
 

 
 
May 12, 2010 
 
Mr. James Rajotte and Members  
Standing Committee on Finance 
c/o M. Jean-François Pagé 
Clerk of the Committee 
131 Queen Street, 6th Floor 
House of Commons 
Ottawa ON K1A 0A6 
Fax: (613) 947-9670 
E-mail: fina@parl.gc.ca 
 
Dear Mr. Rajotte and Members: 
 
Re:  Bill C-9 and Proposed Amendments to the Financial Service Definition 
 
I am writing on behalf of the members of The Investment Funds Institute of Canada (IFIC) 
regarding the proposed amendments to the definition of financial service in subsection 123(1) of 
the Excise Tax Act (Canada) as contained in section 55 of Bill C-9, the Jobs and Economic 
Growth Act.1  We understand that section 55 was referenced by a witness, Mike Firth of 
PriceWaterhouseCoopers, at the May 6, 2010 deliberations of the House of Commons Standing 
Committee on Finance on Bill C-9.  We believe we can provide some background that may assist 
Members of the Committee to understand why clarifications to section 55 would be helpful. 
 
On December 14, 2009, the Department of Finance issued News Release 2009-115 – 
“Government of Canada Responds to Recent Court Decisions on the GST on Financial 
Services.”  On February 11, 2010, the Canada Revenue Agency (CRA) issued GST/HST Notice 
250 – “Proposed Changes to the Definition of Financial Service”.  The combined effect of the 
pronouncements in these documents, together with information from conversations with Finance 
and CRA officials, raised questions with respect to how various financial service transactions 
were to be treated for GST/HST purposes.  For example, there were questions regarding whether 
the GST applied to sales commissions, switch fees, redemption costs, etc. related to buying and 
selling financial instruments, such as stocks, mutual fund units, debt instruments, etc. (whether 
through full-service brokerages, discount brokerages or dealers).  Concerns regarding this 
uncertainty were raised by a range of accounting firms and financial industry groups. 
 
To address the specific court cases of concern referred to in the December 14, 2009 release, 
subsection 55(3) of Bill C-9 would amend the definition of “financial service” in subsection 
123(1) of the Excise Tax Act by adding as taxable: 

 
(r.4) a service (other than a prescribed service) that is preparatory to the provision or the 

potential provision of a service referred to in any of paragraphs (a) to (i) and (l) [Note: 

                                                      
1 IFIC members are mutual fund companies, retail distributors and industry affiliates that make up Canada’s mutual 

fund industry.  Our industry helps manage and deliver $620 billion in investments – approaching a third of 
Canadians’ discretionary financial assets – to Canadians across the country. 
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which reference exempt services], or that is provided in conjunction with a service 
referred to in any of those paragraphs, and that is  
(i) a service of collecting, collating or providing information [e.g., could include 

account statements and providing tax slips], or 
(ii) a market research, product design, document preparation, document processing, 

customer assistance, promotional or advertising service or a similar service, … 
[emphasis added]. 

 
Subsection 55(4) of Bill C-9 would make an “asset management service” taxable, and includes in 
the definition of such a service: 
 

(b) providing research, analysis, advice or reports in respect of the assets or liabilities, 
... [emphasis added]. 

 
The effect of the proposed subsections is to make certain services, which historically have been 
GST-exempt under the existing financial services category, taxable.  Such a significant change is 
in the realm of a policy shift, and requires an appropriate and fulsome debate before proceeding. 
 
The Finance Minister’s March 26, 2010 statement, which indicated that there was no policy 
change and that the proposed amendments were not intended to lead to the imposition of new 
taxes, was welcome and very positive for savers and investors.  On the basis of the Finance 
Minister’s statement, we have asked the CRA to confirm in writing the long-standing and well-
understood historical understanding that the services performed by financial intermediaries that 
“arrange for” the issuance and distribution of financial instruments, such as mutual funds, are 
financial services for purposes of the GST and to revise and re-issue the February 2010 
GST/HST Notice 250 to reflect this understanding.  We are currently awaiting a response from 
the CRA. 

 
Department of Finance officials are aware of our concerns, and they have inserted a prescription 
mechanism in the proposed amendments in Bill C-9 to address the issue (see r.4 above).  The 
less ambiguous solution would be a clarification of the wording in section 55 of Bill C-9 to 
reflect the Minister’s stated intent, in addition to the re-issuance of Notice 250.  We encourage 
your Committee to make this recommendation in its report. 
 
If you require any elaboration, please do not hesitate to contact me at the co-ordinates above or 
Barb Amsden at bamsden@ific.ca, (416) 309-2323. 
 
Yours sincerely, 
 

 
 
Cc. Mr. Lalith Kottachchi (Department of Finance) 


