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February 19, 2010 
 
Ms. Louise Levonian 
ADM, Tax Policy 
Finance Canada 
140 O'Connor Street 
Ottawa, ON K1A 0G5 
 

Dear Louise, 

I am writing on behalf of our members who are confused and concerned by recent notices 
and documents released by your department and the Canada Revenue Agency (CRA), 
most notably: 

• The December 14 Department of Finance News Release 2009-115 – Government of 
Canada Responds to Recent Court Decisions on the GST and Financial Services 

• The December 29 CRA Notice to Taxpayers and GST Registrants Updating Policy 

Statements P-119  (Trailer Commission Servicing Fees) and P-239 (Meaning of the 
Term "Arranging for" as Provided in the Definition of "Financial Service") 

• February 11  CRA Notice 250 – Proposed Changes to the Definition of Financial Service 
 

The combined effect of the pronouncements in these documents, together with 
information we have gleaned from conversations with your and CRA officials, raise 
many questions with respect to how various financial services fees and transactions are to 
be treated for GST/HST purposes, including: 

• Commissions applicable to buying and selling of financial instruments – such as stocks, 
mutual fund units, debt instruments, etc, across channels, e.g.: 

o Full service brokerage 
o Discount  brokerage 
o Trail commissions 

• Redemption fees paid by investors 
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We believe that our concerns are shared by a number of other financial service industry 
associations. 

The documents noted above are being characterized by your officials as ‘clarifications’ 
and by the CRA as clarification and policy changes.  Our analysis confirmed by third 
party tax experts indicate the documents, in fact,  reverse Finance’s policy direction as 
stated at the inception of the GST and confirmed since then through several court actions,  
published taxpayer and registration guidance, and enforcement actions conducted by the 
CRA. 

There is tremendous concern about the implications of the requirements proposed for a 
number of reasons: 

• No one anticipated the broad changes proposed that went well beyond the 
concerns for the government created by the court decisions that were at issue. 

 
• The documents released provide very little guidance as to what is expected of the 

industry and particularly those service providers who are supposedly impacted 
by the proposed changes.  Even after discussions with senior officials from both 
your department and the CRA, there is significant confusion as to how to apply 
the proposed changes and who is in fact impacted.  There is no draft legislation 
to draw from to allow taxpayers and GST/HST registrants to truly appreciate 
what is in scope. 

 
• The requirements are retroactive to December 14, 2009 without any regard to 

operational complexity this will cause, in addition to the lack of clarity noted 
above, especially difficult given that RRSP and TFSA season are almost over.   

 
• If they remain retroactive or even prospective before HST implementation, they 

will demand the same resources as those required to implement the HST, further 
confounding an already extremely difficult task a scant four months before the 
combined tax is to take effect. 

 
Most concerning, however, is that the changes constitute a significant policy change.  
During our consultations over the last several months, you have consistently indicated 
that policy changes to the GST regime will not be contemplated until after 
implementation of the newly harmonized regimes has occurred.  These announcements 
are a reversal of that position. 
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We recommend that the announcements be withdrawn and considered as part of a 
broader policy review that should be commenced immediately and, as we have done to 
date, we commit to working with you on this important endeavor.  

 

Yours sincerely, 
 
THE INVESTMENT FUNDS INSTITUTE OF CANADA 

 

 
By: Joanne De Laurentiis  
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