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Stated Price Net of Rebate — GST at 5%

This memorandum explains how to derive and apply a “rebate factor” to determine the consideration, the GST payable
and the GST new housing rebate amount in cases where a stated price for a single unit residential complex or a residential
condominium unit is GST included and net of the new housing rebate (i.e., stated price net of rebate). Two methods for

determining the amount of the consideration, the GST and the new housing rebate are provided: the calculation method
and the table method.

Note that the tables and formulas given in this memorandum apply only to the GST new housing rebate. They do not
apply to rebates of the federal component of the harmonized sales tax (HST) in the participating provinces (Nova Scotia,
New Brunswick, and Newfoundland and Labrador). For a discussion of housing rebates under the HST, see GST/HST
Memorandum 19.3.8, New Housing Rebates and the HST and Memorandum 19.3.8.1, New Housing Rebates and the HS'T at
13%.

Note This memorandum updates GST/HST Memorandum 19.3.1.1, dated August 2006 to reflect the proposed
reduction of the rate of the GST from 6% to 5%. For information reflecting the rate reduction from 7% to 6%,
which took effect July 1, 2006, refer to GST/HST Memorandum 19.3.1.1, Stated Price Net of Rebate dated
August 2006.

Disclaimer The information in this memorandum is provided for your reference and does not replace the law found in the
Excise Tax Act and its Regulations. It also reflects the amendments proposed by the Minister of Finance on
October 30, 2007and that are included in Bill C-28, the Budget and Economic Statement Implementation Act,
2007, which received second reading in the House of Commons on December 4, 2007. References to these
amendments should not be taken as a statement by the Canada Revenue Agency (CRA) that they will be
enacted in their current form.

As the information in this publication may not completely address your particular operation, you may wish to refer
to the proposed amendments, the Act or appropriate Regulation, or contact a CRA GST/HST Rulings Centre for
more information. These centres are listed in GST/HST Memorandum 1.2, Canada Revenue Agency GST/HST
Rulings Centres. If you wish to make a technical enquiry on the GST/HST by telephone, please call the toll-free
number 1-800-959-8287.

If you are located in Quebec, please contact Revenu Québec by calling the toll-free number 1-800-567-4692 for
additional information.
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Builder pays or credits the rebate amount to the purchaser

Builder pays or credits
s. 254 rebate

Deduction for rebate
ss 234(1)

Payment towards the
purchase

Meaning of “unit’

Meaning of “stated price”

Two ways to treat rebate

Credited against the
stated price

Stated price net of rebate

1. A purchaser of a new or substantially renovated single unit residential complex
or residential condominium unit may agree with the builder to have the builder pay or
credit the amount of the GST new housing rebate to the purchaser instead of the
purchaser applying to the CRA for the rebate. The calculations in this memorandum
refer to the new housing rebate determined under section 254, which is discussed in
GST/HST Memorandum 19.3.1, Rebate for Builder — Built Unit (Land Purchased). The
purchaser fills out the appropriate information on form GST190, GST/HST New
Housing Rebate Application for Houses Purchased from a Builder, signs the form and gives it to
the builder.

2. Where the purchaser qualifies for the rebate and the builder has paid or credited
the rebate to the purchaser, the builder forwards the completed application to the CRA
with the builder’s return for the reporting period during which the rebate was paid or
credited. The builder can then deduct the amount of the rebate as an adjustment when
calculating the net tax for that reporting period. See Memorandums 19.3, Rea/ Property
Rebates and 19.3.1, Rebate for Builder — Built Unit (Land Purchased) for details on qualifying
for and claiming a new housing rebate.

3. Where the builder pays or credits the amount of the new housing rebate to the
purchaser, the builder and the purchaser may agree to treat the amount of the rebate as
payment towards the purchase of the unit.

(Note that throughout this memorandum, “unit” is used as a common term for a “single
unit residential complex and a “residential condominium unit”. For new housing rebate
purposes, a single unit residential complex includes a detached house, a semi-detached
house, a duplex, a townhouse, a residential condominium unit, a floating home, or a
mobile home.)

4. The “stated price” of a unit is the amount the purchaser agrees to pay the
builder for the unit. For purposes of this memorandum, the stated price includes the
GST payable in respect of the unit.

5. There are two ways that the builder and the purchaser may agree to treat the
rebate in relation to the stated price for the unit.

(a) The first is for the builder and the purchaser to agree to that the builder will credit
the amount of the rebate against the stated price of the unit. For example, a unit sells
for a stated price of $210,000 (i.e., GST included). The rebate amount is $3,600
($210,000 X 5/105 X 36%). The builder credits the rebate amount against the
$210,000 and the purchaser pays the remaining $206,400. In this example, the
consideration payable for the unit is $200,000 ($210,000 less tax of $10,000).

(b) The second is for the builder and the purchaser to agree that the stated price for the
unit includes the tax payable and is net of the new housing rebate credited by the
builder. To calculate the rebate amount, the builder must first determine the tax
payable. To calculate the tax payable in this situation, the builder must determine the
value of the consideration for the purchase of the unit.




0. The remainder of this memorandum is concerned with this second situation and
explains how to calculate the value of the consideration payable for the purchase of a
unit, the tax payable and the amount of the rebate where the stated price for a unit
includes the tax payable and is net of the new housing rebate credited by the builder.
This situation is referred to as stated price net of rebate.

Value of consideration

Meaning of “consideration”

Calculation required

7. The “consideration” payable for the purchase of a unit is the amount to be paid
for the unit before any calculation of the tax payable and rebate entitlement in respect of
the purchase of the unit. If the builder and the purchaser agree to use a stated price net
of rebate for the unit, the rebate amount credited by the builder must be considered in
determining the value of the consideration payable for the unit upon which the tax is
payable.

8. Therefore, where a stated price net of rebate is used, a calculation must be made
to determine the value of the consideration payable for the unit. The value of the
consideration must be calculated before the tax payable can be determined. Similatly, the
tax payable must be calculated before the amount of the rebate can be determined.

Calculating the value of the consideration: the rebate factor

Rebate factor

Calculating the rebate
factor

Applying the rebate factor

9. The value of the consideration payable for a unit can be determined in those
cases where a stated price net of rebate is used by applying a “rebate factor”. The rebate
factor accounts for the fact that the stated price net of rebate reflects the rebate amount
credited by the builder. In most cases, the rebate factor is expressed as a percentage.

10. The rebate factor where the consideration payable for the unit is $350,000 or less
is calculated as follows:

Consideration for the purchase 100.00%

Plus: tax payable (GST) 5.00%

Tax-included price 105.00%

Less: GST rebate (36% of 5%) (1.80%)

Rebate factor 103.20%

The rebate factor can be expressed as 103.2% or 1.032.

11. The rebate factor calculated above can only be used where the stated price net of
rebate for a unit is $361,200 or less. See Case 2 in the Appendix for stated prices net of
rebate that exceed $361,200.

12. The rebate factor can be used in the following formula to determine the value of
the consideration payable for a unit:

Consideration = Stated price net of rebate + Rebate factor.




Example To determine the value of the consideration payable for a unit with a stated price net of rebate of $200,000, the
rebate factor is applied as follows:

Consideration = Stated price net of rebate + Rebate factor
=$200,000 + 103.2%
=$193,798.45

Once the value of the consideration is determined, the amount of the tax payable and the amount of the new
housing rebate may be determined as follows:

Tax payable = Consideration x 5%

=$193,798.45x 5%
= $9,689.92
New housing rebate = Tax payable x 36%
= $9,689.92 x 36%
= $3,488.37
Rebate factor changes 13. Where the value of the consideration payable for a unit exceeds $350,000, the
rebate factor changes. The different rebate factors are illustrated in the Appendix to this
memorandum.
Tables and formulas found 14, Tables listing the consideration, tax payable and the new housing rebate amounts
in Appendix for a range of stated prices net of rebate can be found in the Appendix to this

memorandum. The Appendix also provides formulas to calculate the value of the
consideration for stated prices net of rebate that are not listed in the tables.

Enquiries
If you wish to make a technical enquiry on the GST/HST by telephone, please call one of the following toll-free numbers:

1-800-959-8287 (English service)
1-800-959-8296 (French setvice)

General enquiries about the GST/HST should be directed to Business Enquities at one of the following toll-free numbers:

1-800-959-5525 (English setvice)
1-800-959-7775 (French setvice)

If you are located in Quebec, please call the following toll-free number:

1-800-567-4692 (Revenu Québec)

All of the memoranda in the GST/HST Memoranda Series are available on the CRA Web site at www.cra-
arc.oc.ca/menu/GTMS-e.html.




Appendix - Sample cases

Calculation method

Table method

Limitations

1. The following cases relate to stated prices net of the GST new housing rebate
under subsection 254(2) for units purchased from a builder together with the related
land. The cases present the price range for different rebate factors for stated prices net
of rebate. In each case, two methods are provided for determining the value of the
consideration payable for a unit from which the tax payable and the GST new housing
rebate may be determined.

2. The first method shown for each case is the calculation method. In each case,
the calculation method is based on a formula that uses the rebate factor to arrive at the
value of the consideration. To determine the appropriate formula that applies to a price
situation, locate the case that contains a price range in which the stated price net of
rebate for a unit falls. Applying the formula given to the stated price net of rebate of the
unit gives the value of the consideration payable for the purchase of the unit for GST
purposes. Once the value of the consideration has been determined, the tax payable and
the rebate amount can be calculated.

3. The second method is the table method. The table method reflects the results of
the calculations for a range of prices. The tables show the value of the consideration, the
tax payable and the rebate amount that result from a rebate factor being applied to a
particular price. Where a price is not found in a table, the “calculation method” may be
used to arrive at the value of the consideration, the tax payable and the rebate amount.

4. Note that these formulas, rebate factors and tables are not meant to replace the
legislation pertaining to GST new housing rebates. They are provided solely for
convenience to assist in calculating the value of the consideration, the tax payable and
the rebate amount.

5. Also note that the tables and formulas given in this Appendix apply to rebates of
GST only. They do not apply to rebates of the federal component of the HST in the
participating provinces. To calculate the value of the consideration, the tax payable and
the rebate amount when the stated price is net of the rebate of the federal component of
the HST, see Memorandum 19.3.8, New Housing Rebates and the HST and

Memorandum 19.3.8.1, New Housing Rebates and the HS'T at 13%.




Case 1: Stated price net of rebate of the unit is $361,200 or less
This case provides the calculation and the table where the stated price net of rebate is $361,200 or less.

Calculation method
Consideration = Stated price net of rebate + 1.032 (see paragraph 10)'
Tax payable = Consideration X 0.05 (or 5%)
GST new housing rebate = 36% of tax payable (to a maximum of $6,300)

Table method
Stated Price Net of Rebate Consideration GST Payable GST New Housing Rebate

$50,000 $48,449.61 $2,422.48 $872.09

$55,000 $53,294.57 $2,664.73 $959.30

$60,000 $58,139.53 $2,906.98 $1,046.51
$65,000 $62,984.50 $3,149.22 $1,133.72
$70,000 $67,829.46 $3,391.47 $1,220.93
$75,000 $72,674.42 $3,633.72 $1,308.14
$80,000 $77,519.38 $3,875.97 $1,395.35
$85,000 $82,364.34 $4,118.22 $1,482.56
$90,000 $87,209.30 $4,360.47 $1,569.77
$95,000 $92,054.26 $4,602.71 $1,656.98
$100,000 $96,899.22 $4,844.96 $1,744.19
$105,000 $101,744.19 $5,087.21 $1,831.40
$110,000 $106,589.15 $5,329.46 $1,918.60
$115,000 $111,434.11 $5,571.71 $2,005.81
$120,000 $116,279.07 $5,813.95 $2,093.02
$125,000 $121,124.03 $6,056.20 $2,180.23
$130,000 $125,968.99 $6,298.45 $2,267.44
$135,000 $130,813.95 $6,540.70 $2,354.65
$140,000 $135,658.91 $6,782.95 $2,441.86
$145,000 $140,503.88 $7,025.19 $2,529.07
$150,000 $145,348.84 $7,267.44 $2,616.28
$155,000 $150,193.80 $7,509.69 $2,703.49
$160,000 $155,038.76 $7,751.94 $2,790.70
$165,000 $159,883.72 $7,994.19 $2,877.91
$170,000 $164,728.68 $8,236.43 $2,965.12

' The formula to determine the value of the consideration for Case 1, where P is the stated price net of rebate and C is the value of
the consideration payable, was derived as follows:

P = C + tax payable — GST new housing rebate

P=C+ (5% x C)—(36% % (5% x C)

P =C +0.05C - (0.36 x 0.05C)

P=C+0.05C-0.018C

P=1.032C

C=P+1.032




Stated Price Net of Rebate Consideration GST Payable GST New Housing Rebate
$175,000 $169,573.64 $8,478.68 $3,052.33
$180,000 $174,418.60 $8,720.93 $3,139.53
$185,000 $179,263.57 $8,963.18 $3,226.74
$190,000 $184,108.53 $9,205.43 $3,313.95
$195,000 $188,953.49 $9,447.67 $3,401.16
$200,000 $193,798.45 $9,689.92 $3,488.37
$205,000 $198,643.41 $9,932.17 $3,575.58
$210,000 $203,488.37 $10,174.42 $3,662.79
$215,000 $208,333.33 $10,416.67 $3,750.00
$220,000 $213,178.29 $10,658.91 $3,837.21
$225,000 $218,023.26 $10,901.16 $3,924.42
$230,000 $222,868.22 $11,143.41 $4,011.63
$235,000 $227,713.18 $11,385.66 $4,098.84
$240,000 $232,558.14 $11,627.91 $4,186.05
$245,000 $237,403.10 $11,870.16 $4,273.26
$250,000 $242,248.06 $12,112.40 $4,360.47
$255,000 $247,093.02 $12,354.65 $4,447.67
$260,000 $251,937.98 $12,596.90 $4,534.88
$265,000 $256,782.95 $12,839.15 $4,622.09
$270,000 $261,627.91 $13,081.40 $4,709.30
$275,000 $266,472.87 $13,323.64 $4,796.51
$280,000 $271,317.83 $13,565.89 $4,883.72
$285,000 $276,162.79 $13,808.14 $4,970.93
$290,000 $281,007.75 $14,050.39 $5,058.14
$295,000 $285,852.71 $14,292.64 $5,145.35
$300,000 $290,697.67 $14,534.88 $5,232.56
$305,000 $295,542.64 $14,777.13 $5,319.77
$310,000 $300,387.60 $15,019.38 $5,406.98
$315,000 $305,232.56 $15,261.63 $5,494.19
$320,000 $310,077.52 $15,503.88 $5,581.40
$325,000 $314,922.48 $15,746.12 $5,668.60
$330,000 $319,767.44 $15,988.37 $5,755.81
$335,000 $324,612.40 $16,230.62 $5,843.02
$340,000 $329,457.36 $16,472.87 $5,930.23
$345,000 $334,302.32 $16,715.12 $6,017.44
$350,000 $339,147.29 $16,957.36 $6,104.65
$355,000 $343,992.25 $17,199.61 $6,191.86
$360,000 $348,837.21 $17,441.86 $6,279.07
$361,200 $350,000.00 $17,500.00 $6,300.00




Case 2: Stated price net of rebate of the unit is greater than $361,200 but less than or equal to
$472,500

This case provides the calculation and the table where the stated price net of rebate is greater than $361,200, but
less than or equal to $472,500. There is no calculation or table where the stated price (tax-included) is more than
$472,500 since there is no new housing rebate available.

Calculation method

Consideration = (Stated price net of rebate + $28,350) + 1.113°
Tax payable = Consideration X 0.05 (or 5%)

GST new housing rebate = $6,300 — (E X 0.063)
where E = the consideration in excess of §350,000 (Note: The rebate gradually decreases based on the consideration in

excess of $350,000.)
Table method
Stated Price Net of Rebate Consideration GST Payable GST New Housing Rebate

$365,000 $353,414.20 $17,670.71 $6,084.91
$370,000 $357,906.56 $17,895.33 $5,801.89
$375,000 $362,398.92 $18,119.95 $5,518.87
$380,000 $366,891.28 $18,344.56 $5,235.85
$385,000 $371,383.65 $18,569.18 $4,952.83
$390,000 $375,876.01 $18,793.80 $4,669.81
$395,000 $380,368.37 $19,018.42 $4,386.79
$400,000 $384,860.74 $19,243.04 $4,103.77
$405,000 $389,353.10 $19,467.65 $3,820.75
$410,000 $393,845.46 $19,692.27 $3,537.74
$415,000 $398,337.83 $19,916.89 $3,254.72
$420,000 $402,830.19 $20,141.51 $2,971.70
$425,000 $407,322.55 $20,366.13 $2,688.68
$430,000 $411,814.91 $20,590.75 $2,405.66
$435,000 $416,307.28 $20,815.36 $2,122.64
$440,000 $420,799.64 $21,039.98 $1,839.62
$445,000 $425,292.00 $21,264.60 $1,556.60
$450,000 $429,784.37 $21,489.22 $1,273.58
$455,000 $434,276.73 $21,713.84 $990.57

* The formula to determine the value of the consideration for Case 2, where P is the stated price net of rebate and C is the value of

the consideration, was derived as follows:

P = C + tax payable — GST new housing rebate

P = C + (5% x C) — {{($450,000 — C) + $100,000] x $6,300}

P =C +0.05C — {[$4.5 — (C + $100,000)] x $6,300}
P = 1.05C — $28,350 + ($6,300 x C + $100,000)

P = 1.05C — $28,350 + 0.063C
P =1.113C — $28,350

P +$28,350 = 1.113C

C = (P + $28,350) + 1.113




Stated Price Net of Rebate Consideration GST Payable GST New Housing Rebate
$460,000.00 $438,769.09 $21,938.45 $707.55
$465,000.00 $443,261.46 $22,163.07 $424.53
$470,000.00 $447,753.82 $22,387.69 $141.51
$472,500.00 $450,000.00 $22,500.00 $0.00




