
GST/HST Refresher – Revisiting the Basics 
 
While the GST/HST program has been in place for over 20 years, there have been many changes since its 
inception. The purpose of this article is to provide a refresher on some of the more common pitfalls and 
misunderstandings surrounding the imposition of the tax and claiming Input Tax Credits (herein “ITCs”). 
 
The Story of Ron Smith 
 
The following fictitious story outlines some of the more common issues and misunderstandings that arise 
and can become quite costly: 
 
Ron Smith, owner of both ABC Sales Inc. (herein “ABC”) and XYZ Consulting Ltd. (herein “XYZ”), 
was meeting with his internal bookkeeper, Bob. ABC and XYZ are both sister companies, have sales in 
excess of $30,000, and are both registered for GST/HST. The purpose of the meeting was to go over some 
bookkeeping matters as Bob recently replaced the previous bookkeeper who retired last week. 
 
Bob’s first question related to an invoice from an outside supplier that was paid by ABC. “Well Ron, we 
have an invoice that was issued to XYZ, but they didn’t have any money in the bank, so I issued the 
cheque from ABC’s bank account. I guess that ABC should claim the HST Input Tax Credit as they paid 
the invoice?” Ron agreed, “That makes sense. Between the two companies, it’s really all the same, 
right???” 
 
Bob then went on to ask about a rent charge. “Ron, I know you lease a portion of your personal shop to 
ABC so they can warehouse some inventory. Do you record HST on the monthly rent you personally 
charge to ABC?” Ron replied “No, there is no HST on that rent as the annual rent charges are below 
$30,000. I’m a small supplier, aren’t I???” 
 
Bob moved on to his last question. “As I noted before, XYZ is a bit short on cash this month and I know 
XYZ is supposed to invoice ABC for some services purchased by ABC. Since the net HST is a wash 
between both companies, why don’t we save XYZ from remitting HST to the government by just not 
charging HST on the invoice issued by XYZ?” Ron thought about it and agreed “Why not??? I mean, 
why issue a cheque to the government in one company, and cash a government cheque in the other? In the 
long run, we’re actually helping the government save money!” 
 
 
Review of the Common Pitfalls & Errors 
 
Claiming ITCs – Not the Recipient 
 
Where an individual runs multiple businesses, whether incorporated or otherwise, it may be common to 
have the business with available cash (ABC) pay an invoice for services received by a sister business 
(XYZ). While ABC paid the invoice, they are not able to claim the related ITC as they were not the 
recipient of the supply. The ITC should be claimed by XYZ. Similarly, the expense itself would also be 
recorded by XYZ. 
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Another example of this issue occurs when an individual purchases a supply on behalf of their business. If 
the business operates under a different legal name than the individual, the business may not be able to 
claim the related ITC. 
 
It is very important that the entity claiming the ITC be the actual recipient of the supply and that the 
supporting documentation (i.e. invoice) is consistent. If this is not the case, the Canada Revenue Agency 
may deny the ITCs inappropriately claimed by the wrong business. While the actual recipient may then 
apply to receive the denied ITCs, the ITC may have expired at that point. This would result in a cost to 
the business. 
 
Small Supplier Rules – Shared Limit 
 
The “small supplier” rules are often misunderstood. Most business owners understand that where taxable 
supplies are less than $30,000, they are not required to register for GST/HST. While this is a common 
rule of thumb, the actual rules are more complex. A common misunderstanding is that business owners 
fail to recognize that this small supplier limit is actually shared between all associated businesses. For 
example, if an individual runs two separate businesses via two corporations, then all three entities (the 
individual and the two corporations) share the same $30,000 limit.  
 
A common issue arises when an individual charges rent to one of its corporations for the corporation’s 
use of personal property (e.g. a barn or shop). In the case above, Ron thinks that he does not have collect 
GST/HST on the rent charged to ABC as he is below the small supplier threshold. However, all of Ron, 
ABC and XYZ share this limit. In this case, Ron would be required to register, collect and remit 
GST/HST on the rent charged to ABC. 
 
Charging GST/HST Within Corporate Groups 
 
When two or more corporations (who are registered for GST/HST) are owned by the same individual, any 
invoices for services between the corporations should include GST/HST. While the net result for the 
corporate group may be $nil, current legislation requires this approach. 
 
There is an election that can be filed to allow parent and qualifying subsidiary corporations to stop 
charging GST/HST on invoices for supplies between the corporations. However, this election does not 
apply to sister corporations owned by the same individual. 
 
As noted in the case above, ABC and XYZ are sister companies. As such, XYZ is required to collect and 
remit GST/HST for the services provided to ABC. 
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Responsibility for Collection & Remitting GST/HST – A Warning! 
 
Generally, the business providing the taxable supply is required to collect and remit the GST/HST. The 
responsibly to remit any GST/HST is not subject to a limitation of time (i.e. the liability never expires). 
This responsibility even applies to situations where the business should have collected GST/HST, but did 
not receive any cash or other consideration.  
 
Where the business is incorporated, the liability to collect and remit GST/HST may also rest with the 
directors(s) of the corporation. This is commonly referred to as “director’s liability” and may apply up to 
two years after a director resigns from the Board. 
 
In contrast to the above, the ability to claim ITCs or other GST/HST credits / rebates expires after a 
certain amount of time passes. As such, it is very important to maintain good records and report all 
transactions even though the net impact (GST/HST collected less the ITCs) is $nil. 
 
 
Summary 
 
The above is simply a summary of some of the basics surrounding GST/HST and some common pitfalls. 
The legislation related to GST/HST is quite complex and can easily lead to costly misunderstandings. It is 
prudent to regularly review how GST/HST is being accounted for in your business to ensure that the 
process is correct. For any transaction, you should consider the following: 
 

- What is being supplied?    -    How is it supplied (sale, lease, license)? 
- Was the property used prior to sale?  -    Where did the supply occur? 
- What is the consideration?   -    Who is the recipient? 

 
 
If you are unsure of the GST/HST implications of a certain transaction or have other questions regarding 
GST/HST, please feel free to contact us with your concerns.  
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