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When Ontario changed its 
tax system from collecting 
PST and GST to collecting 
HST, the changes were felt 
in many goods and services. 
Residential Housing was 
also aff ected. HST applies to 
residential real estate trans-
actions in some cases and 
not in others. This article 
is a brief overview of some 
of those rules. For specific 
information on HST and its 
applicability, see the Canada 
Revenue Agency’s bulletins 
on their website. 

Residential Resales

For resale homes of purely 
residential purposes, HST 
does not apply. In the Agree-
ment of Purchase and Sale, 
the HST clause will state that 
the HST is “included in” the 
purchase price. However, 
if the property was used as 
partially commercial and 
partially residential, HST 
would apply on the percent-
age of the property that was 
used for commercial pur-
poses. 

Vacant Land

HST does not apply to 
vacant land sales when the 
seller used the property for 
personal use. For example, 
the seller had bought the 
property several years earlier 
with the intention of build-
ing a home, but did not fol-
low through on the original 
intention. Now the seller is 
not interested in building on 
the property and sells it. HST 
would not apply in this case. 

New Construction 
Homes

HST rules about new con-
struction homes are a lit-
t le  more complex .  HST 
applies on all new construc-
tion homes. However, the 
provincial and federal gov-
ernments provide a rebate 
towards the HST.  Large 
builders factor both the HST 
and the HST rebate into the 
purchase price of the home. 

When a buyer purchases 
a home from a builder at a 
purchase price of $400,000, 
that 400,000 purchase price 
includes both the HST and 
the HST rebate. 

In order to qualify for the 
rebate automatically with 
the builder, the home must 
be the primary residence of 
the purchaser or the primary 
residence of a blood-relative 
such as a parent, sibling, or 
child. However, not all fam-
ily relations will qualify as a 
blood relative. For example, 
the automatic rebate will not 
apply if the home is used as 
the primary residence of a 
cousin. 

If the purchaser is using 
the property as an invest-
ment property and will be 
renting the property to a 
third party, the purchaser 
will not qualify for the rebate 
automatically. Instead, the 
purchaser will have to pay 
the full amount of the HST 
on closing. Because the 
rebate was already calcu-
lated into the original pur-
chase price, the purchaser 
will have to pay the equiva-
lent of the rebate amount in 
addition to the agreed pur-
chase price to the builder on 
closing. Th en, when the pur-
chaser has a signed one-year 
lease agreement with a ten-
ant, the purchaser can apply 
to the CRA directly for the 
HST rebate. 

The difference between 
the home being a primary 
residence and an investment 
property aff ects the timing of 
the rebate. When it is a pri-
mary residence of the pur-
chaser or a blood relative, 
the purchaser obtains the 
rebate automatically. When 
it is an investment property, 
the purchaser has to pay the 
full HST up front and the 
wait until they have a signed 
one-year lease to obtain the 
rebate from the CRA. 

Real Estate Agent’s 
Commission

It should be noted that 
HST is applicable on the 

real estate agent’s commis-
sion because it is payment 
for a service being provided. 
Therefore,  a  real  estate 
agent’s commission of 4.5% 
on a $400,000 home will cost 
the purchaser $18,000 of 

commission plus $2,340 for 
HST, totalling $20,340.

HST rules can be quite 
detailed and complex. If 
you are unsure whether HST 
will apply in your real estate 
transaction, please seek the 

advice of the professionals 
assisting you in your transac-
tion or inquire with the Can-
ada Revenue Agency.
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