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The Ontario government announced in its March 26,
2009 budget, that it will adopt a single sales tax system
effective July 1, 2010. This new system will combine the
5% Federal Goods and Services Tax (GST) and the 8%
Ontario Retail Sales Tax (PST) to create a 13%
Harmonized Sales Tax (HST). The HST will be
administered by the Canada Revenue Agency and will
substantially follow the GST regime, with a few key
differences.

One of the purposes of the HST is
to remove the hidden tax as well
as lower administrative costs.

The HST uses a value-added tax structure that will allow
most businesses to claim input tax credits (ITC) on the
13% HST paid. This is unlike the PST which applies to
many purchases made by a business and is not
refunded, leaving the PST embedded in the price of the
finished goods and services as a sunk cost to the
business. One of the purposes of the HST is to take
away the hidden tax as well as lower administrative costs
incurred by businesses.

With the introduction of the HST, consumers will be faced
with a broader tax base than what they were subject to
with the PST. For example, currently most professional
fees, personal care fees, and real property contracts are
all subject to GST of 5% and are not subject to PST.
These will now be taxed at the HST rate of 13%. A
comparison chart is reproduced at the end of this
document to assist in identifying products and services
that are currently not taxable under PST, but will be
under the HST.

To help consumers offset the additional cost of the HST,
the Ontario government has announced several
measures to assist Ontario residents. These include:

= A 1% cut to the personal income tax rate on the first
$36,848 of taxable income

= |Introduction of an Ontario Sales Tax credit for low
income taxpayers of up to $260 per individual

= Point of Sales Rebates

= Sales Tax Transition payments
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Ontario Sales Tax Credit

This new credit replaces the current sales tax credit and
will be paid quarterly, starting in July 2010 to individuals
with net income less than $20,000 and families with net
income of less than $25,000. This new credit will be up
to a maximum of $260 per adult and child. For example,
a single parent with one child making less than $25,000
would receive $520. This credit will be reduced by 4% of
net income over the thresholds. It will be eliminated for
single people with net income over $26,500 and families
with net income over $31,500.

Point of sales rebates will be

available on:

= Children’s clothing and footwear

= Children’s car seats and car booster seats

= Diapers

= Feminine hygiene products

= Books (including audio books), newspapers, bulletins
= Prepared food purchased under $4 in value

Transition Payments

One time transition payments totaling $300 for single
people and $1,000 for families will be available to Ontario
tax filers who are 18 and over. These payments will be
made to single people with net income under $80,000
and families with net income under $160,000. This
benefit will be reduced by 5% of income over the
thresholds. The transition payments will be made as
follows:

Single Individual Families

Payment Maximum Phase-out Maximum Phase-out

Month Benefit Range Benefit Range
June 2010 $100 ggg'ggg o 330 g}gg'ggg to
December $80,000 to $160,000 to

2010 9190 gg5'000 $335  $166.000
June 2011 $100 ggg'ggg 0 4335 ﬁ]gg'ggg to
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Comparison Chart

Type of Good / Service PST HST Effect
Admissions Non-taxable Taxable Increased cost
Admissions under $4 Exempt Taxable Increased cost
Advertising Services Non-taxable Taxable Increased cost
Cleaning Services Non-taxable Taxable Increased cost
Commercial Rent Exempt Taxable Increased cost
Commissions Non-taxable Taxable Increased cost
Custom Software Exempt Taxable Increased cost
Dry Cleaning Non-taxable Taxable Increased cost
Gas for Automobiles Non-taxable Taxable Increased cost
Goods for Resale & Raw Materials Exempt Taxable Increased cost
Basic Groceries Exempt Exempt No change
Internet Access Non-taxable Taxable Increased cost
Magazines (Conditions Apply) Exempt Taxable Increased cost
Manufacturing Equipment Exempt Taxable Increased cost
Membership Fees (Fitness, Golf, Etc.) Non-taxable Taxable Increased cost
Mortgage Interest Exempt Exempt No change
New Homes Exempt Taxable Increased cost
Newspapers Non-taxable Taxable with POS* rebate No change
Personal Services (Haircuts) Non-taxable Taxable Increased cost
Prepared Food - restaurants Taxable Taxable No change
Prepared Food - restaurants - under $4 Exempt Taxable with POS* rebate No change
Professional Fees - legal, accounting, consulting Non-taxable Taxable Increased cost
Real Property Contracts Non-taxable Taxable Increased cost
Residential Rent Exempt Exempt No change
Safety Clothing Exempt Taxable Increased cost
Seminars / Conferences Non-taxable Taxable Increased cost
Shoes under $30 Exempt Taxable Increased cost
Soft Drinks and Snacks Taxable Taxable No change
Taxi, Limousine Non-taxable Taxable Increased cost
Telephone Taxable Taxable No change
Utilities - gas, hydro, fuel, cable Non-taxable Taxable Increased cost

*POS: Point of sale
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About Collins Barrow

Collins Barrow is committed to the highest level of integrity, quality and professionalism and provides clients with
solutions in the area of Audit, Tax and Transaction Services.

Collins Barrow is Canada’s largest association of Chartered Accounting firms and the eighth largest group of chartered
accountants in Canada. Known as Canada’s mid-market alternative for audit, tax and advisory solutions, we have
developed a reputation for being a real choice for quality and value added financial advice due to the depth and breadth of
in-house skills, customized offerings, commitment to excellence in customer service and our global reach. Our unmatched
service and deep financial offerings make Collins Barrow the right choice for maximizing shareholder value.

We serve companies at all stages of their development from large publicly traded companies to emerging and owner
managed businesses. Our clients come from a cross section of industries including: Private Equity, Manufacturing,
Industrial, Wholesale, Retail and Distribution, Professional Services, Financial Services, Real Estate and Land
Development, Hospitality and Entertainment, Technology and Communications, Energy and Mining, Biotech and Not for
Profit. Our understanding and firsthand experience in the trends that are impacting these industries continues to prove that
our professionals are well positioned to offer valued and effective solutions.

Our global reach extends beyond the more than 40 offices in Canada into 110 countries worldwide through Baker Tilly
International, the eighth largest accountancy and business advisory network in the world. Together, we offer clients an
established platform and access to the highest quality resources for audit, tax and transaction support in the global market
place.

Independent, responsive and trusted. We are the true national alternative. Collins Barrow, Clarity Defined.

For more detailed information on the implications of the Harmonization of the PST with the GST for your business, contact
a partner at your local Collins Barrow office or visit us at www.collinsbarrow.com.
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Sudbury Chelmsford Sturgeon Falls North Bay

1174 St. Jerome Street 48 Main Street East 12006 Hwy 17 East 630 Cassells St.

Sudbury, Ontario P3A 2V9 Chelmsford, Ontario POM 1LO Unit# 7 North Bay, Ontario P1B 4A2

T: 705.560.5592 / F: 705.560.8832 T: 705.855.9024 / F: 705.855.3693 Sturgeon Falls, Ontario P2B 3K8 T: 705.494.9336 / F: 705.494.8783
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Each Collins Barrow office is independently owned and operated. The Collins Barrow trademarks are owned by Collins Barrow National Cooperative Incorporated and are used under license.



