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ILPs — Consider GST Election 
to Help Reduce Tax Costs  
October 12, 2018 
No. 2018-38 

Investment limited partnerships (ILPs) must act now if they want to make an important new 
GST/HST election for ILPs for their 2018 fiscal year. This election, which allows qualifying ILPs 
to apply the selected listed financial institution (SLFI) rules starting in 2018 (instead of 2019), 
may help reduce an ILP’s overall GST/HST costs for 2018, depending on its circumstances. As 
a result, ILPs that make the election must prepare to meet new GST/HST compliance 
obligations for 2018. Entities that do not make the election must also consider these obligations 
since the new GST/HST rules for ILPs will apply effective January 1, 2019. In particular, all 
affected ILPs will have to start collecting data from their investors in 2018, regardless of whether 
they ultimately make the election.  

In preparing to meet their new GST/HST compliance obligations, all qualifying ILPs must:  

• Track the GST/HST details required to file their first annual GST/HST return for SLFIs 

• Request and collect information from their investors 

• Determine whether the ILP must register for GST/HST purposes 

• Determine whether the ILP must file a GST/HST annual information return. 

In some cases, additional elections may be available to ILPs and their managers to help ILPs 
manage some of these new GST/HST compliance obligations. 

As Quebec announced that it will implement similar changes in the QST rules with the same 
effective date, affected ILPs should also consider these issues for QST purposes.  

Background 
Finance introduced various proposed changes for ILP in September 2017. Effective 
September 8, 2017, general partners are now required to collect GST/HST on certain limited 
partnership distributions paid by ILPs. This change has essentially increased the GST/HST 
tax costs of many ILPs. In the same news release, Finance also proposed to extend the 
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GST/HST SLFI rules to apply to ILPs effective January 1, 2019. Under this change, which 
essentially adds ILPs to the definitions of “investment plan” and “listed financial institution” for 
GST/HST purposes, most ILPs will qualify as distributed investment plans and SLFIs. In 
general, ILPs will be considered SLFIs if they can sell or distribute interests of the 
partnerships or units of the partnership series in any province. As new SLFIs, ILPs will have 
to comply with all the GST/HST SLFI rules and meet various new compliance obligations 
starting in 2019. Specifically, ILPs will now have to recalculate their overall provincial 
component of the HST based on various factors and tax rates, which will result in an addition 
or a reduction to net tax.  

Finance released further changes in the 2018 federal budget and announced that ILPs could 
elect to apply the new rules as of January 1, 2018 which may help some of them reduce their 
unrecoverable GST/HST costs. Making the election means new compliance obligations for 
the 2018 fiscal year. 

For details, see TaxNewsFlash-Canada 2018-32 “GPs — New GST/HST Rules on 
Management Services”.  

 
Should the ILP make the election? 

ILPs that incur significant HST costs on their expenses and whose partners reside in non-HST 
provinces may find that making the election to have the new GST/HST rules for ILPs apply as of 
January 1, 2018 may help reduce its overall GST/HST costs this year. On the other hand, ILPs 
that generally incur only GST on their costs, and whose partners reside in HST provinces, may 
prefer to wait for the new GST/HST rules to apply to all ILPs as of January 1, 2019. 

ILPs that intend to make this election, but have not yet done so, should file the election as soon 
as possible. To make this election, ILPs must send a letter that contains prescribed information 
to one specific CRA’s office, as noted in CRA guidance. The CRA has not released a specific 
form for this election.  

Meet new compliance obligations  

Prepare to file first annual GST/HST return for SLFIs 

ILPs that make the election for their 2018 fiscal year, and that qualify as SLFIs, will be required 
to file an annual GST/HST return for SLFIs for their 2018 fiscal year no later than June 30, 
2019. To prepare for this obligation, ILPs will have to determine if they have a deemed year-end 
for GST/HST purposes, consider how the SLFI rules apply to their operations and start to apply 
the special attribution method (SAM) related to the GST/HST SLFI rules. To calculate their SAM 
adjustments, ILPs will have to calculate their provincial attribution percentages for each HST 
province and Quebec, and track in their systems all the GST/HST and QST paid in the year. 
ILPs that qualify as SLFIs are required to file the annual GST/HST return for SLFIs within six 
months after the end of their fiscal year. 

ILPs that do not make the election for 2018, and that will qualify as a SLFI starting January 1, 
2019, should also prepare their systems to help meet this obligation. These ILPs will need to 
have all the details to file the annual GST/HST return for SLFIs for its 2019 fiscal year.  

Similar rules will apply for QST purposes. 

Request and collect information from investors 

https://assets.kpmg.com/content/dam/kpmg/ca/pdf/tnf/2018/ca-gps-new-gst-hst-rules-on-management-services.pdf
https://assets.kpmg.com/content/dam/kpmg/ca/pdf/tnf/2018/ca-gps-new-gst-hst-rules-on-management-services.pdf
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Regardless of whether they make the election for its 2018 fiscal year, most ILPs have to request 
and collect specific ownership information from their investors, under the GST/HST and QST 
information-sharing rules. ILPs that do not know the data by December 31 and that have not 
requested the required information from their investors by October 15 may have their provincial 
attribution percentages affected due to specific calculations under the SLFI rules. Under these 
rules, investors that hold interests in ILPs that qualify as SLFIs are required to respond to the 
ILPs’ written requests and provide information before certain deadlines. In some cases, 
investors must provide details to the ILPs no later than November 15 every year, even if not 
specifically requested by the plans. 

As qualifying SLFI distributed investment plans, ILPs will have to collect information in 2018 to 
fulfill their 2019 GST/HST and QST obligations. ILPs that have filed an election for their 2018 
fiscal year will also need similar information to meet their 2018 GST/HST and QST obligations.  

As investors themselves, some ILPs may also be required to provide specific details to 
investment plans in which they invest. The GST/HST SLFI rules have been adapted to apply to 
the ownership structure specific to partnerships (e.g., definition of “unit” will include “interest” in 
a partnership).  

For details, see TaxNewsNow “Investment Plans – Act Now to Obtain Investor GST Details”, 
dated September 25, 2018. 

GST/HST registration 

ILPs must also determine whether they must register for GST/HST purposes. As SLFIs, ILPs 
that do not make taxable supplies are generally not required to register but may still have to file 
monthly GST/HST returns as well as an annual GST/HST return for SLFIs. ILPs that are 
required to register, or decide to voluntarily register, will generally be assigned annual reporting 
periods. As such, these ILPs will usually have to file an annual GST/HST return for SLFIs and 
may have instalment payments throughout the year, depending on their circumstances. Similar 
rules will apply for QST purposes. 

ILPs that elect to apply the new rules effective January 1, 2018 may wish to retroactively 
register for GST/HST purposes to January 1, 2018 with an annual reporting period. However, 
ILPs that decide not to make the election for 2018 and to wait until the new GST/HST rules for 
ILPs automatically apply on January 1, 2019, should still consider registering for GST/HST 
purposes effective January 1, 2019. 

GST/HST annual information return 

ILPs must also consider whether they are required to file the GST/HST annual information 
return for financial institutions. While most ILPs that are SLFIs may qualify for a filing exemption 
for the GST/HST annual information return available for investment plans that are SLFIs, they 
should still ensure that they are eligible based on their facts and circumstances. 

Similar rules will apply for QST purposes. 

GST/HST compliance elections available 

The GST/HST SLFI rules include certain elections for ILPs and their managers that can help 
ILPs meet some of their new reporting and compliance obligations. Essentially, these elections 
allow managers to fulfill some of the ILPs compliance obligations. The application of these 
elections for ILPs, including who qualifies as the manager of an ILP under the GST/HST SLFI 
rules, must be determined based on the specific facts of the ILP. 

https://home.kpmg.com/ca/en/home/insights/2018/09/act-now-to-obtain-investor-gst-details.html
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Similar rules will apply for QST purposes.  

We can help 
 
KPMG can help you determine how the proposed GST/HST rules for ILPs may affect your 
business and keep you abreast of the progress of these proposals as they make their way into 
law. We can also assist you with your indirect tax compliance obligations, including the 
GST/HST and/or QST returns. In addition, we can help identify areas where you may be able to 
manage certain tax costs and any elections that should be considered. 

KPMG's Financial Institutions Indirect Tax Compliance Centre has a team of multidisciplinary 
professionals who specialize in indirect tax compliance requirements for the financial services 
sector. 
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