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Certain general partners (GPs) may have GST/HST liabilities for past management services. 
This results from the release of a new CRA bulletin on the proposed GST/HST changes 
announced on September 8, 2017. While many GPs of investment limited partnerships (ILPs) 
will already be affected by the proposed GST/HST changes, some GPs may also be affected by 
comments in CRA’s new guidance on how the existing law applies for earlier reporting periods 
(i.e. pre-September 8, 2017). The new administrative guidance provides details on how the 
proposed rules apply as of September 8, 2017 and also comments on how the existing 
GST/HST law applied to management or administrative services provided by a GP to an ILP 
before the September 8, 2017 changes.  

According to CRA’s new guidance, a GP of a limited partnership, including an ILP, may have 
been required to collect and remit GST/HST based on the fair market value (FMV) of services 
provided before September 8, 2017 under the existing GST/HST rules for partnerships. As a 
result, a GP of a limited partnership should carefully review the relevant partnership agreement 
to determine if the GP provided any service to the limited partnership otherwise than as a 
member of the partnership in the course of the partnership’s activities. If so, the GP would be 
considered to have provided services to the partnership. 

In its new guidance on the proposed GST/HST rules for GPs and ILPs, the CRA also discusses 
the FMV deeming rules that determine the consideration for GP services under the proposed 
legislation and indicates that the basis for calculation of GST/HST may differ from the cash 
amount of periodic GP distributions. 

Background 
Finance proposed new rules to require GPs that provide management or administrative 
services to ILPs to collect GST/HST on the FMV of such services, effective September 8, 
2017. This draft legislation, which was released in 2017, was later amended by the 2018 
federal budget to clarify that the proposed measures applied to services rendered after 
September 7, 2017 (instead of to payments made after that date). 
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In general, the proposed rules for ILPs deem GPs that provide management or 
administrative services to ILPs to have made those supplies, otherwise than in the course of 
the partnership’s activities, effective September 8, 2017. These rules override the deeming 
provisions under the existing partnership rules. In addition, the proposals provide various 
deeming rules and criteria, including how to determine the value of services and when tax 
becomes payable. 

A particular partner does not generally collect GST/HST from a partnership since, under the 
existing partnership rules, anything done by a partner as a member of a partnership is 
generally deemed to be done by the partnership in the course of the partnership’s activities, 
and not by the partner. However, a partner that supplies property or services to the 
partnership otherwise than in the course of the partnership’s activities is generally deemed to 
have made the supply at the FMV of the supply at the time when the supply is made, and 
must collect GST/HST. (Other rules apply if the partnership acquires the property or services 
in the course of its commercial activities.) Prior to September 8, 2017, GPs that provided 
management or administrative services to ILPs had to determine which of the existing 
partnership rules applied to these particular supplies. 

For details, see TaxNewsFlash-Canada 2018-07, “2018 Federal Budget — Focus on FIs” 
and TaxNewsFlash-Canada 2018-17 “General Partners of ILPs – Remit GST by March 31”.  

 
GPs may have GST/HST liabilities for prior reporting periods  

In its new guidance, the CRA notes that GPs that provided management or administrative 
services to limited partnerships, including ILPs, prior to September 8, 2017, “may” have 
rendered management or administrative services “otherwise than in the course of the 
partnership’s activities”. The CRA provides some simplified examples and concludes that, in 
those scenarios, a GP of an ILP was effectively required to collect GST/HST on such services 
rendered prior to September 8, 2017. As a result, the CRA advises that some GPs may need to 
amend their GST/HST returns for prior periods, in order to account for GST/HST that they were 
required to collect.  

KPMG observations 
In light of the CRA’s new comments, GPs should review their partnership agreements, 
assess the facts and determine whether the CRA’s guidance may apply in their 
circumstances. 

 
CRA addresses other issues in new guidance 

The CRA’s new guidance provides an overview of the proposed rules for ILPs and GPs as well 
as various examples. The CRA provides details on: 

• How the SLFI rules will be expanded to apply to ILPs that qualify as SLFIs and the related 
special attribution method (SAM) formula for SLFIs  

• How to determine whether an ILP qualifies as a SLFI 

• The definition of “investment limited partnership” (including examples illustrating whether 
certain limited partnerships, including those that indirectly hold real property, qualify as 
ILPs) 

https://assets.kpmg.com/content/dam/kpmg/ca/pdf/tnf/2018/ca-2018-federal-budget-focus-on-fis.pdf
https://assets.kpmg.com/content/dam/kpmg/ca/pdf/tnf/2018/ca-general-partners-of-ilps-remit-gst-by-march-31.pdf
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• The election available to ILPs to be considered as an investment plan as of January 1, 
2018 (instead of January 1, 2019) and how to make that election 

• The transitional rules announced in the 2018 federal budget’s legislative proposals 

• The GST/HST registration of ILPs and the compliance elections available for ILPs and their 
managers 

• Examples of how the existing rules for partnerships and the proposed rules for ILPs affect 
the GP’s collection and remittance GST/HST obligations on and after September 8, 2017, 
as well as before that date.   

The CRA indicates that, generally, ILPs and their managers will not be able to elect to make a 
tax adjustment transfer election (TATE) retroactively (e.g., as of January 1, 2018) due to the 
effect of the election on the GPs’ and ILPs’ GST/HST returns. 

KPMG observations 
Now that the CRA has released details on the ILP election process, ILPs should start to 
consider whether they should elect to be investment plans for 2018, and whether they should 
register for GST/HST. With information sharing deadlines coming up in fall 2018 followed by 
filing obligations in 2019, ILPs should take this opportunity to understand how the proposed 
rules will affect their 2018 fiscal year and get their GST/HST affairs in order.  

Although the new guidance clarifies certain aspects of the rules, some questions remain. For 
example, the CRA does not specify how the proposed GST/HST rules apply to a “carried 
interest” of the GPs or how to determine the FMV of the management or administrative 
services. However, the CRA does provide one example where, in addition to monthly 
payments calculated based on assets under management, the GP is also entitled to an 
annual performance-based payment. In that example, the CRA notes that the monthly 
payment may not reflect the FMV of the services for that specific period and that the annual 
payment may affect the FMV of the services rendered on a monthly basis.  

Practically, where an ILP makes annual payments to the GP based on the performance of 
the ILP’s investments, it may not be possible to determine these amounts until the ILP’s 
year-end.  The new guidance does not provide details on how to address these practical 
considerations in the context of applying the FMV deeming rules. 

While the CRA does discuss the registration process and timing for ILPs in the new 
guidance, it does not address whether GPs can register retroactively to September 8, 2017.  

 
We can help 

KPMG can help you determine how the proposed GST/HST rules for GPs and ILPs may affect 
your business and keep you abreast of the progress of these proposals as they make their way 
into law. We can also assist you with your indirect tax compliance obligations, including the 
GST/HST and/or QST returns. In addition, we can help identify areas where you may be able to 
manage certain tax costs and any elections that should be considered. 

KPMG's Financial Institutions Indirect Tax Compliance Centre has a team of multidisciplinary 
professionals who specialize in indirect tax compliance requirements for the financial services 
sector. 
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