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On November 14, 2012, Quebec’s Minister of Finance and the Economy, Nicolas Marceau, 

tabled Bill 5.1 The bill amends the Act respecting the Québec sales tax (Act) to harmonize the 

Quebec Sales Tax (QST) system with the Goods and Services Tax (GST) system (to occur on 

January 1, 2013, and other dates as noted). 

 

Bill 5 includes only rules that are to be harmonized with federal provisions that have been 

enacted or promulgated. Other rules, such as those pertaining to Selected Listed Financial 

Institutions (SLFIs), still in draft form, will not be introduced until after their enactment or 

adoption at the federal level. 

 

Technical amendments had already been announced in the May 31, 2012, Information 

Bulletin 2012-4. 

 

General principles 
The general principles of QST harmonization are as follows: 

 Unlike the Harmonized Sales Tax (HST), the QST remains a separate tax levied under 

legislation other than the Excise Tax Act (ETA). 

 The main change is that supplies of financial services will become exempt starting 

in 2013. 

 The QST rate will increase from 9.5% to 9.975% but will apply on the consideration 

excluding GST. Therefore, the effective rate remains the same. 

 The Quebec and federal governments will lose their entitlement to an exemption on their 

purchases (except as noted below), starting April 1, 2013. 

 Registration and reporting rules will be harmonized. 

 In general, Revenu Québec will continue to administer the GST for Quebec businesses or 

branches and the QST for all registrants. For SLFIs, however, the Canada Revenue 

Agency (CRA) will administer both taxes. 
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Special rules for the financial 
sector 
The ETA includes several provisions that are specific 

to the financial sector, because the supply of 

financial services is generally exempt. As expected, 

equivalent rules will be added to the Act. These 

include: 

 The definition of the term “financial 

institution,” including deemed financial 

institutions (under paragraphs 149(1)(b) and 

149(1)(c) of the ETA). 

 Deeming rules allowing for:  

 recovery of input tax refunds (ITRs) for the 

QST payable on purchases attributable to 

supplies of financial services relating to 

commercial activities; and 

 ITR claims for certain holding companies 

and takeovers, 

similar to sections 185 and 186 of the ETA, 

respectively. 

 More detailed rules that harmonize ITR 

allocation methods. In particular, an election to 

use a prescribed rate, and the approval or the 

requirement to use another attribution method 

for GST, will also apply for QST purposes.  

 The zero-rating of the supply of certain financial 

services to non-residents of Canada, in line with 

GST/HST zero-rating provisions. 

 Change-of-use rules, with adjustments to factor 

in the QST payable before 2013. 

 The requirement to make an election for 

operations within a closely related group if an 

election under section 150 of the ETA is in 

effect. 

 Special rules for ITR claims relating to 

performance bonds. 

 All special rules for pension plans, including the 

33% rebate. Transitional rules will apply for 

supplies deemed to be made in 2013, if an actual 

supply was also made in 2012. 

 The requirement to file an information return 

(similar to the GST 111 form), with penalties 

being levied in cases of non-compliance. 

Selected Listed Financial 
Institutions (SLFIs) 
Quebec chose to introduce the SLFI concept in the 

Act. Given that the QST is not a separate component 

of the federal tax, rules had to be adapted to be 

conceptually harmonized.  

 

The most important rules in Bill 5 follow: 

 The SLFI definition will be similar to that in the 

ETA, once all regulations have been 

promulgated. 

 With certain exceptions, a SLFI: 

 is not directly subject to self-assessment 

rules; and  

 cannot claim an ITR. 

 Pension plan rules are to be harmonized to 

federal SLFI rules. 

 The special attribution method (SAM) is 

introduced in the Act, with the QST accounted 

for under “F” of the SAM formula. For SAM 

purposes, if the year end is not December 31, the 

prorating will be based on the number of days 

for 2013. 

 Each SLFI is required to register, and any SLFI 

that does not register will be deemed to be a 

registrant. 

 

As stated above, we must wait for federal regulations 

to be promulgated to get corresponding QST 

Regulations under the Act. Until then, this could 

make it difficult for a SLFI to comply with both 

the QST requirements under the Act and the 

GST/HST SLFI requirements under the ETA. 

 

Transition rules for financial 
services 
The main transitional rules in Bill 5 for the financial 

sector are the following: 

 If a QST amount becomes “payable” after 2012, 

for a supply acquired before 2013, special rules 

apply for purposes of Chapter V, Title I of the 

Act (which includes ITR claims), except for 

section 210 (cancellation of registration). These 

rules deem the property or service to have been 

acquired other than in the course of a 
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commercial activity (i.e., no ITR is allowed) if it 

was acquired for the supply of a financial service 

that is not zero-rated under the new rules 

(zero-rated supplies to non-residents of Canada 

and certain transactions relating to precious 

metals). 

 The new status as an “exempt supply” for 

financial services applies for any supply made 

after 2012. 

 Under change-of-use rules, no net amount of 

QST is to be remitted for real property and 

capital assets on hand on December 31, 2012, in 

spite of the increase in use in exempt activities 

starting in 2013. 

 With certain exceptions, the new rebate rate for 

pension plans applies for any QST “payable” 

after 2012. 

 Otherwise, general rules will apply based on 

when the tax is “payable” and the intended use 

in a commercial or exempt activity. 

 

Other changes 
Other important changes are included in Bill 5: 

 The QST rate increases for any tax “payable” 

after 2012, except for certain construction 

contracts or sales of immoveables subject to the 

old 7.5% or 8.5% rates. 

 Factor rates are modified in the Act starting in 

2013 to be adjusted to the new tax rate. 

Formulas for new housing rebates are also 

modified. 

 The provision equivalent to section 144 of the 

ETA (supply before customs clearance deemed 

to be made outside Canada) is now in 

section 23.1 of the Act, deeming the same 

supplies to be made outside Quebec. 

 Even though governments will pay QST, 

supplies between mandataries of the Quebec 

government will be deemed not to be supplies 

and therefore not subject to QST. 

 If a registrant uses a cash register that cannot 

accommodate three decimals, a 9.97% QST rate 

or 14.97% combined GST/QST rate will be 

permitted. 

 Changes affect the definition and exemptions 

under the “direct cost” rules. 

 The definition of “closely related group” in 

section 330 of the Act now refers to a resident of 

Canada. 

 The QST refund granted to the Quebec 

government and its mandataries is provided for 

in Section 399.1 of the Act. The payment and 

recovery will apply for any QST “payable” 

after March 2013. 

 Registration rules for non-residents are 

harmonized with rules under the ETA. 

 

Need more help? 
For more information, please contact any of the 

individuals listed on the next page. 
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Calgary  
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  dan.weland@ca.pwc.com com 
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  lloyd.w.mcmaster@ca.pwc.com 
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  sophie-lyne.pare@ca.pwc.com  

Mel Thurlow 514 205 5001 
  mel.thurlow@ca.pwc.com 

Ottawa 

Dean Strudwick 613 755 5950 
  dean.j.strudwick@ca.pwc.com 

Québec City 

Patrick Lacombe 418 691 2455 
  patrick.lacombe@ca.pwc.com 

Southwestern Ontario 

Zen Nimeck 519 985 8917 
  zen.nimeck@ca.pwc.com 

Toronto 

Audrey Diamant 416 687 8933 
  audrey.j.diamant@ca.pwc.com 

Mike Firth 416 869 8718 
  michael.p.firth@ca.pwc.com 

Eric Paton 416 869 2878 
  eric.paton@ca.pwc.com 

Vancouver 

Shawna Hansen 604 806 7110 
  shawna.e.hansen@ca.pwc.com 

Zaheer Jamal 604 806 7221 
  zaheer.jamal@ca.pwc.com 

Tax News Network (TNN) provides subscribers with 
Canadian and international information, insight and 
analysis to support well-informed tax and business 
decisions. Try it today at www.ca.taxnews.com 
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