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GST ON PURCHASE OF RECREATIONAL REAL ESTATE

Goods and Services Tax (“GST”) isunfortunately afact of lifein Canada and the happy prospect of purchasing recreationa
real estate in British Columbia requires consideration of GST.

GST isdesigned to be paid by the end user of the goods or services that are being purchased. In the case of recreational real
estate, the end user is either the purchaser who is buying the property for personal use, or the renter who rents the property
fromthe purchaser on anightly or short termbasis.

A purchaser who buys avacant ot or a newly constructed home or strata unit (a“ Property”) for the purposes of personal use
isrequired to pay GST equal to 7% of the purchase price.

A purchaser who buys arecreational Property with the intention of renting it out to nightly or short term renters may be able
to defer paying GST by obtaining a GST number prior to completing the purchase. The determining factors are the type of
Property and thety pe of purchaser:

Partnerships (e.g. ahusband and wife as joint owners), companies and trusts can defer GST.

Single individuals purchasing a used Property can usually defer GST.

Single individuals purchasing a Property that isfractionally titled (e.g. quarter interest), or that is a hotel type unit that
restricts the purchaser’s persona use, can defer GST.

Single individuals purchasing a Property from a builder without restrictions on the purchaser’s personal use will usually
be required to pay GST. Single individuals may wish to discuss with their accountant/lawyer alternate forms of
ownership and their inplications.
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A single purchaser who has paid GST can apply to CCRA for arefund at the end of the first year of ownership if the Property
was available for rental as outlined below.

Onceregistered for GST the purchaser is entitled to claim credits and obtain refunds for GST that has been paid on property
expenses such as legal fees, strata management fees, property management fees, etc.

At the end of thefirst year of ownership, the purchaser rrust file a tax return with Canada Customs & Revenue Agency
(“CCRA"). If the Property has been available for rent at least 90% of the time (i.e., personal use did not exceed 36.5 days), the
GST will continue to be deferred.

If the purchaser’s personal use of the Property exceeds 50% in the first year (i.e. it was available for rent less than 18 days in
the year), GST will be pay able on its then current market value. If personal use was between 10% and 50% the purchaser will
be required to pay GST in proportion to that personal use.

Even if GST isdeferred at the time of the purchase and is not payable after the first year because of its 90% availability for
rent, it may be payable at alater date if thereisachangein use. For instance if the Property is used as arental property for
the first three years of ownership and in the fourth year the owner decides that he will stop renting the Property, CCRA will
consider thisto be achangein use which attracts GST. GST would be payable at the end of the fourth year on the then
current merket value of the Property. If GST is deferred on the original purchase and is never subsequently paid, upon a
resale of the Property the second owner rmust be registered for GST if the second owner isto defer paying GST.

More detailed information on GST is available on the CCRA web site at www.ccra-adrc.ge.ca.

We would be pleased to facilitate your registration for GST. Hease contact us by phone or email.
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