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As the end of 2018 approaches, corporations should take stock of indirect tax changes 
announced throughout 2018. Many businesses in all sectors across Canada face new 
sales tax obligations and deadlines as a result of ongoing GST/HST, QST and other 
indirect tax changes. As a result of some of these changes, as well as Canada’s new trade 
deal with Mexico and the United States and the recent introduction of new trade tariffs, 
companies continue to contend with increased cost of inputs, supply chain reviews, and 
adjustments to systems and processes. 

To help you consider how you may be affected by recent GST/HST, QST and other indirect 
tax changes, we have summarized some of the most significant new rules and 
developments from the past year. In light of these changes, businesses should take 
proactive steps to manage their indirect tax compliance obligations, risks and 
unrecoverable tax costs. 

2018 indirect tax and other related changes  
This TaxNewsFlash-Canada provides a quick overview of the following significant 
indirect tax and other related changes that were announced over the past year, among 
others: 

Trade and customs changes 

• Importers and exporters — USMCA and trade tariffs 

Indirect tax changes 

• GPs and ILPs — New GST/HST and QST rules 
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• Large businesses — Phase-out of RITC rules and of ITR restrictions 

• Holding corporations — New ITC claim restrictions 

• Businesses outside Quebec — Register and collect QST starting 2019 

• Canadian online retailers — Meet new U.S. sales tax obligations resulting from 
the Wayfair decision 
 

• B.C. residents — Luxury surtax increase  
 

• Newfoundland and Labrador residents and businesses — Lower tax on 
automobile insurance premiums  
 

• Saskatchewan residents and businesses — PST exemption for life and health 
insurance premiums 
 

Carbon pricing changes 
 

• Businesses that purchase carbon emission allowances — Self-assess 
GST/HST 
 

• B.C. businesses — Carbon tax rate increase 
 
Other measures 
 

• Cannabis industry — New tax regimes 
 

• Businesses — New CRA voluntary disclosure program  

• Employers — New B.C. EHT in 2019. 

  
Trade and customs changes  

Importers and exporters — USMCA and trade tariffs 

After months of negotiation, Canada, the United States and Mexico signed the new trade 
deal, the United States-Mexico-Canada-Agreement (USMCA), on November 30, 2018. 
Businesses should assess the potential impact of this new trade agreement on their 
transactions before it comes into force, which is expected in late 2019 or 2020.The USMCA 
is not merely a tweaked version of NAFTA. The new agreement contains numerous 
technical changes that should be carefully reviewed by all importers and exporters. 

Although the new USMCA resolved some trade uncertainties, it did not eliminate the tariffs 
on Canadian steel and aluminum imports. As such, many Canadian importers and 
exporters must still deal with a 25% tariff on steel and a 10% tariff on aluminum imported 
into the United States from Canada (in effect since June 1, 2018). Canada introduced 
similar tariffs on imports of steel and aluminum as well as on various products imported into 
Canada from the United States effective July 1, 2018. Finance later indicated that certain 
products imported into Canada may not be subject to tariffs from July 1, 2018 to December 
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31, 2018, and that it would impose an additional 25% tariff on the imports of certain steel 
products if the level of imports from trading partners exceeds historical norms.  

For details, see TaxNewsFlash-Canada 2018-50, “Canada’s Trade Deal With U.S. and 
Mexico Moving Forward”, and TaxNewsFlash-Canada 2018-37, “Canada Announces New 
Exceptions from Trade Tariffs”.  

Indirect tax changes 

GPs and ILPs — New GST/HST and QST rules 

General partners (GPs) and investment limited partnerships (ILPs) have been affected by 
several GST/HST and QST changes in late 2017 and 2018. Under these changes, many 
GPs were required to collect and remit GST/HST on certain distributions and payments as 
of September 8, 2017 and most ILPs are preparing for new GST/HST rules that apply as of 
January 1, 2019 (or January 1, 2018 if the ILPs elect to have these rules apply earlier). 
Among other details, affected ILPs must collect information from their investors and may 
also have to provide specific details to investment plans in which they hold units by 
December 31, 2018. 

For details, see TaxNewsFlash-Canada 2018-55 “ILPs — Act Fast to Meet GST/HST 
Election Deadline”, ”TaxNewsFlash-Canada 2018-49, “GPs and ILPs — Stay Up-to-Date 
with New GST Obligations”, and TaxNewsNow “Investment Plans — Act Now to Obtain 
Investor GST/Details”.  

Large businesses — Phase-out of RITC rules and of ITR restrictions  

Many large businesses across Canada continue to be affected by the phase-out of the 
recapture input tax credit (RITC) rules under the Prince Edward Island HST and the phase-
out of the input tax refunds (ITR) restrictions under the Quebec QST. Ontario reduced the 
recapture rate with regards to the RITC rules to zero (from 25%) on July 1, 2018, while 
Prince Edward Island reduced its recapture rate to 75% (from 100%) on April 1, 2018. 
Quebec started the phase-out of its ITR restrictions by increasing the ITR claim rate to 25% 
(from 0%) which is used by large businesses to claim ITRs on goods and services subject 
to the ITRs restrictions. The phase-out period will continue in Prince Edward Island and 
Quebec in 2019.  

Affected large businesses must ensure that they update their accounts and calculations 
related to the specified goods and services that are subject to the RITC rules and ITR 
restrictions. Employers should carefully review how the phase-out of the RITC rules and 
ITR restrictions will affect the GST/HST and QST owed related to their employees’ 2018 
taxable benefits. 

For details, see TaxNewsNow “Quebec — Phase-Out of ITR Restrictions Continues in 
2019” and TaxNewsNow “Ontario Reduces HST RITCs — Large Businesses Affected”. 

Holding corporations — New ITC claim restrictions 

https://home.kpmg.com/ca/en/home/insights/2018/11/canadas-trade-deal-with-us-and-mexico-moving-forward.html
https://home.kpmg.com/ca/en/home/insights/2018/11/canadas-trade-deal-with-us-and-mexico-moving-forward.html
https://home.kpmg.com/ca/en/home/insights/2018/10/canada-announces-new-exceptions-from-trade-tariffs.html
https://home.kpmg.com/ca/en/home/insights/2018/10/canada-announces-new-exceptions-from-trade-tariffs.html
http://image.kpmgemail.com/lib/fe691570716d047c7016/m/8/ca-ilps-act-fast-to-meet-gst-hst-election-deadline.pdf
http://image.kpmgemail.com/lib/fe691570716d047c7016/m/8/ca-ilps-act-fast-to-meet-gst-hst-election-deadline.pdf
https://home.kpmg.com/ca/en/home/insights/2018/12/gps-and-ilps-stay-up-to-date-with-new-gst-obligations.html
https://home.kpmg.com/ca/en/home/insights/2018/12/gps-and-ilps-stay-up-to-date-with-new-gst-obligations.html
https://home.kpmg.com/ca/en/home/insights/2018/09/act-now-to-obtain-investor-gst-details.html
https://home.kpmg.com/ca/en/home/insights/2018/09/act-now-to-obtain-investor-gst-details.html
https://home.kpmg.com/ca/en/home/insights/2018/11/quebec-phase-out-of-itr-restrictions-continues-in-2019.html
https://home.kpmg.com/ca/en/home/insights/2018/11/quebec-phase-out-of-itr-restrictions-continues-in-2019.html
https://home.kpmg.com/ca/en/home/insights/2018/08/ontario-reduces-hst-ritcs-large-businesses-affected.html
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Finance proposed changes to the GST/HST rules related to holding companies’ ability to 
claim input tax credits (ITCs) for GST/HST paid on expenses incurred in the course of 
certain transactions starting July 28, 2018. Essentially, the proposed changes may restrict 
the amount of ITCs that holding corporations may be eligible to claim for GST/HST paid on 
expenses related to holding shares or debt of related corporations. Holding company 
structures are common in Canada in various industries, including mining, manufacturing 
and private equity. Businesses should carefully consider the proposed changes before 
incurring significant expenses through their holding companies to assess the final tax costs 
based on the proposed GST/HST changes. 

Quebec announced that it will incorporate similar QST changes with the same effective 
date in the QST legislation to reflect the proposed GST/HST rules for holding corporations. 

For details, see TaxNewsFlash-Canada 2018-34, “Holding Companies Face New 
GST/HST Rules”. 

Business outside Quebec — Register and collect QST starting 2019 

Certain businesses located outside of Quebec must register and collect QST starting 
January 1, 2019. Quebec has implemented new QST rules for businesses located outside 
of Quebec and operators of digital platforms that require these entities to register and 
collect QST on sales of intangibles, services, or in some cases goods, to specified Quebec 
consumers, a defined term under the new rules. The new rules apply as of January 1, 2019 
or September 1, 2019 depending on the facts and circumstances of the suppliers. 

For details, see TaxNewsFlash-Canada 2018-53, “Businesses Outside Quebec — New 
QST Rules in 2019”.  

Canadian online retailers — Meet new U.S. sales tax obligations resulting from the 
Wayfair decision 

Canadian online retailers that make sales to clients located in the United States must 
ensure that they meet the individual states’ sales tax laws. Based on U.S. Supreme Court’s 
important 2018 decision in Wayfair, out-of-state businesses may have to meet U.S. states’ 
sale tax obligations even if they do not have a physical presence in the particular state. In 
light of this recent decision, several states have since implemented sales tax rules for out-
of-state suppliers. As such, Canadian online retailers should review their U.S. sales tax 
obligations and ensure they meet all their collection, compliance and documentation 
requirements for each U.S. state and jurisdiction. 

For details, see TaxNewsFlash-Canada, 2018-27 “Canadian Companies Face New U.S. 
Sales Tax Obligations”.  
 
B.C. residents — Luxury surtax increase  

https://home.kpmg.com/ca/en/home/insights/2018/08/holding-companies-face-new-gst-hst-rules.html
https://home.kpmg.com/ca/en/home/insights/2018/08/holding-companies-face-new-gst-hst-rules.html
https://home.kpmg.com/ca/en/home/insights/2018/12/businesses-outside-quebec-new-qst-rules-in-2019.html
https://home.kpmg.com/ca/en/home/insights/2018/12/businesses-outside-quebec-new-qst-rules-in-2019.html
https://home.kpmg.com/ca/en/home/insights/2018/06/canadian-companies-face-new-us-sales-tax-obligations.html
https://home.kpmg.com/ca/en/home/insights/2018/06/canadian-companies-face-new-us-sales-tax-obligations.html
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British Columbia increased its luxury surtax to 15% (from 10%) on passenger vehicles with 
a purchase price from $125,000 to $149,999 and to 20% (from 10%) on passenger 
vehicles with a purchase price of $150,000 or greater, effective April 1, 2018.  

Newfoundland and Labrador residents and businesses — Lower tax on automobile 
insurance premiums  

Newfoundland and Labrador will reduce tax on automobile insurance to 13% (from 15%) 
effective January 1, 2019. The tax rate will continue to be reduced by an additional 1% on 
January 1 of the year 2020, 2021 and 2022. By January 1, 2022, the tax rate on 
automobile insurance rate will be 10%.  

Saskatchewan residents and businesses — PST exemption for life and health 
insurance premiums 

Saskatchewan eliminated the application of PST on life and health insurance premiums 
retroactively to August 1, 2017. Saskatchewan further noted that individuals and 
businesses would receive a refund of the PST they had paid on such insurance premiums. 
This announcement was made on February 26, 2018. As a reminder, Saskatchewan 
started to apply PST on taxable insurance premiums effective August 1, 2017.  

Carbon pricing changes 

Businesses that purchase carbon emission allowances — Self-assess GST/HST  

Finance announced new GST/HST rules for businesses that purchase carbon emission 
allowances effective June 27, 2018. Businesses that buy qualifying taxable carbon 
emission allowances are required to self-assess GST/HST on such qualifying purchases 
and remit those taxes to the CRA. In many cases, businesses eligible to claim ITCs will 
claim offsetting ITCs. 

Sellers of those allowances were previously responsible for collecting the GST/HST from 
the purchasers and remitting those amounts to the CRA.  

Quebec announced that it will also incorporate QST changes with the same effective date 
in the QST legislation to reflect these new GST/HST rules. 

Ontario announced in 2018 that it would no longer proceed with its plan to implement a 
provincial cap and trade carbon tax. As such, Manitoba, Saskatchewan, New Brunswick 
and Ontario will be subject to the federal carbon pollution pricing system in 2019, including 
new federal fuel charges beginning April 2019. 

For details, see TaxNewsFlash-Canada 2018-28 “Carbon Emission Allowances—
Purchasers to Remit GST/HST”.  

B.C. businesses — Carbon tax rate increase 

https://home.kpmg.com/ca/en/home/insights/2018/06/carbon-emission-allowances-purchasers-to-remit-gst-hst.html
https://home.kpmg.com/ca/en/home/insights/2018/06/carbon-emission-allowances-purchasers-to-remit-gst-hst.html
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British Columbia increased its carbon tax to $35 per tonne of CO2 on April 1, 2018. The 
province’s carbon tax will continue to increase on April 1 each year by $5 per tonne of CO2 
equivalent emissions until rates equal $50 per tonne in 2021.  

Other measures 

Cannabis industry — New tax regimes 

The federal and provincial governments have implemented federal and provincial taxes 
and rules related to the legalization of cannabis in Canada on October 17, 2018. 
Cultivators and manufacturers must ensure that they have obtained all the required 
licenses, and are submitting and remitting all the proper returns and/or duty and taxes as 
required.  

Businesses — New CRA voluntary disclosure program  

Businesses that wish to correct compliance matters for past years through a voluntary 
disclosure should be aware that the CRA made changes to its voluntary disclosure 
program that took effect on March 1, 2018. The CRA’s new program includes new criteria 
and restrictions. Businesses will have to carefully review all the new criteria and restrictions 
of the new program to help estimate the final outcomes of their voluntary disclosures.  

For details, see TaxNewsFlash-Canada 2017-64, “Make Voluntary Disclosures Before 
March 2018”.  

Employers — New B.C. EHT in 2019 

British Columbia introduced a new Employer Health Tax (EHT) that will apply effective 
January 1, 2019. In general, under this new tax, employers are required to pay EHT for 
employees who report to work at a permanent establishment in British Columbia, or 
employees who are paid from or through a permanent establishment in British Columbia.  

For details, see TaxNewsFlash-Canada 2018-39, “B.C. EHT Starts 2019 — Draft 
Legislation Released”, and TaxNewsNow “Charities and NPOs — Prepare for B.C. EHT”.  

We can help 

Your KPMG adviser can help you manage the impact of these and other recent indirect tax 
changes that may affect your business. We can also help you determine how indirect tax 
rules in other jurisdictions apply to your business, and assist you in managing your related 
compliance obligations and in ensuring that you are not missing refund opportunities. For 
details, contact your KPMG adviser. 
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