
Mr. Brian Ernewein 
Assistant Deputy Minister, Tax Legislation 
Department of Finance Canada  
90 Elgin Street 
Ottawa, Ontario  
K1A 0G5 

Dear Mr. Ernewein, 

Re: The supply of financial services under the GST/HST provisions of the Excise Tax Act — 
Services supplied by Managing General Agents (MGAs)

As a Managing General Agent (MGA),
of,
and a member of the Canadian Association of Independent Life Brokerage Agencies 
(CAILBA), I am writing to support the requests of the Canadian Life and Health Insurance 
Association (CLHIA) in their letter to you of March 13, 2020 and CAILBA in its letter to you of 
June 26, 2020, seeking the Department’s clarification of or intervention regarding the tax 
policy measures relating to the supply by MGAs of financial services to Canadian consumers 
(copies attached).  

Both I and my firm are licensed insurance agents; we contract with insurers to distribute their 
financial products to consumers through other insurance agents and brokers recruited by, 
and contracted with, my firm. MGAs are the primary channel used by insurers to sell their 
products, consistently accounting for the majority of life insurance sales in Canada. MGAs’ 
central role in the sales process is clear – upon the sale of an insurer’s product to a 
consumer, the insurer compensates the MGA for its role solely by way of commissions and 
only if the sale is made through an agent or broker who is contracted with the MGA.  

MGAs are only one means of “arranging for” the supply of GST/HST-exempt financial services, 
and the GST/HST regime should not create a bias that promotes or discourages the use of specific 
supply channels. If insurance products are sold by agents who are employees of insurers, or are 
independent contractors who deal directly with the insurer, those agents’ activities are not 
subject to tax under the GST/HST; the “arranging for” regime is intended to provide comparable 
GST/HST treatment between agents who are insurance company employees and those who are 
not employees of insurance companies. 

Recently, both CRA and Revenu Québec have adopted audit positions that are inconsistent with 
the policy intent of the “arranging for” regime, both as set out in Section 11 of the Department’s 
August 1989 Technical Paper and in a statement by then Minister of Finance, the late Jim 



Flaherty, in Finance Canada Media Release 2010-024. As well, both CRA and Revenu Quebec have 
increased their audit activity relating to MGAs and have proposed GST/HST assessments with 
respect to MGAs’ activities that ignore the intent of the “arranging for” regime. 

Taxing the “arranging for” activities of MGAs will disrupt the efficiency of insurers’ distribution 
and sales, ultimately denying consumers choice and informed service. More importantly, if CRA’s 
current interpretation is left to prevail, it will increase the cost of insurance coverage to 
Canadians, making it more costly to protect themselves, their families, and employees 
adequately. 

We respectfully request that the Department provide the needed public confirmation of the 
tax-exempt status of financial services intermediaries’ activities, such as those of MGAs, as being 
“arranging for” the supply of exempt financial services. We are open to discussion of how such 
clarification might be provided, including through technical amendments to the legislation or the 
regulations to provide greater certainty. Like CLHIA and CAILBA, my view is that the current 
legislation/regulations support the well-articulated and longstanding policy intent to exempt from 
GST/HST the services of financial intermediaries, such as MGAs.  

MGAs, through CAILBA, are ready to provide you and your colleagues with our assistance in 
resolving this important issue for our industry, including providing insights into the important 
MGA operating model and the value MGAs provide as financial intermediaries between the 
insured and the insurer. I look forward to your engaging with CLHIA, and with CAILBA on my firm’s 
behalf. Should you have any questions or require further clarification, please reach out to me, or 
CAILBA. 

Thank you for your consideration of this matter. 

Yours sincerely, 
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