	



TO:	University Community

FROM:	Suzanne Radey
	Acting Executive Director, Financial Services

RE:	Harmonized Sales Tax (HST) – General Overview

DATE:	March 31, 2010


Beginning July 1, 2010, the Ontario Provincial Sales Tax (PST) of 8% will no longer exist but will be combined with the federal Goods and Services Tax (GST) of 5% for a new HST rate of 13%.

The new HST will result in a combination of additional costs and savings due to the following:

                                          Additional Costs:
· an expansion of the current tax base to include services which had previously been exempt from provincial tax (e.g. legal & consulting services),
· elimination of the PST exemption for research equipment,
· elimination of the PST exemption for the labour component of supply and install construction contracts

Additional Savings:
· a rebate of 78% on the provincial portion of the HST (i.e. 78% rebate on 8% paid), resulting in a net cost of 1.76% on this portion.

Note that the current 67% rebate will continue on the federal portion of the HST (i.e. 67% rebate on 5% paid).  The current net cost of this tax is 1.65%.  Therefore, the combined cost of both taxes (net of rebates) will be 1.76% + 1.65% = 3.41%.

The impact of the HST has been estimated by Ontario universities.  In a recent analysis the following observations about how HST will impact university budgets were noted:

· The operating fund will experience savings and while the amount will depend upon  the size and mix of expenditures, estimates range from 1% to 1.5% of total taxable expenditure base (i.e. non salary costs).
· The ancillary funds will experience relatively small savings.
· Research grants will generally experience increases in non-salary costs of 1.76%.  Where most expenses were PST exempt under the present system, all new purchases will now be subject to the new provincial portion of 8% of HST.
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· There will be an increased tax burden on all capital budgets and projects (created by the inclusion of labour in supply and install contracts, as a taxable item in the cost of a project).         

To assist in the transitional and implementation issues, Financial and Administrative Services have established a “coordinating” committee that is reviewing the following major areas:

· IT system changes (rebate and assessment)
· Purchasing Issues
· Payments Issues
· Capital Expenditures
· Research Expenditures
· Taxable Sales & Ancillary Revenues

The members of the coordinating committee have been collecting government resources and other information, attending workshops and webinars hosted by tax experts and working with colleagues from other universities in Ontario to understand the implications to universities.

The coordinating committee’s task over the next several months is to:
		
· identify issues in each of the major areas of focus
· provide information and educational material for various departments and units
· be the key contacts to assist in responding to detailed questions that may require assistance from tax experts
· provide training workshops for specialized issues and areas of common interest
· identify opportunities in timing purchases to minimize tax implications during the transitional and beginning stages
· identify issues in existing and new contracts with external vendors that may require special negotiations or notations.

             The members of the HST Coordinating Committee are:

· Ray Coutu, Director of Risk Management and Purchasing – lead on purchasing and contract issues (operating, research, ancillaries and capital)
· André Whissell, Assistant to the Director of Accounting and Budgets – lead on system changes along with IT for assessment and rebate changes and the impact on taxable sales and ancillary revenues and capital issues
· Carole Chaput, Manager, Research Accounting and Payables – lead on research purchasing issues and accounts payable issues
· Suzanne Radey, Director, Accounting and Budgets
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Further information will be forthcoming, but in the interim, please do not hesitate to contact any member of the HST Coordinating Committee if you have any questions or would like any resource information.
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