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Businesses across many industries will be affected by recent GST/HST changes. Many 
previously proposed GST/HST measures, including changes to pension plan rules and 
drop-shipment rules, were included in Bill C-63, which was released on October 27, 2017.  
Although the bill includes many of the proposed GST/HST measures included in the draft 
legislation released on September 8, 2017 and on July 22, 2016, it does not include the 
proposed changes related to general partners of investment limited partnerships and the 
expansion of the application of the selected listed financial institution (SLFI) rules to 
investment limited partnerships. Also, the bill does not include any of the proposed changes 
to the GST/HST SLFI regulations.  

Affected businesses should ensure they meet all their obligations related to these proposed 
GST/HST changes. In addition, public service entities should note that the bill includes the 
recently announced relieving GST/HST measure to help them claim missed eligible 
rebates.  

The proposed changes included in the bill affect a wide range of businesses, including: 

• Public service bodies, including charities and qualifying non-profit organizations 

• Some selected listed financial institutions 

• Employers that offer registered pension plans to their employees, pension entities and 
master pension entities  

• Businesses that sell goods and services to non-residents subject to the drop-shipment 
rules.  
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Background — Recent GST/HST proposals 
Bill C-63 received first reading on October 27, 2017. The bill follows Finance’s Notice of 
Ways and Means Motion released on October 25, 2017 and recent draft legislation 
released on September 8, 2017 that included many proposed GST/HST changes that it 
originally released on July 22, 2016. While not included in the bill, the September draft 
legislation also included significant proposed changes related to investment limited 
partnerships (see TaxNewsFlash-Canada 2017-40, “Partnership Distributions Face New 
GST/HST Rules”). 

Note that the bill and September draft legislation do not include proposed changes 
related to the imported supply rules for non-resident limited partnerships and the new 
GST rebate for investment plans with non-resident investors. These rules were originally 
included in a consultation paper released in 2016 (see TaxNewsFlash-Canada 2016-38, 
“New GST Rules and Consultations Touch Many Bases”). 

 
Public service bodies   

Public service bodies, such as hospital authorities, public colleges, municipalities and 
universities, will be able to claim a missed public service bodies’ rebate in a subsequent 
claim period under a proposed measure in the bill.  

This proposed measure, originally announced in the September draft legislation, should 
provide relief to public service bodies that receive invoices related to a prior claim period. 
Specifically, these entities will be entitled to include missed eligible rebates in a subsequent 
claim period, subject to certain conditions. Currently, to claim a missed rebate, public 
service bodies must amend the previously filed rebate application for the appropriate claim 
period. Once this measure is finalized, these entities will be able to claim missed eligible 
rebates of the two prior years under this proposed measure. However, the calculation of 
this deadline varies for registered and non-registered public service bodies.  

KPMG observations 
To determine if they may benefit from this proposed new measure, public service bodies 
should review how they currently claim missed eligible GST/HST public service bodies’ 
rebates for invoices received or processed in a subsequent claim period. 

 
Selected listed financial institutions 

The bill confirms that a second election to reduce the amount of tax calculated under the 
SAM formula related to supplies made by a particular person to a SLFI under a section 150 
election will be maintained but that it will be simplified. The bill proposes to allow the SLFI 
that receives the supplies to self-elect the second election. Also, the second election will no 

https://assets.kpmg.com/content/dam/kpmg/ca/pdf/tnf/2017/ca-partnership-distributions-face-new-gst-hst-rules.pdf
https://assets.kpmg.com/content/dam/kpmg/ca/pdf/tnf/2017/ca-partnership-distributions-face-new-gst-hst-rules.pdf
https://assets.kpmg.com/content/dam/kpmg/pdf/2016/07/ca-New-GST-Rules-and-Consultations-tnfc1637.pdf
https://assets.kpmg.com/content/dam/kpmg/pdf/2016/07/ca-New-GST-Rules-and-Consultations-tnfc1637.pdf
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longer have to be filed with the CRA. These proposed changes will only apply after the 
proposed changes receive Royal Assent. 

The bill also confirms that element A of the SAM formula does not include the provincial 
component of the HST which would otherwise increase the provincial component of the 
HST payable under this formula.  

KPMG observations 
As noted previously, the bill does not include any of the previously proposed changes to 
the GST/HST SLFI regulations. 

 
Employers and pension entities 

Certain employers may have new tax calculations and obligations under proposed changes 
to the GST/HST pension plan rules included in the bill. These proposals were originally part 
of the draft legislation released on July 22, 2016, and were further clarified in the 
September draft legislation (see TaxNewsFlash-Canada 2016-38, “New GST Rules and 
Consultations Touch Many Bases”).  

KPMG observations 
Based on the proposed changes and their effective dates, many employers that have 
master pension entities in their pension plan structure face new tax calculations and 
obligations for their current fiscal year. To help you review the effects of the draft 
legislation on your business and pension entities, you should: 

• Determine when the new measures apply to your businesses and pension 
entities 

• Identify the supplies made by the employer that relate to the master pension 
entities in your group 

• Identify the goods and services purchased directly by the master pension 
entities 

• Identify the eligible pension entities of the registered pension plans that may 
qualify for pension plan rebates related to tax paid on actual and deemed 
supplies related to master pension entities. 

 
Businesses that sell to non-residents — Drop-shipment rules 

The proposed changes to the drop-shipment rules included in the bill clarify certain aspects 
of the rules, add new requirements, and broaden the current rules to include additional 

https://assets.kpmg.com/content/dam/kpmg/pdf/2016/07/ca-New-GST-Rules-and-Consultations-tnfc1637.pdf
https://assets.kpmg.com/content/dam/kpmg/pdf/2016/07/ca-New-GST-Rules-and-Consultations-tnfc1637.pdf
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circumstances where a drop-shipment certificate may be issued. The drop-shipment rules 
were previously included in the September draft legislation, based on the rules released on 
July 22, 2016 (see TaxNewsFlash-Canada 2016-38, “New GST Rules and Consultations 
Touch Many Bases”).  

KPMG observations 
The proposed changes to the drop-shipment rules could potentially affect the scope of 
the GST/HST relief that may be available. In examining the proposed changes and their 
effective dates, businesses should: 

• Review if any of their transactions with non-residents may benefit from the drop-
shipment rules 

• Determine whether any of the proposed changes affect their tax obligations as 
well as their current drop-shipment certificates 

• Review the drop-shipment certificates they have accepted or issued to ensure 
that the transactions covered by the certificates meet the new requirements 

• Review the certificates to determine if they need to be updated in light of the 
changes 

 
We can help 

KPMG’s Indirect Tax professionals can help you identify whether the proposed changes 
included in the bill may affect your business and your registered pension plans. We can 
help you assess the impact of the proposed changes on your operations and transactions, 
as well as your GST/HST obligations. We can also keep you abreast of the progress of 
these proposals as they make their way into law.  
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