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‘ I*. Agence des douanes Canada Customs
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Excise and GST/HST Rulings Directorate
Place de Ville, Tower A, 15th floor

320 Queen Street

Ottawa ON K1A OLS5

Canadian Society of Medical Evaluators
C/O Health Impact
2255 Sheppard Avenue East SEP 2 5 2006
Suite A137
North York ON M2J74Y1
Case Number: 52094

Attention: D. Goldstein, M.D.

Dear Dr. Goldstein:

Subject: GST/HST RULING
Independent Medical Examinations and Other Independent Assessments

The purpose of this letter is to respond to your ruling request made on behalf of the Canadian
Society of Medical Evaluators (“CSME”) on the application of the Goods and Services Tax
(“GST”)/Harmonized Sales Tax (“HST”) to supplies of IMEs made by physicians, and to advise
you that the Canada Revenue Agency has just released the Policy Statement P-248, The
application of the GST/HST to the supply of an independent medical examination (“IME") and
to other independent assessments.

This policy statement can be found under the GST/HST Policy Statements link at
<http://www.cra-arc.gc.ca/menw/GTPP_200-e.html> on the Canada Revenue Agency (“CRA™)
Web site. The policy represents a change in the CRA’s position on the application of the
GST/HST to sections 5 and 7 of Part Il of Schedule V to the Excise Tax Act (the “ETA™) and it
describes the circumstances under which IMEs and other independent assessments will be
exempt from the GST/HST under these provisions as well as section 2 of that Part. The effective
date of the policy is June 8, 2001, which is the date the Tax Court of Canada issued its decision
regarding Riverfront Medical Evaluations Ltd. v. Canada (“"Riverfront”).

In situations where the CRA has issued specific interpretations that differ from this policy, the
policy should be applied to the affected person(s) on the earlier of the day the CRA has made the
public aware of this policy or informs the person(s) in writing of the application of the tax to
their transaction(s). However, the CRA may apply the policy retroactively, where this would be
beneficial to a person and the person asks that the policy be applied retroactively.

Also note that effective July 1, 2006, the rate of the GST has been reduced from 7% to 6% and

the rate of the HST from 15% to 14%. The new rates apply to supplies for which the
GST/HST is paid on or after July 1, 2006, without having become payable before that date.
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Specific transitional rules apply to certain supplies, for example, real property. You may
refer to Reduction in the Rate of the GST/HST - Questions and Answers at
<http://www.cra-arc.gc.ca/agency/budget/2006/gstrateqga-e htmI> for more information on the
transitional rules for the reduction of the GST/HST rate.

Now that the policy has been released, we are pleased to provide the ruling requested in your
letter dated May 10, 2004. We note that in a letter dated February 16, 2004, you outlined the
activities involved in the provision of IMEs. On the basis of CSME’s submission and
attachments, our understanding of the facts of the supply in question is set out below.

All legislative references are to the ETA and the regulations therein, unless otherwise specified.

STATEMENT OF FACTS

1.

2.

CSME is a national organization of physicians who supply IMEs as part of their professional
activities.

Physicians with a wide spectrum of fraining and experience supply IMEs. There is no
particular sub-specialty certification related to the provision of IMEs.

CSME’s members supply IMEs at various sites, such as medical offices, designated
assessment centres, multi-disciplinary clinics, hospitals and even hotel rooms.

Some of CSME’s members are owners and directors of multi-disciplinary assessment
centres that supply a wide variety of third party examinations, utilizing the skills of other
health professionals that include psychologists, chiropractors, physiotherapists, occupational
therapists, vocationologists, and kinesiologists.

An IME results from a request by a third party’ for an expert opinion concerning an
individual who is of interest to the third party on any number of issues relevant to that
party’s needs. The primary objective of the IME is to provide information to facilitate
decision making of the requesting party and to fulfill other administrative duties. For
instance, third parties use IMEs to determine an individual’s entitlement to some kind of
benefit or as a basis for a legal proceeding.

The physician’s duty toward the individual who is being examined is outlined in CSME'’s
“Guide to Third Party Medical Examinations (IMEs)”, a copy of which was included with
the ruling request. It states, in part, that:

(2) Medical examiners provide the examinee (the individual) with the identity of the third
party who requested the IME and provide details as to the scope and purpose of the IME.

(b) Medical examiners advise the examinee of the difference between their role and the role
of a treating physician, and the medical examiner does not provide treatment or give
advice to the examinee. The exception is if the medical examiner identifies an
unexpected significant clinical finding that is likely to jeopardize the life or health of the

! A third party is any person other than the individual or provider. A third party may be an insurance company,
lawyer, court, or any other person that requests an IME of an individual who is of interest to the third party froma
person qualified to give an expert opinion relative to the third party's information needs.

Reforence material and information on Canada Revenue Agency preducts
and services are available from our web site at wwvsv,.crage.ca,
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examinee. In this case, the medical examiner will advise the examinee, the referral
source or the examinee’s treating physician.

RULINGS REQUESTED
CSME would like to know:

1. Is the supply of an IME to a third party, as outlined in the facts listed above, that is supplied
by a physician subject to the GST/HST?

2. Does the application of the GST/HST to the supply of an IME change if the supplier is
another type of health professional, with the provision that no therapeutic relationship is
established or any treatment rendered to the subject individual?

3. Does the location of the examination component of the IME, whether completed by a
physician or other health care professional, alter the applicability of the GST/HST?

RULINGS GIVEN
Based on the information provided, we rule that:

1. The supply of an IME to a third party made by a physician is exempt from GST/HST
pursuant to section 5 of Part II of Schedule V.

2. The supply of an independent assessment made by another type of health professional that is
a “practitioner” zs defined in the ETA (i.e., a practitioner acting in the course of the practice
of optometry, physiotherapy, chiropody, podiatry, osteopathy, audiology, speech therap v,
occupational therapy, or psychology) is exempt from the GST/HST pursuant to section 7 of
Part II of Schedule V.

3. The location of the examination component of 2 supply described in section 5 or 7 of Part II
of Schedule V does not alter the applicability of the GST/HST, i.e., the supply remains
exempt.

These rulings are subject to the qualifications in GST/HST Memorandum 1.4, Goods and
Services Tax Rulings. We are bound by these rulings provided that none of the above issues is
currently under audit, objection, or appeal, that no future changes to the ETA, regulations, or our
interpretative policy affect its validity, and all relevant facts and transactions have been fully
disclosed.

EXPLANATION

Sections 5 and 7 of Part II of Schedule V exempt from GST/HST certain supplies made by a
“medical practitioner” and a “practitioner”, as those suppliers are defined in section 1 of that

? On December 20, 2002, the Department of Finance announced a proposal to amend the definition of “practitioner”
in section 1 of Part II of Schedule V by replacing the term “speech therapy™ with “speech-language pathology”. A
corresponding amendment was proposed to paragraph 7(h) of that Part to replace the term “speech therapy services”
with “speech-language pathology services”. These proposed amendments have not yet received Royal Assent.

Reference material and information on Canada Revenue Agency produets
and services are pvailzble from our web site at www.erage.eca.






