Notice of WAays and Means Motion to anmend the Excise Tax Act

SUMMARY

This enactnent mainly inplenents neasures relating to the
Goods and Services Tax and Harnonized Sales Tax (GST/HST),
including sales tax initiatives proposed in the February 28, 2000
Budget. These neasures are ainmed principally at inproving the
operation and fairness of the GST/HST in the affected areas and
ensuring that the legislation accords with the policy intent.

This enactnent also inplenents two anmendnents to the excise
tax provisions of the Act. The first is made for greater certainty
to clarify the deferral of the existing excise taxes on air
conditioners installed in autonobiles, and on new heavy
aut onobiles, at the time of inportation by a |icensed manufact urer
or sale to a licensed manufacturer. The second anmendnent provides
di scretionary power to the Mnister of National Revenue to waive or
cancel interest, or penalties calculated in the sane nmanner as
interest, wunder the excise tax system consistent wth the
di scretion already provided to the Mnister in relation to the
sal es tax and incone tax systens.

The princi pal GST/HST neasures included in this enactnent are
as foll ows:

(1) Export Distribution Centre and Export Trading House
Prograns: inplenents new rules that ensure that the GST/HST does
not present an inpedinent to the establishnment of North Anmerican
di stribution centres in Canada by permtting export-oriented non-
manuf act uri ng busi nesses to purchase or inport inventory, certain
i nputs and customers’ goods on a tax-free basis, rather than having
to pay the tax and later claim a refund; parallels certain
adm ni strative aspects of the new export distribution centre rules
in the existing Export Tradi ng House programto ensure consi stency
bet ween these two neasures.

(2) Non-residents and Cross-border Transactions: ensures that
no tax is payable on the inportation of defective goods inported
solely to be replaced under warranty, at no additional cost, by
ot her goods that are subsequently exported; ensures that businesses
in Canada can inport, on a tax-free basis, non-resident custoners’
goods solely for storage or distribution in Canada and subsequent
export w thout incurring cash-flow costs due to the tax; ensures
that there is no tax on the service of storing goods for a non-
resi dent business in certain circunstances in which the business is
relieved from paying tax on the goods thenselves and would
otherwi se be unable to recover the tax; renoves an unnecessary
condition on the tax-free treatnent of sales of exported rail way
rolling stock to a non-resident business that would otherw se be



unabl e to recover the tax.

(3) Real Property: inplenments the New Residential Rental
Property Rebate, which is a partial rebate of GST paid in respect
of newy constructed or substantially renovated |ong-term
residential rental accommodation; permts a new hone used primarily
as a place of residence of the owner and al so to provide short-term
accommodation to the public (e.qg., a Bed- and- Br eakf ast
establishment) to qualify for the New Housing Rebate; allows a
per son who purchased real property and paid tax to recover that tax
if the property is returned to the original vendor within one year
and pursuant to the original contract; ensures that real property
cannot be sold exenpt fromtax if the seller was previously | easing
it to other persons on a taxable basis and was therefore entitled
to recover any tax paid on the purchase of the property or
i nprovenents to it; clarifies that charities are not required to
charge tax on the rental of real property or on any goods rented in
conjunction with the real property.

(4) Health: continues in force an existing GST/HST exenption
for speech therapy services that are billed by individual
practitioners and not covered by the applicable provincial health
care plan. The anmendnment extends the exenption to provide tinme for
the profession to conplete a process now under way of becom ng
regulated in a fifth province.

(5) Education: ensures that simlar vocational training across
the country i s provided the sane exenpt treatnent regardl ess of how
vocati onal schools are regul ated i n each province; exenpts fromtax
vocational training supplied by a governnent entity or agency;
allows suppliers of vocational training to elect to treat that
training as taxable where it is provided to registrants that are
able to recover the tax by way of input tax credits.

(6) Electronic Filing: renoves the requirenent to apply to the
M ni ster of National Revenue for perm ssionto file GST/HST returns
electronically (e.g., over the telephone or the Internet) and
therefore allows anyone to do so provided they neet the criteria
set out by the Mnister.

(7) M scel |l aneous Anendnents: corrects anbiguities inexisting
provi si ons consi st ent W th current i ndustry practice,
adm nistrative interpretation and the underlying policy intent.

EXPLANATORY NOTES
The expl anatory notes relating to this enactnent issued by the

M nister of Finance provide a detailed explanation of these
amendnent s.



Notice of WAays and Means Motion to anmend the Excise Tax Act
That it is expedient to amend the Excise Tax Act as foll ows:

SHORT TITLE
Short title

1. This Act may be cited as the Sales Tax and Excise Tax
Amendnents Act, 2001.

RS, c. E-15

EXCISE TAX ACT

2. (1) Subsection 23(7) of the Excise Tax Act is anmended by
adding the word "or" at the end of paragraph (b) and by addi ng the
followi ng after paragraph (b):

(c) the sale of a new notor vehicl e designed for hi ghway use,
or a chassis therefor, to a person described in paragraph (h)
of the definition "manufacturer or producer” in subsection
2(1) who is a manufacturer licensed for the purposes of this

Part .
RS, c. 15
(1st Supp.), s.

12(2)
(2) Paragraphs 23(7)(e) and (f) of the Act are repeal ed.

(3) Subsection (1) and subsection (2), to the extent that it
repeal s paragraph 23(7)(f) of the Act, are deened to have cone into
force on January 1, 1994 and apply to sales nmade after 1993.

(4) Subsection (2), to the extent that it repeal s paragraph
23(7)(e) of the Act, is deened to have cone into force on January
1, 1994 and applies in respect of notor vehicles, or chassis
therefor, inported after 1993 by a person described in paragraph
(g) of the definition "manufacturer or producer” in subsection 2(1)
of the Act who is a manufacturer licensed for the purposes of Part
1l of the Act.

3. (1) The Act is anended by adding the followng after
section 87:

VWi ver or
cancel | ati on of
i nterest or
penal ty



88. The Mnister may waive or cancel any anount otherw se
payabl e to the Receiver General under this Act that is interest or
a penalty calculated in the same manner as interest.

(2) Subsection (1) applies to amounts that, but for section 88
of the Act, as enacted by subsection (1), would becone payable on
or after the day on which this Act is assented to.

1993, c. 27, s.
44(1)

4. (1) The portion of subsection 179(2) of the Act after
par agraph (c) is replaced by the foll ow ng:

subsection (1) does not apply to a supply referred to in
subparagraph (a)(i) and, except in the case of a supply of a
servi ce of shipping the property, any supply nmade by the registrant
and referred to in that subparagraph is deened to have been nade
out si de Canada.

1993, c. 27, s.
44(1)

(2) The portion of subsection 179(3) of the Act after
par agraph (c) is replaced by the foll ow ng:

subsection (1) does not apply to a supply referred to in paragraph
(a) and, except in the case of a supply of a service of shipping
the property, any supply nade by the registrant and referred to in
t hat paragraph is deened to have been nmade outsi de Canada.

(3) Section 179 of the Act is amended by adding the follow ng
after subsection (6):

Use of railway
rolling stock

(7) For the purpose of clause (3)(c)(ii)(C, if the only use
of railway rolling stock after physical possession of it is
transferred as described in that clause and before it is next
exported is for the purpose of transporting tangible personal
property or passengers in the course of that exportation and that
exportation occurs within sixty days after the day on which the
transfer takes place, that use of the rolling stock is deened to
take place entirely outside Canada.

(4) Subsections (1) and (2) apply to supplies for which all of
t he consideration becomes due after February 28, 2000 or is paid
after that day w thout having becone due.



(5) Subsection (3) applies to railway rolling stock the
physi cal possession of which is transferred by a registrant
pursuant to a supply by way of sale by the registrant for which al
of the consideration beconmes due after February 28, 2000 or is paid
after that day w thout having becone due.

1993, c. 27, s.
78(1)

5. (1) Subsection 213.2(1) of the Act is replaced by the
f ol | owi ng:

| mport
certificate

213.2 (1) The Mnister may, on the request of a registrant who
i mports goods, issue to the registrant, subject to such conditions
as the Mnister may specify, a witten authorization (in this
section referred to as an "inport certificate") for the purpose of
applying, on and after the effective date specified in the
aut hori zation, section 8.1 of Schedule VII in respect of goods of
a particular class inported by the registrant, in which event the
M nister shall assign to the registrant a nunmber to be disclosed
when the goods are accounted for under section 32 of the Custons
Act .

(2) Subsection (1) is deenmed to have come into force on
February 1, 1992.

6. (1) Section 215 of the Act is anended by adding the
followi ng after subsection (2):

Val ue of goods
re-inported
after
processi ng

(3) The val ue of goods that are being inported for the first
tinme after having been processed (as defined in subsection 2(1) of
the Value of Inported Goods (GST/HST) Regul ations) outside Canada
shall be determned for the purposes of this Division wthout
regard to section 13 of those Regulations if

(a) the value of the goods would, but for this subsection, be
determined for the purposes of this Division under that
section; and

(b) they are the sane goods, in their processed state, as
ot her goods, or incorporate, as a result of their processing,
ot her goods, that were I ast inported in circunstances in which



no tax was payabl e under this Division because of section 8.1
or 11 of Schedule VII.

(2) Subsection (1) applies to goods inported after February
1992 except that, with respect to goods inported before January 1
2001, the reference in subsection 215(3) of the Act, as enacted by
subsection (1), to "section 8.1 or 11" shall be read as a reference
to "section 8.1".

7. (1) Section 217 of the Act is anmended by striking out the
word "or" at the end of paragraph (b.3) and by adding the foll ow ng
after paragraph (c):

(d) a supply of property that is a zero-rated supply only
because it is included in section 1.1 of Part V of Schedul e
VI, if the recipient is not acquiring the property for
consunption, wuse or supply exclusively in the course of
commercial activities of the recipient and

(1) an authorization of the recipient to use the
certificate referred to in that sectionis not in effect
at the time the supply is nade, or

(i) the recipient does not export the property in the
ci rcunst ances descri bed i n paragraphs 1(b) to (d) of that
Part; or

(e) a supply of property that is a zero-rated supply only
because it is included in section 1.2 of Part V of Schedul e
VI, if the recipient is not acquiring the property for
consunption, wuse or supply exclusively in the course of
commercial activities of the recipient and

(1) an authorization of the recipient to use the
certificate referred to in that section is not in effect
at the time the supply is nade, or

(i) the recipient is not acquiring the property for use
or supply as donestic inventory or as added property (as
t hose expressions are defined in subsection 273.1(1)).

(2) Subsection (1) applies to supplies made after 2000.

8. (1) Subsection 218.1(1) of the Act is amended by striking
out the word "and" at the end of paragraph (b), by adding the word
"and" at the end of paragraph (c) and by adding the foll ow ng after
par agraph (c):

(d) every person who is the recipient of a supply that is
i ncluded in paragraph 217(d) or (e) and that is nmade in a



particul ar participating province

(2) Section 218.1 of the Act is anended by adding the
followi ng after subsection (1):

Delivery in a
provi nce

(1.1) Section 3 of Part Il of Schedule IX applies for the
pur pose of paragraph (1)(c).

(3) Subsection (1) applies to supplies made after 2000.

(4) Subsection (2) applies to supplies nmade after Cctober 4,
2000.

9. (1) Subsection 221(2) of the Act is amended by stri ki ng out
the word "or" at the end of paragraph (b) and by adding the
followi ng after paragraph (b):

(b.1) the supplier and the recipient have nmade an el ection

under section 2 of Part | of Schedule V in respect of the
suppl y; or
1993, c. 27, s.
85(1)
(2) Subsection 221(3.1) of the Act is repeal ed.
(3) Subsection (1) applies to supplies nmade after Cctober 4,
2000.

(4) Subsection (2) applies to supplies made after 2000.

1993, c. 27, s.
86( 1)

10. (1) The portion of subsection 221.1(2) of the Act before
paragraph (a) is replaced by the foll ow ng:

Export
certificate

(2) The Mnister may, on the application of a person who is
regi stered under Subdivision d, authorize the person to use,
begi nning on a particular day in a fiscal year of the person and
subj ect to such conditions as the Mnister may fromtine to tine
specify, a certificate (in this section referred to as an "export
certificate") for the purpose of section 1.1 of Part V of Schedul e
VI, if it can reasonably be expected



1993, c. 27, s.
86( 1)

(2) Subsection 221.1(4) of the Act is replaced by the
f ol | owi ng:

Not i ce of
aut hori zati on

(4) If the Mnister authorizes a registrant to use an export
certificate, the Mnister shall notify the registrant in witing of
the authorization, its effective date and its expiry date and the
nunmber assigned by the Mnister that identifies the registrant or
t he aut hori zation and that nust be di scl osed by the regi strant when
providing the certificate for the purpose of section 1.1 of Part V
of Schedul e VI.

(3) Subsection (1) is deened to have conme into force on
January 1, 2001.

(4) Subsection (2) applies to any authorization granted to a
person after 2000, whether on the first application of the person
or on the renewal of an authorization previously granted.

11. (1) The Act is amended by adding the following after
section 236. 1:

Adj ustnent i f
i nvalid use of
export
certificate

236.2 (1) If a registrant has received a supply of property
(other than a supply that is included in any provision of Schedul e
VI other than section 1.1 of Part V of that Schedule) from a
supplier to whorr the regi strant has provi ded an export certificate
(wthin the nmeaning of section 221.1) for the purpose of that
supply and an authorization of the registrant to use the
certificate was not in effect at the tinme the supply was nmade or
the registrant does not export the property in the circunstances
described in paragraphs 1(b) to (d) of that Part, the registrant
shall, in determning the net tax for the reporting period of the
registrant that includes the earliest day on which tax in respect
of the supply becane payable or would have beconme payable if the
supply were not a zero-rated supply, add an anmount equal to
interest, at the rate prescribed for the purposes of paragraph
280(1) (b) plus 4% per year conpounded daily, on the total anmount of
tax in respect of the supply that was payable or woul d have been
payable if the supply were not a zero-rated supply, conputed for
t he period beginning on that earliest day and ending on the day on



or before which the return under section 238 for that reporting
period is required to be filed.

Adjustnent if
deened
revocati on of
export
certificate

(2) If a registrant’s authorization to use an export
certificate (within the nmeani ng of section 221.1) is deened to have
been revoked under subsection 221.1(6) effective inmedi ately after
the last day of a fiscal year of the registrant, the registrant
shall, in determning the net tax for the first reporting period of
the registrant follow ng that year, add the amount determ ned by
the formul a

A x B/12

wher e

A is the total of
(a) the product obtained when the rate set out in
subsection 165(1) is multiplied by the total of all
anount s each of which is consideration paid or payabl e by
the registrant for a supply made in a non-participating
province of an item of inventory acquired by the
registrant in the year that is a zero-rated supply only
because it is included in section 1.1 of Part V of
Schedul e VI, other than a supply in respect of which the
registrant is required under subsection (1) to add an
amount in determning net tax for any reporting peri od,
and
(b) the product obtained when the total of the rates set
out in subsections 165(1) and (2) is multiplied by the
total of all anpbunts each of which is consideration paid
or payable by the registrant for a supply nade in a
participating province of an item of inventory acquired
by the registrant in the year that is a zero-rated supply
only because it is included in section 1.1 of Part V of
Schedul e VI, other than a supply in respect of which the
registrant is required under subsection (1) to add an
amount in determning net tax for any reporting peri od,
and

B is the total of 4% and the rate of interest prescribed for the

pur poses of paragraph 280(1)(b) (expressed as a percent age per
year) that is in effect on the last day of that first



reporting period follow ng the year.

Adjustnent if
invalid use of
export

di stribution
centre
certificate

236.3 (1) If a registrant has received a supply of property
(other than a supply that is included in any provision of Schedul e
VI other than section 1.2 of Part V of that Schedule) from a
supplier to whon the regi strant has provi ded an export distribution
centre certificate (wthin the neaning of section 273.1) for the
purpose of that supply and an authorization of the registrant to
use the certificate was not in effect at the tinme the supply was
made or the property was not acquired by the registrant for use or
supply as donmestic inventory or as added property (as those
expressions are defined in subsection 273.1(1)) in the course of
commercial activities of the registrant, the registrant shall, in
determ ning the net tax for the reporting period of the registrant
that includes the earliest day on which tax in respect of the
supply becanme payable or woul d have becone payable if the supply
were not a zero-rated supply, add an anmobunt equal to interest, at
the rate prescribed for the purposes of paragraph 280(1)(b) plus 4%
per year conpounded daily, on the total anpbunt of tax in respect of
the supply that was payable or that would have been payable in
respect of the supply if the supply were not a zero-rated supply,
conputed for the period beginning on that earliest day and endi ng
on the day on or before which the return under section 238 for that
reporting period is required to be filed.

Adjustnent if

export

di stribution
centre
condi ti ons not
net

(2) If an authorization granted to a registrant under
subsection 273.1(7) is in effect at any tinme in a fiscal year of
the regi strant and the export revenue percentage of the registrant
(as defined in subsection 273.1(1)) for that year is | ess than 90%
or the circunstances described in paragraph 273.1(11)(a) or (b)
exist with respect to the year, the registrant shall, in
determining the net tax for the first reporting period of the
registrant followng the year, add the anmpunt determ ned by the
formul a

A x Bl12



wher e
A

is the total of

(a) the product obtained when the rate set out in
subsection 165(1) is multiplied by the total of all
anount s each of which is consideration paid or payabl e by
the registrant for a supply made in a non-participating
province of property acquired by the registrant in the
year that is a zero-rated supply only because it is
included in section 1.2 of Part V of Schedule VI, other
than a supply in respect of which the registrant is
requi red under subsection (1) to add an anount in
determ ning net tax for any reporting period,

(b) the product obtained when the total of the rates set
out in subsections 165(1) and (2) is multiplied by the
total of all anpbunts each of which is consideration paid
or payable by the registrant for a supply nade in a
participating province of property acquired by the
registrant in the year that is a zero-rated supply only
because it is included in section 1.2 of Part V of
Schedul e VI, other than a supply in respect of which the
registrant is required under subsection (1) to add an
amount in determning net tax for any reporting peri od,
and

(c) the product obtained when the rate set out in
subsection 165(1) is multiplied by the total of all
anounts each of which is the value that is or would be,
but for subsection 215(2), deened under subsection 215(1)
to be the value, for the purposes of Division IIl, of a
good that was inported by the registrant in the year and
in respect of which, by reason only of section 11 of
Schedul e VI1, tax under that Division did not apply, and

is the total of 4% and the rate of interest prescribed for the
pur poses of paragraph 280(1)(b) (expressed as a percent age per
year) that is in effect on the last day of that first
reporting period follow ng the year.

Subsection (1) is deened to have cone into force on

January 1, 2001 and applies to supplies nmade after 2000.

1990,
12(1)

45, s.

(1) The definition "single unit residential conplex" in

subsection 254(1) of the Act is replaced by the foll ow ng:



"single unit
resi denti al
conpl ex"

« | mmeubl e

d habitation a

| ogenent uni que
»

"single unit residential conplex" includes

(a) a multiple unit residential conplex that does not
contain nore than two residential units, and

(b) any other multiple unit residential conplex if it is
descri bed by paragraph (c) of the definition "residenti al
conpl ex"” in subsection 123(1) and contains one or nore
residential units that are for supply as roonms in a
hotel, notel, inn, boarding house, |odging house or
simlar prem ses and that would be excluded fron being
part of the residential conplex if the conplex were a
residential conplex not described by that paragraph.

(2) Subsection (1) is deened to have cone into force on June
1, 1997 and applies for the purpose of determ ning any rebate of a
person under section 254 of the Act in respect of a residentia
conpl ex ownership of which is transferred to the person after My
1997.

1993, c. 27, s.
110(1)

13. (1) The definition "single unit residential conplex” in
subsection 254.1(1) of the Act is replaced by the follow ng:

"single unit
resi denti al
conpl ex"

« | mmeubl e

d habitation a

| ogenent uni que
»

"single unit residential conplex" includes

(a) a multiple unit residential conplex that does not
contain nore than two residential units, and

(b) any other nmultiple unit residential conplex if it is
descri bed by paragraph (c) of the definition "residenti al
conpl ex" in subsection 123(1) and contains one or nore



residential units that are for supply as roonms in a
hotel, notel, inn, boarding house, |odging house or
simlar prem ses and that would be excluded fronm being
part of the residential conplex if the conplex were a
residential conplex not described by that paragraph.

(2) Subsection (1) is deened to have cone into force on June
1, 1997 and applies for the purpose of determ ning any rebate of a
person under section 254.1 of the Act in respect of a residential
conpl ex possession of which is given to the person after May 1997.

1993, c. 27, s.
112(1)

14. (1) The definition "single unit residential conplex” in
subsection 256(1) of the Act is replaced by the follow ng:

"single unit
residenti al
conpl ex"

« | mreubl e

d habitation a
| ogenent uni que
»

"single unit residential conplex" includes

(a) a multiple unit residential conplex that does not
contain nore than two residential units, and

(b) any other nmultiple unit residential conplex if it is
descri bed by paragraph (c) of the definition "residenti al
conpl ex"” in subsection 123(1) and contains one or nore
residential units that are for supply as roonms in a
hotel, nmotel, inn, boarding house, |odging house or
simlar prem ses and that would be excluded fron being
part of the residential conplex if the conplex were a
residential conplex not described by that paragraph.

(2) Subsection (1) is deened to have cone into force on June
1, 1997 and applies for the purpose of determ ning any rebate of a
person under section 256 of the Act in respect of a residentia
conpl ex that the person has constructed or substantially renovat ed,
or has engaged another person to construct or substantially
renovate, if the construction or substantial renovation is not
substantially conpleted until after May 1997

15. If

(a) a person would be entitled to clai ma rebate under section



254, 254.1 or 256 of the Act in respect of a single unit
residential conplex described in paragraph (b) of the
definition of that expression in that section, as enacted by
subsection 12(1), 13(1) or 14(1), as the case may be, if there
were no limtation on the period for filing an application for
the rebate or on the nunber of applications that the person
may meke with respect to that matter, and

(b) the day on or before which the person would, but for this
section, be required to file an application for the rebate is
before March 31, 2003,

despite subsections 254(3), 254.1(3) and 256(3) of the Act, the
person has until March 31, 2003 to file an application for the
rebate with the M nister of National Revenue. That applicati on may,
despite subsection 262(2) of the Act, be the person’s second
application for the rebate if, before March 2001, the person had
made an application for the rebate and it has been assessed.

16. (1) The Act is anended by adding the following after
section 256. 1:

Definitions

256.2 (1) The definitions in this subsection apply in this
secti on.

"first_use"
« _prem é_re
utilisation »

"first use", in respect of aresidential unit, nmeans the first use
of the unit after the construction or |ast substanti al
renovation of the unit or, in the case of a unit that is

situated in a nmultiple unit residential conplex, of the
conplex or addition to the conplex in which the residential
unit is situated is substantially conpl et ed.

"per cent age of
total fl oor
space"

« pour cent age
de superficie
totale »

"percentage of total floor space", in respect of aresidential unit
formng part of a residential conplex or part of an addition
to a multiple unit residential conplex, nmeans the proportion
(expressed as a percentage) that the total square netres of
fl oor space occupied by the unit is of the total square netres



of floor space occupied by all of the residential units in the
residential conplex or addition, as the case may be.

"qual i fying
portion of
basi c tax
content"

« fraction

adm ssi bl e de
t eneur en taxe

"qualifying portion of basic tax content”, at a particular tine, of

property of a person neans the anount that woul d be the basic
tax content of the property at that tine if that anount were
determined wthout reference to subparagraph (v) of the
description of A in the definition "basic tax content” in
subsection 123(1) and if no anpbunt of tax under any of
subsections 165(2), 212.1(2) and 218.1(1) and Division IV.1
were included in determ ning that basic tax content.

"qual i fying
resi denti al

« habi tation
adm ssible »

"qualifying residential unit" of a person, at a particular tine,

neans

(a) aresidential unit of which, at or i nmedi ately before
the particular tine, the personis the ower, a co-owner,
a |l essee or a sub-lessee or has possession as purchaser
under an agreenent of purchase and sale, or a residenti al
unit that is situated in a residential conplex of which
the person is, at or immedi ately before the particul ar
time, a | essee or a sub-|essee, where

(i) at the particular tine, the unit is a self-
cont ai ned resi dence,

(ii) the person holds the unit

(A) for the purpose of maki ng exenpt supplies
of the unit that are included in section 5.1,
6, 6.1 or 7 of Part | of Schedule V, or

(B) if the conplex in which the wunit is
situated i ncl udes one or nor e ot her
residential wunits that would be qualifying



"rel ati on"

residential units of the person without regard
to this clause, for use as the primary place
of residence of the person,

(tii) it is the case, or can reasonably be expected
by the person at the particular tine to be the
case, that the first use of the unit is or will be

(A) as the primary place of residence of the
person or a relation of the person, or of a
| essor of the conplex or a relation of that
| essor, for a period of at |east one year or
for a shorter period where the next use of the
unit after that shorter period is as described
in clause (B), or

(B) as a place of residence of individuals

each of whom is given continuous occupancy of
the unit, under one or nore |eases, for a
period, throughout which the unit is used as
the primary place of residence of that
i ndi vidual, of at |east one year or for a
shorter period endi ng when

(I') the unit is sold to a recipient who
acquires the unit for use as the primary
pl ace of residence of the recipient or of
a relation of the recipient, or

(I'1) the wunit is taken for use as the
primry place of residence of the person
or a relation of the person or of a
| essor of the conplex or a relation of
that | essor, and

(1v) except where subclause (iii)(B)(lIl1) applies,
if, at the particular tinme, the person intends
that, after the wunit is wused as described in
subparagraph (iii), the person wll occupy it for
the person’s own use or the person will supply it
by way of |ease as a place of residence or | odging
for an individual who is a relation, sharehol der,
menber or partner of, or not dealing at arnis
length with, the person, the person can reasonably
expect that the unit will be the primary place of
resi dence of the person or of that individual; or

(b) a prescribed residential unit of the person.



« proche »

"rel ation” has the neani ng assi gned by subsection 256(1).

"sel f-cont ai ned
resi dence"

« résidence

aut onone »

"sel f-contai ned resi dence" neans a residential unit

(a) that is a suite or roomin a hotel, a notel, an inn
a boardi ng house or a | odgi ng house or in a residence for
students, seniors, individuals with a disability or other
i ndi vi dual s; or

(b) that contains private kitchen facilities, a private
bath and a private living area.

Ref erence to

"| ease”

(2) Inthis section, areference to a "lease" shall be read as
a reference to a "lease, licence or simlar arrangenment"”.
Rebate in

respect of | and
and bui | di ng
for residenti al

rent al

acconmpdat i on

(3)

| f

(a) a particular person, other than a cooperative housing
cor porati on,

(i) is the recipient of a taxable supply by way of sale
(inthis subsectionreferred to as the "purchase fron the
supplier") from anot her person of a residential conplex
or of an interest in a residential conplex and is not a
bui | der of the conpl ex, or

(1i) is a builder of a residential conplex, or of an
addition to a multiple unit residential conplex, who
makes an exenpt supply by way of lease included in
section 6 or 6.1 of Part | of Schedule V that results in
the particul ar person being deenmed under section 191 to
have made and received a taxable supply by way of sale
(inthis subsectionreferred to as the "deened purchase")



of the conplex or addition,

(b) at a particular time, tax first beconmes payabl e i n respect
of the purchase from the supplier or tax in respect of the
deenmed purchase is deened to have been paid by the person,

(c) at the particular tine, the conplex or addition, as the
case may be, is a qualifying residential unit of the person or
includes one or nore qualifying residential units of the
person, and

(d) the person is not entitled to include the tax in respect
of the purchase fronm the supplier, or the tax in respect of
t he deened purchase, in determ ning an i nput tax credit of the
per son,

the Mnister shall, subject to subsections (7) and (8), pay a
rebate to the person equal to the total of all anpbunts each of
which is an anmobunt, in respect of a residential unit that forns
part of the residential conplex or addition, as the case may be,
and is a qualifying residential wunit of the person at the
particular time, determ ned by the fornula

A x ($450,000 - B)/$100, 000

wher e
A is the lesser of $8750 and the anpbunt determ ned by the
formul a
A X A,
wher e
A, is 36% of the total tax under subsection 165(1) that is
payabl e in respect of the purchase from the supplier or
is deenmed to have been paid in respect of the deened
pur chase, and
A, IS
(1) if the wunit is a single unit residential
conplex or a residential condom nium unit, 1, and
(i) in any other case, the unit’s percentage of
total floor space, and
B is the greater of $350, 000 and

(i) if theunit is a single unit residential conplex or



a residential condonm nium unit, the fair nmarket val ue of
the unit at the particular time, and

(i) in any other case, the anpunt determ ned by the
formul a

B, x B,

B, is the unit’s percentage of total floor space, and

B, is the fair market value at the particular tine of
the residential conplex or addition, as the case
may be.

Rebate in
respect of sale
of building and
| ease of | and

(4) If

(a) a person, other than a cooperative housing corporation, is
a builder of a residential conplex or of an addition to a
mul tiple unit residential conplex and the person nakes

(1) an exenpt supply by way of sale, included in section
5.1 of Part | of Schedule V, of a building or part of a
bui | di ng, and

(1i) an exenpt supply, included in section 7 of that
Part, of land by way of |ease or an exenpt supply,
i ncluded in that section, by way of assignnent of a | ease
in respect of |and,

(b) the | ease provides for continuous possession or use of the
land for a period of at |east twenty years or it contains an
option to purchase the | and,

(c) those supplies result in the person being deened under
section 191 to have nade and recei ved a taxabl e supply by way
of sale of the conplex or addition and to have paid tax at a
particular tinme in respect of that supply,

(d) in the case of a multiple unit residential conplex or an
addition to such a conplex, the conplex or addition, as the
case may be, includes, at the particular tinme, one or nore
qual ifying residential units of the person,



(e) the person is not entitled to include the tax deened to
have been paid by the person in determning an input tax
credit of the person, and

(f) in the case of an exenpt supply by way of sale of a single
unit residential conplex or a residential condom niunm unit,
the recipient of that supply is entitled to claim a rebate
under subsection 254.1(2) in respect of the conplex or unit,

the Mnister shall, subject to subsections (7) and (8), pay a
rebate to the person equal to the total of all anpbunts each of
which is an amobunt, in respect of a residential unit that forns
part of the conplex or addition, as the case may be, and is, in the
case of a multiple unit residential conplex or an addition to such
a conmplex, a qualifying residential unit of the person at the
particular time, determ ned by the fornula

[A x ($450,000 - B)/$100,000] - C

wher e
A is the lesser of $8750 and the anpbunt determ ned by the
formul a
A X A,
wher e
A, is 36% of the tax under subsection 165(1) that is deened
to have been paid by the person at the particular tine,
and
A, IS
(1) if the wunit is a single unit residential
conplex or a residential condom nium unit, 1, and
(i) in any other case, the unit’s percentage of
total floor space,
B is the greater of $350,000 and

(1) if the unit is a single unit residential conplex or
a residential condom nium unit, the fair market val ue of
the unit at the particular time, and

(i) in any other case, the anpunt determ ned by the
formul a

B, x B,



B, is the unit’s percentage of total floor space, and

B, is the fair market value at the particular tine of
the residential conplex or addition, as the case
may be, and

is the anount of the rebate, if any, under subsection 254.1(2)
that the recipient of the exenpt supply by way of sale is
entitled to claimin respect of the conplex or unit.

Rebat e for
cooperative
housi ng
corporation

(5) If

(a) a cooperative housing corporation (in this subsection
referred to as the "cooperative")

(i) is the recipient of a taxable supply by way of sale
(inthis subsectionreferred to as the "purchase fron the
supplier") from anot her person of a residential conplex
or of an interest in a residential conplex and is not a
bui | der of the conpl ex, or

(1i) is a builder of a residential conplex, or of an
addition to a multiple unit residential conplex, who
makes an exenpt supply by way of lease included in
section 6 of Part | of Schedule V that results in the
cooperative being deenmed under section 191 to have nade
and received a taxable supply by way of sale (in this
subsection referred to as the "deened purchase") of the
conplex or addition and to have paid tax in respect of
t hat supply,

(b) the cooperative is not entitled to include the tax in
respect of the purchase from the supplier, or the tax in
respect of the deened purchase, in determning an input tax
credit of the cooperative, and

(c) at any tinme at which a residential unit included in the
conplex is a qualifying residential unit of the cooperative,
the cooperative first gives occupancy of the unit after its
construction or | ast substantial renovati on under an agr eenent
for a supply of that unit that is an exenpt supply included in
section 6 of Part | of Schedul e V,



the Mnister shall, subject to subsections (7) and (8), pay a
rebate to the cooperative in respect of that unit equal to the
anount determ ned by the formul a

[A x ($450,000 - B)/$100,000] - C

wher e
A is the lesser of $8750 and the anpbunt determ ned by the
formul a
A X A,
wher e
A, is 36% of the total tax under subsection 165(1) that is
payabl e in respect of the purchase from the supplier or
is deemed to have been paid in respect of the deened
pur chase, and
A, IS
(1) if the wunit is a single unit residential
conplex, 1, and
(i) in any other case, the unit’s percentage of
total floor space,
B is the greater of $350,000 and

(1) if the unit is a single unit residential conplex or
a residential condom nium unit, the fair market val ue of
the unit at the particular tinme at which tax first
becones payable in respect of the purchase from the
supplier or tax in respect of the deened purchase is
deened to have been paid by the cooperative, and

(i) in any other case, the anpunt determ ned by the

formul a
B, x B,
wher e
B, is the unit’s percentage of total floor space, and
B, is the fair market value of the conplex at the

particular tinme, and

C is the amount of the rebate, if any, under subsection 255(2)



Rebat
| ease
resid

pur po

that the recipient of the exenpt supply of the unit was
entitled to claimin respect of the unit.

e for |and
d for

enti al

ses

(6) If
(a) a person makes an exenpt supply of |and

(1) that is a supply included in paragraph 7(a) of Part
| of Schedule V nmde to a person described in
subparagraph (i) of that paragraph, or that is a supply,
i ncluded in paragraph 7(b) of that Part, of a site in a
residential trailer park, and

(i1) that results in the person bei ng deened under any of
subsections 190(3) to (5), 200(2), 206(4) and 207(1) to
have made and recei ved a taxabl e supply by way of sal e of
the land and to have paid tax, at a particular tine, in
respect of that supply,

(b) in the case of an exenpt supply of |and described in
paragraph 7(a) of Part | of Schedule V, the residential unit
that is or is to be affixed to the land is or will be so
affixed for the purpose of its use and enjoynent as a prinmary
pl ace of residence for individuals, and

(c) the person is not entitled to include the tax deened to
have been paid by the person in determning an input tax
credit of the person,

the Mnister shall, subject to subsections (7) and (8), pay a

r ebat

wher e

e to the person equal to the amount determ ned by the fornul a

A x ($112,500 - B)/$25, 000

is

(i) in the case of a taxable supply in respect of which
the person is deened to have paid tax cal cul ated on the
fair market value of the land, 36% of the tax under
subsection 165(1) that is deened to have been paid in
respect of that supply, and

(1i) in the case of a taxable supply in respect of which



the person is deened to have paid tax equal to the basic
tax content of the |l and, 36% of the qualifying portion of
t he basic tax content of the |l and at the particul ar tine,
and

B is the greater of $87,500 and

(1) in the case of a supply of land included in paragraph
7(a) of Part | of Schedule V, the fair market val ue of
the land at the particular tinme, and

(i1) in the case of a supply of a site in a residential
trailer park or in an addition to a residential trailer
park, the fair market value, at the particular tine, of
the park or addition, as the case nay be, divided by the
total nunber of sites in the park or addition, as the
case may be, at the particular tine.

Appl i cation for
rebate and
paynment of tax

(7) Arebate shall not be paid to a person under this section
unl ess

(a) the person files an application for the rebate within two
years after

(1) in the case of a rebate under subsection (5), the end
of the nonth in which the person nakes the exenpt supply
referred to in subparagraph (5)(a)(ii),

(i) in the case of a rebate under subsection (6), the
end of the nonth in which the tax referred to in that
subsection is deened to have been paid by the person, and

(tii) in any other case of a rebate in respect of a
residential unit, the end of the nonth in which tax first
becones payabl e by the person, or is deened to have been
paid by the person, in respect of the unit or interest in
the unit or in respect of the residential conplex or
addition, or interest therein, in which the unit is
situated

(b) if the rebate is in respect of a taxable supply received
by the person from anot her person, the person has paid all of
the tax payable in respect of that supply; and

(c) if therebateis in respect of a taxable supply in respect
of which the person is deenmed to have collected tax in a



reporting period of the person, the person has reported the
tax in the person’s return under Division V for the reporting
period and has remtted all net tax remttable, if any, as
reported in that return.

Speci al rul es
(8) For the purposes of this section,

(a) if, at any time, substantially all of the residential
unitsinanultiple unit residential conplex containing ten or
nmore residential units are residential units in respect of
which the condition set out in subparagraph (a)(iii) of the
definition "qualifying residential unit” in subsection (1) is
satisfied, all of the residential units in the conplex are
deenmed to be residential wunits in respect of which that
condition is satisfied at that tinme; and

(b) except in the case of residential units referred to in
paragraph (a) of the definition "self-contained residence" in
subsection (1),

(1) the two residential units that are located in a
multiple unit residential conplex containing only those
two residential units are deened to together form a
single residential unit, and the conplex is deened to be
a single unit residential conplex and not to be a
multiple unit residential conplex, and

(1i) if aresidential unit (in this subparagraph referred
to as a "specified unit") in a building affords direct
internal access (with or without the use of a key or
simlar device) to another area of the building that is
all or part of the living area of a particular
residential unit, the specified unit is deened to be part
of the particular residential unit and not to be a
separate residential unit.

Restricti ons

(9) No rebate shall be paid to a person under this section if
all or part of the tax included in determning the rebate would
ot herwi se be included in determ ning a rebate of the person under
any of sections 254, 256, 256.1 and 259 and, in determning the
rebate of a person under this section, there shall not be included
any anmount of tax that the person is, under an Act of Parlianent
(other than this Act) or any other |aw,

(a) not required to pay or remt; or



(b) entitled to recover by way of a rebate, refund or
rem ssion.

Repaynent of
rebat e

(10) If a person was entitled to claim a rebate under
subsection (3) in respect of a qualifying residential unit (other
than a unit located in a multiple unit residential conplex) and,
within one year after the unit is first occupied as a place of
resi dence after the construction or |ast substantial renovation of
the unit was substantially conpl eted, the person makes a supply by
way of sale (other than a supply deened under section 183 or 184 to
have been made) of the unit to a purchaser who i s not acquiring the
unit for use as the primary place of residence of the purchaser or
of a relation of the purchaser, the person shall pay to the
Recei ver CGeneral an anobunt equal to the rebate, plus interest at
the rate prescribed for the purposes of paragraph 280(1)(b),
cal cul ated on that amount for the period beginning on the day the
rebate was paid or applied to a liability of the person and endi ng
on the day the anobunt of the rebate is paid by the person to the
Recei ver Gener al

(2) Section 256.2 of the Act, as enacted by subsection (1), is
deened to have cone into force on February 28, 2000 except that

(a) subsections (3) to (5) of that section apply

(1) to a taxable supply by way of sale of a residential
conplex or an interest in a residential conplex to a
person who is not a builder of the conplex, or of a
residential conplex or an addition to a residential
conplex to a person who is, otherw se than by reason of
subsection 190(1) of the Act, a builder of the conplex or
addition, as the case may be, only if the construction or
| ast substantial renovation of the conplex or addition,
as the case may be, began after February 27, 2000, and

(1i) to a taxable supply by way of sale of a residential
conplex or an addition to a residential conplex that is
deened to be nmade to a person who has converted rea
property for use as the residential conplex or the
addition to a residential conplex and is, as a result,
deened under subsection 190(1) of the Act to be a buil der
of the conplex or addition, only if the construction or
alteration necessary to effect the conversi on began after
February 27, 2000; and

(b) subsection (6) of that section does not apply to exenpt
suppl i es made before February 28, 2000.



(3) If, in order to satisfy the condition under paragraph
256.2(7)(a) of the Act, as enacted by subsection (1), with respect
to a rebate of a person, the person would have to file an
application for the rebate before the particular day that is two
years after the day on which this Act is assented to, the person
shal |, despite that paragraph, have until the particular day to
file the application.

17. (1) Subsection 261.01(3) of the Act is anended by striking
out the word "and" at the end of paragraph (a), by adding the word
"and" at the end of paragraph (b) and by adding the foll ow ng after
par agraph (b):

(c) an ampbunt of tax under subsection 165(1) that was payabl e
or was deened under section 191 to have been paid by a trust
in respect of a taxable supply to the trust of a residential
conplex, an addition to a residential conplex or land if, in
respect of that supply, the trust was entitled to clainm any
rebate under section 256.2 or would be so entitled after
payi ng the tax payable in respect of that supply.

(2) Subsection (1) is deenmed to have come into force on
February 28, 2000.

1993, c. 27, s.
117(2)

18. (1) Subsection 262(3) of the Act is replaced by the
f ol | owi ng:

G oup of
i ndi vi dual s

(3) If

(a) a supply of a residential conplex or a share of the
capi tal stock of a cooperative housing corporation is nmade to
two or nore individuals, or

(b) two or nore individuals construct or substantially
renovate, or engage another person to construct or
substantially renovate, a residential conplex,

the references in sections 254 to 256 to a particular individual
shal |l be read as references to all of those individuals as a group,
but only one of those individuals may apply for the rebate under
section 254, 254.1, 255 or 256, as the case may be, in respect of
t he conpl ex or share.

(2) Subsection (1) is deened to have cone into force on June



1, 1997.

19. (1) The Act is anended by adding the following after
section 273:

Subdi vi sion b. 2
Export distribution centres
Definitions

273.1 (1) The definitions in this subsection apply in this
section.

"added
property"

« bien

d’ appoi nt »

"added property" that is in the possession of a person neans
t angi bl e personal property (ot her than property that serves as
evidence of the paynent of postage) or software that the
person incorporates into, attaches to, conbines or assenbl es
Wi th, or uses to pack, other property that is not property of
the person held otherwi se than for sale by the person.

"base val ue"
« val eur de
base »

"base value" of property that a particular person inports or
obt ai ns physi cal possession of in Canada fromr anot her person
nmeans

(a) if the particular person inports the property, the
value that is or would be, but for subsection 215(2),
deened under subsection 215(1) to be the value of the
property for the purposes of Division Ill; and

(b) in any other case, the fair market value of the
property at the tinme the particular person obtains
physi cal possession of it in Canada.

"basic_service"
« service de
base »

"basic service" nmeans any of the follow ng services perforned at
any time in respect of goods, to the extent that, if the goods
were held in a bonded warehouse at that tinme, it would be



f easi
tinme,

bl e, given the stage of processing of the goods at that
to perform that service in the bonded warehouse and it

woul d be permissible to do so according to the Custons Bonded
War ehouses Regul at i ons:

"bonded
war ehouse"
« entrepobt

(a) disassenbling or reassenbling, if the goods have been
assenbl ed or disassenbled for packing, handling or
transportati on purposes;

(b) displ aying;

(c) inspecting;

(d) labelling;

(e) packing;

(f) renoving, for the sole purpose of soliciting orders
for goods or services, a snmall quantity of material, or

a portion, a piece or an individual object, that
represents the goods;

(g) storing;
(h) testing; or

(1) any of the follow ng that do not materially alter the
characteristics of the goods:

(i) cleaning,

(1i) conmplying with any applicabl e | aw of Canada or
of a province,

(iii) diluting,
(iv) normal maintenance and servicing,
(v) preserving,

(vi) separating defective goods from prine quality
goods,

(vii) sorting or grading, and

(viii) trimmng, filing, slitting or cutting.

de



st ockage »

"bonded war ehouse" has the neani ng assigned by subsection 2(1) of
the Custons Act.

"custoner’s
good"

« produit de
client »

"custonmer’s good", in respect of a particular person, neans
tangi bl e personal property of another person that the
particul ar person inports, or obtains physical possession of
in Canada, for the purpose of supplying a service or added
property in respect of the tangible personal property.

"donestic

i nvent ory"

« stocks
intérieurs »

"donestic inventory" of a person neans tangi bl e personal property
that the person acquires i n Canada, or acquires outside Canada
and inports, for +the purpose of selling the property
separately for consideration in the ordinary course of a
busi ness carried on by the person.

"export
revenue"

« recettes

d’ exportation »

"export revenue" of a particular person for a fiscal year neans the
total of all anpbunts each of which is consideration, included
in determning the specified total revenue of the person for
the year, for

(a) a supply by way of sale of an item of donestic
inventory of the person that is nade outside Canada or
included in Part V of Schedule VI (other than sections
2.1, 3, 11, 14 and 15.1 of that Part);

(b) a supply by way of sal e of added property acquired by
the person for the purpose of processing in Canada
particul ar property where the particul ar property, or al

the products resulting from that processing, as the case
may be, are exported, after that processing is conplete,
W t hout being consuned, used, transformed or further
processed, manufactured or produced i n Canada by anot her
person except to the extent reasonably necessary or



incidental to the transportation of the particular
property or those products; or

(c) a supply of a service of processing, storing or
di stributing tangi bl e personal property of another person
if the property, or all the products resulting from that
processing, as the case may be, are exported, after the
processing in Canada, if any, by the particular personis
conplete, w thout being consuned, used, transforned or
further processed, manufactured or produced i n Canada by
any person other than the particul ar person except to the
extent reasonably necessary or incidental to the
transportation of that property or those products.

"export revenue
per cent age"

« pour cent age
de recettes

d’ exportation »

"export revenue percentage" of a person for a year neans the
proportion (expressed as a percentage) that the person’s
export revenue for the year is of the person’s specified total
revenue for the year

"fini shed

i nventory"

« stocks finis
»

"finished inventory" of a person neans property of the person
(other than capital property) that isinthe state at which it
is intended to be sold by the person, or to be used by the
person as added property, in the course of a business carried
on by the person.

"l abel I'i ng"
« étiquetage »

"l abel li ng" includes marking, tagging and ticketing.

" packi ng"
« enbal | age »

"packi ng" i ncl udes unpacki ng, repacki ng, packagi ng and r epackagi ng.

"processing"
« traltenent »

"processi ng” includes adjusting, altering, assenbling and any basic



servi ce.

"specified
total revenue
« recettes
total es

dét er m nées »

"specified total revenue" of a person for a fiscal year of the
person neans the total of all anobunts each of which is
consideration, included in determining the incone fronm a
busi ness of the person for the year, for a supply nade by the
person (or that would be nade by the person but for any
provision of this Part that deens the supply to be nade by
anot her person), other than

(a) a supply of a service in respect of property that the
person neit her i nports nor obtains physi cal possessi on of
in Canada for the purpose of providing the service;

(b) a supply by way of sale of particular property that
the person acquires for the purpose of selling the
particul ar property (or selling other property to which
the particul ar property has been added or with which the
particul ar property has been conbi ned) for consideration
but that is neither acquired in Canada nor inported by
t he person;

(c) a supply by way of sale of added property that the
person acquires for the purpose of processing tangible
personal property that the person neither inports nor
obt ai ns physi cal possession of in Canada; and

(d) a supply by way of sale of capital property of the
per son.

"subst anti al
alteration of
property"

« nmodi fication
sensible »

"substantial alteration of property” by a person, in respect of a
fiscal year of the person, neans

(a) manufacturing or producing, or engaging another
person to manufacture or produce, property (other than
capital property of the person) at any tine in the year
in the course of a business carried on by the person; or



(b) any processi ng undertaken by or for the person during
the year to bring property of the person to a state at
whi ch the property or the product of that processing is
finished inventory of the person, if

(1) t he person’ s per cent age val ue added
attributable to non-basic services in respect of
finished inventory of the person for the year
exceeds 10% and

(i1) the person’s percentage total value added in
respect of finished inventory of the person for the
year exceeds 20%

Val ue added
attributable to
non- basi ¢
services in
respect of

fini shed

i nventory

(2) A person’s percentage value added attributable to non-
basic services in respect of finished inventory of the person for
a fiscal year of the person is the anpbunt (expressed as a
per cent age) determ ned by the formul a

A B
wher e
A is the total of all anpbunts each of which

(a) is part of the total cost to the person of all
property that was finished inventory of the person
suppl i ed, or used as added property, by the person during
t he year, and

(b) is reasonably attributable to

(i) salary, wages or other renuneration paid or
payabl e to enpl oyees of the person, excluding any
anounts that are reasonably attributable to the
per f ormance of basic services, or

(i1) consideration paid or payable by the person to
engage other persons to perform processing,
excl udi ng any portion of such consideration that is
reasonably attributed by the other persons to
tangi bl e personal property supplied in connection



with that processing or that 1is reasonably
attributable to the performance of basic services,
and

B is the total cost to the person of the property.

Total val ue

added in

respect of

fini shed

i nventory

(3) The percentage total value added in respect of finished
inventory of a person for a fiscal year of the person is the anount
(expressed as a percentage) that would be determ ned for the year
by the forrmula in subsection (2) if the total for A in that
subsection did not exclude any anounts that are reasonably
attributable to the performance of basic services.

Val ue added
attributable to
non- basi ¢
services in
respect of

cust oners’
goods

(4) A person’s percentage value added attributable to non-
basi c services in respect of custoners’ goods for a fiscal year of
the person is the amount (expressed as a percentage) determ ned by
the formul a

Al (A + B)
wher e

A isthe total of all consideration, included in determningthe
incone from a business of the person for the year, for
supplies of services, or of added property, in respect of
custoners’ goods, other than the portion of such consideration
that is reasonably attributable to the performance of basic
services or to the provision of added property used in the
performance of basic services, and

B is the total of the base val ues of the custoners’ goods.

Tot al val ue
added in
respect of
cust oners’



goods

(5) A person’s percentage total value added in respect of
custoners’ goods for a fiscal year of the person is the percentage
t hat woul d be determ ned for the year by the fornmula in subsection
(4) if the total for A in that subsection did not exclude any
anounts that are reasonably attributable to the performance of
basic services or the provision of added property used in the
performance of basic services.

Non-arm s
| ength
transacti ons

(6) For the purpose of determning a particular person’s
export revenue percentage or an anount under any of subsections (2)
to (5) in respect of finished inventory of a particular person or
custoners’ goods in respect of a particular person, if a supply
between the particular person and another person with whon the
particular person is not dealing at arnmis length is made for no
consideration or for less than fair market value and any
consideration for the supply would be included in determ ning the
incone from a business of the particular person for a year, the
supply is deened to have been nade for consideration equal to fair
mar ket value and that consideration is deened to be included in
determ ning that incone.

Export
di stribution
centre
certificate

(7) The Mnister may, on the application of a person who is
regi stered under Subdivision d of Dvision V and who is engaged
exclusively in commercial activities, authorize the person to use,
begi nning on a particular day in a fiscal year of the person and
subject to such conditions as the Mnister may from tinme to tine
specify, a certificate (in this section referred to as an "export
distribution centre certificate") for the purposes of section 1.2
of Part V of Schedule VI and section 11 of Schedule VII, if it can
reasonably be expected that

(a) the person will not engage in the substantial alteration
of property in the year;

(b) either the person’s percentage val ue added attri butable to
non-basi c services i n respect of custoners’ goods for the year
wll not exceed 10% or the person’s percentage total val ue
added in respect of custonmers’ goods for the year will not
exceed 20% and



(c) the person’s export revenue percentage for the year wll
be at | east 90%

Appl i cation

(8) An application for an authorization to use an export
distribution centre certificate shall be nmade in prescribed form
containing prescribed information and be filed with the Mnister in
prescri bed manner.

Not i ce of
aut hori zati on

(9) If the Mnister authorizes a person to use an export
distribution centre certificate, the Mnister shall notify the
person in witing of the authorization, its effective date and its
expiry date and t he nunber assigned by the Mnister that identifies
the person or the authorization and that nust be di sclosed by the
person when providing the certificate for the purpose of section
1.2 of Part V of Schedule VI or when accounting for inported goods
in accordance with section 11 of Schedule VII.

Revocati on

(10) The Mnister may, after giving a person to whomr an
aut hori zati on has been granted under subsection (7) reasonable
witten notice, revoke the authorization, effective on a day in a
particul ar fiscal year of the person, if

(a) the person fails to conply with any condition attached to
the authorization or with any provision of this Part;

(b) it can reasonably be expected that

(i) one or both of the conditions described in paragraphs
(7)(a) and (b) would not be net if the fiscal year
referred to in those paragraphs were the particular
fiscal year, or

(1i) the person’s export revenue percentage for the
particular fiscal year will be | ess than 80% or

(c) the person has requested in witing that the authorization
be revoked as of that day.

mmmd_
revocati on

(11) Subject to subsection (10), an authorization granted to
a person under subsection (7) is deenmed to have been revoked,



effective inmmedi ately after a fiscal year of the person, if

(a) the person had engaged in the substantial alteration of
property in that year;

(b) the person’s percentage val ue added attri butable to non-
basic services in respect of custoners’ goods for the year
exceeds 10% and the person’s percentage total value added in
respect of custoners’ goods for the year exceeds 20% or

(c) the person’s export revenue percentage for the year is
| ess than 80%

Cessati on

(12) An aut hori zation granted under subsection (7) to a person
ceases to have effect immediately before the earlier of

(a) the day on which a revocation of the authorization becones
effective, and

(b) the day that is three years after the day on which the
aut hori zati on becane effective.

Appl i cati on
after
revocati on

(13) If an authorization granted to a person under subsection
(7) is revoked, effective on a particular day, the Mnister shal
not grant to the person anot her authorization under that subsection
t hat becones effective before

(a) if the authorization was revoked in circunstances
described in paragraph (10)(a), the day that is tw years
after the particular day; and

(b) in any other case, the first day of the second fiscal year
of the person beginning after the particul ar day.

(2) Subsection (1) is deenmed to have come into force on
January 1, 2001.

1997, c. 10, s.
77(1)

20. (1) Subsections 278.1(2) to (4) of the Act are repl aced by
the foll ow ng:

Filing of



return by
el ectronic
filing

(2) A person who is required to file with the Mnister a
return under this Part, and who neets the criteria specified in
witing by the Mnister for the purposes of this section, may file
the return by way of electronic filing.

1997, c. 10, s.
77(1)

(2) Subsection 278.1(5) of the Act is renunbered as subsection
278.1(3).

(3) Subsections (1) and (2) are deened to have conme into force
on Cctober 4, 2000.

1997, c. 10, s.
243(1)

21. (1) Section 2 of Part | of Schedule V to the Act is
repl aced by the follow ng:

2. Aparticular supply by way of sale of a residential conplex
or aninterest in aresidential conplex nmade by a particul ar person
who is not a builder of the complex or, if the conplex is a
multiple unit residential conplex, an addition to the conplex,
unl ess

(a) the particular person clained an input tax credit in
respect of the last acquisition by the person of the conpl ex
or in respect of an inprovenent to the conplex acquired,
inported or brought into a participating province by the
person after the conplex was | ast acquired by the person; or

(b) the recipient is registered under Subdivision d of
Division V of Part I X of the Act and

(i) the recipient made a taxable supply by way of sale
(in this paragraph referred to as the "prior supply") of
the conplex or interest to a person (in this paragraph
referred to as the "prior recipient”) who is the
particular person or, if the particular person is a
personal trust other than a testanentary trust, the
settlor of the trust or, in the case of a testanmentary
trust that arose as a result of the death of an
i ndi vi dual, the deceased i ndividual,

(ii) the prior supply is the last supply by way of sale



of the conplex or interest to the prior recipient,

(tii) the particular supply is not nade nore than one
year after the particular day that is the day on which
the prior recipient acquired the interest, or that is the
earlier of the day on which the prior recipient acquired
ownership of the conplex and the day on which the prior
reci pi ent acquired possession of the conplex, under the
agreenment for the prior supply,

(1v) the conpl ex has not been occupi ed by any indivi dual
as a pl ace of residence or |odging after the construction
or last substantial renovation of the conplex was
substantially conpl et ed,

(v) the particular supply is nmade pursuant to a right or
obligation of the recipient to purchase the conplex or
interest that is provided for under the agreenent for the
prior supply, and

(vi) the recipient makes an el ection under this section
jointly with the particular person in prescribed form
containing prescribed information and filed with the
Mnister with the recipient’s return in which the
recipient isrequiredto report the tax in respect of the
particul ar supply.

(2) Subsection (1) applies to supplies nmade after Cctober 4,
2000.

1997, c. 10, s.
90( 1)

22. (1) Paragraph 9(2)(a) of Part |I of Schedule V to the Act
is replaced by the follow ng:

(a) a supply of real property that is, imrediately before the
ti me ownership or possession of the property is transferredto
the recipient of the supply under the agreenent for the
supply, capital property used primrily

(i) in a business carried on by the individual or trust
with a reasonabl e expectation of profit, or

(ii) if the individual or trust is a registrant,

(A) in making taxabl e supplies of the real property
by way of | ease, licence or simlar arrangenent, or

(B) in any conbination of the uses described in



subpar agraph (i) and clause (A);

1997, c. 10, s.
90( 1)

(2) Subsection 9(2) of Part | of Schedule V to the Act is
anmended by striking out the word "or" at the end of paragraph (d)
and by repl acing paragraph (e) with the foll ow ng:

(e) a supply of a residential conplex or an interest in a
resi dential conplex; or

(f) a particular supply to a recipient who i s registered under
Subdi vision d of Division V of Part | X of the Act and who has
made an election under this paragraph jointly with the
i ndi vidual or trust in prescribed form containing prescribed
information and filed with the Mnister with the recipient’s
return in which the recipient isrequired toreport the tax in
respect of the supply, if

(i) the recipient made a taxable supply by way of sale
(in this paragraph referred to as the "prior supply") of
the real property to a person (in this paragraph referred
toas the "prior recipient”) who is the individual, trust
or settlor of the trust and that supply is the |ast
supply by way of sale of the real property to the prior
reci pi ent,

(1i) the particular day that is the earlier of the day on
whi ch, under the agreenent for the prior supply, the
prior recipient acquired ownership of the real property
and the day the prior recipient acquired possession of
the real property is not nore than one year before the
day the particular supply is made, and

(iii) the particular supply is nade pursuant to a right
or obligation of the recipient to purchase the real
property that is provided for under the agreenent for the
prior supply.

(3) Subsections (1) and (2) apply to supplies by way of sale
made after QOctober 4, 2000.

2000, c. 30, s.
113(1)

23. (1) The portion of the definition "practitioner” in
section 1 of Part Il of Schedule V to the Act before paragraph (b)
is replaced by the follow ng:



"practitioner”, in respect of a supply of optonetric, chiropractic,
physi ot her apy, chi r opodi c, podi atri c, ost eopat hi c,
audi ol ogi cal speech t her apy, occupat i onal t her apy,

psychol ogi cal or dietetic services, neans a person who

(a) practises the profession of optonetry, chiropractic,
physi ot her apy, chi r opody, podi atry, ost eopat hy,
audi ol ogy, speech therapy, occupat i onal t her apy,
psychol ogy or dietetics, as the case may be,

(2) Subsection (1) applies only to supplies nmade in 2001.

24. (1) Section 7 of Part Il of Schedule V to the Act is
amended by adding the follow ng after paragraph (Qg):

(h) speech therapy services;
(2) Subsection (1) applies only to supplies made in 2001.

1993, c. 27, s.
159(1); 1997,
c. 10, s. 99(1)

25. (1) Section 8 of Part IlIl of Schedule V to the Act is
repl aced by the follow ng:

8. A supply, other than a zero-rated supply, nade by a
government, a school authority, a vocational school, a public
coll ege or a university of a service of instructing individuals in,
or adm nistering exam nations in respect of, courses l|leading to
certificates, diplomas, licences or simlar docunents, or classes
or ratings in respect of licences, that attest to the conpetence of
individuals to practise or perform a trade or vocation, except
where the supplier has nade an election under this section in
prescri bed form containing prescribed information.

(2) Subsection (1) applies

(a) to supplies for which all of the consideration beconmes due
after Cctober 4, 2000 or is paid after that day w t hout havi ng
becone due; and

(b) to any supply for which consideration becones due or is
paid on or before that day if no amunt was charged or
coll ected as or on account of tax under Part | X of the Act in
respect of the supply on or before that day, except that, with
respect to that supply, section 8 of Part 111 of Schedule V to
the Act, as enacted by subsection (1), shall be read w thout
reference to the words "except where the supplier has made an
el ection under this section in prescribed form containing



prescribed information".

1997, c. 10, s.
102( 1)

26. (1) Paragraph 1(b) of Part V.1 of Schedule Vto the Act is
repl aced by the follow ng:

(b) property or a service where the supply is deened under
Part | X of the Act to have been made by the charity (other
than a supply that is deened to have been nmade under section
187 of the Act or that is deened only under section 136.1 of
the Act to have been nade);

1997, c. 10, s.
102( 1)

(2) Paragraph 1(c) of Part V.1 of Schedule V to the Act is
repl aced by the follow ng:

(c) particul ar personal property (other than property that was
acqui red, manufactured or produced by the charity for the
pur pose of making a supply by way of sale of the property and

property supplied by way of |ease, licence or simlar
arrangenent in conjunction with an exenpt supply by way of
| ease, licence or simlar arrangenment by the charity of real

property) where, inmmediately before the tinme tax would first
beconme payable in respect of the supply of the particular
property if it were a taxable supply, that property is used
(otherwi se than in maki ng the supply) in commercial activities
of the charity or, in the case of capital property, primarily
in such activities;

1997, c. 10, s.
102( 1)

(3) Paragraph 1(l) of Part V.1 of Schedule V to the Act is
repl aced by the follow ng:

(1) real property where the supply i s nade by way of sal e and,
i mredi ately before the tinme tax would first becone payable in
respect of the supply if it were a taxable supply, the
property is used (otherwse than in nmaking the supply)
primarily in commercial activities of the charity; or

(4) Subsection (1) applies to supplies that are deened to have
been nmade under section 136.1 of the Act for |ease intervals or
billing periods beginning on or after April 1, 1997.

(5) Subsections (2) and (3) apply to supplies for which



consi deration becones due after 1996 or is paid after 1996 w t hout
havi ng becone due but do not apply to any supply in respect of
whi ch an anmount was charged or collected as or on account of tax
under Part |1 X of the Act on or before Cctober 4, 2000.

(6) Were

(a) before 1997 a charity was using capital property of the
charity i n maki ng taxabl e supplies by way of | ease, |icence or
simlar arrangenent of real property, or of personal property
in conjunction with supplies of real property, that were
included in paragraph 2(f) or 25(f) or (h) of Part VI of
Schedule V to the Act as the Act then read, and

(b) because of the enactnent of section 1 of Part V.1 of that
Schedul e, as anended by subsections (2) and (3), the charity

(i) is considered to have, at a particular tinme, ceased
to use the capital property, or reduced the extent to
which the capital property is wused, in conmercial
activities of the charity, upon beginning to use the
property for the purpose of making the charity's first
exenpt supply by way of l|ease, licence or simlar
arrangement of real property, or of personal property in
conjunction with a supply of real property, included in
that section that would have been a taxable supply
included in any of the said paragraphs if Part VI of the
Schedul e had continued to apply to charities, and

(1i) is deenmed under subsection 200(2) or 206(4) or (5)
of the Act to have nmade, immediately before the
particular time, a supply of the capital property, or a
portion of it, and to have collected tax in respect of
t hat supply,

the charity is not required to include that tax in determ ning the
net tax for any reporting period of the charity and is deened, for
the purpose of determning the basic tax content (as defined in
subsection 123(1) of the Act) of the capital property, to have been
entitled to recover an anount equal to the tax as a rebate of tax
included in the description of Ain that definition.

1997, c. 10, s.
104(2)

27. (1) Paragraph 2(b) of Part VI of Schedule V to the Act is
repl aced by the follow ng:

(b) property or a service where the supply is deenmed under
Part | X of the Act to have been made by the institution (other



than a supply that is deenmed only under section 136.1 of the
Act to have been nade);

(2) Subsection (1) applies to supplies that are deened to have
been nade under section 136.1 of the Act for |ease intervals or
billing periods beginning on or after April 1, 1997.

1990, c. 45, s.
18

28. (1) Paragraph 25(b) of Part VI of Schedule Vto the Act is
repl aced by the follow ng:

(b) real property where the supply is deenmed under Part | X of
the Act to have been nade (ot her than a supply that is deened
only under section 136.1 of the Act to have been nade);

(2) Subsection (1) applies to supplies that are deened to have
been nmade under section 136.1 of the Act for lease intervals
begi nning on or after April 1, 1997.

2000, c. 30, s.
126( 2)

29. (1) Paragraph 1(e) of Part V of Schedule VI to the Act is
repl aced by the follow ng:

(e) the person mai ntains evidence satisfactory to the Mnister
of the exportation of the property by the recipient.

(2) Subsection (1) applies to supplies made after 2000.

30. (1) Part V of Schedule VI to the Act is anmended by addi ng
the follow ng after section 1:

1.1 Ataxable supply made by way of sale to a recipient (other
than a consuner) who is registered under Subdivision d of Division
V of Part | X of the Act of tangi ble personal property (other than
property that is an exci sable good or is a continuous transm ssion
comodity that is to be transported by or on behalf of the
reci pient by means of a wire, pipeline or other conduit), where

(a) the recipient provides the supplier with an export
certificate (wthin the neani ng of section 221.1 of the Act),
certifying that an authorization to use the certificate
granted to the recipient under that section is in effect at
the time the supply is nade, and di scl oses to the supplier the
nunber referred to in subsection 221.1(4) of the Act and the
expiry date of the authorization; and



(b) if an authorization granted by the Mnister to use the
certificate is not, in fact, in effect at the tinme the supply
is made or the recipient does not export the property in the
ci rcunst ances described in paragraphs 1(b) to (d), it is the
case that the supplier did not know and coul d not reasonably
be expected to have known, at or before the latest tine at
which tax in respect of the supply woul d have becone payabl e
if the supply were not a zero-rated supply, that the
authorization was not in effect at the tine the supply was
made or that the recipient would not so export the property.

1.2 A taxabl e supply nade by way of sale to a recipient who i s

regi stered under Subdivision d of Division V of Part | X of the Act
of property (other than property that is an excisable good or is a

conti

nuous transm ssion commodity that is to be transported by or

on behalf of the recipient by means of a wire, pipeline or other
conduit), where

t hat ,
pr ovi

(a) the recipient provides the supplier with an export
distributioncentre certificate (within the nmeani ng of section
273.1 of the Act), certifying that an authorization to use the
certificate granted to the recipient under that sectionis in
effect at the tine the supply is nade and that the property is
bei ng acquired for use or supply as donmestic inventory or as
added property of the recipient (as those expressions are
defined in that section), and discloses to the supplier the
nunber referred to in subsection 273.1(9) of the Act and the
expiry date of the authorization;

(b) the total anount, included in a single invoice or
agreenent, of the consideration for that supply and for all
ot her supplies, if any, that are nade to the recipient and are
otherwise included in this section is at |east $1000; and

(c) if an authorization granted by the Mnister to use the
certificate is not, in fact, in effect at the tinme the supply
is nmade or the recipient is not acquiring the property for use
or supply as donestic inventory or as added property (as those
expressions are defined in that section) in the course of
comercial activities of the recipient, it is the case that,
at or before the latest tinme at which tax in respect of the
supply would have becone payable if the supply were not a
zero-rated supply, the supplier did not know, and coul d not
reasonably be expected to have known, that the authorization
was not in effect at the tine the supply was nmade or that the
reci pient was not acquiring the property for that purpose.

(2) Subsection (1) applies to supplies nade after 2000 except
W th respect to any supply in respect of which the recipient
des an export certificate (wthin the nmeaning of section 221.1



of the Act) that is in effect at the tine the supply is nade but
was i ssued before January 1, 2001 and not renewed before the supply
is made, or was |ast renewed before January 1, 2001, paragraph
1.1(a) of Part V of Schedule VI to the Act, as enacted by
subsection (1), shall be read wi thout reference to the words "and
di scloses to the supplier the nunber referred to in subsection
221.1(4) of the Act and the expiry date of the authorization”

31. (1) Schedule VII to the Act is anmended by adding the
follow ng after section 5:

5.1 Goods that are inported solely for the purpose of
fulfilling an obligation under a warranty to repair or replace the
goods if defective, where replacenent goods are supplied for no
addi ti onal consideration, other than shipping and handl i ng char ges,
and exported wi t hout bei ng consuned or used i n Canada except to the
extent reasonably necessary or incidental to the transportation of
t he goods.

(2) Subsection (1) applies to goods inported after February
28, 2000.

32. (1) Schedule VIl to the Act is anmended by adding the
follow ng after section 8:

8.1 Particular goods that are inported at any tinme by a
regi strant to whomr has been issued an authorization under section
213.2 of the Act that is in effect at that tine and that are

(a) processed, distributed or stored in Canada and
subsequent |y exported w t hout bei ng consuned or used i n Canada
except to the extent reasonably necessary or incidental to the
transportati on of the goods,

(b) incorporated or transforned i nto, attached to, or conbi ned
or assenbled with, other goods that are processed in Canada
and subsequently exported w thout being consuned or used in
Canada except to the extent reasonably necessary or incidental
to the transportati on of those other goods, or

(c) materials (other than fuel, Ilubricants and plant
equi pnment) directly consunmed or expended in the processing in
Canada of ot her goods that are exported w t hout bei ng consuned
or used i n Canada except to the extent reasonably necessary or
incidental to the transportation of those other goods,

wher e

(d) the particular goods are inported solely for the purpose
of having services perforned that are supplied by the



regi strant to a non-resident person,

(e) throughout the period beginning at the tine the particul ar
goods are inported by the regi strant and ending at the tine of
the exportation of the particular goods or the products (in
this section referred to as the "processed products")
resulting from the processing referred to in whichever of
par agraphs (a) to (c) applies,

(1) neither the particular goods nor the processed
products are the property of a person resident in Canada,

(i1) the registrant does not have any proprietary
interest in the particular goods or the processed
products, and

(tii) the registrant is not closely related to any non-
resident person referred to in paragraph (d) or to any
non-resi dent person whose property are the particular
goods or the processed products,

(f) at notime during the period referred to i n paragraph (e)
does the registrant transfer physical possession of the
particul ar goods or the processed products to anot her person
in Canada except for the purpose of their storage, their
transportation to or from a place of storage or their
transportation in the course of being exported,

(g) the exportation of the particular goods or the processed
products, as the case may be, occurs within four years after
t he day on which the particul ar goods are accounted for under
section 32 of the Custons Act,

(h) at the tine of that accounting for the particul ar goods,
the registrant discloses, on the accounting docunent, the
nunber assigned to the regi strant under subsection 213.2(1) of
the Act, and

(1) the registrant has provided any security that is required
under section 213.1 of the Act.

8.2 For the purpose of section 8.1, "processing"” includes
adjusting, altering, assenbling or disassenbling, cleaning,
mai ntaining, repairing or servicing, inspecting or testing,
| abel I i ng, marki ng, taggi ng or ticketing, manufacturing, producing,
packi ng, unpacki ng or repacking, and packagi ng or repackagi ng.

8.3 For the purpose of section 8.1, a registrant and anot her
person are closely related to each other if they would be closely
rel ated under section 128 of the Act if the other person were a



regi strant resident in Canada.

(2) Subsection (1) is deenmed to have cone into force on March
1, 1992 and applies to goods inported on or after that day except
that, with respect to goods inported before February 29, 2000,
paragraph 8.1(a) of Schedule VII to the Act, as enacted by
subsection (1), shall be read without reference to the words
"distributed or stored".

33. (1) Schedule VIl to the Act is anmended by adding the
following after section 10:

11. A particular good that is an itenm of donmestic inventory,
added property or a custoner’s good (as those expressions are
defined in section 273.1 of the Act) inported at any tine by a
person who i s regi stered under Subdivision d of Division V of Part
| X of the Act and to whomr has been granted an authorization that is
in effect at that time to use an export distribution centre
certificate (wthin the nmeaning of that section), if

(a) when the particular good is accounted for under section 32
of the Custons Act, the person certifies that the
aut horization is in effect at that time and discloses the
nunmber referred to in subsection 273.1(9) of the Act and the
effective date and expiry date of the authorization; and

(b) the person has provided any security that is required
under section 213.1 of the Act.

(2) Subsection (1) applies to goods inported after 2000.



