms to complete i f  you want  to 
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adapt  the administ rat ive requirements of  GST/HST to your par t icu lar  
business operat ion.  See Appendix 2 for  a l is t  of  e lect ion and 
appl icat ion forms.  

Instalment payments 
Who has to make instalment payments? 
I f  you are an annual  f i ler  and your net  tax for  a f iscal  year  is  $1,500 
or more,  you have to make insta lment  payments throughout  the 
fo l lowing f iscal  year .   

These quarter ly  payments are due one month af ter  the end of  each of  
your  f iscal  quarters and are usual ly  equal  to 1/4 of  your  net  tax f rom 
the previous year.  

Note 
You may also choose to base your quarter ly  insta lment  payments on 
an est imate of  your  net  tax for  the current  year  i f  you expect  that  
your net  tax for  the current  year wi l l  be less than i t  was for  the 
previous year.  However,  i f  you est imate your insta lments and the 
insta lment  payments you make are less than the amount  you 
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actual ly  should have paid,  we wi l l  charge insta lment  in terest  on the 
d i f ference.   

When you f i le  your GST/HST return at  the end of  the f iscal  year,  
deduct  the insta lment  payments you made throughout  the year f rom 
the net  tax you owe for  that  year .  You can do th is  by c la iming the 
insta lments you made on l ine 110 of  your return.   

In  general ,  i f  the insta lments you pa id are less than your net  tax,  you 
have to remit  the d i f ference.  I f  the insta lments you paid are more than 
your net  tax,  you can c la im the d i f ference as a refund.  

Instalment interest 
I f  the insta lment  payments you make are equal  to 1/4 of  your  net  tax 
f rom your last  f iscal  year  and you make those payments in  fu l l  and on 
t ime,  we wi l l  not  charge insta lment  in terest .   

In terest  on the par t  of  any insta lment  payment that  was not  paid or  
that  was paid la te wi l l  be charged at the end  o f  the f iscal  year.  
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Note 
I f  you real ize at  any t ime dur ing the f iscal  year  that  you paid less 
than your required insta lment  payment or  that  you d id not  pay an 
insta lment  on t ime,  you can reduce or  e l iminate your insta lment  
in terest  by overpaying your next  insta lment  payment or  by paying  
i t  ear ly .  

Beginning Apri l  1,  2007 

Insta lment  in terest  wi l l  be charged beginning the day af ter  the 
insta lment  was due and ending on the later  of  the fo l lowing dates:  

• the day the overdue insta lment  amount  and any accrued interest  is  
paid;  and 

• the day your net  tax owing for  the year is  due.  

Insta lment  in terest  is  equal  to the basic rate p lus 4%. 

The basic rate is  based on the rate  charged on 90-day Treasury Bi l ls ,  
adjusted quarter ly ,  and rounded up to the nearest  whole percentage.   
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Before Apri l  2007 

A penal ty  of  6% per year was charged on the par t  of  any insta lment  
amount  that  was paid la te,  or  that  was unpaid,  p lus interest .  

New registrants and instalments 
I f  you are a new registrant,  an annual  f i ler ,  and your f i rs t  year  of  
f i l ing for  GST/HST is  less than a fu l l  f iscal  year ,  you may have to 
make insta lments payments dur ing your next  f iscal  year.  To determine 
i f  you have to do th is ,  est imate what  your net  tax wi l l  be for  your f i rs t  
fu l l  year  by prorat ing your net  tax f rom your short  f i l ing year.   

To prorate your net  tax,  d iv ide the net  tax for  the f i rs t  shor t  f iscal  year  
by the number of  months in that  f iscal  year.  This wi l l  g ive you an 
approximate monthly net  tax.  To est imate the next  year 's  net  tax,  
mul t ip ly  the monthly net  tax by 12.  I f  the est imated amount  is  $1,500 
or  more,  you need to make insta lment  payments in  the next  year .  

To star t  making insta lment  payments,  you need to order  Form RC160,  
GST/HST INTERIM PAYMENTS REMITTANCE VOUCHER.  
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Note 
You wi l l  not  automat ical ly  receive Form RC160 for  your  next  
insta lment  payment unless you make the current  payment.   

To f ind out  how to order  Form RC160,  see " I f  you don' t  have a 
remit tance form" later  on page 150 [ th is  page] .  

Example 
Your f i rs t  year  as an annual  f i ler  began on May 1,  and ended on 
December 31,  2006.  Your net  tax for  those e ight  months was 
$1,200.  To determine i f  you have to  make insta lment  payments in 
2007,  prorate your net  tax for  2006 as fo l lows:  

$1,200 (net  tax)  ÷  8  (months)  = $150 (net  tax per  month)  

Est imated annual  net  tax in  2007:  

$150 (net  tax per  month)  × 12 (months)  = $1,800 per  year  

Since your est imated annual  net  tax exceeds $1,500,  you have to 
make equal  quarter ly  insta lment  payments in  the 2007 f iscal  year .  
Based on your est imated net  tax,  calculate the amount  of  each 
insta lment  payment as fo l lows:  
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$1,800 ÷  4  = $450 

I f  your  net  tax for  the current  or  previous year is  less than $1,500,  
you do not  have to make quarter ly  insta lment  payments in  the current  
year.  In th is  case,  you have to f i le  your GST/HST return and send us 
any GST/HST owing once a year.  

Note 
Businesses wi th branches or  d iv is ions that  f i le  separate returns 
should note that  th is  $1,500 l imi t  appl ies to the tota l  net  tax for  the 
whole business,  inc luding a l l  branches and d iv is ions.  

Instalment due dates 
Insta lment  payments are due wi th in one month af ter  the end of  each 
of  your f iscal  quarters.  

Example 
You are an annual  f i ler  and you have a December 31 f iscal  
year-end.  Your net  tax on your prev ious year 's  GST/HST return was 
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$1,500.  This means you have to make insta lment  payments in  the 
current  year.  Your insta lment  due dates are as fo l lows:  

Fiscal  Quarter Due Date 

January 1 – March 31 Apr i l  30 

Apr i l  1  – June 30 July 31 

July 1 – September 30 October 31 

October 1 – December 31 January 31 

For more informat ion on when insta lment  payments are due,  cal l  us.  

How to make instalment payments 
Beginning Apri l  10,  2007,  use Form RC160,  GST/HST INTERIM 
PAYMENTS REMITTANCE VOUCHER,  to make your insta lment  payments.  

Note 
You wi l l  not  automat ical ly  receive Form RC160 for  your  next  
insta lment  payment unless you make the current  payment.   
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Af ter  every insta lment  payment  you make,  we wi l l  send a STATEMENT 
OF INTERIM PAYMENT to conf i rm that  we received the payment.  We wi l l  
a lso send two  copies of  Form RC160.  One copy is  for  your next  
insta lment  payment and the other  is  for  you to keep in case you ever 
need a spare.   

I f  you do not  have a remit tance form, see the next  sect ion to f ind out  
how you can order  one.  

Note 
New Form RC160 replaces Form GST58,  GOODS AND SERVICES 
TAX/HARMONIZED SALES TAX (GST/HST) REMITTANCE,  and Form 
GST426,  GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/ 
HST) REMITTANCE (NON-PERSONALIZED),  which you used to use to 
pay your insta lments.   

I f  you don't  have a remittance form 

Form RC160 is  not  avai lable on our  Web s i te as we can only provide i t  
in  a pre-pr inted format.  I f  you need to order  th is  personal ized form, 
you can use one of  the fo l lowing opt ions:  
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• I f  you have a Government of  Canada epass,  you can order  i t  onl ine 
at  the fo l lowing address:  www.cra.gc.ca/mybusinessaccount.   

• You can order  i t  onl ine at  www.cra.gc.ca/requests-business  (you 
do not  need an epass to use th is  opt ion) .   

• You can cal l  us to order  i t  a t  1-800-959-5525.  

Statement of  Interim Payment 

We wi l l  send you th is  s tatement af ter  each insta lment  payment you 
make to:  

• conf i rm we received your payment;  

• provide your insta lment  credi t  balances by per iod;   

• show t ransfers in  and out  of  your  insta lment  account ;  and 

• show how we appl ied your insta lment  credi ts  to assessments.  

Along wi th th is  s tatement,  we wi l l  send two  copies of  Form RC160,  
GST/HST INTERIM PAYMENTS REMITTANCE VOUCHER. 
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Note 
You wi l l  not  automat ical ly  receive Form RC160 for  your  next  
insta lment  payment unless you make the current  payment.   

Harmonized sales tax (HST) 
Three par t ic ipat ing provinces – Nova Scot ia,  New Brunswick,  and 
Newfoundland and Labrador – harmonized thei r  provinc ia l  sa les tax 
wi th GST to create HST. The HST rate is  14% (6% federal  par t  and 
8% provinc ia l  par t ) .  

HST has the same basic operat ing ru les as GST and is  appl ied at  a 
s ingle rate on the same base of  goods and serv ices that  are taxable 
under GST. Therefore,  the previous sect ions on GST also apply to 
HST. This sect ion covers speci f ic  issues re lated to HST. 

HST registration 
I f  your  business is  registered for  GST, your business is  a lso 
registered for  HST. As a GST/HST regist rant ,  you have to col lect  and 
remit  HST on taxable (other  than zero-rated)  suppl ies you make in the 
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par t ic ipat ing provinces.  You can a lso c la im an ITC for  the HST you 
pay when you buy goods and serv ices to use in your commercia l  
act iv i t ies,  even i f  your  business is  not  located in a par t ic ipat ing 
province.  

Note 
You have to cont inue to col lect  GST on taxable (other  than zero-  
rated)  suppl ies of  goods and serv ices you make in Canada,  but  
outs ide the par t ic ipat ing provinces.  

Tax on supplies of goods and services made in participating 
provinces – place of supply rules 
Speci f ic  ru les apply to determine whether  a supply is  made in or  
outs ide a par t ic ipat ing province.  The fo l lowing pages expla in the 
p lace of  supply ru les for  var ious types of  goods and serv ices.  

Note 
Somet imes,  we refer  to the place of  negotiat ion  to  determine the 
p lace of  supply.  This is  the locat ion of  the suppl ier 's  permanent  
establ ishment,  where an indiv idual  (such as an employee,  par tner ,  
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o f f icer ,  or  other  representat ive of  the suppl ier)  pr inc ipal ly  involved 
in negot iat ing the agreement for  the suppl ier  ord inar i ly  works or  
reports .  

Goods 

Sales 

You supply goods in a par t ic ipat ing province and col lect  HST i f :  

• you del iver  or  make the goods avai lable to the customer in  that  
province;  

• you ship the goods to that  province or  t ransfer  them to a common 
carr ier  that  you reta in on behal f  of  the customer to ship the goods 
to that  province;  or  

• you send the goods by cour ier  or  mai l  to  an address in that  
province.  

Example 
You are a suppl ier  of  of f ice furn i ture in  P.E. I .  You sel l  a  desk to a 
customer in Nova Scot ia and you de l iver  i t  to  the customer there.  
The HST rate appl ies to the furn i ture.  
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Rentals and leases – three months or less  

When you rent  or  lease goods and the customer has cont inuous 
possession or  use of  the property for  three months or less,  a l l  rent  
or  lease payments are made in a par t ic ipat ing province when:  

• you del iver  or  make the goods avai lable to the customer in  that  
province;  

• you ship the goods to that  province or  t ransfer  them to a common 
carr ier  that  you reta in on behal f  of  the customer to ship the goods 
to that  province;  or  

• you send the goods by mai l  or  cour ier  to that  province.  

Example 
You rent  a v ideo camera in Truro,  Nova Scot ia,  to  use whi le 
t ravel ing through several  provinces.  The renta l  agreement is  for  
two weeks.  Nova Scot ia is  the p lace of  supply,  and HST appl ies on 
the renta l .  
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Rentals and leases – more than three months 

When you rent  or  lease goods (other  than most  motor  vehic les)  for  a 
per iod of  more than three months,  the agreement is  t reated as a 
ser ies of  separate suppl ies for  each per iod ( i .e .  lease interval )  to  
which a par t icu lar  payment is  at t r ibutable.  

We consider  each lease interval  to be made in the province where the 
good is  ord inar i ly  located as indicated at  the beginning of  each lease 
interval .  

Example  
A nat ional  leasing company leases a photocopier  for  a four-year 
per iod to a consul t ing f i rm operat ing in New Brunswick.  The 
photocopier  is  usual ly  s tored and main ta ined at  the f i rm's of f ice in 
New Brunswick.  Dur ing the second lease interval ,  the f i rm expands 
i ts  operat ions to Ontar io and re locates the photocopier  to the f i rm's 
new of f ice in Ontar io.  In th is  case,  the payment for  the f i rs t  two 
lease intervals is  subject  to HST and the th i rd lease interval  is  
subject  to GST. 
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Note 
See "Rules for  motor  vehic les"  on page 161 [31]  for  in format ion on 
sales,  renta ls ,  or  leases of  motor  vehic les that  have to be registered 
in a par t icu lar  province.  

Services 

General ly ,  when you provide a serv ice that  is  per formed at  least  90% 
in a province,  we consider  the serv ice to be provided in that  province.  

When you provide a serv ice par t ly  in  and par t ly  outs ide Canada,  we 
consider  i t  to  be provided in Canada.  For  HST purposes,  a serv ice is  
made in a par t ic ipat ing province i f  the por t ion of  the serv ice that  is  
per formed in Canada is  per formed at  least  90% in that  province.  

A specia l  p lace of  supply ru le appl ies when a serv ice is  per formed in 
two or  more provinces and at  least  90% of  the serv ice is  not  
per formed in any one province.  The serv ice is  provided in the 
province where the negot iat ion took p lace,  as long as more than 10% 
of  the serv ice is  per formed in that  province.  Therefore,  i f  the p lace of  
negot iat ion is  located in a par t ic ipat ing province,  HST appl ies on the 
serv ice.  



–  158  –  

Example 
An account ing f i rm in Hal i fax,  Nova Scot ia,  is  h i red to audi t  a 
company wi th i ts  headquarters in  Hal i fax and of f ices in  Ontar io,  
Quebec,  and New Brunswick.  The agreement is  negot iated wi th one 
of  the f i rm's par tners work ing out  of  the Hal i fax of f ice.  The audi t  is  
per formed 60% in the Nova Scot ia  of f ice.  The remaining 40% is 
evenly d is t r ibuted between the other three provinces.  HST appl ies 
on th is  serv ice,  s ince the p lace of  negot iat ion is  in  a par t ic ipat ing 
province and more than 10% of  the serv ice is  per formed in that  
province.  

Note 
Other ru les apply to determine the p lace of  supply i f  you are not  in  
one of  the s i tuat ions descr ibed above.  In th is  case,  cal l  us or  see 
Technical  Informat ion Bul let in  B-078,  PLACE OF SUPPLY RULES UNDER 
THE HST. This bul le t in  a lso g ives the p lace of  supply ru les for  
t ransportat ion,  postage,  and te lecommunicat ion serv ices.  
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Real property and services related to real  property 

General ly ,  a sale of  real  property is  made in a par t ic ipat ing province i f  
the property  is  s i tuated ent i re ly  in  that  province.  

Example 
The sale of  a warehouse s i tuated in Goose Bay,  Newfoundland and 
Labrador,  is  subject  to HST. 

A serv ice re lated to real  property is  made in a par t ic ipat ing province i f  
a t  least  90% of  the real  property  is  s i tuated in that  province.   

Example 
A serv ice of  paint ing a warehouse in Goose Bay,  Newfoundland and 
Labrador,  is  subject  to HST. 

Specia l  ru les apply for  real  property s i tuated par t ly  in  and par t ly  
outs ide a par t ic ipat ing province.  For  more informat ion,  see Technical  
Informat ion Bul let in  B-078,  PLACE OF SUPPLY RULES UNDER THE HST. 
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Intangible personal  property 

In  general ,  a supply of  in tangib le personal  proper ty such as f ranchise 
r ights is  made in a par t ic ipat ing province i f :  

• in  the case of  Canadian r ights ( r ights that  can be used in Canada),  
at  least  90% of  the r ights that  may be used or  exerc ised in Canada 
can be used only in  that  province;  

• where the intangib le property re lates to real  property,  at  least  90% 
of  the real  property in  Canada is  s i tuated in that  province;  

• where the intangib le property re lates to goods,  at  least  90% of  the 
goods ord inar i ly  located in Canada are in  that  province;  or  

• where the intangib le property re lates to serv ices,  at  least  90% of  
the serv ices to be per formed in Canada are to be per formed in that  
province.  

Example 
The sale of  a f ranchise to operate a reta i l  establ ishment and sel l  the 
f ranchiser 's  product  in  Sydney,  Nova Scot ia,  is  subject  to HST. 
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See Technical  Informat ion Bul let in  B-078,  PLACE OF SUPPLY RULES 
UNDER THE HST, i f  the intangib le property  is  for  use less than 90% in 
a par t ic ipat ing province.  

Rules for motor vehicles 

Sales 

The general  p lace of  supply ru les descr ibed on page 153 [30]  for  
sales of  goods apply to sales of  new and used motor  vehic les by 
regist rants.  Therefore,  HST appl ies to new or  used vehic les sold by 
regist rants when the sale is  made in a par t ic ipat ing province.  

I f  you buy a motor  vehic le f rom a regist rant  in  a non-part ic ipat ing 
province and the regist rant  col lects GST and you br ing the vehic le 
in to a par t ic ipat ing province,  you have to pay the 8% provinc ia l  par t  of  
HST when you register  the vehic le at  a provinc ia l  l icensing of f ice in a 
par t ic ipat ing province.  

Simi lar ly ,  i f  you buy a motor  vehic le outs ide Canada,  and you br ing 
the vehic le in to a par t ic ipat ing province,  GST is  col lected at  the 
border  by the Canadian customs of f ice.  You pay the 8% provinc ia l  
par t  of  HST when you register  the vehic le in  that  province.  
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On the other  hand,  i f  you buy a motor  vehic le f rom a non-regist rant  in  
a non-part ic ipat ing province and the sale is  not  taxable,  and you br ing 
the vehic le in to a par t ic ipat ing province,  you have to pay a specia l  
provinc ia l  levy when you register  the vehic le in  the par t ic ipat ing 
province.  The province determines the rate of  the levy.  Simi lar ly ,  i f  
you buy a motor  vehic le under these c i rcumstances in a par t ic ipat ing 
province,  you wi l l  have to pay the provinc ia l  levy when you register  
the vehic le in  that  province.  For  more informat ion,  see the pamphlet  
RC4100,  HARMONIZED SALES TAX AND THE PROVINCIAL  MOTOR VEHICLE 
TAX.  

Note 
You cannot  recover the provinc ia l  levy as an ITC, even i f  the vehic le 
is  used in your commercia l  act iv i t ies.  

Rentals 

The general  p lace of  supply ru les descr ibed on page 153 [30]  for  a 
renta l  of  goods for  three months or less also appl ies to renta ls  of  
motor  vehic les.  
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Leases 

A lease of  a motor  vehic le for  more than three months  is  t reated as 
a ser ies of  separate suppl ies for  each " lease interval"  for  which a 
lease payment is  required.  A lease of  a motor  vehic le required to be 
registered in a province is  made in a par t ic ipat ing province i f ,  a t  the 
beginning of  the lease interval ,  the vehic le has to be registered in that  
province.  

Example 
A car- leasing company in Ontar io leases you a car  for  24 months 
wi th monthly lease payments.  You register  the vehic le in  
Newfoundland and Labrador.  Each of  the lease payments is  subject  
to HST i f  the car  s tays registered in Newfoundland and Labrador at  
the beginning of  each lease interval ,  for  example,  each month.  I f ,  in  
the middle of  the 18th month,  you move to Ontar io,  the s ix  
remain ing monthly  lease payments are subject  to GST. 
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Tax on goods and services brought into a participating 
province 
You may have to sel f -assess the 8% provinc ia l  par t  of  HST i f  you buy 
goods or  serv ices in a non-part ic ipat ing province,  but  you use,  
consume, or  supply them wi th in the par t ic ipat ing provinces.  This ru le 
appl ies in  the fo l lowing s i tuat ions:   

• a person in a par t ic ipat ing province buys goods in a non- 
par t ic ipat ing province and br ings these goods into the par t ic ipat ing 
provinces;  

• a res ident  in  a par t ic ipat ing prov ince arranges for  a person in a 
non-part ic ipat ing province to per form a serv ice (such as advert is ing 
or  legal  serv ices)  that  is  rendered outs ide the par t ic ipat ing province 
but  consumed, used,  or  suppl ied more than 50% in the par t ic ipat ing 
provinces;  

• a res ident  in  a par t ic ipat ing province acquires intangib le property 
(such as r ights to operate a f ranchise)  in  a non-part ic ipat ing 
province that  is  consumed, used,  or  suppl ied more than 50% in the 
par t ic ipat ing provinces.  



–  165  –  

Exception 
You do not  have to sel f -assess the provinc ia l  par t  of  HST i f  you are 
a regist rant  and the property or  serv ice is  consumed, used,  or  
suppl ied at  least  90% in your commercia l  act iv i t ies.  

The above except ion does not  apply to  motor  vehic les required to be 
registered in a par t ic ipat ing prov ince.  See the previous sect ion,  
"Rules for  motor  vehic les"  for  more deta i ls .  This except ion a lso does 
not  apply to persons using a st reaml ined account ing method or  to 
l is ted f inancia l  inst i tu t ions that  have to use the at t r ibut ion method to 
determine thei r  net  tax remit tance.  

The fo l lowing expla ins in more deta i l  when you may have to sel f -  
assess the provinc ia l  par t  of  HST for  purchases of  goods,  serv ices,  
and intangib le property.  

Goods 

You have to sel f -assess the 8% provinc ia l  par t  of  HST when you buy 
taxable (other  than zero-rated)  goods in a non-part ic ipat ing province 
and you later  br ing,  or  cause someone else to br ing,  the goods into a 
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par t ic ipat ing province  i f  you consume, use,  or supply the goods 
less than 90% in your commercial  act ivi t ies.  

I f  you purchased the goods (other  than a motor  vehic le)  f rom someone 
wi th whom you are deal ing at  arm's length,  you have to remit  the 8% 
provinc ia l  par t  of  HST on the lesser  of  the fo l lowing amounts:  

• the amount  paid or  payable for  the goods;  and 

• the fa i r  market  value of  the goods when they are brought  in to a 
par t ic ipat ing province.  

I f  you purchased goods (other  than a motor  vehic le)  f rom someone 
wi th whom you are not  deal ing at  arm's length,  you have to remit  the 
8% provinc ia l  par t  of  HST on the fa i r  market  value of  the goods when 
they are brought  in to a par t ic ipat ing province.  

The tax is  payable when the goods are brought  in to a par t ic ipat ing 
province.  Enter  th is  amount  on l ine 405  o f  your  GST/HST return.  You 
may be ent i t led to c la im an ITC for  the tax you sel f -assess on the 
good depending on the percentage of  use in your commercia l  
act iv i t ies.  For  more deta i ls  on c la iming ITCs,  see page 63 [14] .  
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Example 
You are a regist rant  located in Newfoundland and Labrador.  You buy 
a $2,000 computer  in  Alber ta,  which you br ing back to Newfoundland 
and Labrador.  At  that  moment,  the fa i r  market  value of  the computer  
is  $2,000.  You use the computer  40% in your business.  You have to 
sel f -assess the 8% provinc ia l  par t  of  HST and remit  $160 
($2,000 × 8%).  You cannot  c la im an ITC for  th is  tax s ince you are 
using the computer  50% or less in  your commercia l  act iv i t ies.  

Motor vehicles 

For motor  vehic les that  require regist rat ion under the laws of  a 
par t ic ipat ing province,  the tax is  payable to the Receiver  General ,  but  
col lected by the provinc ia l  l icensing author i t ies on the ear l ier  of :  

• the day you register  the vehic le in  the par t ic ipat ing province;  or  

• the day on or  before which you have to register  the vehic le.  

For  more informat ion on motor  vehic les,  see "Rules for  motor  
vehic les"  on page 161 [31] .  
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Services and intangible property  

You have to sel f -assess the 8% provinc ia l  par t  of  HST i f  you are a 
res ident  of  a par t ic ipat ing province and you receive a taxable supply 
made in a non-part ic ipat ing province (other  than a zero-rated supply)  
of  serv ices or  in tangib le property that  you use,  consume, or  supply 
more than 50% in the par t ic ipat ing provinces.  

Note 
You do not  have to sel f -assess the 8% provinc ia l  par t  of  HST when,  
as a regist rant ,  you purchased the property or  serv ice to use 90% or 
more in your commercia l  act iv i t ies.  You also do not  have to 
sel f -assess the 8% part  of  HST on t ransportat ion and 
te lecommunicat ion serv ices,  cer ta in legal  serv ices,  or  where the 
serv ice is  for  goods that  are removed f rom the par t ic ipat ing province 
as soon as the serv ice has been per formed.  

The amount  of  tax to be sel f -assessed is  determined by the formula:  

A × B × C 

A  is  8% ( the provinc ia l  par t  of  HST);  
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B is  the value for  the service or  property that  is  paid or  payable at  
that  t ime;  and 

C is  the extent  (expressed as a percentage) to which you consume, 
use,  or  supply the serv ice or  property in  a par t ic ipat ing province.  

The tax is  payable when the payment  for  the serv ice or  in tangib le 
property is  paid or  becomes due.  Enter  the amount  on l ine 405  o f  your  
GST/HST return.  You can a lso c la im an ITC for  the tax you sel f -
assessed on these serv ices and intangib le property to the extent  that  
they are consumed, used,  or  suppl ied in your commercia l  act iv i t ies.  

Example 
You are a regist rant  who l ives in  Nova Scot ia.  You operate two reta i l  
s tores,  one in Nova Scot ia and one in Pr ince Edward Is land (P.E. I . ) .  
You buy account ing serv ices f rom FML Account ing Ltd. ,  located in 
P.E. I . ,  for  a year ly  fee of  $1,500 + GST. You negot iate the 
agreement in  P.E. I .  Though the p lace of  supply is  in  P.E. I . ,  the 
account ing f i rm wi l l  per form 55% of  the serv ices at  your  s tore in  
Nova Scot ia,  25% at  your s tore in  P.E. I . ,  and 20% for  your personal  
records in Nova Scot ia.  You have to sel f -assess the 8% provinc ia l  
par t  of  HST for  the serv ices used in the par t ic ipat ing province 
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(business and personal)  in  the amount  of  $90 (8% × $1,500 × 75%).  
In addi t ion to your regular  ITCs,  an ITC in the amount  of  $66 may 
also be c la imed:  

$90 × .55 

 .75 

Coin-operated machines 
General ly ,  any goods or  serv ices you sel l  through vending machines 
or  coin-operated machines are subject  to GST/HST. This inc ludes 
products such as mi lk  and f ru i ts  that  are usual ly  zero-rated.   

As the pr ice of  these goods and serv ices inc ludes GST/HST, we 
consider  you to have col lected GST/HST when you remove the money 
f rom the vending or  co in-operated machine.   

Example  
You col lect  $100 f rom your coin-operated machine in Ontar io.  
Mul t ip ly  that  amount  by 6/106 to  determine the GST col lected:  
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$100 × 6/106 = $5.66 GST 

However,  GST/HST is  equal  to zero on a supply of  a good or  serv ice 
made through a coin-operated machine i f  i t  is  designed to accept  only 
a s ingle coin of  25¢ or  less as the tota l  amount  payable for  the good 
or  serv ice.  This ru le does not  apply to machines that  accept  coins of  
more than 25¢ (such as $1 or  $2 coins)  and machines that  accept  
more than one coin as the amount  payable for  the good or  serv ice.  
For  example,  i f  you sel l  a  lo l l ipop in a vending machine for  25¢,  and 
the vending machine only accepts one 25¢ coin,  the GST/HST is  equal  
to zero.  

Note 
The r ight  to use a coin-operated washing machine and c lothes dryer  
located in a common area of  a res ident ia l  bui ld ing is  exempt f rom 
GST/HST. 
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Coupons, rebates, gifts, and  
promotional allowances 

Reimbursable coupons 
Reimbursable coupons are usual ly  cal led "manufacturers '  coupons".  
Their  va lue inc ludes GST/HST, and they ent i t le  the customer to a 
reduct ion of  a f ixed dol lar  amount  on the purchase pr ice of  taxable 
suppl ies.  Vendors can expect  to be re imbursed by a th i rd par ty  
(e.g.  the manufacturer)  for  accept ing these coupons f rom customers.  

As a vendor,  you t reat  re imbursable  coupons the same as cash.  I f  the 
purchase is  subject  to tax,  you charge GST/HST on the fu l l  pr ice of  
the i tem and then deduct  the value of  the coupon.  We consider  you to 
have col lected a por t ion of  the GST/HST equal  to the tax f ract ion of  
the value of  the coupon.  For  instance,  a coupon for  $1.00 of f  the 
sel l ing pr ice inc ludes:  

• 6¢ for  GST ($1.00 × 6/106);  or   

• 12¢ for  HST ($1.00 × 14/114).  
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The manufacturer  re imburses you for  the coupon value of  $1.00,  
which inc ludes GST or  HST. 

Example  
You operate a pharmacy in Ontar io.  A customer buys shampoo for  
$10.00 and has a re imbursable coupon for  $1.00.  You charge and 
remit  60¢ GST and get  $1.00 re imbursed by the manufacturer ,  which 
inc ludes 6¢ GST. Your invoice would show: 

Pr ice of  the shampoo $ 10.00

GST ($10.00 × 6%) .60

Subtota l  $ 10.60

Less coupon 1.00

Customer pays  $ 9.60

As a GST/HST regist rant ,  i f  you use coupons to make business 
purchases,  you can c la im an ITC equal  to the tota l  GST/HST paid on 
the purchases less the tax f ract ion of  the coupon value.  You can 
c la im an ITC of  54¢:  
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[60¢ – ($1.00 × 6/106)]   

I f  you are the manufacturer ,  you can a lso c la im an ITC (other  than for  
zero-rated suppl ies)  for  the tax f ract ion of  the coupon value.  However,  
the vendor who accepts the re imbursable coupons f rom the customer 
cannot  c la im any ITCs for  these coupons s ince you re imburse the 
vendor the tax.  

Non-reimbursable coupons 
These are coupons that  you,  as the vendor,  issue and accept ,  and for  
which no one re imburses you.  They ent i t le  the customer to a reduct ion 
on the pr ice for  a f ixed dol lar  amount or percentage amount.  As the 
issuer,  you can e i ther  inc lude a reduct ion of  GST/HST in the face 
value of  these coupons,  or  reduce the purchase pr ice of  the good or  
serv ice.  

I f  you choose to inc lude GST/HST in  the value of  the coupons,  you 
t reat  them the same way as re imbursable coupons expla ined on 
page 172 [above] .  This means that  you charge and remit  GST/HST on 
the fu l l  pr ice of  the good or  serv ice.  Since these coupons are 
non-re imbursable,  you can c la im an ITC calculated as fo l lows:  
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• for  GST, 6/106 of  the coupon value;  or   

• for  HST, 14/114 of  the coupon value.  

I f  you choose not  to inc lude GST/HST in the value of  your  coupons,  
deduct  the coupon value f rom the sel l ing pr ice before calculat ing 
GST/HST. 

Example  
A cl ient  buys an i tem in your s tore.  He g ives you a non-re imbursable 
coupon that  does not  inc lude GST. You calculate the tax as fo l lows:  

Pr ice of  the i tem $ 25.00

Less coupon value 5.00

Subtota l  $ 20.00

GST ($20 × 6%) 1.20

Customer pays  $ 21.20

In  th is  case,  when you f i le  your  GST/HST return,  report  the GST/HST 
you charged on your sale af ter  you deducted the coupon f rom the 
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purchase pr ice ($1.20 GST in the [above]  example on page 175).  You 
cannot  c la im any ITCs for  coupons you issue that  do not  inc lude 
GST/HST. 

Other coupons 
Other coupons (whether re imbursable or  not)  that  are not  for  one 
speci f ic  monetary d iscount  may:  

• of fer  a d i f ferent  percentage of f  the pr ice of  an i tem (such as 10% 
of f  the purchase of  5 or  less boxes and 20% of f  the purchase  
of  6 or  more) ;  

• of fer  an i tem for  no charge i f  another  i tem is  purchased (such as 
two-for-one coupons);  or  

• contain more than one monetary d iscount  such as 25¢ of f  a 750 ml  
sof t  dr ink,  or  50¢ of f  a 1.5 l i t re sof t  dr ink.  

These coupons reduce the sel l ing pr ice of  an i tem before GST/HST is  
added.  Therefore,  deduct  the value of  the coupons f rom the sel l ing 
pr ice before calculat ing GST/HST. 
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Manufacturers' rebates 
GST/HST ru les for  manufacturers '  rebates apply when:  

• a customer purchases taxable goods or  serv ices and then c la ims a 
manufacturer 's  rebate for  that  purchase;  

• the supply of  those goods or  serv ices to the customer is  made 
ei ther  d i rect ly  by the manufacturer  or  by another  person such as a 
reta i ler ;  and 

• the customer receives a rebate f rom the manufacturer  for  
purchasing the goods or  serv ices,  and is  made aware in wr i t ing that  
the rebate inc ludes GST/HST. 

Some manufacturers inc lude a rebate appl icat ion wi th the goods or  
serv ices they sel l .  Af ter  buying the i tem f rom the reta i ler ,  the 
customer completes the appl icat ion and mai ls  i t  d i rect ly  to  the 
manufacturer .  Since the payment of  the rebate is  a separate 
arrangement between the manufacturer  and the customer,  the reta i ler  
has to remit  GST/HST col lected on the fu l l  se l l ing pr ice of  the i tem 
wi thout  deduct ing the value of  the manufacturer 's  rebate.  
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Example 
A customer buys a package of  bat ter ies in your hardware store in 
Ontar io for  $10 p lus GST. Ins ide the package is  an appl icat ion to 
complete and mai l  to  the manufacturer  for  a $2 rebate.  You col lect  
and remit  tax on $10,  the fu l l  pr ice of  the bat ter ies.  The customer 
completes and mai ls  in  the rebate appl icat ion to the manufacturer .  
Once the manufacturer  receives the appl icat ion they wi l l  send the 
customer a cheque for  $2.  

Some manufacturers g ive rebates to thei r  customers through the 
reta i ler  when the customer buys the goods.  Even i f  the reta i ler  appl ies 
the rebate toward the reta i l  pr ice of  the goods,  the reta i ler  col lects 
GST/HST on the fu l l  reta i l  pr ice before deduct ing the rebate amount .  

Example 
An automobi le dealership sel ls  an automobi le to a customer for  
$20,000,  p lus $1,200 GST. The dealer  in forms the customer that  the 
manufacturer  is  provid ing a $1,070 rebate.  The customer chooses to 
use the rebate to reduce the payment for  the automobi le.  The dealer  
charges $1,200 GST. 
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Sel l ing pr ice $ 20,000

GST ($20,000 × 6%) 1,200

Subtota l  $ 21,200

Less rebate 1,070

Customer pays  $ 20,130

Manufacturers who pay rebates may c la im an ITC for  GST/HST equal  
to the fo l lowing por t ions of  the rebate amount  in  the report ing per iod 
in which they paid the rebate:  

• 6/106 for  GST purposes;  or   

• 14/114 for  HST purposes.  

Specia l  ru les apply i f  the customer receiv ing the rebate is  a regist rant  
who is  ent i t led to c la im an ITC or  a GST/HST rebate on the purchase.  
The manufacturer  has the opt ion of  not  indicat ing in wr i t ing that  the 
rebate inc ludes GST/HST. This means that  the manufacturer  wi l l  not  
c la im an ITC and the customer wi l l  ignore the rebate for  GST/HST 
purposes.  Otherwise,  i f  GST/HST is  indicated as inc luded in the 
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rebate,  the customer,  i f  a  regist rant ,  wi l l  have to remit  GST/HST equal  
to the fo l lowing percentages of  the rebate amount :  

• 6/106 for  GST purposes;  or   

• 14/114 for  HST purposes.  

Gift certif icates 
A gi f t  cer t i f icate is  general ly  a voucher,  receipt ,  or  t icket :  

• that  has a stated monetary value;  

• that  can be redeemed as a par t ia l  or  fu l l  payment against  the 
purchase pr ice of  a good or  serv ice f rom a speci f ic  suppl ier  ( the 
suppl ier  t reats the redeemed cer t i f icate as i f  i t  were cash);   

• for  which the person purchasing the cer t i f icate g ives money or  
other  considerat ion to the vendor sel l ing the cer t i f icate;  and 

• that  has no int r ins ic  value.  For  example,  commemorat ive gold or  
s i lver  coins have an int r ins ic  value.  
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You do not  col lect  GST/HST on the sale of  a g i f t  cer t i f icate.  When a 
customer g ives you a g i f t  cer t i f icate towards a purchase,  calculate 
GST/HST on the pr ice of  the i tem and deduct  the amount  of  the g i f t  
cer t i f icate as i f  i t  were cash.  

Example  
You sel l  a  taxable i tem for  $100,  and the purchaser g ives you a 
$20 g i f t  cer t i f icate toward the purchase.  

Pr ice of  i tem $ 100

GST ($100 × 6%) 6

Subtota l  $ 106

Less g i f t  cer t i f icate 20

Customer pays  $ 86

Promotional gifts and free samples 
You do not  charge GST/HST on promot ional  g i f ts  you g ive your 
customers or  that  you d is t r ibute as a bonus wi th another  i tem for  no 
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addi t ional  charge.  You can c la im an ITC for  the GST/HST you pay or  
owe on your purchases to supply these g i f ts  as long as they re late to 
your commercia l  act iv i t ies.  For  example,  i f  the f ree g i f t  is  to promote 
an exempt serv ice,  you wi l l  not  be able to c la im an ITC to recover the 
GST/HST you paid or  owe on any purchases re lated to that  f ree g i f t .  

Promotional allowances 
Promot ional  a l lowances are amounts g iven by a manufacturer  to a 
reta i ler  who has purchased taxable goods f rom that  manufacturer ,  
exclus ively for  resale in  the course of  i ts  commercia l  act iv i t ies,  for  the 
promot ion of  these goods.  The reta i ler  does not  consider  a 
promot ional  a l lowance as payment for  a supply made to the 
manufacturer  provid ing the a l lowance.  However,  there may be tax 
impl icat ions depending on how the a l lowance is  paid,  credi ted,  or  
a l lowed as a d iscount .  

Example 
A manufacturer  sel ls  12 cases of  goods to a reta i ler  and g ives the 
reta i ler  2 f ree cases to promote the goods.  The deduct ion appears 
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on the face of  the invoice,  and the GST/HST appl ies on the reduced 
pr ice.  

12 cases @ $10 $ 120

Less 2 f ree cases 20

Subtota l  before tax $ 100

Retai ler  pays GST/HST on  $ 100

I f  the a l lowance is  g iven as a d iscount  or  credi t  against  the pr ice of  a 
previous purchase for  which tax has been charged or  col lected,  the 
manufacturer  has a choice of  e i ther  g iv ing the credi t  wi thout  adjust ing 
the tax or  adjust ing the tax and issuing a credi t /debi t  note.  See 
"Returned goods" on page 229 [44] .  

I f  the a l lowance is  g iven as a d iscount  against  the goods at  the t ime 
of  purchase,  GST/HST appl ies on the reduced pr ice.  

I f  the payment or  credi t  is  not  a pr ice reduct ion at t r ibutable to any 
invoice,  i t  is  considered to be a manufacturers '  rebate.  For  more 
informat ion,  refer  to "Manufacturers '  rebates"  on page 177 [34] .  
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Deposits and conditional sales 
Deposits 
You do not  col lect  GST/HST when a customer g ives you a deposi t  
towards a taxable purchase.  Col lect  GST/HST on the deposi t  when 
you apply i t  to  the purchase pr ice.  

I f  the customer does not  make the purchase and loses the deposi t ,  the 
for fe i ted deposi t  is  subject  to GST/HST. I f  the customer is  a GST/HST 
regist rant ,  the customer may be ent i t led to c la im an ITC for  the 
GST/HST paid on the for fe i ted deposi t .  You calculate the GST/HST on 
the for fe i ted deposi ts  as fo l lows:  

• GST is  equal  to 6/106 of  the for fe i ted amount ;  and 

• HST is  equal  to 14/114 of  the for fe i ted amount .  

Example  
A customer g ives you a deposi t  o f  $50 towards the purchase of  an 
i tem that  is  taxable at  6% GST,  but  does not  pay the balance owing 
and for fe i ts  the deposi t .  We consider  you to have col lected GST 
equal  to 6/106 of  the for fe i ted deposi t .  As a resul t ,  you have to 
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inc lude GST of  $2.83 ($50 × 6/106) in  your net  tax calculat ion.  I f  the 
customer is  a GST/HST regist rant ,  that  person may be ent i t led to 
c la im an ITC for  the GST you col lected on the for fe i ted deposi t .  
I f  you are in a par t ic ipat ing prov ince,  HST col lected is  equal  to 
$6.14 ($50 × 14/114).  

Exception 
These ru les do not  apply to deposi ts  for  returnable conta iners.  For  
more informat ion,  see "Returnable beverage conta iners"  on 
page 223 [43] .  

Conditional and instalment sales 
A condi t ional  sale takes p lace when you t ransfer  possession of  goods 
to a customer,  but  ownership passes only af ter  the sale meets cer ta in 
condi t ions,  such as fu l l  payment of  the purchase pr ice.  In th is  type of  
sale,  the customer agrees to make payments for  the goods over a 
per iod of  t ime.  The customer takes possession of  the goods,  but  you 
keep t i t le  or  ownership of  the goods unt i l  the customer has met the 
speci f ied condi t ions.  
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In  an insta lment  sale,  the ownership passes immediate ly  but  the 
customer pays the purchase pr ice in insta lments.  You t ransfer  t i t le  or  
ownership and possession of  the goods at  the t ime the agreement is  
entered into,  and the customer agrees to make payments over  a 
per iod of  t ime.  

In both cases,  you inc lude the GST/HST on the ent i re amount  in  your 
net  tax calculat ion for  the report ing per iod that  inc ludes the last  day 
of  the month fo l lowing the month dur ing which you t ransferred 
possession or  ownership of  the goods (whichever is  ear l ier) .  I f  you 
issue an invoice before th is  t ime,  the customer pays GST/HST on the 
fu l l  invoiced amount  and you have to inc lude the tax in  your net  tax 
for  the report ing per iod dur ing which you issued the invoice.  

Employees and partners 
Employee benefits 
You may be considered to have co l lected the GST/HST on suppl ies of  
non-cash taxable benef i ts  provided to your employees.  However,  you 
are not  considered to have col lec ted the GST/HST on salar ies,  wages,  



–  187  –  

commissions,  and other  cash remunerat ion,  inc luding gratu i t ies,  you 
pay to employees.  

Employers who are GST/HST registrants may have to remit  GST/HST 
on cer ta in benef i ts  provided to employees such as the personal  use of  
an employer 's  automobi le,  board and lodging,  incent ives,  and g i f ts  
worth more than $500.  I f  you do,  you have to calculate GST/HST for  
the taxable employee benef i ts  at  the end of  February fo l lowing the 
year in  which you gave the benef i t .  This corresponds wi th the 
deadl ine for  calculat ing employee benef i ts  and issuing T4 s l ips for  
income tax purposes.  You have to inc lude the GST/HST on the 
benef i ts  in  the GST/HST return for  the report ing per iod that  inc ludes 
the last  day of  February.  

To f ind out  i f  you have to account  for  the GST/HST on employee 
benef i ts ,  see the income tax publ icat ion T4130,  EMPLOYERS'  GUIDE – 
TAXABLE BENEFITS.  

Employee and partner GST/HST rebate 
The employee and par tner  GST/HST rebate a l lows employees to 
recover the GST/HST they paid on e l ig ib le employment expenses.  
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These are deducted f rom thei r  employment income on thei r  income tax 
return.  I t  a lso a l lows par tners (who are indiv iduals)  to recover the 
GST/HST they paid on expenses they deducted f rom thei r  share of  the 
par tnership income on thei r  income tax return.  Such expenses inc lude 
t ravel ,  meals,  professional  dues,  legal ,  and account ing fees.  

I f  you do not  provide a reasonable a l lowance or  do not  re imburse a l l  
your  employees'  or  par tners '  expenses,  or  i f  employees have to 
inc lude a l lowances in thei r  income, you should te l l  them about  the 
employee and par tner  GST/HST rebate.  

Employees and par tners can apply for  the rebate by complet ing 
Form GST370,  EMPLOYEE AND PARTNER GST/HST REBATE APPLICATION,  
and f i l ing i t  wi th thei r  income tax return wi th in four  years af ter  the end 
of  the year or  a date agreed by the Minis ter .  For  more informat ion and 
a copy of  the form, see our  guide for  employees T4044,  EMPLOYMENT 
EXPENSES,  and our  guide for  par tners RC4091,  GST/HST REBATE FOR 
PARTNERS.  

Exception 
Employees of  a l is ted f inancia l  inst i tu t ion cannot  c la im the employee 
and par tner  GST/HST rebate.  
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Exports and imports 
Exported goods 
Goods (other  than excisable goods such as beer,  sp i r i ts ,  wine,  and 
tobacco products)  that  are ord inar i ly  GST/HST taxable suppl ies are 
zero-rated ( taxed at  0%) i f  the purchaser takes del ivery of  the goods 
in Canada,  and al l  of  the fol lowing condit ions are met:  

• the purchaser is  not  a consumer (a consumer is  usual ly  an 
indiv idual  who is  buying the goods for  h is  or  her  personal  use) ;  

• the purchaser exports  the goods as is  reasonable in  the 
c i rcumstance af ter  you del iver  them; 

• the purchaser does not  buy the goods to consume, use,  or  supply in  
Canada before export ing them; 

• af ter  buying the goods and before export ing them, the purchaser 
does not  fur ther  process,  t ransform, or  a l ter  the goods in Canada,  
unless i t  is  reasonably necessary or  inc identa l  to t ransport  them; 

• you keep sat is factory ev idence,  for  audi t  purposes,  that  the 
purchaser has exported the goods;  and 
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• i f  the property being exported is  e lectr ic i ty ,  crude o i l ,  natura l  gas,  
or  any good that  can be t ransported by means of  a wire,  p ipel ine or  
other  condui t ,  the purchaser is  not  registered for  GST/HST 
purposes.  

I f  your  supply of  goods does not  meet  a l l  o f  these condi t ions,  your  
supply of  the goods may st i l l  be zero-rated i f  you:   

• ship the goods to a dest inat ion outs ide Canada that  is  speci f ied in 
the contract  for  carr iage of  the property;  

• t ransfer  possession of  the goods to a common carr ier  or  consignee 
that  e i ther  you reta ined for  the purchaser or  the purchaser 's  
employer reta ined,  to ship the goods to a dest inat ion outs ide 
Canada;  or  

• send the goods by mai l  or  cour ier  to an address outs ide Canada.  

I f  you do not  meet  any of  the above condi t ions for  zero-rat ing,  you 
general ly  have to charge (and the purchaser has to pay)  GST or  HST 
on taxable suppl ies.   
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Rebate for exported goods 

A non-resident  purchaser may be able to apply for  a rebate to recover 
the tax paid on goods acquired for  commercia l  use pr imar i ly  (more 
than 50%) outs ide Canada (other  than gasol ine and excisable goods,  
such as beer,  wine,  spi r i ts ,  and tobacco products) .  To qual i fy  for  the 
GST/HST rebate,  the non-resident  purchaser has to export  the goods 
f rom Canada wi th in 60 days of  del ivery,  as wel l  as meet  other  
condi t ions.  For  more informat ion on the e l ig ib i l i ty  requirements,  see 
Guide RC4033,  GENERAL APPLICATION FOR GST/HST REBATES,  which 
inc ludes Form GST189,  GENERAL APPLICATION FOR REBATE OF 
GST/HST. 

Export  trading house program 

A purchaser (other  than a consumer)  who is  registered for  GST/HST 
purposes and is  an author ized expor t  t rading house can issue an 
export  cer t i f icate,  which,  when provided to the suppl ier ,  wi l l  cause the 
goods to be zero-rated.  For  more informat ion on the export  t rading 
house program and export  cer t i f icates,  see GST/HST 
Memoranda 4.5.2,  EXPORTS – TANGIBLE PERSONAL PROPERTY. 
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Export  Distr ibution Centre Program (EDCP) 

Under the EDCP, author ized export -or iented,  non-manufactur ing 
businesses are able to use a cer t i f icate to acquire or  import  most  
inventory and par ts ,  or  import  a customer 's  goods for  processing,  
wi thout  payment of  GST/HST. El ig ib le  regist rants who want  to use the 
EDCP cer t i f icate must  apply to us for  author izat ion.  Author izat ions 
wi l l  remain in ef fect  for  three years,  unless revoked ear l ier ,  and can 
be renewed.  For  author izat ion to use an EDCP cer t i f icate,  complete 
and send us Form GST528,  AUTHORIZATION TO USE AN EXPORT 
DISTRIBUTION CENTRE CERTIF ICATE.  For  more informat ion on the EDCP, 
see Technical  Informat ion Bul let in  B-088,  EXPORT DISTRIBUTION 
CENTRE PROGRAM. 

Exported services 
General ly ,  you do not  charge GST/HST on serv ices you per form tota l ly  
outs ide Canada,  or  on serv ices that  re late to real  property s i tuated 
outs ide Canada.  

Serv ices you per form on temporar i ly  imported goods are zero-rated 
(except  t ransportat ion serv ices) .  The goods must  be brought  in to 
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Canada for  the sole purpose of  having the serv ice per formed on them 
and must  be exported as soon as possib le.  Any par ts  suppl ied a long 
wi th these serv ices are a lso zero-rated.  

Certa in serv ices provided to a non-resident  person that  are per formed 
al l  or  par t ly  in  Canada may be zero-rated,  such as:  

• certa in advisory,  professional ,  or  consul t ing serv ices;  

• advert is ing serv ices to an unregistered non-resident  person;  

• advisory,  consul t ing,  or  research serv ices to help a non-resident  
person establ ish a res idence or  business in Canada;  

• serv ices and par ts  for  goods or  real  property under warranty for  an 
unregistered non-resident  person;  

• custodia l  or  nominee serv ices for  the non-resident  person's 
secur i t ies or  precious metals;  

• t ra in ing serv ices suppl ied to an unregistered non-resident  person 
(but  not  to indiv iduals)  to teach non-resident  indiv iduals or  to g ive 
examinat ions for  courses leading to cer t i f icates,  d ip lomas,  l icences,  
or  s imi lar  documents,  or  c lasses or  l icence rat ings that  at test  to the 
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indiv idual 's  competence or  to g ive an exam to pract ise or  per form a 
t rade or  vocat ion;  

• serv ices to an unregistered non-resident  person of  destroy ing or  
d iscarding goods,  or  the serv ices of  d ismant l ing goods for  the 
purpose of  export ing them; 

• serv ices to an unregistered non-resident  person of  test ing or  
inspect ing goods acquired or  brought  in to Canada for  th is  serv ice 
and the goods are to be destroyed or  d iscarded in the course of  
provid ing the serv ice or on i ts  complet ion;  and 

• serv ices of  an agent  act ing for  a non-resident  person or  serv ices of  
arranging for ,  procur ing,  or  sol ic i t ing orders for  suppl ies by or  to 
the person when the serv ice re lates to a zero-rated property or  
serv ice,  or  i f  the supply to or  by the non-resident  person is  made 
outs ide Canada.  

For  more informat ion,  see GST/HST Memorandum 4.5.3,  EXPORTS – 
SERVICES AND INTELLECTUAL PROPERTY. 
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Note 
Remember that  you can c la im ITCs to recover the GST/HST you paid 
or  owe on purchases and expenses re lated to your zero-rated 
suppl ies of  goods and serv ices.  For  more informat ion,  see " Input  tax 
credi ts"  on page 63 [14] .  

Imported goods 
Goods you import  in to Canada are subject  to GST or  the federal  par t  
of  HST, except  for  i tems speci f ied as non-taxable importat ions.  
Examples of  non-taxable importat ions are:  

• certa in zero-rated goods (goods that  are speci f ica l ly  zero-rated 
when suppl ied in Canada,  for  example,  prescr ipt ion drugs,  medical  
devices,  and basic grocer ies) ;   

• medals,  t rophies,  and other  pr izes won outs ide Canada in 
compet i t ion (but  not  saleable goods such as an automobi le) ;  

• tour is t  l i terature imported by governments or  speci f ied 
organizat ions for  publ ic  d is t r ibut ion f ree of  charge;  
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• goods imported by a char i ty  or  publ ic  inst i tu t ion that  have been 
donated to the char i ty  or  inst i tu t ion;  

• goods imported for  the sole purpose of  maintenance,  overhaul ,  or  
repairs ,  i f  nei ther  t i t le  nor  use of  the goods passes,  or  is  in tended 
to pass,  whi le they are in Canada,  and the goods are exported 
wi th in a reasonable amount  of  t ime af ter  the serv ices are 
completed;  

• goods imported by manufactur ing serv ice companies where the 
goods are processed for  non-residents and later  exported wi thout  
being used in Canada.  Any par ts  to  be used in or  at tached to,  and 
mater ia ls  d i rect ly  consumed or  expended in the processing of  those 
goods,  are a lso non-taxable.  The manufactur ing serv ice companies 
must  apply in  wr i t ing for  an import  cer t i f icate to be able to import  
goods on a non-taxable basis.  For  more informat ion on th is  
appl icat ion and the condi t ions that  must  be met,  see Technical  
Informat ion Bul let in  B-069,  GOODS AND SERVICES TAX TREATMENT OF 
IMPORTS BY EXPORTERS OF PROCESSING SERVICES ( INWARD 
PROCESSING);  

• warranty replacement property and replacement par ts  suppl ied by a 
non-resident  at  no charge except  for  shipping and handl ing;  and 
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• goods valued at  $20 or  less sent  to a person by mai l  or  cour ier  at  
an address in Canada,  except  for  the fo l lowing prescr ibed goods:   

–  excisable goods (such as beer,  sp i r i ts ,  wine,  and tobacco 
products) ;  and 

–  books,  newspapers,  magazines,  per iodicals,  or  other  s imi lar  
publ icat ions,  where the vendor was required to register  for  
GST/HST, but  d id not  do so.  

GST/HST is  calculated on the Canadian dol lar  value of  the goods,  
inc luding duty and excise tax,  and is  col lected at  the border at  the 
same t ime as these dut ies.  The owner or  importer  of  record is  
responsib le for  paying the tax on imported goods.  General ly ,  i f  you 
are the importer  ( the person who caused the goods to be imported 
into Canada),  you can c la im an ITC for  the tax you paid on the 
imported goods,  as long as you meet  the requirements for  c la iming 
ITCs.  

Taxable non-commercia l  goods imported into a par t ic ipat ing province 
by a res ident  of  such a province are subject  to HST on importat ion,  
except  for  motor  vehic les required to be registered in a par t ic ipat ing 
province,  or  a mobi le home or  f loat ing home that  has been used or  
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occupied in Canada by an indiv idual .  The provinc ia l  par t  of  HST on 
imported motor  vehic les is  paid at  the t ime the vehic le is  registered in 
a par t ic ipat ing province.  

Al though the provinc ia l  par t  of  HST is  not  payable when you import  
commercia l  goods that  are dest ined for  the par t ic ipat ing provinces,  
you may have to sel f -assess the provinc ia l  par t .  See "Tax on goods 
and serv ices brought  in to a par t ic ipat ing province" on page 164 [32]  
for  more informat ion.  

Imported services and intangible property 
I f  you buy serv ices (such as archi tectura l  serv ices for  a bui ld ing in 
Canada) or  in tangib le property (such as the r ight  to use a patent  in  
Canada) f rom an unregistered non-resident  person outs ide Canada,  
you do not  pay GST or  HST i f  you acquire them to use at  least  90%  
in your commercia l  act iv i t ies (a l though the f igure is  100% in the case 
of  f inancia l  inst i tu t ions) .  You also do not  have to sel f -assess the 
provinc ia l  par t  of  HST i f  the imported serv ices or  in tangib le property 
are for  consumpt ion,  use,  or  supply more than 50% in a non- 
par t ic ipat ing province.  
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I f  you do not  use the imported serv ices or  in tangib le property at  least  
90% in your commercia l  act iv i t ies ,  you have to report  GST or  the 
federal  par t  of  HST on l ine 405  o f  your  GST/HST return and remit  the 
tax d i rect ly  to us.  The tax is  calculated on the amount  you were 
charged for  the serv ice or  in tangib le property and is  payable in the 
report ing per iod in which the amount  for  the serv ice or  the intangib le 
property was paid or  became payable.  

I f  you are a res ident  in  a par t ic ipat ing province who does not  use the 
imported serv ices or  in tangib le property at  least  90% in your 
commercia l  act iv i t ies and the serv ices or  in tangib le property are for  
consumpt ion,  use,  or  supply more than 50% in the par t ic ipat ing 
provinces,  you a lso have to pay the 8% provinc ia l  par t  of  HST on the 
serv ices or  in tangib le property.  The tax you have to sel f -assess is  
payable each t ime an amount  for  the supply is  paid or  becomes due,  
and is  calculated by using the formula:   

A × B × C 

A is  the 8% provinc ia l  par t  of  HST; 
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B is  the value of  the imported serv ice or  in tangib le property that  is  
paid or  becomes due at  that  t ime;  and 

C is  the extent  (expressed as a percentage) to which the person 
acquired the property or  serv ice for  consumpt ion,  use,  or  supply in  
the provinces.  

The tax is  payable in  the report ing per iod in which the amount  for  the 
serv ices or  in tangib le property was paid or  became payable,  and 
should be reported on l ine 405  o f  your GST/HST return.  

I f  the non-resident  person f rom whom you buy the serv ices or  the 
intangib le property is  registered for  GST/HST, that  person wi l l  charge 
you GST/HST on the value of  the serv ices they per form or  the 
intangib le property used a l l  or  par t ly  in  Canada.  General ly ,  you can 
c la im an ITC for  the GST/HST you pay on the serv ices or  in tangib le 
property to the extent  that  you imported them for  consumpt ion or  use 
in  your commercia l  act iv i t ies.  
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I f  you are not a registrant 

I f  you are not  registered for  GST/HST, you st i l l  have to pay tax on 
imported serv ices or  in tangib le property.  Use Form GST59,  GST/HST 
RETURN FOR IMPORTED TAXABLE SUPPL IES,  to remit  the tax.  The tax is  
due by the end of  the month fo l lowing the calendar month in which the 
amount  for  the serv ices or  in tangib le property was paid or  became 
payable.  

Financial services 
General ly ,  f inancia l  serv ices are exempt for  GST/HST purposes.  You 
do not  charge GST/HST on most  suppl ies of  f inancia l  serv ices.  
General ly ,  you cannot  c la im ITCs on purchases or  acquis i t ions re lated 
to exempt f inancia l  serv ices.  Examples of  exempt f inancia l  serv ices 
inc lude:  

• the exchange,  payment,  issue,  receipt ,  or  t ransfer  of  money;  

• the operat ion or  maintenance of  a savings,  chequing,  deposi t ,  loan,  
charge,  or  other  account ;  
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• the issue,  t ransfer  of  ownership or  repayment of  a f inancia l  
inst rument,  such as:  

–  the r ight  to be paid money;  

–  the deposi t  of  money;  

–  any share or  an interest  in  a share of  the capi ta l  s tock of  a 
corporat ion;  

–  an insurance pol icy;  

–  an interest  or  r ight  for  an interest  in  a par tnership,  a t rust  or  
estate of  a deceased indiv idual ;  

–  a precious metal ;  and 

–  an opt ion for  future supply of  a commodi ty  where the opt ion is  
t raded on a recognized commodi ty  exchange;  

• the payment or  receipt  of  money as d iv idends,  in terest ,  pr inc ipal ,  or  
benef i ts ;  

• the making of  any advance,  the grant ing of  any credi t ,  or  the 
lending of  money;  and 
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• the payment or  receipt  of  an amount  in  fu l l  or  par t ia l  sat is fact ion of  
a c la im ar is ing under an insurance pol icy.  

For  more informat ion on f inancia l  serv ices,  see GST/HST 
Memorandum 17.1,  DEFIN IT ION OF "FINANCIAL  INSTRUMENT,"  GST/HST 
Memorandum 17.2,  PRODUCTS AND SERVICES OF A  DEPOSIT-TAKING 
FINANCIAL  INSTITUTION,  GST/HST Memorandum 17.6,  DEFIN IT ION OF 
"L ISTED FINANCIAL  INSTITUTION",  GST/HST Memorandum 17.8,  CREDIT  
UNIONS,  GST/HST Memorandum 17.10,  TAX DISCOUNTERS,  and 
GST/HST Memorandum 17.14,  ELECTION FOR EXEMPT SUPPL IES.  

Insurance claims 
General ly ,  when an insurance company pays out  benef i ts  to 
compensate a c la imant  under the terms of  an insurance pol icy,  i t  is  
provid ing an exempt f inancia l  serv ice.  There are two k inds of  
insurance c la ims:  

• l i fe  and heal th insurance c la ims;  and 

• property and casual ty  insurance c la ims.  
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Life and health insurance claims 
Under l i fe  and heal th insurance contracts,  the set t lement of  a c la im is  
usual ly  l imi ted to payment of  f inancia l  benef i ts .  These payments are 
f inancia l  serv ices and are general ly  exempt f rom GST/HST. 

Property and casualty insurance claims 
Under property and casual ty  insurance contracts,  the insurer  agrees 
to set t le  a c la im for  loss or  damage to proper ty e i ther  by making a 
cash set t lement  wi th the insured,  paying the cost  of  repairs  to the 
damaged property ,  or  paying the cost  of  replac ing the damaged 
property.  

Cash sett lements 

A cash set t lement  is  a f inancia l  serv ice and is  general ly  GST/HST 
exempt.  

Repairs and replacements 

There are two ways an insurer  can set t le  a loss re lated to damaged 
property:  
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• the insurer  repairs  or  replaces the damaged property;  or  

• the insurer  compensates the insured for  the cost  of  repair ing or  
replac ing the damaged property.  

The insurer repairs or replaces the damaged property 

The insurer  purchases repair  serv ices or  replacement property 
d i rect ly .  The insurer  would pay GST/HST and would not  be ent i t led to 
c la im an ITC as the insurer  would not  be acquir ing the property or  
serv ice for  consumpt ion,  use,  or  supply in  the course of  a commercia l  
act iv i ty .  

The insurer compensates the insured for the cost of  repair ing  
or replacing the damaged property 

You, as the insured,  acquire the repair  serv ices or  replacement 
property d i rect ly ,  and are the rec ip ient  of  the serv ices or  property.  
I f  you are a regist rant ,  you may be e l ig ib le to c la im an ITC. I f  you are 
a publ ic  serv ice body,  you may be e l ig ib le to c la im a rebate.  In th is  
s i tuat ion,  i t  may be appropr iate for  the insurer  to use the 
net-of -GST/HST method for  set t l ing the property and casual ty  
insurance c la im. 
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The net-of-GST/HST method  resul ts  in  an insurer  making a payment 
for  an insurance c la im only to the extent  of  the actual  loss suf fered by 
the insured in accordance wi th the terms of  the insurance pol icy.  The 
amount  paid by an insurer  to you wi l l  be reduced by the amount  that  
you are e l ig ib le to c la im as an ITC or  rebate re lated to the tax por t ion 
of  the repair  or  replacement expense.  

For  more informat ion on insurance-re lated subjects,  see GST/HST 
Memorandum 17.9,  INSURANCE AGENTS AND BROKERS.  For  more 
informat ion on insurance c la ims,  see GST/HST Memorandum 17.16,  
GST/HST TREATMENT OF INSURANCE CLAIMS.  

Example 
You are a GST/HST regist rant  who uses a car  exclus ively in  the 
course of  your commercia l  ac t iv i t ies.  You are involved in an 
accident .  You arrange to have the repairs done at  the dealership for  
$5,000 p lus $300 GST. Under the car  insurance pol icy,  there is  a 
$500 deduct ib le.  You make a cheque payable to the dealership and 
c la im $300 in tax payable as an ITC. You forward a copy of  the 
invoice to your insurer  and ask for  compensat ion less the tax 
por t ion.  The insurer  pays you the fo l lowing:  
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Tota l  of  invoice less  GST/HST less  $500 deduct ib le = 
Total  compensation from insurer 

Total  of  invoice $ 5,300

Less GST ($5,000 × 6%) 300

Less deduct ib le 500

Total  compensat ion f rom insurer  $ 4,500

Real property 
Suppl ies of  real  property are general ly  taxable.  However,  there are 
some speci f ic  suppl ies of  real  property that  are exempt  o f  the 
GST/HST. Some examples inc lude:  

• the sale of  a used house,  where the sel ler  is  not  the bui lder  of  the 
house and has not  c la imed any ITCs for  the acquis i t ion of  the 
house;  

• the sale of  farmland by an indiv idual  to a re lated indiv idual  where 
the farmland was only used in a commercia l  act iv i ty  that  is  the 
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business of  farming and the re lated indiv idual  is  purchasing the 
farmland for  personal  use and enjoyment;  

• the lease of  a res ident ia l  complex to an indiv idual  who occupies i t  
for  a cont inuous per iod of  at  least  one month;  and 

• the lease of  a res ident ia l  uni t  to  an indiv idual  who occupies i t  for  
$20 or  less a day.  

For  more informat ion on other  exempt suppl ies of  real  property,  see 
GST/HST Memoranda Ser ies,  Chapter  19,  SPECIAL  SECTORS: REAL 
PROPERTY. 

Sales 
As a vendor,  whether  or  not  you are registered for  GST/HST, you have 
to col lect  GST/HST f rom the purchaser on a taxable sale of  real  
property  unless:  

• you are a non-resident  of  Canada or  you are considered to be a 
res ident  of  Canada for  purposes of  act iv i t ies you carry on through 
your permanent  establ ishment;  
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• the purchaser is  registered for  GST/HST and is  not  an indiv idual  
buying a res ident ia l  complex,  or  a cemetery p lot ,  or  s imi lar  s i te;  or  

• you and the purchaser have made an e lect ion using e lect ion type 2 
on Form GST22,  REAL PROPERTY – ELECTION TO MAKE CERTAIN  
SALES TAXABLE.  

Under these condi t ions,  the purchaser of  real  property has to pay the 
GST/HST owing d i rect ly  to us.  For  more deta i ls ,  see "Purchases" on 
page 210 [40] .  

Note 
For taxable sales of  real  property ,  other  than res ident ia l  complexes,  
GST at  6% or  HST at  14% appl ies where ownership and possession 
under the agreement are t ransferred to the purchaser af ter  June 30,  
2006.   

In  the case of  a sale of  a new or  substant ia l ly  renovated res ident ia l  
complex,  you are required to col lect  GST at  7% or  HST at  15% i f  the 
agreement of  purchase and sale,  ev idenced in wr i t ing,  was entered 
into wi th the purchaser before May 3,  2006,  regardless of  when 
ownership and possession are t ransferred.  I f  ownership and 
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possession are t ransferred af ter  June 30,  2006,  the purchaser wi l l  
be ent i t led to c la im a t ransi t ional  rebate to account  for  the reduct ion 
in the GST/HST rate.  For  more in format ion on the t ransi t ional  rebate 
see:  

• Form GST193,  GST/HST TRANSIT IONAL  REBATE APPLICATION FOR 
PURCHASERS OF NEW HOUSING;  or  

• Form GST192,  GST/HST TRANSIT IONAL  REBATE APPLICATION FOR 
BUILDERS OF NEW HOUSING ON LEASED LAND.  

Purchases 
I f  you buy taxable real  property and the vendor does not  have to 
col lect  GST/HST f rom you because of  the condi t ions d iscussed ear l ier  
in  th is  sect ion,  you have to pay the GST/HST owing on e i ther  your  
GST/HST return or  by f i l ing Form GST60,  GST/HST RETURN FOR 
ACQUIS IT ION OF REAL PROPERTY.  

I f  you are a regist rant  who intends to  use the real  property more than 
50% in commercia l  act iv i t ies,  report  the GST/HST owing on the 
purchase on l ine 205  o f  your GST/HST return in the report ing per iod 
in which the tax becomes payable.  
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In  a l l  o ther  cases,  you have to pay the GST/HST owing by f i l ing 
Form GST60.  You have to f i le  th is form by the end of  the month af ter  
the month when you bought  or  took possession of  the property,  
regardless of  when your GST/HST return is  due.  

I f  you use the real  property more than 10% in commercia l  act iv i t ies,  
you can c la im an ITC on l ine 106  o f  your  return.  See the chart  ent i t led 
" ITCs for  capi ta l  real  property"  on page 222 [42]  to calculate the ITC 
you can c la im. 

Claiming ITCs 
General ly ,  you can c la im an ITC equal  to e i ther  a percentage or  the 
ent i re amount  of  GST/HST you paid or  owe on purchases of  real  
property ( inc luding improvements to real  property)  that  you intend to 
use in your commercia l  act iv i t ies.  There are four  sets of  ru les for  ITCs 
on real  property,  depending on whether  you are:  

• a corporat ion or  par tnership;  

• an indiv idual ;  
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• a publ ic  serv ice body;  or  

• a f inancia l  inst i tu t ion.  

Corporations and partnerships 

The ru les for  c la iming ITCs for  real  property are as fo l lows:  

• I f  the use of  the real  property  in  commercia l  act iv i t ies is  10% or 
less,  you cannot  c la im an ITC. 

• I f  the use in commercia l  act iv i t ies is  more than 10% and less than 
90%, you have to apport ion your  ITC based on the percentage of  
use in commercia l  act iv i t ies.  

• I f  the use in commercia l  act iv i t ies  is  90% or more,  you can c la im a 
fu l l  ITC. 

Note 
These ru les do not  apply to a corporat ion or  par tnership that  is  a 
f inancia l  inst i tu t ion.  
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Example 
You buy a bui ld ing in Mani toba and intend to use i t  60% in your 
commercia l  act iv i ty .  You can c la im an ITC for  60% of  the GST you 
paid.  

Cost  of  bui ld ing $ 500,000

GST payable ($500,000 × 6%) 30,000

ITC = $30,000 × 60% $ 18,000

Change in use rules 

These ru les apply to corporat ions and par tnerships that  are 
regist rants.  They do not  apply to  publ ic  serv ice bodies unless the 
body has f i led an e lect ion to t reat  the property as taxable real  
property .  

I f  you increase the use of  real  property in  commercia l  act iv i t ies,  you 
may be able to c la im an addi t ional  ITC for  the GST/HST that  you were 
not  ent i t led to c la im before.  I f  you decrease the use of  real  property in  
commercia l  act iv i t ies,  you may have to repay par t  of  the ITC you 
c la imed before.  The calculat ions are based on the basic tax content  of  
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the property at  that  t ime.  The basic tax content  formula is  expla ined 
on page 88 [18] .  

Increasing use in commercial  act ivi t ies 

When you increase the percentage of  use of  real  property in  
commercia l  act iv i t ies by 10% or  more,  you may be able to c la im an 
ITC equal  to  the basic tax content  o f  the property mul t ip l ied by the 
percentage of  increase in commercia l  act iv i t ies.  

Example 1 
You buy an of f ice bui ld ing in  Winnipeg to use 60% in your 
commercia l  act iv i t ies.  

Cost  of  bui ld ing $ 500,000

GST 30,000

ITC = $30,000 × 60% $ 18,000

Later ,  you increase the use of  the bui ld ing in commercia l  act iv i t ies 
f rom 60% to 80% (an increase of  20%).  The fa i r  market  value of  the 
bui ld ing at  the t ime of  the change was $450,000.  
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As a resul t  of  the increased commercia l  use of  the bui ld ing,  you can 
c la im an addi t ional  ITC calculated as fo l lows:  

Basic tax content = (A – B) × C  

 = ($30,000 – $0)  × $ 450,000

  $ 500,000

 = $27,000  

ITC  = $27,000 × 20%  

 = $5,400  

Note 
I f  you increase the use in commercia l  act iv i t ies to 90% or more,  we 
consider  that  you are using the property 100% in commercia l  
act iv i t ies.  

Decreasing use in commercial  act ivi t ies 

When you decrease (wi thout  s topping)  the use of  real  property in  
commercia l  act iv i t ies by 10% or  more,  we consider  you to have sold  
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the real  property to that  extent ,  and,  unless the sale is  exempt,  to 
have col lected GST/HST on the par t  of  the property that  you are no 
longer us ing in your commercia l  act iv i t ies.   

To calculate the amount  of  GST/HST you have to remit ,  mul t ip ly  the 
basic tax content  of  the property at  the t ime you change the use by 
the percentage of  the decrease in commercia l  act iv i t ies.  

Example 2 
You buy an of f ice bui ld ing in  Winnipeg to use 60% in your 
commercia l  act iv i t ies.  

Cost  of  bui ld ing $ 500,000

GST 30,000

ITC = $30,000 × 60% $ 18,000

Later ,  you decrease the use in commercia l  act iv i t ies of  the bui ld ing 
f rom 60% to 30% (a decrease of  30%).  The fa i r  market  value of  the 
property at  the t ime of  the change in use is  $550,000.  
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You remit  GST calculated as fo l lows:  

Basic tax content = (A – B) × C  

 = ($30,000 – $0)  × $ 550,000

  $ 500,000
   

 = ($30,000 – $0)  × 1 (maximum) 

GST remit table = $30,000 × 30% 

 = $9,000  

You must  add $9,000 GST on l ine 103  o f  your  GST/HST return when 
you calculate your net  tax for  the report ing per iod dur ing which the 
change in use occurred.   

Stopping use in commercial  act ivi t ies 

When you stop using real  property for  commercia l  act iv i t ies,  or  when 
you reduce the use in commercia l  act iv i t ies to 10% or  less (except  for  
f inancia l  inst i tu t ions)  and begin to use the property 90% or more for  
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non-commercia l  act iv i t ies,  we consider  you to have sold and 
reacquired the property.   

I f  th is  deemed sale is  taxable,  you wi l l  have to remi t  the GST/HST on 
the deemed sale.  The amount  you have to remit  is  equal  to the basic 
tax content  of  the property at  the t ime of  the change in use.  

Example 3 
We cont inue wi th example 2 f rom page 216 [above] .  The bui ld ing 
was used 30% in commercia l  act iv i t ies and is  now used less than 
10%. The fa i r  market  value at  the t ime of  th is  change in use is  s t i l l  
$550,000.  The deemed sale resul t ing f rom the change in use is  
taxable.  

You would remit  GST calculated as fo l lows:  

Basic tax content = (A – B) × C  

 = ($30,000 – $0)  × $ 550,000

  $ 500,000
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 = $30,000 × 1 (maximum) 

 = $30,000 

You have to add $30,000 GST on l ine 103  o f  your  GST/HST return 
for  the report ing per iod dur ing which you stopped using the bui ld ing 
in  your commercia l  act iv i t ies.   

However,  s ince you are considered to have made a taxable sale of  
the bui ld ing,  as a regist rant ,  you may be e l ig ib le to c la im an ITC to 
recover tax you paid on the bui ld ing that  you could not  previously 
recover.  To calculate the amount  of  the ITC that  may be avai lable,  
mul t ip ly  the percentage that  you used the bui ld ing in non-
commercia l  act iv i t ies immediate ly  before the deemed sale by the 
lesser  o f  the fo l lowing two amounts:  

• the basic tax content  of  the bui ld ing at  the t ime of  the deemed 
sale;  and 

• the tax payable on the deemed sale.  

In th is  case,  you would be e l ig ib le to c la im an ITC as fo l lows:  

ITC  = 70% × $30,000 = $21,000 



–  220  –  

We use 70% as i t  is  the percentage of  use in non-commercia l  
act iv i t ies immediate ly  before the deemed sale (as you were using i t  
30% in commercia l  act iv i t ies) .  

We use $30,000 because,  in  th is  case,  the basic tax content  of  the 
bui ld ing and the tax payable on the deemed sale both equal  
$30,000.  

Since you are no longer us ing the bui ld ing in your commercia l  
act iv i t ies,  you are now in the same posi t ion you would have been i f  
you in i t ia l ly  bought  the bui ld ing to use exclus ively in  
non-commercia l  act iv i t ies.   

Individuals 

The change in use ru les for  indiv iduals are d i f ferent  f rom the ones 
expla ined on page 212 [above]  for  corporat ions and par tnerships,  
a l though the calculat ions are a lso based on the basic tax content  of  
the property at  the t ime of  the change.  

I f  you use real  property more than 50% for  your personal  use and 
enjoyment,  you cannot  c la im an ITC for  the GST/HST you paid or  owe 
on that  property.  
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Example 
You buy a house and intend to use i t  40% as a reta i l  s tore,  and 60% 
as your res idence.  You cannot  c la im an ITC for  the GST/HST you 
paid for  the house or  on any improvements you made to i t .  

For  more informat ion,  see GST/HST Memorandum 19.2.3,  RESIDENTIAL  
REAL PROPERTY – DEEMED SUPPL IES.  

Public service bodies 

For in format ion on the ru les that  apply to publ ic  serv ice bodies that  
buy real  property,  see the fo l lowing guides:  

• RC4049,  GST/HST Informat ion for  Munic ipal i t ies;  

• RC4081,  GST/HST Informat ion for  Non-Prof i t  Organizat ions;  and 

• RC4082,  GST/HST Informat ion for  Char i t ies.  

Financial  inst i tut ions 

Financia l  inst i tu t ions have to c la im thei r  ITCs for  capi ta l  real  property  
based on the percentage of  use in commercia l  ac t iv i t ies,  regardless of  
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whether  the property is  used 10% or  less (or  more than 90%) in 
commercia l  act iv i t ies.   

ITCs for capital  real  property 

Percentage of  use 
in commercial  

act ivi t ies 
Partnerships and 

corporat ions Individuals 

≤  10% None None  

>  10% to 50% % of  use % of  use*   

>  50% to <  90% % of  use % of  use  

≥  90% 100% 100%  
 

 Public service bodies** Financial  inst i tut ions 

 None % of  use  

 None % of  use  
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 Publ ic service bodies** Financial  inst i tut ions  

 100% % of  use  

 100% % of  use  

*  Indiv iduals cannot  c la im an ITC i f  the property is  used more than 
50% for  thei r  personal  use or  that  of  a re lated indiv idual .  

**  Where the body has not  made an e lect ion to t reat  property as 
taxable real  property.  

Returns and warranties 
Returnable beverage containers 
Refundable deposits 

There is  no GST/HST on deposi ts  for  returnable beverage conta iners 
that  are refundable to consumers.   

When a bot t ler  or  manufacturer  sel ls  beverages in sealed returnable 
conta iners to you,  GST/HST is  not  charged on the refundable deposi t .  
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When you sel l  the beverages in the sealed conta iners to your 
customer,  you do not  charge GST/HST on the refundable deposi t .  

When you accept  used and empty conta iners f rom customers,  no par t  
of  the refund to the consumer is  a refund of  tax and,  therefore,  you 
would not  c la im an ITC for  that  refund.  When you return used 
conta iners to a depot  or  a bot t ler ,  there is  no GST/HST charged on 
the refund you receive.  

Example  
You are a reta i ler  in  a non-part ic ipat ing province.  You sel l  a  
beverage in a returnable conta iner  to a consumer in a 
non-part ic ipat ing province and charge a fu l ly  refundable deposi t .  

Beverage $ 1.00

Deposi t  0 .15

Subtota l  $ 1.15

GST ($1.00 × 6%) 0.06

Total  $ 1.21
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Non-refundable deposits 

In  some provinces,  only a por t ion of  the deposi t  is  refundable to the 
consumer,  or  non-refundable amounts such as envi ronmental  lev ies 
and recycl ing fees are separate ly  charged in addi t ion to the 
refundable deposi t .  In  these cases,  you only exclude the GST/HST 
f rom the amount  of  the deposi t  refundable to the consumer.  

The non-refundable amounts are subject  to GST/HST at  the same rate 
as the beverage.  

Example  
You are a reta i ler  in  a non-part ic ipat ing province.  You sel l  a  
beverage in a returnable conta iner  to a consumer and charge a 
deposi t .  Hal f  of  the deposi t  is  refundable.  

Beverage $ 1.00

Deposi t  0 .15

Container  recycl ing fee 0.10

Subtota l  $ 1.25
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Less:  refundable par t  of  the deposi t 0.05

Total  before tax $ 1.05

GST ($1.05 × 6%) 0.06

Total  $ 1.11

You have to col lect  and remit  GST/HST on non-refundable deposi ts  
you charge when you sel l  beverages.  Also,  you can c la im ITCs for  
GST/HST you are charged on non-refundable deposi ts  you pay when 
you purchase beverages,  unless you are located in a par t ic ipat ing 
province.  

Specia l  ru les apply in  the par t ic ipat ing provinces where the deposi ts  
inc lude tax,  i f  appl icable,  and only par t  of  the deposi t  on cer ta in 
beverage conta iners is  refundable.  A bot t ler  or  manufacturer  sel ls  the 
beverages to you,  and charges the deposi t .  The bot t ler  or  
manufacturer  remits  to us the HST inc luded in the deposi t .  You do not  
c la im an ITC for  the HST inc luded in the deposi t .  When you sel l  the 
beverages and conta iners to your customer,  you do not  remit  the HST 
inc luded in the deposi t .  
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Example  
You are a reta i ler  in  a par t ic ipat ing province.  You sel l  a  beverage in 
a returnable conta iner  to a consumer and charge a deposi t  that  is  
hal f  refunded.  

Beverage $ 1.00

Deposi t  ( inc ludes HST) 0.10

Subtota l  $ 1.10

HST ($1.00 × 14%) 0.14

Total  $ 1.24

Certa in regist rants,  such as take-out  establ ishments that  provide 
eat ing areas on thei r  premises,  may charge tax on the refundable 
deposi t .  I f  you are such a regist rant ,  and you do not  charge tax on the 
refundable deposi t ,  you wi l l  have to  pay an amount  equal  to the tax on 
the refundable deposi t  when you co l lect  the empty conta iners f rom 
your premises and redeem them for  the refunds.   
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See Technical  Informat ion Bul let in  B-089,  RETURNABLE CONTAINERS,  
for  more informat ion.  

Returnable containers 
GST/HST general ly  appl ies to empty returnable conta iners.  However,  
we consider  usual  packaging or  conta iners (other  than returnable 
beverage conta iners)  to be par t  of  the goods they cover or  conta in 
and tax them on the same basis as the goods they hold.  For  example,  
conta iners f i l led wi th medical  oxygen are zero-rated.  

When a customer returns a conta iner  that  held goods,  you may t reat  
the t ransact ion in one of  two ways,  depending on the terms of  the 
or ig inal  agreement as:  

• a sale  by the customer to you ( the or ig inal  suppl ier) ;  or  

• a refund  you pay to the customer.  

I f  the return of  the conta iner  is  t reated as a sale,  the customer,  i f  a  
regist rant ,  charges you GST/HST on the return of  the conta iner .  You 
can c la im an ITC for  the GST/HST payable on the purchase of  the 
conta iner .  
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I f  the return is  t reated as a refund,  you may have to issue a credi t  
note to the customer or ,  a l ternat ive ly ,  the customer may have to g ive 
you a debi t  note.  In that  case,  see the next  sect ion "Returned goods."  

For  more deta i ls ,  see Technica l  Informat ion Bul let in  B-038,  
RETURNABLE CONTAINERS.  

Returned goods 
I f  you g ive customers a refund or  credi t  for  a l l  or  par t  of  an amount  
they paid or  were charged for  goods they return,  you may adjust ,  
refund,  or  credi t  the customer the GST/HST you f i rs t  charged or  
col lected on these goods.  I f  you do th is ,  you have to issue a credi t  
note to the customer,  or  have the customer issue a debi t  note to you.  
Be sure the fo l lowing informat ion is  inc luded on the credi t  or  debi t  
note:  

• a statement or  other  indicat ion that  the document is  a credi t  or  
debi t  note;  

• your business or  t rading name, or  the name of  your  in termediary,  
and your Business Number (BN),  or  the BN of  the intermediary;  
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• the customer 's  name or  t rading name, or  the name of  the 
customer 's  author ized agent  or  representat ive;  

• the date on which the note is  issued;  and 

• one of  the fo l lowing:  

–  the amount  of  the adjustment ,  refund,  or  credi t  for  tax;  or  

–  a statement  that  the tota l  amount for  which the note is  issued 
inc ludes the adjustment ,  refund or  credi t  of  tax,  the tax rate (GST 
or  HST) that  appl ies to each taxable supply for  which tax is  
reduced,  and e i ther  the tota l  amount  and tax reduced for  a l l  the 
suppl ies to which the same tax ra te appl ies or  the tota l  amount  
and tax reduced for  each supply.  

You can deduct  the amount  of  GST/HST adjusted,  refunded,  or  
credi ted in determining your net  tax for  the report ing per iod in which 
you issued the credi t  note or  received the debi t  note,  as long as that  
amount  was previously inc luded in your net  tax.  In turn,  i f  your  
customer c la imed an ITC, he or  she wi l l  add that  amount in  calculat ing 
h is  or  her  net  tax.  I f  your  customer c la imed a rebate,  he or  she wi l l  
repay that  amount .  
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You have four  years f rom the end of  the report ing per iod dur ing which 
you reduced the purchase pr ice to make the adjustment ,  refund,  or  
credi t .  

I f  you refund only a cer ta in percentage of  the purchase pr ice ( for  
example,  85%) and keep the balance as a restocking charge,  you wi l l  
refund only 85% of  the GST/HST you f i rs t  co l lected.  You would issue 
a credi t  note,  or  the customer would issue a debi t  note,  for  the 
amount  of  GST/HST you refunded.  

I f  you and the customer are GST/HST regist rants,  you can choose not  
to refund or  credi t  the customer the GST/HST that  was previously 
paid.  You may wish to forgo the GST/HST refund i f  you have a l ready 
remit ted the tax and the customer has a l ready c la imed an ITC. In th is  
case,  you refund the amount  wi thout  inc luding the GST/HST that  the 
customer f i rs t  paid.  You and your customer do not  have to make any 
adjustments on your GST/HST returns.  

Warranty reimbursements 
Warrantors of  goods can c la im ITCs for  the GST/HST port ion of  
re imbursements they make to warranty holders for  goods or  serv ices 
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such as repairs covered under the terms of  a warranty and provided 
by a th i rd par ty .  

For  instance,  a warrantor  may re imburse a warranty holder  when the 
warranty holder  pays for  repairs  due to an emergency or  due to the 
d is tance f rom the warrantor 's  own author ized repair  fac i l i ty .  The ITC 
you can c la im is  based on the por t ion of  the tota l  cost  that  you 
re imburse the warranty holder .  Calculate your ITC using the formula:  

A ×  B  

 C  

A is  the GST/HST payable by the warranty holder  for  the goods or  
serv ices;  

B is  the amount  of  the re imbursement;  

C is  the cost  to the warranty holder  of  the repair .  

You must  inc lude wi th the re imbursement a wr i t ten statement that  a 
por t ion of  the re imbursement represents GST/HST. 
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Example 1 
Michael ,  a GST/HST-registered sales person,  uses h is  car  to meet  
c l ients.  His car  breaks down and he cal ls  for  emergency roadside 
assistance,  which is  covered under h is  warranty.  There is  no dealer  
nearby,  and the only repair  shop wi th in towing d is tance is  an 
independent  garage.  The garage tows and repairs  the car  for  a tota l  
of  $636 ($500 plus $100 for  remote serv ice charge,  p lus $36 GST).   

Michael  sends th is  b i l l  to  the warrantor  who agrees to pay the b i l l ,  
except  for  the remote serv ice charge,  based on the terms of  the 
warranty.  There is  a $50 deduct ib le p lus GST under the warranty.  
The warrantor  re imburses Michael  $477.00,  calculated as fo l lows:  

Tota l  paid by Michael  $ 636.00

Less $100 remote serv ice charge p lus $6 GST 106.00

Less $50 deduct ib le p lus $3.00 GST 53.00

Amount reimbursed to Michael  $ 477.00

Using the formula on page 232 [above] ,  the warrantor  can c la im an 
ITC of  $27.00 calculated as fo l lows:  
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ITC = $36.00 ×  $ 477.00

 $ 636.00

= $27.00  

I f  Michael ,  the warranty holder ,  is  registered for  GST/HST, he may be 
ent i t led to c la im an ITC or  a rebate for  a l l  or  par t  of  the $36 of  GST he 
paid.   

However,  par t  of  the re imbursement Michael  received f rom the 
warrantor  is  for  some of  the GST he paid.  In th is  case,  we consider  
Michael  to have made a taxable supply to the warrantor .   

Michael  has to remit  an amount  calculated using the fo l lowing 
formula:  

A ×  B  

 C  

A is  the amount  of  the GST/HST re imbursed;  
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B is  the tota l  of  ITCs and rebates that  the warranty holder  was 
ent i t led to c la im for  the goods or  serv ices;  

C is  the GST/HST the warranty holder  paid or  owes for  the goods or  
serv ices.  

Example 2 
Michael  uses h is  car  80% in commercia l  act iv i t ies.  He c la ims an ITC 
of  $28.80 ($36 × 80%) for  the GST he paid on the car  repair  charges 
descr ibed in example 1.  The warrantor  la ter  re imburses h im for  
some of  these expenses.  The reimbursement amount  inc ludes GST. 
This means that  Michael  has received a re imbursement for  some of  
the tax he c la imed as an ITC. 

We consider  Michael  to have made a taxable supply of  the 
re imbursed goods and serv ices to the warrantor .  This means that  he 
has to remit  GST calculated as fo l lows:  

GST to remit  = $27.00 × $ 28.80

 $ 36.00

= $21.60 
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Michael  remits  $21.60 by adding th is  amount  to l ine 103  o f  h is  
GST/HST return for  the report ing per iod in which he received the 
re imbursement.  

Selling goods for others 
Auctioneers 
I f  you are a regist rant  auct ioneer se l l ing goods for  a person (who may 
be referred to as a vendor,  owner or  pr inc ipal ) ,  you are considered to 
have made a sale of  taxable goods.  This means that  whether the 
vendor is  registered for  GST/HST or  not ,  i t  is  you as the auct ioneer 
who must  charge and remit  GST/HST on the sale of  the vendor 's  
goods.  However,  you do not  charge or  remit  GST/HST on your 
commission or  other  serv ices provided to the vendor that  re late to the 
sale of  the goods,  such as storage and advert is ing.  

For  more informat ion,  see GST/HST Info Sheet ,  GI-010,  AUCTIONEERS,  
avai lable on our  Web s i te at  
www.cra.gc.ca/tax/technical /gsthst-e.html.   



–  237  –  

Election 

Somet imes a registered vendor (who may a lso be referred to as an 
owner or  pr inc ipal )  and an auct ioneer make a jo int  e lect ion to have 
the vendor remit  GST/HST on the sale of  auct ioned goods.   

Certa in condi t ions must  be met in order  to make an e lect ion:  

• both the vendor and auct ioneer must  be GST/HST regist rants;  

• the sale of  the goods would be taxable suppl ies i f  so ld by the 
vendor;  

• the goods are prescr ibed in the PROPERTY SUPPLIED BY AUCTION) 
(GST/HST Regulat ions) ;  and 

• at  least  90% of  the value of  the goods sold at  auct ion on a 
par t icu lar  day on behal f  of  the vendor is  at t r ibutable to sales of  
prescr ibed goods.  

Prescr ibed goods inc lude:  

• motor vehic les designed for  h ighway use;  

• cut  f lowers,  pot ted p lants,  p lant  bulbs;  



–  238  –  

• horses;  and 

• machinery and equipment designed for  use in cer ta in industr ies.  

Once the vendor and auct ioneer have made a jo int  e lect ion,  the 
auct ioneer col lects GST/HST on the sale of  the goods and g ives i t  to  
the vendor.  The vendor remits  the GST/HST. The auct ioneer charges 
the vendor GST/HST on h is  or  her  commission and on any serv ices 
provided to the vendor,  such as storage and advert is ing.  

To make an e lect ion,  complete Form GST502,  ELECTION AND 
REVOCATION OF AN ELECTION BETWEEN AUCTIONEER AND PRINCIPAL.  Both 
the vendor and auct ioneer must  keep a s igned copy of  the e lect ion in 
thei r  records.  

Agents 
I f  you are act ing as an agent  (exc luding auct ioneers)  in  sel l ing 
taxable goods and serv ices on behal f  of  a person (who may also be 
referred to as a vendor,  owner or  pr inc ipal ) ,  d i f ferent  ru les apply to 
determine who has to charge GST/HST on the sale.  These ru les 
depend,  in  par t ,  on whether  the vendor would have had to charge 
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GST/HST i f  he or  she sold the goods or  serv ices d i rect ly  to the 
purchaser.  

When the vendor has to charge GST/HST 

I f  a  vendor would have had to charge GST/HST i f  he or  she had sold 
taxable goods and serv ices d i rect ly  to the purchaser,  then i t  is  the 
vendor who must  charge and remit  the GST/HST on the taxable goods 
and serv ices sold through you as the agent .   

I f  you are a regist rant ,  you have to charge and remit  GST/HST on your 
commission and on any other  serv ices provided to the vendor that  
re late to the sale of  the goods or  serv ices.  Vendors who are 
regist rants may be e l ig ib le to c la im an ITC to recover the GST/HST 
they pay for  your serv ices.  

Example  
Danie l ,  a  registered vendor,  g ives a paint ing to an ar t  gal lery 
(agent)  in  Alber ta to sel l  on h is  behal f .  As Danie l 's  agent ,  the ar t  
gal lery sel ls  the paint ing for  $2,000 p lus GST. 
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Transaction summary  

Amount agent charges purchaser 

Paint ing $ 2,000

GST ($2,000 × 6%) 120

Amount purchaser pays $ 2,120

Amount agent charges vendor 

Commission $ 400

Advert is ing 50

Subtota l  $ 450

GST ($450 × 6%) 27

Total  $ 477
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Amount agent gives vendor 

Amount purchaser pays $ 2,120

Less agent 's  charges 477

Amount due to Danie l  $ 1,643

GST to report  and remit  

Agent Vendor 

GST charged to vendor:   
$27 

Agent  inc ludes th is  amount  in  
h is /her  net  tax 

GST charged to purchaser:  $120 

Vendor inc ludes th is  amount  in  
h is /her  net  tax 

Joint  elect ion 

A jo int  e lect ion can be made between a vendor (who may a lso be 
referred to as an owner or  pr inc ipal )  and an agent  when a vendor is  
required to col lect  tax,  but  would prefer  the agent  to do so.  By making 
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th is  jo int  e lect ion,  the agent  becomes responsib le for  col lect ing,  
report ing,  and remit t ing the tax on the supply of  taxable goods or  
serv ices made by the vendor.  The jo int  e lect ion is  made by complet ing 
and s igning Form GST506,  ELECTION AND REVOCATION OF AN ELECTION 
BETWEEN AGENT AND PRINCIPAL.  Both the vendor and the agent  must  
keep a copy of  Form GST506 in thei r  records.  Agents who make th is  
e lect ion must  charge and remit  GST/HST on the commission and other  
serv ices they provide to the vendor that  re late to th is  supply.  The 
agent  must  a lso inc lude the tax in  thei r  GST/HST return.  

Note 
• Under proposed amendments,  the ru les per ta in ing to bad debt  

adjustments and recovery of  bad debt  now apply to agents who 
have made the e lect ion.  For  more informat ion on bad debt ,  see 
"Bad debt  adjustments"  on page 108 [21]  and "Bad debt  
recovered" on page 110 [22] .  

• I t  is  a lso proposed that  b i l l ing agents of  a vendor be able to use 
th is  e lect ion.  
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When the vendor does not have to charge GST/HST 

I f  a  vendor would not  have had to charge GST/HST i f  he or  she had 
sold goods (other  than zero-rated or  exempt goods) d i rect ly  to the 
purchaser,  then i t  is  you,  the regist rant  agent ,  who must  charge and 
remit  GST/HST on the sale of  the goods.  However,  you do not  charge 
or  remit  GST/HST on your commission or  any other  serv ices provided 
to the vendor that  re late to the sale of  the goods.  

Example 
Marie,  a non-regist rant  vendor,  g ives a used car  to an agent  in  
Nova Scot ia to sel l  for  her .  The agent ,  a regist rant ,  se l ls  the used 
car  for  $6,000 p lus HST. The agent charges Mar ie a commission of  
$600 p lus an advert is ing fee of  $25.  The agent  does not  charge HST 
on the commission and advert is ing.  
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Transaction summary 

Amount agent charges purchaser 
Purchaser pays $6,000 p lus $840 HST to sales agent .  

Amount agent charges vendor 

Commission $ 600

Advert is ing 25

Total  $ 625

Amount agent gives vendor 

Sel l ing pr ice excluding HST $ 6,000

Less agent 's  charges 625

Amount  due to Mar ie (vendor)  $ 5,375
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HST to report  

Agent Vendor 

Agent  inc ludes $840 HST 
charged to purchaser in  

h is /her  net  tax.  

Vendor does not  report  any HST 
col lected for  th is  supply 

Exception 
General ly ,  an agent  has to charge and remit  GST/HST on goods sold 
for  a regist rant  vendor that  were not  used in commercia l  act iv i t ies.  
However,  somet imes a regist rant  vendor may want  to charge and 
remit  the tax.  In these s i tuat ions,  the vendor and agent  may jo int ly  
e lect  in  wr i t ing to make the sale  of  those goods taxable.  When the 
goods are sold,  the vendor charges tax and inc ludes i t  in  thei r  net  
tax.  The vendor a lso pays GST/HST on the serv ices provided by the 
agent  and may be able to c la im an ITC for  th is  tax.  However,  the 
vendor cannot  c la im an ITC for  other  expenses re lated to the supply 
that  were not  charged to the vendor by the agent .  
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Zero-rated and exempt goods 

When zero-rated or  exempt goods are sold,  nei ther  the agent  nor  the 
vendor charges the purchaser GST/HST. Whether the vendor is  a 
regist rant  or  not ,  the agent  charges GST/HST on thei r  commissions 
and other  serv ices,  such as advert is ing,  provided in re lat ion to the 
sale.   

Example 
As an agent  of  a vendor,  you sel l  zero-rated medical  suppl ies in  
Ontar io for  $2,000.  Your commission is  20% of  the sel l ing pr ice and 
you charge an advert is ing fee of  $100.  

Transaction summary 

Amount agent charges vendor 

Commission ($2,000 × 20%) $ 400

Advert is ing 100

GST ($500 × 6%) 30

Total  $ 530
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Amount agent gives vendor 

Amount purchaser pays $ 2,000

Less agent 's  charges 530

Amount due to vendor $ 1,470

GST to report  and remit  

Agent Vendor 

Agent  inc ludes GST of  $30 
charged to vendor in  h is /her  

net  tax.  

GST charged to purchaser $0 

Consignment sales 
A consignment sale is  a t ransact ion in which one par ty ,  the consignor,  
del ivers goods to a second party ,  the consignee,  who t r ies to sel l  the 
goods for  the consignor.  
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I f  you,  as a consignee,  sel l  goods on consignment,  the consignor st i l l  
owns the goods unt i l  you sel l  them. This means that  even though the 
consigned goods are in  your  possession,  you do not  inc lude these 
i tems in your inventory.  

Consignment arrangements consist  of  two types:  

• agency;  and 

• buy and resel l .  

I f  you are not  buying and resel l ing goods,  then i t  is  l ike ly  that  you are 
act ing as the consignor 's  agent .  See the sect ion "Agents"  on 
page 238 [45]  i f  you are conduct ing a t ransact ion as an agent .  

Where you are buying then resel l ing goods,  we consider  two 
t ransact ions to take p lace at  the t ime you sel l  the goods:   

• you buy the goods f rom the consignor;  and  

• you sel l  the goods to your customer.   

I f  the consignor is  a GST/HST regist rant ,  you pay GST/HST to the 
consignor on the pr ice he or  she charges you (assuming your 
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purchase of  the goods is  taxable)  and col lect  GST/HST f rom your 
customer on your sel l ing pr ice (assuming your sale of  the goods is  
taxable) .  I f  the consignor is  not  a regist rant ,  you do not  pay GST/HST 
to the consignor,  and you col lect  GST/HST f rom your customer on 
your sel l ing pr ice.  

Example 
You sel l  c loth ing on consignment to  a customer for  $100 p lus GST, 
which you inc lude on your GST/HST return.  You keep $40 and pay 
the consignor $60 f rom the sale.  I f  the consignor is  a GST/HST 
regist rant ,  he or  she charges you GST on the $60,  which you can 
c la im as an ITC on your return.  I f  the consignor is  not  a regist rant ,  
he or  she does not  charge you GST. 

When you return any unsold i tems to  the consignor,  you do not  have 
to pay GST/HST on these i tems s ince the consignor never sold you 
the goods.  

For  more informat ion,  see GST/HST Info Sheet ,  GI-009,  CONSIGNED 
GOODS,  avai lable on our  Web s i te at  
www.cra.gc.ca/tax/technical /gsthst-e.html.  
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Direct sellers 
Direct  sel lers are organizat ions that  market  thei r  products to 
consumers through dis t r ibutors and/or  independent  sales contractors 
who sol ic i t  orders and del iver  merchandise d i rect ly  to consumers in 
thei r  homes.  

A specia l  a l ternate GST/HST col lect ion method s impl i f ies tax 
col lect ion for  d i rect  sel lers and thei r  independent  sa les contractors.  
This method gives d i rect  sel lers the opt ion of  having the GST/HST on 
thei r  products accounted for  ent i re ly  at  the d i rect  sel ler  or  d is t r ibutor  
level ,  based on the suggested reta i l  pr ice of  the products.  Direct  
se l lers calculate thei r  net  tax as i f  they made the sales d i rect ly  to the 
consumers at  the suggested reta i l  pr ice.  

With the a l ternate col lect ion method,  most  independent  sales 
contractors do not  have to be registered for  GST/HST because they 
do not  have to col lect  and remit  GST/HST on thei r  sa les of  products to 
consumers.  They do not  inc lude revenues f rom these sales in thei r  
ca lculat ion to determine i f  they are a smal l  suppl ier .  
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For  more informat ion,  inc luding how to apply for  approval  to use the 
specia l  a l ternate GST/HST col lect ion method,  see GST/HST 
Memoranda,  14.1,  DIRECT SELLERS.   

Supplies to diplomats, Indians, and governments 
Diplomats 
As a regist rant ,  you have to charge GST/HST on taxable goods and 
serv ices you provide to d ip lomat ic  miss ions,  consular  posts,  
in ternat ional  organizat ions,  d ip lomat ic  agents,  consular  of f icers,  and 
designated of f ic ia ls  of  in ternat ional  organizat ions.  You have to charge 
GST/HST whether they make purchases for  themselves or  thei r  
organizat ions.  

Foreign representat ives are not  exempt f rom paying GST/HST, and 
you must  col lect  i t  f rom them, even i f  they show you a d ip lomat ic  
ident i f icat ion card.  However,  they may be e l ig ib le to apply for  a 
GST/HST rebate i f  you,  as the vendor,  have g iven them acceptable 
documentat ion for  thei r  purchases.  To c la im the rebate,  they have to 
f i le  Form GST498,  GST/HST REBATE APPLICATION FOR FOREIGN 
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REPRESENTATIVES,  DIPLOMATIC  MISSIONS,  CONSULAR POSTS,  
INTERNATIONAL  ORGANIZATIONS,  OR VIS IT ING FORCES UNITS.  

Federal government 
We consider  the federal  government to be a s ingle ent i ty  that  inc ludes 
a l l  i ts  departments,  branches,  corporat ions,  and agencies.  

The federal  government pays GST/HST on i ts  taxable purchases.  
Therefore,  as a regist rant ,  you have to charge GST/HST on the 
taxable goods and serv ices you supply to the federal  government.  
Specia l  ru les may apply to suppl ies of  real  property.  Cal l  us or  see 
GST/HST Memoranda Ser ies,  Chapter  19,  SPECIAL  SECTORS: REAL 
PROPERTY. 

The federal  government a lso has to charge GST/HST on i ts  taxable 
suppl ies.  

Provincial and territorial governments 
The governments of  the par t ic ipat ing provinces (Nova Scot ia,  
New Brunswick,  and Newfoundland and Labrador)  have agreed to pay 
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GST/HST on thei r  taxable purchases.  In addi t ion,  a l l  Pr ince Edward 
Is land and Nunavut  government departments and agencies pay 
GST/HST on thei r  taxable purchases.  Therefore,  you have to charge 
GST/HST on taxable goods and serv ices you make to the departments 
and agencies of  these governments.  

The remaining provinc ia l  and terr i tor ia l  governments,  inc luding a l l  
thei r  government departments or  min is t r ies,  and cer ta in of  thei r  Crown 
corporat ions,  boards,  commissions,  and agencies,  do not  pay GST/ 
HST on thei r  taxable purchases i f  they provide cer t i f icat ion.  Cal l  us i f  
you want  to know i f  a  par t icu lar  government department ,  min ist ry ,  or  
Crown corporat ion is  considered par t  of  a provinc ia l  or  terr i tor ia l  
government for  GST/HST purposes.  

You do not  charge GST/HST on taxable goods and serv ices made to 
these governments i f  an author ized of f ic ia l  provides evidence that  
they are a provinc ia l  or  terr i tor ia l  department  or  ent i ty .  

We wi l l  accept  a cer t i f icat ion c lause that  an author ized of f ic ia l  of  a 
provinc ia l  or  terr i tor ia l  government ent i ty  has s igned as sat is factory 
ev idence.  This is  a statement  on provinc ia l  or  terr i tor ia l  purchase 
documents that  cer t i f ies that  a provinc ia l  or  terr i tor ia l  government is  
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purchasing the goods or  serv ices wi th Crown funds.  As the vendor,  
you have to keep the purchase documents wi th the cer t i f icat ion c lause 
for  audi t  purposes.  

Employees of  a provinc ia l  government who make of f ic ia l  business 
purchases in thei r  own name have to pay GST/HST. 

You can c la im ITCs for  any GST/HST you paid or  owe on purchases 
you made to supply taxable goods and serv ices to provinc ia l  or  
terr i tor ia l  governments.  

Provinc ia l  governments have to charge GST/HST on thei r  taxable 
suppl ies of  goods and serv ices.  

Municipalit ies 
Munic ipal i t ies pay GST/HST on thei r  taxable purchases.  Therefore,  as 
a regist rant ,  you have to charge GST/HST on the taxable goods and 
serv ices you supply to munic ipal i t ies.  Specia l  ru les may apply to 
suppl ies of  real  proper ty.  Cal l  us or  see GST/HST Memoranda Ser ies,  
Chapter  19,  SPECIAL  SECTORS:  REAL PROPERTY.  
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Munic ipal i t ies a lso have to charge GST/HST on thei r  taxable suppl ies.  
However,  many goods and serv ices provided by munic ipal i t ies are 
exempt f rom GST/HST. Also,  most  goods and serv ices made between 
munic ipal i t ies and thei r  own para-munic ipal  organizat ions are exempt.  

For  more informat ion,  see Guide RC4049,  GST/HST INFORMATION FOR 
MUNICIPAL IT IES.  

Indians 
Usual ly ,  Indians,  Indian bands,  and unincorporated band-empowered 
ent i t ies do not  pay GST/HST on thei r  taxable purchases i f  they meet  
cer ta in condi t ions and provide proper documentat ion.  

Goods 

You do not  charge GST/HST on goods you supply to an Indian,  Indian 
band,  or  band-empowered ent i ty  i f  the goods are suppl ied on a 
reserve or ,  when sold of f  a reserve,  you or  your  agent  del iver  them to 
a reserve.  I f  the purchaser t ransports the goods to a reserve,  tax 
appl ies to the supply.  
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Services 

You do not  charge GST/HST on serv ices you supply to an Indian i f  
you per form the serv ices ent i re ly  on reserve or  the serv ices are for  
real  property  in terests on a reserve.  You do not  charge GST/HST on 
serv ices you supply to an Indian band or  band-empowered ent i ty  for  
band management act iv i t ies or  for  real  property on a reserve,  even 
when per formed of f  reserve.  However,  Indian bands and band-
empowered ent i t ies have to pay GST/HST on a l l  o f f - reserve purchases 
of  t ransportat ion,  short - term accommodat ion,  meals,  and 
enter ta inment.   

Documentation 

An Indian must  present  you proof  of  regist rat ion under the INDIAN 
ACT to purchase goods or  serv ices wi thout  paying GST/HST. For 
indiv iduals,  we accept  the Cert i f icate of  Indian Status card as proof  
of  regist rat ion.  This card d isp lays the Canadian maple leaf  logo,  
fo l lowed immediate ly  by " Indian and Northern Af fa i rs  Canada."  The 
cer t i f icate may a lso bear the photograph of  the indiv idual ,  a regist ry  
number (9 or  10 d ig i ts) ,  the name of  the band to which the indiv idual  
belongs,  and the fami ly  number.  
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You must  keep,  as adequate evidence,  a notat ion on the invoice or  
other  sales document of  the 9-  or  10-dig i t  regist ry  number or  the band 
name and fami ly  number (commonly referred to as the band 
number/ t reaty number) .  

Note 
An indiv idual  present ing any other  "membership"  or  "associat ion"  
type card,  such as a Met is  Associat ion card,  is  not  ent i t led to tax 
re l ie f .  

We accept  as adequate evidence a cer t i f icate provided by an Indian 
band or  band-empowered ent i ty  that  the property is  being purchased 
by the band.  In the case of  serv ices,  the cer t i f icate must  s tate that  the 
serv ices are being purchased for  band management act iv i t ies.  

Where goods are del ivered to a reserve,  you must  a lso keep adequate 
evidence of  del ivery.  

You can c la im ITCs for  any GST/HST you paid or  owe on purchases 
you made to supply taxable goods and serv ices to Indians and Indian 
bands,  even though you d id not  col lect  GST/HST on the supply.  
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For  more informat ion,  see Technical  Informat ion Bul let in  B-039,  
GST/HST ADMINISTRATIVE POLICY – APPLICATION OF THE GST/HST TO 
INDIANS.   

Trade-ins  
I f ,  in  the course of  your business,  you accept  used goods in t rade for  
fu l l  or  par t ia l  payment for  goods you sel l  or  lease,  specia l  ru les apply 
depending on whether or  not  the person f rom whom you are accept ing 
the t rade- in has to charge tax on the t rade- in.  

When the customer has to charge tax 
I f  the person f rom whom you accept  used goods in t rade has to charge 
GST/HST ( for  example,  i f  the t rade- in is  an asset  of  a regist rant 's  
business) ,  two separate t ransact ions take p lace.  You purchase the 
t rade- in f rom your customer and make a sale or  a lease to the same 
customer.  You have to col lect  GST/HST on the fu l l  pr ice charged for  
the goods you sel l  or  lease,  and you have to pay GST/HST on the 
value of  the t rade- in.  
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Example 
Axle Company,  a regist rant  in  Alber ta,  se l ls  new machinery to 
Gi lson Company,  a lso a regist rant ,  for  $50,000.  Axle Company 
accepts o ld machinery as a t rade- in wi th a t rade- in value of  
$20,000.  Axle Company wi l l  invoice and col lect  GST on the fu l l  
$50,000 sel l ing pr ice.  Gi lson Company wi l l  invoice and col lect  GST 
on the t rade- in value of  $20,000.  

Both you and your customer may c la im an ITC for  the GST/HST you 
both pay or  owe.  

When you accept  a t rade- in,  f ind out  i f  your  customer has to col lect  
GST/HST before you c lose the deal .  I f  so,  make sure the invoice 
inc ludes the informat ion l is ted on the chart  on page 55 [13] ,  so that  
you can c la im an ITC. 

When the customer does not have to charge tax 
A di f ferent  ru le appl ies for  used goods you accept  in  t rade f rom a 
person who is  not  required to charge GST/HST (usual ly  a person who 
is  not  required to register  for  GST/HST).  A person may also t rade in a 
leasehold interest  in  used goods.  
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In  th is  case,  you charge GST/HST on the net  amount  of  the sale or  
lease,  that  is ,  the pr ice of  the goods you sel l  or  lease minus the 
amount  you a l low for  the t rade- in.  This  approach is  consistent  wi th the 
t reatment  of  t rade- ins under most  provinc ia l  sa les taxes.  For  more 
informat ion on t rade- ins,  see Technical  Informat ion Bul let in  B-084,  
TREATMENT OF USED GOODS.   

Example  
John,  an indiv idual  who has used h is  car  for  personal  use only,  goes 
to a registered car  dealer  in  Mani toba to t rade in h is  used car  for  a 
new one.  The sel l ing pr ice of  the new car  is  $25,000,  and the dealer  
a l lows $10,000 for  the used car .  The dealer  charges GST on 
$15,000.  

Sel l ing pr ice of  new car  $ 25,000 

Less t rade- in of  used car  10,000 

Subtota l  $ 15,000 

GST ($15,000 × 6%) 900 

John pays  $ 15,900  
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Sale-leaseback arrangements 
When you purchase something f rom a person who does not  have to 
col lect  tax on the sale and immediate ly  lease the property back to that  
person,  the amount  of  GST/HST on the lease is  determined by 
deduct ing the amount  paid or  credi ted for  the sale f rom the lease 
payments.  The tota l  credi t  is  usual ly  spread evenly over  the number of  
lease payments.  

Determine the credi t  for  each lease payment at  the beginning of  the 
lease by d iv id ing the sale pr ice of  the good by the number of  lease 
payments.  This calculat ion appl ies so long as there is  no change in 
the number of  lease payments.  The maximum you can deduct  f rom any 
one lease payment is  the amount  necessary to br ing that  payment to 
zero.  

When there is  a renewal ,  var iat ion,  or  ear ly  terminat ion in a lease that  
changes the number of  lease payments,  or  when the lease is  assigned 
to a new lessor  but  the lessee and the property remain the same, you 
recalculate the amount  that  you may credi t  against  each lease 
payment.  When a lessee exerc ises an opt ion to purchase the property,  
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you can deduct  any unused credi t  f rom that  purchase pr ice up to the 
amount  of  the purchase pr ice.  

Cal l  us i f  you need more informat ion on sale- leaseback arrangements.  

Barter-exchange networks 
A barter-exchange network is  a group of  persons who have agreed in 
wr i t ing to accept  credi ts  (bar ter  uni ts)  on accounts of  the group 
members in  exchange for  property or  serv ices t raded among members.  
The accounts are mainta ined by an "administ rator , "  who is  responsib le 
for  administer ing,  mainta in ing,  or  operat ing a system of  members '  
accounts to which bar ter  uni ts  may be credi ted.  When suppl ied by a 
GST/HST regist rant ,  tax appl ies on the exchange value of  the bar ter  
uni t  and on the goods and serv ices provided for  the uni ts .  

The administ rator  of  a bar ter-exchange network may apply to have the 
network designated for  GST/HST purposes.  Members of  a designated 
bar ter-exchange network do not  have to pay tax on bar ter  uni ts  
accepted in exchange for  thei r  suppl ies of  goods or  serv ices.  
However,  i f  regis t rants,  they would cont inue to charge tax on thei r  
taxable suppl ies of  goods and serv ices provided for  the bar ter  uni ts .  
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Cal l  us i f  you need more informat ion on how to apply for  the 
designat ion.  

Selling your business 
I f  you are sel l ing your business or  par t  of  your  business,  you may be 
able to jo int ly  e lect  wi th the purchaser to have no tax payable on the 
sale i f :  

• you sel l  the business or  par t  of  the business that  you establ ished or  
carr ied on;  and 

• under the agreement for  the sale,  the purchaser acquires 
ownership,  possession,  or  use of  at  least  90% of  the property that  
can reasonably be regarded as being necessary for  the purchaser 
to be capable of  carry ing on the business or  par t  of  the business,  
as a business.  

Any property not  acquired under the agreement but  that  the purchaser 
needs to carry on the business has to  fa l l  wi th in the remaining 10% of  
the fa i r  market  value of  a l l  the property acquired.  For  example,  where 
real  property  such as land and a bui ld ing is  not  inc luded in the supply,  
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but  is  purchased elsewhere,  i t  and any other  property purchased 
should not  exceed 10% of  the fa i r  market  value of  a l l  the property  
required to carry on the business.  

As wel l ,  the purchaser has to be capable of  carry ing on the same k ind 
of  business that  you establ ished or  carr ied on wi th the property that  
the purchaser has acquired under the agreement.  

This e lect ion can only be f i led by:  

• a regist rant  when sel l ing to another regist rant ;  or  

• a non-regist rant  when sel l ing to e i ther  a regist rant  or  a non-
regist rant .  

This e lect ion cannot  be used i f  you sel l  only one or  more assets of  
your  business,  or  i f  you are a regist rant  and the purchaser is  not .  

You st i l l  have to charge GST/HST on the fo l lowing suppl ies even i f  
you and the purchaser made the e lect ion:  

• taxable serv ices to be rendered to the purchaser;  
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• taxable suppl ies of  property by way of  lease,  l icence,  or  s imi lar  
arrangement;  and 

• a taxable sale of  real  property to a purchaser who is  not  a 
regist rant .  

To make th is  e lect ion,  use Form GST44,  ELECTION CONCERNING THE 
ACQUIS IT ION OF A  BUSINESS OR PART OF A BUSINESS.  The purchaser has 
to f i le  the e lect ion wi th us no later  than the due date of  the 
purchaser 's  next  GST/HST return in which tax would have been 
payable i f  the e lect ion had not  been made.  

Will you have any more business activity? 
After  you sel l  the assets of  your  business,  you may or  may not  in tend 
to carry on wi th another  type of  business act iv i ty .  

I f  you sel l  your  ent i re business and have no intent ion of  cont inuing in 
any business act iv i ty ,  contact  us to cancel  your GST/HST account .  
Unless you not i fy  us,  we wi l l  cont inue to send you GST/HST returns 
and expect  you to complete and f i le  them wi th us.  You can cal l  us or  
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send Form RC145,  REQUEST TO CLOSE BUSINESS NUMBER (BN) 
ACCOUNTS. 

I f  you do intend to carry on wi th another  type of  business act iv i ty ,  ca l l  
us to help you determine i f  you can cont inue to use your current  BN, 
or  i f  you wi l l  need to apply for  a new one.  

Cancelling your registration 
You can request  to cancel  your regist rat ion i f :  

• you are a smal l  suppl ier  (other  than a person who is  carry ing on a 
tax i  business)  and you have been registered for  at  least  one year;  
or   

• you decide to c lose your business or  s top making taxable suppl ies 
and you no longer need to be registered for  GST/HST.  

However,  you may have to remit  GST/HST on capi ta l  property used in 
your commercia l  act iv i t ies,  and on other  property  you have on hand 
when you cancel  your  regist rat ion.  When you cancel  your  regist rat ion,  
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you have to f i le  a l l  GST/HST returns and remit  any GST/HST col lected 
or  col lect ib le on taxable suppl ies whi le a regist rant .  

Non-capital property held at the time of deregistration 
When you cease to be a regist rant ,  you are considered to have sold 
each property (other  than capi ta l  property)  you held for  consumpt ion,  
use,  or  supply in  a commercia l  ac t iv i ty  and to have col lected GST/HST 
on such sales.  You have to remit  GST/HST on the fa i r  market  value of  
each of  these propert ies immediate ly  before you cease to be a 
regist rant .  You are required to account  for  th is  GST/HST on your last  
return as a regist rant .  

Capital property held at the time of deregistration 
When you cease to be a regist rant,  you are considered to have 
ceased using capi ta l  property  you held for  use in your commercia l  
act iv i t ies immediate ly  before ceasing to be a regist rant .  Capi ta l  
property inc ludes land,  bui ld ings,  vehic les,  and computers.  As a 
resul t ,  the "change in use ru les"  may be invoked.   
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Under these ru les,  you are considered to have sold the capi ta l  
property immediate ly  before ceasing to be a regist rant  and to have 
col lected tax equal  to the "basic tax content"  of  the capi ta l  property  at  
that  t ime.  

F inal ly ,  you are required to account  for  the tax you are considered to 
have col lected in your net  tax calculat ion on your last  return as a 
regist rant .  As a resul t  of  these ru les,  the ITCs previously c la imed on 
such property wi l l  general ly  be recaptured.  For  in format ion on the 
change in use ru les and on calculat ing basic tax content ,  ca l l  us or  
see page 88 [18] .  

ITCs for services, rent,  royalties, and similar payments 
You are e l ig ib le to c la im ITCs on GST/HST that  becomes payable 
af ter  you cease to be a regist rant i f  the GST/HST payable is  for  
serv ices,  rent ,  royal t ies,  or  s imi lar  payments that  are at t r ibutable  
to a per iod before you cease to be a regist rant .   

In  the case of  prepaid arrangements,  you are required to make an 
adjustment  to your net  tax calculat ion on your f inal  return i f  you have 
c la imed ITCs for  the GST/HST paid or  payable on serv ices to be 
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prov ided to you af ter  you cease to be a regist rant ,  or  for  rent ,  
royal t ies or  s imi lar  payments that  are at t r ibutable to a per iod,  af ter  
you cease to be a regist rant .  

Filing your f inal GST/HST return 
When you cease to be a regist rant ,  you are considered to have two 
separate report ing per iods and may have to f i le  two returns when 
cancel l ing your regist rat ion:  

• a return for  a report ing per iod that  ends immediate ly  before the day 
you cease to be a regist rant ;  and  

• a second return for  a report ing per iod that  would begin the day you 
ceased to be a regist rant  and end on the last  day of  that  month.  
This return is  only required i f  you have tax to  remit  for  that  per iod.  

Example 1 
You are an annual  f i ler  wi th a report ing per iod of  January 1 to 
December 31,  2006.  You c lose your business (cease to be a 
regist rant)  on January 1,  2007.  You have to send us:  
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• a f inal  return for  the per iod January 1 to December 31,  2006.  
As th is  is  a return for  a report ing per iod that  is  a fu l l  f iscal  year ,  
the return is  due March 31,  2007 ( three months af ter  the end of  
your f iscal  year) ;  and 

• an addi t ional  return i f  your  bus iness has tax to remit  for  the 
per iod January 1,  2007,  to January 31,  2007,  that  is  due 
February 28,  2007.  

Example 2 
You are an annual  f i ler  wi th a report ing per iod of  January 1 to 
December 31,  2007.  You c lose your business (cease to be a 
regist rant)  on October 21,  2007.  You have to send us:  

• a f inal  return for  the per iod January 1,  2007,  to October 20,  2007,  
that  is  due November 20,  2007;  and 

• an addi t ional  return i f  your  bus iness has tax to remit  for  the 
per iod October 21,  2007,  to October 31,  2007,  that  is  due 
November 30,  2007.  
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Example 3 
You are a quarter ly  f i ler  wi th a report ing per iod of  January 1 to 
March 31,  2007.  You c lose your business (cease to be a regist rant)  
on March 14,  2007.  You have to send us:  

• a f inal  return for  the per iod January 1,  2007,  to March 13,  2007,  
that  is  due Apr i l  13,  2007;  and 

• an addi t ional  return i f  your  bus iness has tax to remit  for  the 
per iod March 14,  2007,  to March 31,  2007,  that  is  due Apr i l  30,  
2007.  

How to cancel  your registrat ion 

To cancel  your regist rat ion,  cal l ,  wr i te,  or  send us Form RC145,  
REQUEST TO CLOSE BUSINESS NUMBER (BN) ACCOUNTS.  
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Appendix 1 – Terms we use in this guide 
Basic tax content of  a property general ly  means the amount  of  
GST/HST payable on acquir ing the property,  and on any improvements 
to the property,  less any amounts that  would be re imbursed to you 
(such as rebates or  remissions,  but  not  input  tax credi ts) .  You a lso 
have to consider  the fa i r  market  value of  the property as wel l  as the 
value of  considerat ion for  the last  acquis i t ion (and for  any 
improvements) .  For  more in format ion,  see page 88 [18] .   

Calendar quarter  means a per iod of  three consecut ive months ending 
on the last  day of  any of  the fo l lowing months:  March,  June,  
September,  and December.  

Calendar year  means a year that  begins on January 1 and ends on 
December 31.  

Commercial  act ivi ty  means any business or  adventure or  concern in 
the nature of  t rade carr ied on by cer ta in persons,  but  does not 
include:  

• the making of  exempt suppl ies;  or  
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• any business or  adventure or  concern in the nature of  t rade carr ied 
on wi thout  a reasonable expectat ion of  prof i t  by an indiv idual ,  a 
personal  t rust ,  or  a par tnership where a l l  the members are 
indiv iduals.  

However,  commercia l  act iv i ty  inc ludes a supply of  real  property,  other  
than an exempt supply,  by any person,  whether or  not  there is  a 
reasonable expectat ion of  prof i t ,  and anyth ing done in the course of  
making the supply or  in  connect ion wi th the making of  the supply.  

Exempt supplies are  goods and serv ices that  are not  subject  to 
GST/HST. GST/HST regist rants cannot  c la im input  tax credi ts  to 
recover the GST/HST they pay or  owe on expenses re lated to making 
such suppl ies.  

Input tax credit  ( ITC)  means a credi t  GST/HST regist rants can c la im 
to recover the GST/HST they paid or  owe for  goods or  serv ices they 
acquired,  imported into Canada,  or  brought  in to a par t ic ipat ing 
province for  use,  consumpt ion,  or  supply in  the course of  thei r  
commercia l  act iv i t ies.  



–  274  –  

Part icipating provinces  means the provinces of  Nova Scot ia,  
New Brunswick,  or  Newfoundland and Labrador.  The 14% HST rate is  
used in the par t ic ipat ing provinces (6% federal  par t  and 8% provinc ia l  
par t ) .   

Person  means an indiv idual ,  a par tnersh ip,  a corporat ion,  the estate 
of  a deceased indiv idual ,  a t rust ,  or  any organizat ion such as a 
society,  a union,  a c lub,  an associat ion,  or  a commission.  

Property  means any property,  whether  real  or  personal ,  movable or  
immovable,  tangib le or  in tangib le ,  corporeal  or  incorporeal ,  and 
inc ludes a r ight  or  in terest  of  any k ind,  a share and a chose in act ion,  
but  does not  inc lude money.  

Public inst i tut ion means a registered char i ty  for  income tax purposes 
that  is  a lso a school  author i ty ,  publ ic  col lege,  univers i ty ,  hospi ta l  
author i ty  or  a local  author i ty  determined to be a munic ipal i ty .  

Real property  inc ludes:  

• a mobi le home or  f loat ing home and any leasehold or  ownership 
in terest  in  such property;  
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• in  Quebec,  immovable property  and every lease thereof ;  and 

• in  any other  p lace in Canada,  a l l  land,  bui ld ings of  a permanent  
nature,  and any interest  in  real  property.   

Registrant  means a person that  is  registered or  has to be registered 
for  GST/HST. 

Small  supplier  refers to a person whose wor ldwide taxable suppl ies 
were equal  to or  less than $30,000 ($50,000 for  publ ic  serv ice bodies)  
in  a calendar quarter  and over the last  four  consecut ive calendar 
quarters.  For  deta i led informat ion on how to calculate the smal l  
suppl ier  threshold,  see "Smal l  suppl ier"  on page 37 [9] .  

Supply  means the provis ion of  property  or  a serv ice in any way,  
inc luding sale,  t ransfer ,  bar ter ,  exchange,  l icence,  renta l ,  lease,  g i f t ,  
and d isposi t ion.  

Taxable supplies are goods and serv ices that  are suppl ied in the 
course of  a commercia l  act iv i ty  and are subject  to GST/HST ( inc luding 
zero-rated suppl ies) .   
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Zero-rated supplies  refers to a l imi ted number of  goods and serv ices 
that  are taxable at  the rate of  0%. This means there is  no GST/HST 
charged on the supply of  these goods and serv ices,  but  GST/HST 
regist rants can c la im an ITC for  the GST/HST they pay or  owe on 
purchases and expenses made to provide them. 
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Appendix 2 – Publications and forms 
We of fer  a wide range of  publ icat ions in both of f ic ia l  languages.  
To get  copies of  publ icat ions,  v is i t  our  Web s i te at  
www.cra.gc.ca/orderforms  or  cal l  us at  1-800-959-2221.  

• Pamphlets and booklets  are avai lable on a var iety of  subjects.  
See the l is t  on page 278 [below].  

• Guides contain more deta i led informat ion on how GST/HST af fects 
speci f ic  types of  businesses and organizat ions.  See the l is t  on 
page 279 [below].  

• Info Sheets  provide explanat ions on speci f ic  topics.  

• GST/HST Memoranda  g ive more in-depth technical  in format ion on 
administ rat ive and pol icy aspects of  the GST/HST, and are a imed at  
tax professionals.   

• Technical  Information Bullet ins  announce changes to GST/HST 
legis lat ion and administ rat ive pol icy in  speci f ic  areas.   

Revenu Québec administers GST/HST in  Quebec.  I f  your  business is  
located in Quebec,  contact  Revenu Québec at  1-800-567-4692.  
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Pamphlets and booklets 
RC2,  The Business Number and Your Canada Revenue Agency 
Accounts  

RC4031,  Tax Refund for  Vis i tors to Canada 

RC4058,  Quick Method of  Account ing for  GST/HST 

RC4072,  F i rs t  Nat ions Tax (FNT) 

RC4080,  GST/HST Informat ion for  Fre ight  Carr iers 

RC4100,  Harmonized Sales Tax and the Provinc ia l  Motor  Vehic le Tax 

RC4103,  GST/HST Informat ion for  Suppl iers of  Publ icat ions 

RC4117,  Tax Refund for  Business Travel  to Canada 

RC4125,  Basic GST/HST Informat ion for  Taxi  and L imousine 
Operators 

RC4160,  Tax Refund for  Non-Resident  Travel  Organizers and Foreign 
Convent ions 
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RC4247,  The Specia l  Quick Method of  Account ing for  Publ ic  Serv ice 
Bodies 

RC4365,  F i rs t  Nat ions Goods and Serv ices Tax (FNGST) 

Guides 
RC4027,  Doing Business in Canada – GST/HST Informat ion for  
Non-Residents 

RC4028,  GST/HST New Housing Rebate 

RC4033,  General  Appl icat ion for  GST/HST Rebates 

RC4034,  GST/HST Publ ic  Serv ice Bodies '  Rebate  

RC4036,  GST/HST Informat ion for  the Travel  and Convent ion Industry 

RC4049,  GST/HST Informat ion for  Munic ipal i t ies 

RC4050,  GST/HST Informat ion for  Selected L is ted Financia l  
Inst i tu t ions 

RC4052,  GST/HST Informat ion for  the Construct ion Industry 

RC4081,  GST/HST Informat ion for  Non-Prof i t  Organizat ions 
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RC4082,  GST/HST Informat ion for  Char i t ies 

RC4091,  GST/HST Rebate for  Partners 

RC4231,  GST/HST New Resident ia l  Rental  Property Rebate 

Forms 
There are a number of  opt ions avai lable to businesses and 
organizat ions to make i t  easier  to comply wi th GST/HST. These 
opt ions,  cal led e lect ions or  appl icat ions,  a l low you to adapt  the 
administ rat ive requirements of  GST/HST to your own business 
act iv i ty .  Some opt ions are avai lable to a l l  regist rants.  Other opt ions 
are avai lable only to organizat ions and businesses that  meet  cer ta in 
condi t ions.  

Other forms are used to remit  an amount  of  tax.  They are cal led 
returns or  remit tance vouchers.  

To get  copies of  forms,  v is i t  our  Web s i te or  contact  us at  
1-800-959-2221.  
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Elections 
You can use an e lect ion i f  you meet  a l l  the e l ig ib i l i ty  cr i ter ia.  To make 
an e lect ion,  complete the appropr iate form. Some of  the e lect ions can 
a lso be made by phone.  Once you make an e lect ion,  i t  s tays in ef fect  
unt i l  you revoke i t ,  make another  e lect ion,  or  no longer qual i fy  to use 
i t .  General ly ,  e lect ions must  remain in  ef fect  for  a min imum of  one 
year.  

For  some elect ions,  you do not  have to return the form to us.  Instead,  
you can keep a copy of  the completed e lect ion form or  a statement  
conta in ing cer ta in prescr ibed informat ion on f i le  wi th your records.  
This appl ies to the fo l lowing forms:  

GST17,  GST21,  GST23,  GST24,  GST25,  GST29,  GST30,  GST502,  and 
GST506.  

You are not  required to complete forms for  cer ta in other  e lect ions.  
See page 289 [55]  for  "Elect ions and appl icat ions that  do not  have 
forms."  

You are responsib le for  ensur ing you meet  the condi t ions of  an 
e lect ion.  At  the t ime of  an audi t ,  we reserve the r ight  to ver i fy  your 
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e l ig ib i l i ty  and to d isal low an e lect ion i f  you have not  met  the 
requirements.  

Some publ icat ions inc lude e lect ion and appl icat ion forms.  

Applications 
Appl icat ions are d i f ferent  f rom elect ions.  You have to meet  the 
necessary requirements,  and for  many appl icat ions,  you can cal l  us or  
complete the form and mai l  i t  to  us.  We have to acknowledge that  we 
have processed and approved your appl icat ion before you can begin 
to use the procedure for  which you have appl ied.  

Elections and applicat ion forms avai lable to al l  businesses or 
individuals 

GST10,  Appl icat ion or  Revocat ion of  the Author izat ion to Fi le  
Separate GST/HST Returns and Rebate Appl icat ions for  Branches or  
Div is ions 

GST17,  E lect ion Concerning the Provis ion of  a Residence or  Lodging 
at  a Remote Work Si te 
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GST20,  E lect ion for  GST/HST Report ing Per iod 

GST21,  E lect ion or  Revocat ion of  an Elect ion to Have the Joint  
Venture Operator  Account  for  GST/HST 

GST22,  Real  Property – Elect ion to Make Certa in Sales Taxable 

GST24,  E lect ion to Tax Professional  Memberships 

GST29,  Educat ional  Serv ices – Elect ion and Revocat ion of  the 
Elect ion to Make Certa in Suppl ies Taxable 

GST30,  E lect ion for  Passenger Vehic les or  Ai rcraf t  to  be Deemed to 
be Used Exclus ively in  Non-Commercia l  Act iv i t ies 

GST32,  Appl icat ion to Deem One Unincorporated Organizat ion to be a 
Branch of  Another Unincorporated Organizat ion 

GST44,  E lect ion Concerning the Acquis i t ion of  a Business or  Part  of  a 
Business 

GST70,  E lect ion,  or  Revocat ion of  an Elect ion,  to Change a GST/HST 
Fiscal  Year 

GST71,  Not i f icat ion of  Account ing Per iods 
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GST74,  E lect ion and Revocat ion of  an Elect ion to Use the Quick 
Method of  Account ing 

GST159,  Not ice of  Object ion (GST/HST) 

GST189,  General  Appl icat ion for  Rebate of  GST/HST 

GST190,  GST/HST New Housing Rebate Appl icat ion for  Houses 
Purchased f rom a Bui lder  

GST191,  GST/HST New Housing Rebate Appl icat ion for  Owner-Bui l t  
Homes 

GST191-WS,  Construct ion Summary Worksheet  

GST192,  GST/HST Transi t ional  Rebate Appl icat ion for  Bui lders of  
New Housing on Leased Land 

GST193,  GST/HST Transi t ional  Rebate Appl icat ion for  Purchasers of  
New Housing 

GST288,  Supplement to Form GST189 and Form GST498 

GST370,  Employee and Partner  GST/HST Rebate Appl icat ion 

GST469,  Di rect  Deposi t  Request  
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GST495,  Rebate Appl icat ion for  Provinc ia l  Part  of  Harmonized Sales 
Tax (HST) 

GST502,  E lect ion and Revocat ion of  Elect ion Between Auct ioneer and 
Pr inc ipal  

GST506,  E lect ion and Revocat ion of  an Elect ion Between Agent  and 
Pr inc ipal  

GST507,  Thi rd Party Author izat ion and Cancel lat ion of  Author izat ion 
for  GST/HST Rebates 

GST515,  Di rect  Deposi t  Request  for  the GST/HST New Housing 
Rebate 

GST518,  GST/HST Specia l ly  Equipped Motor  Vehic le Rebate 
Appl icat ion 

GST521,  GST/HST Mul t i -Employer Pension Plan Trust  Rebate 
Appl icat ion 

GST524,  GST/HST New Resident ia l  Rental  Property Rebate 
Appl icat ion 
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GST525,  Supplement to the New Resident ia l  Rental  Property Rebate 
Appl icat ion – Mul t ip le Uni ts  

GST528,  Author izat ion to Use an Export  Dist r ibut ion Centre 
Cert i f icate 

GST532,  Agreement and Revocat ion of  an Agreement Between 
Suppl ier  and Construct ive Importer   

RC1,  Request  for  a Business Number (BN) 

RC59,  Business Consent  Form 

RC145,  Request  to Close Business Number (BN) Accounts 

Elections and applicat ion forms for public service and public 
sector bodies 

GST23,  E lect ion by a Publ ic  Sector  Body to Have I ts  Exempt 
Memberships Treated as Taxable Suppl ies 

GST26,  E lect ion or  Revocat ion of  an Elect ion by a Publ ic  Serv ice 
Body to Have an Exempt Supply  of  Real  Property Treated as a 
Taxable Supply 
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GST31,  Appl icat ion by a Publ ic  Serv ice Body to Have Branches or  
Div is ions Designated as El ig ib le Smal l  Suppl ier  Div is ions 

GST66,  Appl icat ion for  GST/HST Publ ic  Serv ice Bodies '  Rebate and 
GST Sel f -Government Refund 

GST287,  E lect ion or  Revocat ion of  the Elect ion by Publ ic  Serv ice 
Bodies to Use the Specia l  Quick Method of  Account ing 

GST322,  Cert i f icate of  Government Funding 

GST488,  E lect ion or  Revocat ion of  an Elect ion Not  to Use the Net  Tax 
Calculat ion for  Char i t ies 

GST523-1,  Non-Prof i t  Organizat ions – Government Funding 

Elections and applicat ion forms for corporat ions and f inancial  
inst i tut ions 

GST25,  E lect ion or  Revocat ion of  the Elect ion to Treat  Certa in 
Taxable Suppl ies as Having Been Made for  Ni l  Considerat ion 

GST27,  E lect ion or  Revocat ion of  an Elect ion to Deem Certa in 
Suppl ies to be Financia l  Serv ices 
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GST303,  Appl icat ion to Of fset  Taxes by Refunds or  Rebates 

GST355,  Streaml ined Elect ion or  Revocat ion of  an Elect ion to Have 
the Joint  Venture Operator  Account  for  GST/HST 

GST497,  E lect ion Under the Specia l  At t r ibut ion Method for  Selected 
L is ted Financia l  Inst i tu t ions and Not ice of  Revocat ion 

Applicat ions for non-residents and visitors 

GST114,  Bond for  Non Resident  Person Without  a Permanent  
Business Establ ishment in  Canada 

GST176,  Appl icat ion for  Vis i tor  Tax Refund 

GST177,  Refund Appl icat ion for  Non-Resident  Travel  Organizers 

GST367,  Endorsement to the Bond for  Non-Resident  Person Without  a 
Permanent  Business Establ ishment in  Canada 

GST386,  Refund Appl icat ion for  Foreign Convent ions  

GST510,  Appl icat ion for  Business Travel  Tax Refund 
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Rebate applicat ions for diplomats 

GST498,  GST/HST Rebate Appl icat ion for  Foreign Representat ives,  
Dip lomat ic  Miss ions,  Consular  Posts,  Internat ional  Organizat ions,  or  
Vis i t ing Forces Uni ts   

Elections and applicat ions that do not have forms 

• Simpl i f ied Method of  determining ITCs 

• Simpl i f ied Method of  determining rebates 

• Elect ion to use the actual  par t  of  a patronage div idend that  is  
at t r ibutable to taxable suppl ies (other  than zero-rated suppl ies)  for  
purposes of  considerat ion and GST/HST adjustments 

• Elect ion not  to use patronage div idends for  purposes of  
considerat ion and GST/HST adjustments 

• Elect ion concerning the supply of  business property of  a deceased 
person 

• Appl icat ion for  approval  for  a d i rect  sel ler  to use the a l ternate 
col lect ion method 
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• Appl icat ion for  designat ion of  a bar ter  exchange network 

• Appl icat ion for  designat ion to temporar i ly  s top f i l ing GST/HST 
returns 

Returns and remittances 

GST34,  Goods and Serv ices Tax/Harmonized Sales Tax (GST/HST) 
Return for  Regist rants 

GST59,  GST/HST Return for  Imported Taxable Suppl ies 

GST60,  GST/HST Return for  Acquis i t ion of  Real  Property  

GST62,  Goods and Serv ices Tax/Harmonized Sales Tax (GST/HST) 
Return (Non-Personal ized)  

GST489,  Return for  Sel f -Assessment of  the Provinc ia l  Part  of  
Harmonized Sales Tax (HST) 

GST494,  Goods and Serv ices Tax/Harmonized Sales Tax Final  Return 
for  Selected L is ted Financia l  Inst i tu t ions 

GST499-1,  F i rs t  Nat ions Tax (FNT) Schedule 
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GST531,  Return for  Sel f -assessment of  the Fi rs t  Nat ions Goods and 
Serv ices Tax (FNGST) 

RC158,  GST/HST Net f i le /Telef i le  Remit tance Voucher ( th is  form wi l l  
be avai lable once p lanned changes to GST/HST NETFILE and 
TELEFILE take p lace in October 2007.  See page 122 [24]  for  more 
informat ion)  

RC159,  GST/HST Amount Owing Remit tance Voucher 

RC160,  GST/HST Inter im Payments Remit tance Voucher 

RC177,  GST/HST Balance Due Remit tance Voucher 
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Appendix 3 – Line-by-line instructions for 
completing your GST/HST return 

To complete your GST/HST return,  you usual ly  need the fo l lowing 
amounts:  your  revenues,  and GST/HST for  both revenues and 
purchases.  We have inc luded a sample GST/HST return at  the end of  
th is  guide.  

I f  you are us ing the Quick Method,  fo l low the inst ruct ions for  l ines 101 
to l ine 107 on page 305 [58] .  Fol low the instruct ions f rom the regular  
method to complete the other  l ines.  

Only complete the l ines of  the return that  apply to you.  

Inc lude on the GST/HST return informat ion that  appl ies only to the 
report ing per iod for  which you are f i l ing.  I f  you expect  a refund f rom a 
previous report ing per iod but  have not  yet  received i t ,  do not  inc lude 
th is  in format ion on your current  GST/HST return.  

Once you have completed the l ines in  Part  1 of  your  return,  copy the 
informat ion onto the corresponding l ines in Part  2.  Ensure that  the 
numbers are c lear  and that  you enter  each d ig i t  in  a separate box.  
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You or  your author ized representat ive must  s ign the return.  

Regular method 
Line 101 – Sales and other revenue 

Enter  the tota l  amount  of  suppl ies of  goods and serv ices,  inc luding 
zero-rated suppl ies and other  revenue,  shown in your records.  I f  you 
f i le  annual ly ,  enter  the tota l  sa les f rom your f inancia l  s tatements or  
equivalent .  Do not  inc lude provinc ia l  sa les tax,  GST, HST, and any 
amounts you reported on a previous return.  Round of f  the amount  to 
the nearest  dol lar .  

Line 103 – GST/HST col lected or col lect ible 

Enter  a l l  GST/HST you charged on goods and serv ices for  which you 
have to charge GST and HST ( inc luding the GST/HST you charged on 
the sale of  taxable real  property,  i f  appl icable,  or  capi ta l  assets) .  

For  each report ing per iod,  inc lude the amount  of  GST/HST you 
charged on both paid and unpaid invoices.  



–  294  –  

Line 104 – Adjustments 

Complete l ine 104 only i f  you have to make adjustments to increase  
the amount  of  your net  tax for  the report ing per iod.  Enter  the tota l  of  
a l l  adjustments.  For  example:  

• i f  you wrote of f  the GST/HST amount  of  any bad debts in  a previous 
return and then recovered some or  a l l  o f  those debts,  add the 
amount  of  GST/HST you have recovered based on the formula 
descr ibed on page 110 [22] ;  

• i f  your  lease payments for  a passenger vehic le are more than the 
maximum leased costs that  are deduct ib le under the INCOME TAX 
ACT,  once a year you have to add a por t ion of  the ITCs you 
previously c la imed for  these payments.  This maximum lease cost  is  
$800 per  month in 2003,  2004,  2005,  2006,  and 2007 ( th is  amount  
does not  inc lude federal  or  provinc ia l  taxes) ;  

• i f  you have c la imed 100% ITCs for  meal  and enter ta inment 
expenses dur ing the year,  once a year you must  add 50% of  those 
credi ts  to your  net  tax.  See page 72 [16]  for  more informat ion.  
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Line 105 – Total  GST/HST and adjustments for period 

Add l ines 103 and 104,  and enter  the resul t  on l ine 105.  

Line 106 – Input tax credits ( ITCs) 

This amount  ref lects the GST/HST you paid or  owe on the tota l  va lue 
of  goods and serv ices you acquired,  imported,  or  brought  in to a 
par t ic ipat ing province to use,  consume,  or  resel l  in  the course of  your 
commercia l  act iv i t ies.  Enter  the tota l  of  a l l  ITCs for  the report ing 
per iod,  and any ITCs you d id not  c la im in an ear l ier  report ing per iod,  
provided the t ime l imi t  for  c la iming the ITCs has not  expi red.  

Line 107 – Adjustments 

Complete l ine 107 i f  you have to make adjustments to decrease  the 
amount  of  your net  tax for  the report ing per iod.  Enter  the tota l  of  a l l  
adjustments.  For  example,  you can c la im the amount  of  any GST/HST 
in bad debts you wr i te of f  i f  you have previously accounted for  the fu l l  
amount  of  GST/HST on the suppl ies that  resul ted in those debts,  and 
remit ted any net  tax owing.  See page 108 [21]  for  more informat ion on 
bad debts.  You can a lso c la im a deduct ion for  several  rebates you 
paid or  credi ted to a purchaser.   
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Some  examples of  rebates are:  

• i f  you are a bui lder ,  the amount  of  a new housing rebate you paid or  
credi ted to a purchaser in  that  report ing per iod,  as long as you 
submit  the purchaser 's  new housing rebate appl icat ion,  Form 
GST190,  GST/HST NEW HOUSING REBATE APPLICATION FOR HOUSES 
PURCHASED FROM A BUILDER,  wi th your GST/HST return.  For  more 
informat ion,  see Guide RC4028,  GST/HST NEW HOUSING REBATE;  

• i f  you paid or  credi ted the amount  of  a rebate on a sale of  a 
specia l ly  equipped motor  vehic le,  as long as you submit  
Form GST518,  GST/HST SPECIALLY EQUIPPED MOTOR VEHICLE 
REBATE APPLICATION,  wi th your GST/HST return;  

• i f  you are a tour  or  hote l  operator ,  the amount  of  rebate you paid or  
credi ted a non-resident  tour  operator  or  incent ive t ravel  house for  
shor t - term accommodat ion.  For  more informat ion,  see 
Guide RC4036,  GST/HST INFORMATION FOR THE TRAVEL AND 
CONVENTION INDUSTRY (changes are proposed that  wi l l  e l iminate the 
GST part  of  th is  rebate ef fect ive Apr i l  1 ,  2007,  (or  in  cer ta in 
c i rcumstances Apr i l  1 ,  2009).  In format ion on the provinc ia l  par t  of  
HST was not  avai lable when th is  guide was pr inted.  For  more 
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in format ion and updates,  v is i t  our  Web page at  
www.cra.gc.ca/visitors ) ;  

• i f  you are a hote l  or  convent ion fac i l i ty  operator ,  the amount  of  
rebate you paid or  credi ted a non-resident  convent ion sponsor or  
organizer  for  convent ion-re lated goods and serv ices.  For  more 
informat ion,  see Guide RC4036,  GST/HST INFORMATION FOR THE 
TRAVEL AND CONVENTION INDUSTRY (changes are proposed that  wi l l  
e l iminate the GST part  of  th is  rebate ef fect ive Apr i l  1 ,  2007,  (or  in  
cer ta in c i rcumstances Apr i l  1 ,  2009).  In format ion on the provinc ia l  
par t  of  HST was not  avai lable when th is  guide was pr inted.  For  
more informat ion and updates,  v is i t  our  Web page 
at  www.cra.gc.ca/visitors ) ;  or  

• the amount  of  rebate you paid or  credi ted to a non-resident  for  
taxable insta l la t ion serv ices,  as long as you f i le  the non-resident 's  
rebate appl icat ion Form GST189,  GENERAL APPLICATION FOR REBATE 
OF GST/HST, wi th your GST/HST return.  

Line 108 – Total  ITCs and adjustments 

Add l ines 106 and 107,  and enter  the resul t  on l ine 108.  
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Line 109 – Net tax 

Subtract  l ine 108 f rom l ine 105.  The d i f ference is  your  net  tax.  Enter  
the amount  on th is  l ine.  

I f  you are f i l ing your return la te and th is  l ine shows an amount  owing,  
we wi l l  charge you penal ty  and in terest  on the amount ,  minus any 
insta lments you have a l ready paid.  

I f  the amount  you enter  is  negat ive ( tota l  ITCs and adjustments are 
more than the tota l  GST/HST and adjustments) ,  put  a minus s ign in 
the box to the lef t  o f  the amount .  

Line 110 – Instalment and other annual  f i ler  payments 

Enter  the tota l  amount  of  the quarter ly  insta lments you paid in  the 
year.   

Beginning Apr i l  10,  2007,  you have to make your insta lments and 
other  annual  f i ler  payments us ing Form RC160,  INTERIM PAYMENTS 
REMITTANCE VOUCHER or  Form RC177,  BALANCE DUE REMITTANCE 
VOUCHER.   
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Before Apr i l  10,  2007,  you would have made your insta lments and 
other  annual  f i ler  payments us ing Form GST58,  GOODS AND SERVICES 
TAX/HARMONIZED SALES TAX (GST/HST) REMITTANCE,  or  Form GST426,  
GOODS AND SERVICES TAX/HARMONIZED SALES TAX (GST/HST) 
REMITTANCE (NON-PERSONALIZED).   

For  more informat ion on insta lment  payments,  see page 143 [28] .  

I f  you are an indiv idual  wi th business income for  income tax purposes 
and have a December 31 f iscal  year-end,  your return due date is  
June 15.  However,  your net  tax remit tance is  due Apr i l  30.  I f  you 
remit ted your net  tax and you are now f i l ing your GST/HST return,  add 
the amount  of  your  remit tance to the insta lments you made,  i f  any,  
and enter  the tota l  on l ine 110.  

Do not  enter  any other  amount  on l ine 110.  You cannot  use th is  l ine 
to report  your ITCs or  other  payments you made wi thout  f i l ing a 
return,  or  refunds you expect  to receive.  
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Line 111 – Rebates 

Some rebates can reduce or  of fset  your amount  owing.  Those rebate 
forms conta in a Yes /No  quest ion asking you i f  you want  to c la im the 
rebate amount  on l ine 111 of  your  GST/HST return.  I f  you want  to 
of fset  the amount  owing by the rebate,  check the Yes  box on the 
rebate form and inc lude i t  wi th th is  return.  Examples of  rebate 
amounts that  can be inc luded on l ine 111 are:  

• Form GST189,  General  Appl icat ion for  Rebate of  GST/HST; 

• Form GST284,  Appl icat ion for  GST/HST Publ ic  Serv ice Bodies '  
Rebate and GST Sel f  – Government Refund;  

• Form GST66,  Appl icat ion for  GST/HST Publ ic  Serv ice Bodies 
Rebate and GST Sel f  – government Refund (non-personal ized) ;  

• Form GST521,  GST/HST Mul t i -Employer Pension Plan Trust  Rebate 
Appl icat ion;  and 

• GST524,  GST/HST New Resident ia l  Renta l  Property Rebate 
Appl icat ion.  
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Enter  the tota l  amount  of  the rebate you are c la iming.  See the sect ion 
"Using a rebate or  refund to decrease an amount  owing on your 
GST/HST return" on page 128 [25] ,  for  more informat ion.  

Do not include  the fo l lowing on l ine 111:  

• amounts f rom rebate appl icat ions that  you have not  inc luded wi th 
the return;  

• ITCs;  and 

• amounts you paid or  credi ted to the purchaser such as:  

–  amounts f rom form GST177,  REFUND APPLICATION FOR 
NON-RESIDENT TRAVEL ORGANIZERS;  

–  amounts f rom Form GST189,  GENERAL APPLICATION FOR REBATE 
OF GST/HST, under reason code 10;  

–  amounts f rom Form GST190,  GST/HST NEW HOUSING REBATE 
APPLICATION FOR HOUSES PURCHASED FROM A BUILDER;  or  

–  amounts f rom Form GST386,  REFUND APPLICATION FOR FOREIGN 
CONVENTIONS.  
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Line 112 – Total  other credits 

Add the amounts on l ines 110 and 111,  and enter  the tota l  on 
l ine 112.  

Line 113 A  – Balance 

Subtract  l ine 112 f rom l ine 109,  and enter  the resul t  on l ine 113 A.  
I f  the resul t  is  negat ive,  put  a minus s ign in the box to the lef t  o f  the 
amount .  

Line 205 – GST/HST due on acquisi t ion of  taxable real  property 

Complete th is  l ine only i f  you are a regist rant  who purchases real  
property (other  than an indiv idual  who purchases a res ident ia l  
complex)  for  use or  supply more than 50% in the course of  your  
commercia l  act iv i t ies.  Enter  the amount  of  GST/HST due on the 
acquis i t ion of  real  property on th is  l ine.  For  more informat ion on the 
appl icat ion of  GST/HST on real  property,  see page 207 [40] .  
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Line 405 – Other GST/HST to be self -assessed 

Complete th is  l ine only:  

• i f  you are a regist rant  and have to sel f -assess the provinc ia l  par t  of  
HST on property or  serv ices brought  in to a par t ic ipat ing province.  
Enter  the amount  of  tax due on th is  l ine based on the informat ion 
g iven on page 164 [32]  under "Tax on goods and serv ices brought  
in to a par t ic ipat ing province";  or  

• i f  you are a regist rant  who imports a taxable supply for  
consumpt ion,  use,  or  supply in  less than 90% of  your commercia l  
act iv i t ies and have to sel f -assess GST/HST. Enter  on th is  l ine the 
tota l  amount  of  GST/HST due on the imported taxable suppl ies.  See 
page 198 [38]  for  more informat ion on how to calculate the tax due.  

Line 113 B – Total  other debits 

Add l ines 205 and 405,  and enter  the resul t  on l ine 113 B.  
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Line 113 C – Balance 

Add l ines 113 A and 113 B,  and enter  the resul t  on l ine 113 C.  I f  the 
resul t  is  negat ive,  put  a minus s ign in the box to the lef t  o f  the 
amount .  

Line 114 – Refund claimed 

I f  the amount  on l ine 113 C is  negat ive,  enter  th is  amount  on l ine 114 
to c la im your refund.  

Note 
We do not  charge or  refund a balance of  $2 or  less.  

Line 115 – Payment enclosed 

I f  the amount  on l ine 113 C is  posi t ive,  enter  th is  amount  on l ine 115.  
Enclose a cheque for  th is  amount .  

Note 
Changes p lanned in October 2007 wi l l  enable us to accept  returns 
f i led us ing GST/HST NETFILE or  TELEFILE that  have an amount  
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owing.  I f  you use one of  these methods to f i le  your return,  do not  
use the remit tance par t  of  your GST/HST return to remit  an amount  
owing on that  return.  In  th is  case,  use only Form RC158,  GST/HST 
NETFILE/TELEFILE REMITTANCE VOUCHER. 

Quick Method 
I f  you have e lected to use the Quick Method of  account ing,  use the 
fo l lowing l ine-by- l ine instruct ions to complete your GST/HST return.  
For  more deta i led informat ion on the Quick Method,  see Booklet  
RC4058,  QUICK METHOD OF ACCOUNTING FOR GST/HST. I f  you are a 
publ ic  serv ice body,  see Booklet  RC4247,  THE SPECIAL  QUICK METHOD 
OF ACCOUNTING FOR PUBLIC  SERVICE BODIES.  

Line 101 – Sales and other revenue 

Enter  the tota l  amount  of  suppl ies of  goods and serv ices that  are 
taxable including GST/HST,  as shown in your records.  I f  you f i le  
annual ly ,  enter  the tota l  taxable sales,  including GST/HST,  f rom your 
f inancia l  s tatements or  equivalent .  Do not  inc lude provinc ia l  sa les tax,  
suppl ies on which no GST/HST was charged such as zero-rated and 
exempt suppl ies,  suppl ies made outs ide Canada,  or  goods and 
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serv ices sold to Indians or  provinc ia l  or  terr i tor ia l  governments that  
are re l ieved of  paying the GST/HST. Round of f  to the nearest  dol lar  
the amount  you enter  on l ine 101.  

Line 103 – GST/HST col lected or col lect ible 

Total  your e l ig ib le suppl ies (as expla ined in Booklet  RC4058,  QUICK 
METHOD OF ACCOUNTING FOR GST/HST, and Booklet  RC4247,  THE 
SPECIAL  QUICK METHOD OF ACCOUNTING FOR PUBLIC  SERVICE BODIES) ,  
inc luding GST/HST. I f  you made any sales adjustments,  refund or  
credi ts ,  deduct  the GST/HST inc luded amounts refunded or  credi ted to 
your customers f rom your tota l  e l ig ib le sales.  

Mul t ip ly  your tota l  by the Quick Method remit tance rate that  appl ies to 
those suppl ies.  I f  you use more than one remit tance rate,  you must  
separate your e l ig ib le  suppl ies and mul t ip ly  those suppl ies by the 
appropr iate rate.  For  example,  i f  you have suppl ies for  which you 
charged GST and some for  which you charged HST tota l  those that  
are taxable for  GST and apply the appropr iate rate and do the same 
for  those that  are taxable for  HST. Add any GST/HST charged on 
suppl ies that  cannot  be accounted for  by us ing the Quick Method 
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remit tance rates,  such as sales of  real  property,  capi ta l  assets and 
e l ig ib le capi ta l  property.  Enter  th is  tota l  on l ine 103.  

Line 104 – Adjustments 

Complete l ine 104 only i f  you have to make adjustments re lat ing to 
taxable suppl ies for  which you must remit  the fu l l  GST or  HST to 
increase  the amount  of  your net  tax for  the report ing per iod.  Enter  the 
tota l  amount  of  a l l  adjustments on l ine 104.  For  example,  complete 
th is  l ine when you have recovered some or  a l l  o f  a bad debt  f rom a 
sale on which you previously remit ted GST or  HST, and for  which you 
c la imed an adjustment  on l ine 107.  

Line 105 – Total  GST/HST and adjustments for period 

Add the amounts on l ines 103 and 104,  and enter  the tota l  on 
l ine 105.  

Line 106 – Input tax credits ( ITCs) 

The Quick Method remit tance rates a l ready take into account  the ITCs 
for  operat ing expenses and inventory purchases.  However,  you can 
c la im ITCs for  cer ta in expenses such as real  property and capi ta l  
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purchases that  are e l ig ib le for  a capi ta l  cost  a l lowance for  income  
tax purposes.  There are specia l  rules for  c la iming ITCs for  capi ta l  
property and real  property,  which are out l ined on pages 80 [17]   
and 211 [40] .  Tota l  a l l  the ITCs that  you are ent i t led to c la im.  

I f  the 0% Quick Method remit tance rate appl ies to your e l ig ib le 
suppl ies,  add 2.5% (2.1% before Ju ly 1,  2006) of  those suppl ies 
( inc luding GST).  The 0% remit tance rate appl ies to businesses 
located in a par t ic ipat ing province wi th suppl ies in  non-part ic ipat ing 
provinces.  This adjustment  is  necessary because these businesses 
general ly  pay HST on thei r  purchases and charge GST on thei r  
suppl ies.  Enter  the tota l  amount  on l ine 106.  

Line 107 – Adjustments 

Complete l ine 107 i f  you are ent i t led to c la im the 1% credi t  on the f i rs t  
$30,000 of  your e l ig ib le suppl ies in  a f iscal  year ( inc luding GST/HST),  
or  i f  you are ent i t led to make adjustments that  decrease  the amount  
of  your  net  tax for  the report ing per iod.  For  example,  you may be able 
to c la im the GST/HST inc luded in a bad debt  re lat ing to suppl ies for  
which you had to account  for  the fu l l  GST or  HST such as capi ta l  
assets and real  property .  You are ent i t led to the bad debt  adjustment  
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i f  you wrote of f  the bad debt  in  your  records,  previously accounted for  
the GST/HST in a return,  and remit ted any net  tax owing.  Add the 1% 
credi t  and other  adjustments,  and enter  th is  tota l  on l ine 107.  

Note 
The instruct ions for  the rest  of  the l ines are the same as those g iven 
on the previous pages for  the regular  method.  
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Copy the amounts from the highlighted line numbers in Part 1 of this
return to the corresponding boxes in Part 2. Keep Part 1 for your
records. 

"Privacy Act" Personal Information Bank number RCC/P PU 080.

Enter your total sales and other revenue. 
Do not include provincial sales tax, GST, 
or HST. If you are using the Quick Method 
of accounting, include the GST or HST. 101

Enter the total of all GST and HST amounts
that you collected or that became
collectible by you in the reporting period. 103

00

NET TAX CALCULATION

Enter the total amount of adjustments to be
added to the net tax for the reporting period 
(e.g., the GST/HST obtained from the recovery
of a bad debt). 104
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Enter the GST/HST you paid or owe on
qualifying expenses (input tax credits - ITCs)
 for the current period and any eligible
unclaimed ITCs from a previous period. 106

Enter the total amount of adjustments to be
deducted when determining the net tax for the
reporting period (e.g., the GST/HST included 
in a bad debt). 107

Total ITCs and adjustments 
(add lines 106 and 107). 108

Total GST/HST and adjustments for period 
(add lines 103 and 104). 105

NET TAX (subtract line 108 from line 105). 
If the result is negative, enter a minus sign in
the separate box next to the line number. 109
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OTHER CREDITS IF APPLICABLE

NOTE: Do not complete line 111 until you have read the instructions in
the box on the reverse side of this return.

Enter any instalment and other annual filer
payments you made for the reporting period. 
If the due date of your return is June 15, 
see instructions on the back. 110

Enter the total amount of the GST/HST
rebates, only if the rebate form indicates that
you can claim the amount on this line. 
Attach the rebate form to this return. 111

BALANCE (subtract line 112 from 
line 109). If the result is negative, enter 
a minus sign in the separate box next to
the line number. 113 A

Total other credits (add lines 110 and 111). 112
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OTHER DEBITS IF APPLICABLE

NOTE: Do not complete line 205 or line 405 until you have read the
instructions in the box on the reverse side of this return.

Enter the total amount of the GST/HST due on
the acquisition of taxable real property. 205

Enter the total amount of other GST/HST 
to be self assessed. 405

Total other debits (add lines 205 and 405). 113 B

BALANCE (add lines 113 A and 113 B). 
If the result is negative, enter a minus sign
in the separate box next to the line number. 113 C
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Line 114 and line 115: If the result entered on line 113 C is a negative
amount, enter the amount of the refund you are claiming on line 114. 
If the result entered on line 113 C is a positive amount, enter the amount
of your payment on line 115. 

114 115

REFUND CLAIMED PAYMENT ENCLOSED
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Your opinion counts! 

 

We review our publ icat ions each year.  I f  you have any 
comments or  suggest ions that  would help us improve them, 
we would l ike to hear f rom you.  

Please send your comments to:  

 Taxpayer Serv ices Directorate 
Canada Revenue Agency 
750 Heron Road 
Ottawa ON  K1A 0L5 

 


