
 
DELIVERED BY FACSMILE # 1-613-969-3568 

 

March 4, 2014 

 

Ms. Anne Newman 

Examiner 

Refund Integrity Program 

Canada Revenue Agency 

11 Station Street,  

Belleville, ON K8N 2S3 

 

Dear Ms. Newman 

 

Re:    1574354 Ontario Ltd. (“Mansions”)  

   Ontario RST Transitional Rebate 

BN:    88648 5507 RT0001 

My File No:   184.001 

 

This letter is in response to your letter dated January 23, 2014 where you proposed to 

disallow the Ontario RST Transitional New Housing Rebate (the “Rebate”) in its entirety.   

 

You have requested further submissions to support Mansions claim for the Rebate in 

respect of its development of a residential condominium complex called Mansions at 

George (the “Property”). 

 

Brief Background on Mansions 

 

Mansions is a developer of a multi-unit residential condominium complex called the 

Mansions at George in Cobourg, Ontario.  The site for the development was the Thomas 

Gillbard School, a former public school which was originally built in 1906 and 

designated as a heritage property.   
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Substantial Renovation began April 16, 2004 

 

Mansions purchased the Thomas Gillbard School in 2004 and began substantial 

renovations and redesign on April 16
th

, 2004.  The old school, at that time, was a two-

storey building with a basement.  The basement was excavated to create a third floor and 

the roof was removed and raised to create a fourth floor on the old building.  This 

building underwent substantial renovation.  An addition was added which was of the 

same height but has five floor of lower ceiling heights to conform to the Heritage nature 

of the building in the renowned  Historic Downtown area of Cobourg.  These additions 

included elevators, electrical rooms, garbage rooms and a north and south entrance with a 

grand foyer.   

 

Embedded RST 

 

The Harmonized Sales Tax (HST) came into force in Ontario on July 1, 2010.  At the 

time of harmonization, the Property had been under significant development for nearly 

six (6) years during which time Ontario’s Retail Sales Tax (RST) was paid on materials 

and other inputs.  As will be described below, the Property was substantial completed by 

July 1, 2010 and the closing of the sales of condo units in fact commenced a short time 

later in 2011.  These facts have been demonstrated to you in previous submissions and 

provided in the requisite RC7001-ON filed by Mansions. 

 

Ontario RST Transitional Rebate 

 

The Ontario RST Transitional New Housing Rebate was implemented to compensate 

builders in Ontario for the cost of the RST embedded in their materials during the course 

of development.  The amount of the RST that may be recovered by way of a rebate is 

determined, in part, on the percent completion of the project as of July 1, 2010.   
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The following chart summarizes those rebates:
1
 

 

 
 

Mansions – as a builder of a residential condominium complex – is entitled to claim the 

Ontario RST transitional new housing rebate in respect of the Property as it began 

substantial renovation of the Property prior to July 1, 2010 and made taxable supplies of 

those units after June 30, 2010 where the HST applied at 13% on the sale. 

 

The key question, however, is what percentage of the project was completed from April 

16
th

, 2004 to June 30
th

, 2010.   

 

Current Proposal 

 

Your position as stated in your letter dated January 23, 2014 is that Mansions did not 

substantially renovate the Property in those six years.  You base that conclusion on the 

fact that a comprehensive report prepared by two independent and reputable property 

valuators – Property Valuators Consulting Inc. and J.E. Doubt Associates Inc. – were 

prepared on April 18
th

, 2011 and April 21
st
, 2011, respectively, and not July 1, 2010. 

 

You stated that since those reported were not prepared precisely on July 1, 2010 that 

Mansions did not provide evidence that it substantially renovated the Property at all from 

April 14, 2004 to July 1, 2010 and, as such, you have proposed to deny the entire Rebate. 

 

This position is wholly untenable. 

 

                                                 
1
  As produced in the CRA’s GST/HST Info Sheet, “Harmonized Sales tax: Provincial Transitional New 

Housing Rebates for Housing in Ontario and British Columbia”. 
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CRA’s Administrative Policy 

 

I would first direct your attention to the CRA’s own administrative policy on determining 

the method for determine the percentage completion of a development project for 

purposes of the Rebate: 

 

“This percentage of completion must be determined to calculate the 

provincial transitional new housing rebate … and must be done in a fair 

and reasonable manner.” (emphasis added).
 2

 

 

The CRA goes on to list six methods that it views as both fair and reasonable: 

 

1. Capital and operating costs 

2. Interior floor space 

3. Total floor space 

4. Fair market value 

5. Progress billings 

6. Certified report 

All six are tools made available to the administrators at the CRA to arrive at a fair and 

reasonable determination as to the percentage of work completed on a particular 

development project. The method adopted is then used to arrive at the proper amount of 

RST that was embedded in the costs incurred by the respective taxpayer prior to 

harmonization. 

 

Excise Tax Act and Regulations: the Law 

 

There is no requirement in law that any one of these methods be used nor is there a 

requirement that a report be completed on July 1, 2010 to substantiate the Rebate.  The 

Rebate is provided to a taxpayer pursuant to section 256.21 of the Excise Tax Act and, in 

particular, section 57 of the New Harmonized Value-Added Tax System Regulations, No. 

2 (the “Regulations”). The base requirement for the Rebate is that the condominium 

complex began before July 1, 2010 and was 10% or more complete on July 1, 2010 in 

order to receive a Rebate.
 3

  This requirement has certainly been met. 

                                                 
2
 GST/HST Info Sheet, “How to Determine the Percentage of Completion for Purposes of the Provincial 

Transitional New Housing Rebates and the Transitional Tax Adjustment in Ontario and British Columbia” 
3
 Paragraph 57(1)(e) of the Regulation; Supra, Note 1 at page 9. 
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There is no explicit requirement for a report to be completed on July 1, 2010.  What is 

required is a determination of RST paid prior to July 1, 2010 and to arrive at that amount 

the Minister has set out methods that may be used.     

 

The methods noted by the CRA are provided to assist and “can be used to determine the 

percentage of completion”
4
.  What is most important is that the determination is made in 

a fair and reasonable manner. 

 

Interior Floor Space Method 

 

Mansions used the interior floor space method to arrive at the percentage completion of 

the Property.  This was a fair and reasonable method as certified by the Minister.   

As noted above, and as indicated in the plans/designs submitted for your consideration, 

the interior floor space of the Property consisted of the condo units and the common 

areas.  Each was separately calculated and tabulated.   

 

The detailed appraisals closely reviewed the completion of the project and accurately 

noted the various elements. The reports were completed less than 10 months from July 1, 

2010.  The entire project spanned more than seven years and substantially all was 

completed prior to July 1, 2010. 

 

To put this into perspective, the Property was being substantially renovated from April 

16
th

, 2004 to the time that units were first conveyed to the purchasers, which was 

September 2011.  In terms of a timeline, as you can clearly appreciate, the Property was 

under significant development for more than six (6) years when July 1, 2010 approached.  

Less than 10 months later, condo units were sold to third parties.  There was only minor 

work completed from July 1, 2010 to April 2011, the date of the reports.  In substance, 

the project was substantially renovated and nearly completed as of July 1, 2010. 

 

It is our position that a fair and reasonable appreciate is to review the submissions and 

supporting materials with a view to the timeline and the practical implications.  The 

appraisal reports are very detailed and professionally completed.  They each contain 

significant details about the project inclusive of layouts, designs, cost implications, and 

percent completion.   

                                                 
4
 Ibid., page 6. 
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You propose that no Rebate is available.  In our view, and that of the CRA, the proper 

approach to adopt in determining the percentage complete of a project on July 1, 2010 is 

one which is fair and reasonable.  Mansions requests that this matter be reviewed in light 

of all the facts and materials disclosed to arrive at a fair and reasonable result. 

 

Please refer to the chart noted above, as it is our position that the Property was more than 

90% complete on July 1, 2010.  In the alternative, and in light of the submissions and 

other considerations, the Property was at a minimum 75% complete on July 1, 2010.  To 

suggest otherwise would be neither fair nor reasonable and a gross misapplication of the 

law. 

 

Your attention to this matter is greatly appreciated.  Please contact me should you have 

any questions. 

 

Yours very truly, 

 
Bobby B. Solhi, J.D. 

Partner 

TaxChambers LLP 

 


