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Canadian and non-resident businesses should undertake regular reviews to ensure that
they are meeting all of their indirect tax obligations. In addition to filing their regular indirect
tax returns, including GST/HST, QST and provincial sales tax (PST) returns, affected
businesses must also follow the latest developments and prepare for upcoming tax
changes. This publication provides an overview of significant developments and upcoming
requirements to help affected businesses take proactive steps to manage their indirect tax
compliance obligations, risks and unrecoverable tax costs.

In addition to reviewing their ongoing obligations, businesses should be aware that they
may face increased audit queries as the tax authorities continue to ramp up their audit
activities. As a result, businesses should ensure they have all necessary documents to
respond promptly to potential audit queries and thus meet all their audit timelines to help
limit issues included in any reassessments.

Upcoming deadlines and obligations
This edition of TaxNewsFlash-Canada summarizes important considerations for many
businesses.

Steel importers
e Prepare a remission request for imported steel

e Get ready for a 25% tariff on steel-derivative products effective December 26,
2025
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o Prepare for lower steel tariff rate quota levels effective December 26, 2025
All importers
e File reports on supply chains and labour by May 31, 2026
Digital platform operators
e Start collecting Manitoba RST on cloud computing services on January 1, 2026
e File Part XX information returns with the CRA by January 31, 2026
e Prepare QST annual information returns due June 30, 2026
e File B.C. PST annual information returns by August 31, 2026
Employers

e Calculate GST/HST and QST obligations related to pension plans by December
31

e File rebate claims for CPP and El overpayments by December 31, 2025
Financial institutions

e File annual GST/HST and QST returns by June 30, 2026

e Get details from investors by December 31, 2025
Qualifying financial institutions

e File ITC elections by July 5, 2026
Insurers

e Prepare for the upcoming Québec tax rate change on insurance premiums
effective January 1, 2027

Businesses with cross-border insurance coverage

e Remit 10% federal tax on cross-border insurance premiums by April 30, 2026

Steel importers

Prepare a remission request for imported steel
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Businesses that import certain U.S. steel products may need to file their own specific
company remission request in light of the end of the current temporary remission on
January 31, 2026. Affected businesses should consider preparing their own remission
request to the Department of Finance under guidance issued on March 4, 2025. Finance
may retroactively approve and apply a remission request.

Get ready for a 25% tariff on steel-derivative products effective December 26, 2025

Importers should prepare for higher costs in light of the new Canadian 25% tariff on imports
of certain steel-derivative products from all countries that begins on December 26, 2025.
This tariff applies to a list of specific steel-derivative products, including wind towers,
prefabricated buildings, fasteners and wires. Canada has said that it may periodically
update this list of affected products to reflect changes in market conditions.

Prepare for lower steel tariff rate quota levels effective December 26, 2025

Importers of steel must evaluate potential increased tariff costs following Canada’s
announcement that it will lower tariff rate quota levels for certain steel products on
December 26, 2025. Volumes above quota levels could attract a 50% duty rate. Canada is
reducing the tariff rate quota levels as follows:

e Steel products from non-free trade agreement partners — Decreased to 20% of
2024 levels (from 50%)

e Steel products from non-CUSMA partners with which Canada has a free trade
agreement — Decreased to 75% of 2024 levels (from 100%).

Note that the United States and Mexico are exempt from this requirement under the
CUSMA. Canada has advised that over-quota volumes continue to face a 50% surtax.

For details on measures affecting steel importers, see TaxNewsFlash-Canada 2025-48,
“Steel Importers — Prepare Remission Requests Now”.

All importers
File reports on supply chains and labour by May 31, 2026

Canadian and foreign businesses that import goods into Canada and that meet certain
asset or revenue thresholds must report annually information on their supply chains and
labour to Public Safety Canada no later than May 31, 2026, among other compliance
obligations. Specifically, these importers are required to provide details including steps they
have taken to help prevent and reduce the risk of forced labour through their supply chains.

Digital platform operators

Start collecting Manitoba RST on cloud computing services on January 1, 2026
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Providers of cloud computing services must start collecting Manitoba’s Retail Sales Tax
(RST) on cloud computing services effective January 1, 2026. This change, which was
announced in Manitoba’s 2025 budget, requires providers to collect and remit RST on
certain newly taxable cloud computing services including services identified in provincial
guidance such as Software as a Service (SaaS), Platform as a Services (PaaS) and
Infrastructure as a Service (laaS). The province has also clarified that affected providers
may have to pay or self-assess RST on computer hardware, software and services that
they use either in their operations, or in providing their services, unless these items are
exempt from RST.

File Part XX information returns with the CRA by January 31, 2026

Qualifying digital platform operators must file reports with the CRA by January 31, 2026
under Part XX of the Income Tax Act. To meet this annual reporting obligation, affected
operators must collect data from their sellers, confirm the reliability of the data and file the
required reports. Affected platform operators should remember that, while the CRA offered
a temporary interest and penalty relief until July 31, 2025 to operators that had missed the
filing deadline for their first information returns for 2024 calendar year returns, this relief is
no longer available and 2025 calendar year returns must be filed by January 31, 2026.

In light of these new annual income tax filing obligations, the CRA is not requiring platform
operators to file GST/HST annual information returns for platform operators until further
notice. This requirement for platform operators was originally announced in 2021.

Prepare QST annual information returns due by June 30, 2026

Many distribution platform operators and accommodation platform operators are required
to file a QST annual information return with Revenu Québec no later than June 30, 2026.

Note that the CRA is not requiring operators that collect and remit GST/HST on certain
taxable sales to file GST/HST annual information returns for platform operators until further
notice. This requirement was originally announced in 2021. Operators should continue to
monitor for any CRA announcement related to this filing relief.

File B.C. PST annual information returns by August 31, 2026

Many online marketplace facilitators must file an annual information return no later than
August 31, 2026 for British Columbia’s provincial sales tax (PST) for the period from July 1,
2025 to June 30, 2026. This annual information return must contain specific details,
including information on supplies made using their platforms, as required under the PST
rules. Online marketplace facilitators that do not file the annual information return may face
penalties.

Employers

Calculate GST/HST and QST obligations related to pension plans by December 31,
2025
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Many employers that offer registered pension plans to their employees must meet
extensive GST/HST and QST compliance obligations by December 31, 2025. Affected
employers that have monthly GST/HST and QST reporting periods with a December 31
year-end, are required to remit amounts of GST/HST (and, if applicable, QST) related to
pension plan rules by January 31, 2026. To avoid costly tax errors, employers should
carefully review how the complex GST/HST and QST pension plan rules apply to their
specific circumstances, which also extend to master trusts in pension plan structures.

Additionally, certain employers and master trusts must also determine if they may be
affected by draft legislation that changes certain tax calculations and filing obligations. For
more information on draft legislation that may affect your business please contact your
KPMG adviser.

File rebate claims for CPP and El overpayments by December 31, 2025

Eligible employers that have overpaid contributions of Canada Pension Plan (CPP) in 2021
or Employment Insurance (El) premiums in 2022 must file a refund application by
December 31, 2025. For example, an employer may have overpaid contributions and
premiums on amounts that were not subject to CPP or EI.

Businesses that have made such remittances, or have made payments on amounts that
exceed the maximum insurable earnings or pensionable earnings, may be eligible to claim
a refund if they file refund applications within specific time limits (i.e., no later than four
years from the end of the year in which the CPP overpayment was made, and no later than
three years from the end of the year in which the El overpayment was made).

Financial Institutions
Financial Institutions — File annual GST/HST and QST returns by June 30, 2026

Many financial institutions, and other businesses deemed to be financial institutions, with a
December 31 year-end must file annual GST/HST and QST returns by June 30, 2026.
Under the GST/HST rules, some affected entities will have to file one annual return, while
others may have to file two returns. Similarly, financial institutions with different year-ends,
such as banks with an October 31 year-end, have different filing deadlines for these
returns.

Generally, an affected financial institution (or a business that is deemed to be a financial
institution) with annual income of more than $2 million must file the annual GST/HST
information return no later than six months after their year-end. As a result, an affected
financial institution with a December 31 year-end must file form GST111, "Financial
Institution GST/HST Annual Information Return", or the combined form RC7291,
"GST/HST and QST Annual Information Return for Selected Listed Financial Institutions"
by June 30, 2026 for its 2025 fiscal year, unless an exception applies.

Note that some businesses are deemed to be financial institutions, and also have to file the
annual GST/HST information return within six months after their year-end. A business may
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be a deemed financial institution for GST/HST purposes if the business has more than $1
million of income from financial types of services, like interest, fees or other charges
generated from lending money, money advances, granting credit or credit card operations.

Financial institutions that qualify as selected listed financial institutions (SLFIs) may have to
file two annual returns under the GST/HST and QST rules. In addition to the annual
GST/HST information return, SLFIs are generally also required to file the annual GST/HST
and QST final return for SLFIs no later than six months after their year-end. As a result,
SLFIs that have a December 31 year-end must file the annual GST/HST and QST final
return for their 2025 fiscal year by June 30, 2026. In general, a financial institution qualifies
as a SLFI if it has a permanent establishment in an HST province and in another province
for GST/HST purposes, or in Québec and in another province for QST purposes.

Based on their facts and SLFI status, certain financial institutions may have to file specific
separate QST forms based on the QST rules.

KPMG observations

Financial institutions should determine whether there may be changes to their 2025 filing
obligations and their SLFI status based on GST/HST proposals included in draft
legislation released on August 15, 2025, August 12, 2024, August 4, 2023 and August 9,
2022. These proposals include certain changes to specific SLFI rules, including new
rules to determine the SLFI status of certain entities and the calculations of certain
adjustments.

Distributed investment plans — Get details from investors by December 31, 2025

Distributed investment plans must annually collect specific details from many investors to
update their systems and file their GST/HST and QST returns. Plans that do not have the
required information by December 31, 2025, may have to allocate some of their investors’
data to the highest rate HST-participating provinces, which may translate to higher indirect
tax costs.

In general, affected distributed investment plans request these details by October 15 every
year. However, these plans may need to follow up with investors who do not provide the
requested data before the end of the year.

For details, see TaxNewsFlash-Canada 2025-39, “Investment Plans & Investors — Meet
Upcoming Deadlines”.

Qualifying financial institutions
File ITC election by July 5, 2026

Financial institutions with a December 31 year-end that qualify as "qualifying institutions"
under the GST/HST rules have until July 5, 2026, to elect to renew or change their input
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tax credit (ITC) allocation methods for 2027. Making this election may help reduce
unrecoverable GST/HST and QST costs.

Insurers

Prepare for the upcoming Québec tax rate change on insurance premiums effective
January 1, 2027

Insurers should review their systems and processes to ensure they are ready to start
collecting the new tax rate of 9.975% (increased from 9%) on insurance premiums in
Québec paid on or after January 1, 2027. Québec passed related legislation in 2025 to
increase the tax rate on insurance premiums paid after December 31, 2026.

Businesses with cross-border insurance coverage
Review 10% federal tax obligations on cross-border insurance premiums

Businesses may be required to self-assess and remit a 10% federal tax by April 30, 2026
where they purchased insurance coverage from insurers outside Canada in 2025, or had
insurance coverage from a global insurance policy that was acquired by an affiliated
company in 2025 from insurers outside Canada. Businesses may also have to remit PST
and insurance premium taxes throughout the year if they have insurance coverage
purchased from insurers that are not registered or licensed in certain provinces where they
operate. As a reminder, insurance purchased from insurers over electronic distribution
platforms may also be subject to these taxes.

We can help

Your KPMG adviser can help you manage the impact of these and other recent indirect tax
changes and upcoming deadlines that may affect your business. We can also help you
determine how indirect tax rules in other jurisdictions apply to your business, and assist
you in managing your related compliance obligations and in ensuring that you are not
missing refund opportunities. For details, contact your KPMG adviser.
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