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and MARTINA NIKOLIC (STUDENT-AT-LAW)

The governments of Ontario and British Columbia recently 
released transitional rules that will apply for transactions 
that straddle the July 1, 2010 implementation date 
for the new harmonized sales tax (HST). The rules will 
determine whether the existing provincial sales tax (PST) 
or HST will apply. The Ontario HST rate will be 13% (5% 
federal component and an 8% provincial component); the 
B.C. HST rate will be 12% (5% federal component and a 
7% provincial component). The transitional rules for both 
provinces are substantially the same to help facilitate a 
smooth transition.

Tangible Personal Property
With respect to supplies of goods by way of sale, the 
HST generally applies to consideration that becomes due 
or is paid on or after July 1, 2010 to the extent that 
the goods are delivered, and ownership of the goods is 
transferred on or after July 1, 2010. HST also generally 
applies to consideration due or paid on or after May 
1, 2010 and before July 1, 2010, to the extent that 
the consideration is for goods that are delivered, and 
ownership is transferred, on or after July 1, 2010. In this 
situation, the supplier must account for the provincial 
portion of the HST in the supplier’s GST/HST reporting 
period that includes July 1, 2010, and the recipient 
would be able to claim input tax credits respecting the 
provincial portion of the HST in the GST/HST reporting 
period of the recipient that includes July 1, 2010.

Services
For supplies of services, the HST generally applies to 
consideration that is due or paid on or after July 1, 2010 
to the extent that the service is performed on or after 
July 1, 2010. The general rule is operational unless 
all or substantially all (90% or more) of the service is 
performed before July 1, 2010. In that case, the HST 
would not apply.

The general rule also applies to situations where the 
consideration is due or paid on or after May 1, 2010 but 

before July 2010. However, in that situation, the supplier 
must account for the provincial portion of the HST in the 
GST/HST reporting period that includes July 1, 2010, 
e.g., if a person pays for services in May 2010, 50% of 
which will be performed after June 2010, HST would 
apply to that 50% of the consideration and the supplier 
would have to account for the provincial portion of the 
HST relating to that amount. The recipient of the service 
would be entitled to claim available input tax credits with 
respect to the provincial portion of HST in the GST/HST 
reporting period of the recipient that includes July 1, 
2010.

Specific transitional rules apply for funeral and cemetery 
services, passenger transportation services and freight 
transportation services (see chart below).

Leases and Licenses
Property such as goods, intangible personal property, 
non-residential real property and commercial real property 
that is supplied by way of a lease, licence or similar 
arrangement and which is paid for by way of rent, 
royalties or similar payments is subject to the general 
rules respecting leases and licences. The HST generally 
applies to payments corresponding to the part of the 
lease interval that occurs on or after July 1, 2010. 
However, if the interval begins before July 2010 and 
ends before July 31, 2010, the HST would not apply to 
the property in question regardless of when the payment 
was made.

As with tangible property and services, the timing of the 
consideration becoming due or being paid is important. 
In situations where the consideration is due or paid on or 
after July 1, 2010, the general rule that is stated above 
applies. The same rule applies if the consideration is due 
or paid on or after May 1, 2010 but before July 2010. 
However, in that situation, the supplier must account 
for the provincial portion of the HST in the GST/HST 
reporting period that includes July 1, 2010. The person 
who received the property by way of lease or licence 
would be entitled to claim available input tax credits with 
respect to the provincial portion of HST in the GST/HST 
reporting period of the person that includes July 1, 2010. 

Specific rules apply for commercial parking spaces (see 
chart below).
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Self-Assessment of HST
Certain businesses (e.g., listed financial institutions) 
and public service bodies (e.g., charities) engaged in 
GST-exempt activity may be required to self-assess the 
provincial portion of the HST on consideration that is due 
or paid after October 14, 2009 and before May 1, 2010 
to the extent that the consideration is for: (i) goods that 
are delivered and for which ownership is transferred on 
or after July 1, 2010; (ii) services that are performed on 
or after July 1, 2010; and (iii) a supply of property by 
way of lease, licence or similar arrangement that becomes 
due or is paid on or after July 1, 2010. The self-assessed 
amount would have to be accounted for in the GST/HST 
return of the person for the reporting period that includes 
July 1, 2010 if that return is due before November 
2010. Otherwise, the amount would be accounted for in 
prescribed form that must be filed before November 2010.

Intangible Personal Property
Sale of intangible property such as intellectual property or 
contractual rights would be subject to the HST when the 
consideration becomes due or is paid without becoming 
due on or after July 1, 2010. 

Specific transitional rules apply for memberships, 
admissions and passenger transportation passes (see 
chart below).

Real Property
For supply of real property other than residential housing, 
HST generally applies if ownership and possession of the 
property are transferred to the purchaser on or after July 
1, 2010.

Transitional rules for new residential housing in Ontario 
were released on June 18, 2009. The transitional rules 
provide guidance for Ontario homebuyers and builders 
in situations involving new housing transactions that 
straddle the July 1, 2010 implementation date. Builders’ 
sales of newly constructed or substantially renovated 
homes in Ontario would be subject to the HST when 
ownership and possession of the home are transferred 
on or after July 1, 2010. Builders of newly constructed 
or substantially renovated single homes or condominiums 
who rent the dwellings and are required to pay GST on 
self-supply after June 2010 would be required to pay the 
Ontario portion of the HST on self-supply. Purchasers/
landlords of such properties would generally be required 
to pay the Ontario portion of the HST when both 
ownership and possession of the home are transferred 
after June 2010.

The Ontario Ministry of Revenue has also provided 
grandparenting rules that would apply to sales of newly 
constructed or substantially renovated homes. Generally, 
sales of such homes under written agreements of 
purchase and sale entered into on or before June 18, 
2009 would be grandparented. This means that homes 
sold before that date would not be subject to the Ontario 
portion of the HST where both ownership and possession 
are transferred after June 2010. The Ontario Ministry of 
Revenue will be providing a transitional housing rebate 
in respect of new homes that are subject to the Ontario 
portion of HST after June 2010. This rebate will apply to 
sales of non-grandparented single homes, condominiums 
and traditional apartment buildings, as well as grand-
parented condominiums for which the transitional tax 
adjustment is payable.

British Columbia has not yet released the HST transitional 
rules for new residential housing. They are expected to be 
finalized and issued in the coming months.

Winding Down of PST
The information notices released by Ontario and B.C. 
also provide general rules for the winding down of PST 
(and the Hotel Room Tax in B.C.). Final PST returns will 
generally be required to be filed with the Ontario Ministry 
of Revenue and B.C. Ministry of Finance on or before July 
23, 2010. Supplemental PST returns must also be filed on 
or before the 23rd day of the following month for amounts 
collected or payable on account of PST after June, 2010. 
All supplemental PST returns must be filed no later than 
November 23, 2010 in Ontario.

Transitional PST Inventory Rebate
PST rebates will also be available to provide relief 
from PST embedded in construction materials used 
in residential real property contracts that are subject 
to HST. The rebate applies to construction materials 
purchased before July 1, 2010 but used in residential 
property contracts on or after July 1, 2010.

A chart on the Specific HST Transitional Rules follows.

For further information on this bulletin, please contact:

Allan Gelkopf			   416-863-2634

Greg Kanargelidis		  416-863-4306

Robert Kreklewich		  416-863-3278

or any member of our Tax Group or our Commodity Tax 
& Customs Group listed on page 5.
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Specific HST Transitional Rules
Item Transitional Rule

1.   Prepaid Funeral and Cemetery Services HST does not apply for part of a funeral or cemetery service that is 
performed on or after July 1, 2010 if the agreement is entered into before 
July 2010 and part of the consideration would reasonably be expected to be 
paid before the service is performed.

2.   Passenger Transportation Services HST does not apply for part of a passenger transportation service that is 
performed on or after July 1, 2010 if the passenger transportation service is 
part of a continuous journey that begins before July 2010.

3.   Freight Transportation Services HST does not apply for part of a freight transportation service that is 
performed on or after July 1, 2010 if the service is part of a continuous 
journey that begins before July 2010.

4.   Commercial Parking Passes Treated as a supply of non-residential real property by way of lease, licence 
or similar arrangement for purposes of applying HST transitional rules.

5.   Membership in a Club, Organization or  
      Association

Deemed to be a supply of a service for the purpose of the HST transitional 
rules and subject to the general transitional rules for services.

6.   Lifetime Memberships Any amount in excess of 25% of the total consideration for the lifetime 
membership that becomes due, or is paid, after October 14, 2009 and 
before July 2010 is subject to HST.

7.   Admission to Place of Amusement,  
      Seminar, Event or Activity 

Deemed to be a supply of a service for the purpose of the HST transitional 
rules and subject to the general transitional rules for services.

8.   Subscriptions to Newspapers, Magazines  
      and Periodicals

HST does not apply to consideration that is paid before July 2010 for such 
subscriptions.

9.   Passenger Transportation Passes HST applies to consideration that becomes due, or is paid, after October 14, 
2009 to the extent that the consideration is for the part of the pass period 
that occurs on or after July 1, 2010.

Exception: HST does not apply if the pass period begins before July 2010 
and ends before August 2010.

10. Direct Sellers 
      (or approved distributor) using alternative  
      collection method on July 1, 2010

If independent sales contractors (ISCs) of the direct seller hold exclusive 
products in their inventory at the beginning of July 1, 2010 that are 
intended for sale in Ontario or B.C., the direct seller is deemed to have 
made a supply of the products to the ISCs on July 1, 2010 and is required 
to account for the applicable provincial component of the HST on the 
suggested retail price of the products.

A direct seller is also required to account for the provincial component of 
the HST on the suggested retail price of exclusive products supplied to an 
ISC for which consideration becomes due, or is paid, after October 14, 
2009 and before July 2010, to the extent that the products have not yet 
been delivered to the ISC as of July 1, 2010.

11. Continuous Supplies  
      (by wire, pipeline, satellite or other  
      telecommunications facility, e.g., natural  
      gas, electricity, cable TV, cellular  
      telephone service)

HST applies to the extent that consideration for such supplies of property or 
services are delivered, performed or made available on or after July 1, 2010.

If the supplier cannot reasonably determine when the property or services 
are delivered, performed or made available, the consideration for the supply 
is prorated in equal parts according to the number of days in the period to 
which the consideration is attributable.
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Specific HST Transitional Rules
Item Transitional Rule

12. Budget Payment Arrangements 
      (e.g., natural gas supplied under equal 
      billing plan)

If property or services are supplied under a budget payment arrangement 
during a period that straddles July 1, 2010, and the reconciliation of 
payments for that period of the budget payment arrangement occurs prior 
to July 2011, the supplier is required to adjust for the proper amount of the 
provincial component of the HST that is payable.

13. Combined Supplies If property that is supplied with services is transferred to the recipient before 
July 2010 and would not be subject to HST under the general transitional 
rules if it were supplied separately, then the supply of that property is 
deemed to be a separate supply (e.g., a dishwasher that is delivered, and 
possession transfers, in June 2010 and is installed in July 2010; HST 
applies on the service of installing the dishwasher only).

14. Progress Payments/Holdbacks HST applies to progress payments on contracts to construct, renovate, alter 
or repair real property or ships or vessels to the extent that the progress 
payments can reasonably be attributed to property delivered or services 
performed on or after July 1, 2010.

A holdback from a progress payment is considered to be part of the progress 
payment from which it was held back and, therefore, subject to the same 
allocation under the progress payment rules.

15. Property and Services Brought into Ontario 
      or B.C.

The provincial component of the HST applies to goods brought into Ontario 
or B.C. on or after July 1, 2010; it also applies to property brought into 
Ontario or B.C. before July 2010 by a carrier if the property is delivered in 
Ontario or B.C. to a consignee on or after July 1, 2010.

The provincial component of the HST generally applies to consideration that 
becomes due, or is paid, after October 14, 2009 for the part of a service 
performed on or after July 1, 2010 (unless 90% or more of the service is 
performed before July 2010), if the service is supplied in a non-participating 
province to a resident of Ontario or B.C. who acquires the service for 
consumption, use or supply primarily in the participating provinces. This rule 
only applies to non-consumers for consideration that becomes due, or is 
paid, after October 14, 2009 and before May 2010.

16. Imported Goods The provincial component of the HST applies to non-commercial goods that 
are imported by a resident of Ontario or B.C. on or after July 1, 2010.

The Ontario or B.C. component of the HST would generally not apply to 
property and services that are brought into Ontario or B.C. if they are 
acquired by a GST/HST registrant for consumption, use or supply exclusively 
in the course of commercial activities of the registrant.

17. Imported Taxable Supplies The provincial component of the HST applies to consideration for an imported 
taxable supply of goods made to a resident of Ontario or B.C., or a GST/HST 
registrant to whom the goods are delivered or made available, or physical 
possession of the goods is transferred, in Ontario or B.C., to the extent that 
the consideration is for goods that are delivered or made available, or the 
physical possession of which is transferred, on or after July 1, 2010.

The provincial component of the HST applies to consideration for an 
imported taxable supply of a service made to a resident of Ontario or B.C. 
who acquires the service for consumption, use or supply primarily in the 
participating provinces, to the extent that the consideration is for the part of 
the service that is performed on or after July 1, 2010.

Ontario and British Columbia Announce HST Transitional Rules



Tax
Bulletin

October 2009

Blakes periodically provides materials on our services and developments in the law to interested persons. If you do not wish to receive further bulletins or other materials from Blakes, please contact 
Blakes Marketing Department at 416-863-3036 or dorothy.byers@blakes.com. For additional information on our privacy practices, please contact us at privacyofficer@blakes.com. Blakes Bulletin 
is intended for informational purposes only and does not create a lawyer-client relationship. The transmission of this information does not suggest Blakes or any of its lawyers are practising law of any 
jurisdiction other than Canada. The information provided in this bulletin is summary in nature and does not constitute legal advice. We would be pleased to provide additional details or advice about 
specific situations if desired. For permission to reprint articles, please contact Blakes Marketing Department at 416-863-2403 or lynn.spencer@blakes.com.©2009 Blake, Cassels & Graydon LLP. 

Go to blakes.com/english/subscribe.asp to subscribe to other Blakes Bulletins. 

Montréal    Ottawa    Toronto    Calgary    Vancouver    New York    Chicago    London    Beijing    blakes.com

Tax
Bulletin

October 2009

Members of Blakes Tax Group and Commodity Tax & Customs Group include:

Toronto Allan Gelkopf 416-863-2634 allan.gelkopf@blakes.com
Greg Kanargelidis 416-863-4306 greg.kanargelidis@blakes.com
Robert Kreklewich 416-863-3278 robert.kreklewich@blakes.com
Bryan Bailey 416-863-2297 bryan.bailey@blakes.com
Rider Gilliland 416-863-5849 ryder.gilliland@blakes.com
Janice McCart	 416-863-2669 janice.mccart@blakes.com
Kathleen Penny 416-863-3898 kathleen.penny@blakes.com
Ron Richler 416-863-3854 ron.richler@blakes.com
Paul Stepak 416-863-2457 paul.stepak@blakes.com
Paul Tamaki	 416-863-2697 paul.tamaki@blakes.com
Jeffrey Trossman 416-863-4290 jeffrey.trossman@blakes.com
Chris Van Loan 416-863-2687 chris.vanloan@blakes.com
Sabrina Wong 416-863-2645 sww@blakes.com

Montréal Jean Gagnon 514-982-5025 jean.gagnon@blakes.com
John Leopardi 514-982-5030 john.leopardi@blakes.com

Calgary Edmund Gill 403-260-9772 edmund.gill@blakes.com
Ron Mar 403-260-9704 ron.mar@blakes.com
Edward Rowe 403-260-9798 edward.rowe@blakes.com
Wanda Rumball 403-260-9794 wanda.rumball@blakes.com
Wally Shaw	 403-260-9766 wally.shaw@blakes.com

Vancouver Robert Kopstein 604-631-3317 robert.kopstein@blakes.com
Bill Maclagan 604-631-3336 wsm@blakes.com
Janette Pantry 604-631-4163 janette.pantry@blakes.com
Bruce Sinclair 604-631-3382 bruce.sinclair@blakes.com
Kevin Zimka 604-631-3363	 kevin.zimka@blakes.com

mailto:dorothy.byers@blakes.com
mailto:privacyofficer@blakes.com
mailto:lynn.spencer@blakes.com
http://www.blakes.com/english/subscribe.asp
http://blakes.com/english/Montr�al.html
http://blakes.com/english/Ottawa.html
http://blakes.com/english/Toronto.html
http://blakes.com/english/Calgary.html
http://blakes.com/english/Vancouver.html
http://blakes.com/english/NewYork.html
http://blakes.com/english/Chicago.html
http://blakes.com/english/London.html
http://blakes.com/english/Beijing.html
http://blakes.com/english/index.asp
http://www.blakes.com/english/practiceareas/areas.asp?Search=Description&Area=Tax&loc=
http://www.blakes.com/english/practiceareas/areas.asp?Search=Description&Area=Commodity+Tax+%26+Customs&loc=

