
 

 

 

Ottawa, December 16, 2008 MEMORANDUM D4-3-5
 
 

In Brief 

DUTY-FREE SHOP – INVENTORY CONTROL 
AND SALES REQUIREMENTS 

1. This memorandum replaces Memorandum D4-3-5, dated September 9, 2008. 

2. This memorandum is revised as a result of the Paper Burden Reduction Initiative. The revisions are aimed at eliminating 
obsolete and duplicated requirements, streamlining certain commercial processes and modifying complex policies and forms.  

3. In accordance with the above, among major realignment between the D4-3 series of Customs Memorandum  
(D4-3-2 to D4-3-7), the procedures established for the reporting and control of inventory from Memorandum D4-3-4 have 
been realigned with this Memorandum D4-3-5. In addition, the requirements, guidelines or procedures listed below have been 
deleted and abolished:  

Submission of  

(a) Accounting documents and licence fee remittal forms 

(b) Copies of B117 forms 

(c) Daily, weekly, monthly and yearly cash tapes  

(d) Sales journals, accounts receivable 

(e) Copies of purchase orders, cargo control documents 

(f) Manual or computerized summary reports of inventory 

(g) Copies of all summary B3 Export Declaration 

(h) Pre approval to print B116 form 

(i) Appendix A, B, C 
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DUTY-FREE SHOP – INVENTORY CONTROL 
AND SALES REQUIREMENTS 

LEGISLATION 

 For the regulations governing the guidelines and 
general information contained in this directive, refer to the 
Duty Free Shop Regulations. 

 

GUIDELINES AND 
GENERAL INFORMATION 

1. Duty free shop licensees are required to follow basic 
procedures as outlined below. The duty free shop licensees 
will endeavour to promote Canadian made goods by 
sourcing domestic origin goods (exclusive of tobacco). 
Land-border and airport licensees must submit an outline of 
the inventory control system to be used in the duty free shop 
to the local Canada Border Services Agency (CBSA) chief 
of operations. Reporting and control of inventory, including 
the sale or disposal of goods, must be carried out in a 
manner satisfactory to the CBSA for land-border and airport 
licensees. 

Definitions and Reporting of Goods 
(a) Domestic Goods 

Domestic origin goods, are goods wholly obtained or 
produced in Canada (e.g. mineral goods extracted in 
Canada, goods harvested in Canada) are considered as 
Canadian. More information on “Made in Canada” 
guidelines can be found on the Competition Bureau’s 
Web site at www.competitionbureau.gc.ca. The goods 
and services tax (GST) will be collected when there are 
unjustified shortages in inventory. The payable amount 
is calculated based on the value of the missing goods. 
As the manufacturer will have already paid the excise 
duty and excise tax on domestic tobacco products they 
will not be owed. 

(b) Imported goods, duty and tax paid 

Goods manufactured abroad and imported by a 
Canadian company on which the duties and taxes were 
paid are to be accounted for as imported goods, duty 
and tax paid. The GST will be collected when there are 
unjustified shortages in inventory. The payable amount 
is calculated based on the value of the missing goods. 
(The excise duty and excise tax on tobacco products, 
which were paid at the time of import, will not be 
owed.) 

(c) Imported goods, duty and tax not paid 

Goods manufactured abroad and obtained from a 
Canadian company or a foreign supplier on which the 
duties and taxes were not paid and goods that have been 
subject to a drawback claim are considered to be 
imported goods, duty and tax not paid. These goods are 
to be accounted for as imported goods, duty and tax not 
paid, in accordance with their country of origin. All 
duties and taxes applicable including the GST will be 
collected when there are unjustified shortages in 
inventory. The payable amount is calculated based on 
the value of the missing goods. (The excise duty and 
excise tax on tobacco products, which were paid at the 
time of importation, will not be owed).  

Composition of Inventory: Domestic and Imported 
Goods 
2. Currently, the Duty Free Shop Program recognizes the 
following commodity groups as part of an inventory for 
duty-free shops. Any attempt to add a class of goods to 
inventory that is not previously approved by the Program 
may result in an amendment to the duty-free shop licence 
restricting the classes of goods that may be received into 
that shop. Goods in the “Others” category will only include 
low-value goods that do not fit into existing categories.  

3. Commodity list (domestic and imported goods)  

(a) Accessories (purses, wallets, sunglasses, belts, 
lighters) 

(b) Alcohol (liquor, liqueurs, wine, coolers) 

(c) Beer 

(d) Clothing (including hats, furs, leathers) 

(e) Crafts, arts 

(f) Electronics, cameras, binoculars, telescopes, TVs 

(g) Food 

(h) Glassware, crystal, china, figurines, porcelain 

(i) Jewellery, watches, clocks 

(j) Office and travel supplies (suitcases, calculators, 
key holders, all types of bags, pens, luggage) 

(k) Perfumes, cosmetics, skincare products 

(l) Souvenirs (no clothing) 

(m) Tobacco, cigars, pipe tobacco 

(n) Others  
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4. Known controlled or prohibited goods that have been 
identified as such under the laws of a country of destination 
are not to be sold unless specific exemptions are allowed for 
under those laws.  

5. Duty-free shop licensees will not stock or sell any 
specimen of endangered wild flora or fauna or derivatives 
thereof as outlined in the Export and Import Permits Act 
Handbook. Refer to Memorandum D19-7-1, Convention on 
International Trade in Endangered Species of Wild Fauna 
and Flora (CITES), for listings of goods subject to export 
and import control and any conditions under which 
exceptions would be permitted. 

6. Licensees are expected to provide travellers on an 
ongoing basis with a quality and mix of merchandise that 
affords travellers with a choice of brands based on the 
market at different price levels wherever possible.  

Inventory Control System 
7. The operating and administrative procedures in use at a 
duty free shop should reflect normal retail business 
practices with appropriate emphasis given to ensuring that 
the physical security of the inventory is not compromised. 

8. Accurate accounting and inventory control systems are 
to be maintained by the licensee and all related 
documentation is to be retained for a period of six years 
after the sale or disposal of the goods as specified in the 
Imported Goods Records Regulations. Where an officer 
request, the licensee shall make the records available within 
the time specified by the officer, and answer any questions 
asked by an officer in respect of the records.  

9. The licensee of a duty free shop is liable for applicable 
taxes on domestic goods and applicable duties and taxes on 
imported goods that are received in his or her duty free shop 
unless he or she can prove that the goods have been sold for 
export, are still in the shop, have been destroyed or have 
been lawfully removed. Customs Act section 28 (1). 

Notification of arrival of goods 
10. The duty free shop licensee or authorized agent must 
notify the CBSA promptly upon receipt of any goods at the 
shop. 

Electronic reporting and numbering of arriving 
goods (optional) 
11. The purpose of the electronic reporting system is to 
permit a better use of the holding area (in bond). 

12. The licensee is to report the arrival of goods 
(notification report) to the local CBSA chief of operations 
and/or a CBSA officer through the use of electronic 
messaging (e-mail or other approved means). These reports 
must be pre-numbered using the numbering convention 
outlined below. 

(a) local CBSA port code (e.g. 8211) 

(b) current fiscal year (e.g. 2008) 

(c) imported goods, taxes and duties paid (IP) 

(d) imported goods, taxes and duties not paid (IF) 

(e) domestic goods (D) 

(f) sequential running number 

13. The heading “Arrival Notification” followed by the 
number should be stated in the subject field of the e-mail or 
the other approved electronic means (see Figure 1). Note 
that if the local CBSA office has limited hours of 
operations, the electronic transmission must be sent at least 
two hours before the office closes.  

Transferring from the holding area (in-bond) to 
elsewhere in the warehouse 
14. When the CBSA receives an electronic arrival 
notification (system retrieved), it will respond 
within 1.5 hours (subject to approval by the local CBSA 
office) as to whether the goods must be held in the 
holding area. However, if the CBSA does not respond 
within 1.5 hours, the goods may be placed into the duty free 
shop warehouse inventory as temporarily released goods. 

Temporary electronic declaration and numbering 
of Form B116 
15. Electronic submissions of Form B116 to the CBSA 
may be sent to the local CBSA chief of operations by e-mail 
or by other approved electronic means. Form B116 must be 
transmitted using the same corresponding arrival 
notification report number so that the CBSA can verify the 
Form B116 against the arrival notification report. The 
licensee will assign the numbering (the number must 
correspond with the arrival notification report number). The 
letter “I” or “O” or “T” IN or “T” OUT must also be added 
to the number to indicate “in” or “out” or “transfer” for the 
Form B116. 

System failure  
16. In the case of a system failure or messaging failure, the 
arrival notification and/or Form B116 will be submitted as 
per the documentation procedures listed below under 
“Documenting goods.” 

Adjustments 
17. All corrections or changes to the electronic declaration 
or paper copy of Form B116 must be submitted when noted. 
The number on the arrival notification and on the original 
Form B116 must be indicated on the amended document as 
references. 

Documenting goods 
18. The licensee will provide the local CBSA chief of 
operations with an electronic declaration or paper copy of 
the arrival notification and/or Form B116 within five 
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business days of the arrival of the shipment declared to the 
CBSA. Only when the CBSA has stamped the original 
Form B116 or approved the electronic version that the 
goods can be removed from the warehouse and placed for 
sale in the duty-free shop.  

19. On the paper copy of the Form B116, the licensee will 
cross-reference the same corresponding arrival notification 
report number and cross-reference numbers to the cargo 
control numbers, etc.  

20. Shipments received at a duty free shop may be 
accompanied by the following documents:  

(a) shipping, commercial and/or CBSA invoice(s) 

(b) cargo control documents 

(c) Form B3, Canada Customs Coding Form, (ex-
warehouse) documents 

(d) Form B116 (transfer) documents 

21. The documentation in support of the information 
indicated on Form B116 — such as the shipping papers, 
commercial invoices, cargo control documents, sales slip 
and B3 forms do not have to be submitted with the 
Form B116 but must be kept on the premises and made 
available upon CBSA request.  

22. All documents must accompany transfers between duty 
free shops. 

Inventory coding 
23. Goods being entered into inventory can be identified in 
one of two ways: by specific product lines or by pre-
determined product or commodity groups composed of the 
same or similar goods. When a licensee chooses to use the 
latter method, all unsubstantiated discrepancies will be 
calculated on the basis of the highest value item within the 
product grouping, unless the licensee can provide proof that 
the goods were of a lower value. 

24. The goods must also be identified in the unit size in 
which they will be sold. 

Examples of the two reporting methods 

Product line method: 
– Rum – brand X (1 litre) 
– Rum – brand Y (.75 litre) 
– Cigarettes – brand Z (king size, 200) 

or 

Product or commodity group method: 
– Rum – all brands (1 litre) 
– Rum – all brands (.75 litre) 
– Fragrance – all brands (all sizes) 

25. Unique reporting codes or stock-keeping units are to be 
assigned to each product line carried in the duty free shop to 
allow perpetual inventory records on each item to be 
maintained. The stock-keeping units must also indicate 

whether the goods are imported duties and taxes paid (I), 
imported duties and taxes not paid (IF) or domestic (D). 

Goods sold and exported — Forms B116 and B117 
26. Domestic and imported goods sold and exported from a 
duty-free shop are to be reported out of inventory on a 
monthly basis on Form B116 (OUT). The local CBSA chief 
of operations may request more frequent reporting. The 
reporting method used must also be in accordance with that 
which was used at the time of initial accounting (i.e. same 
inventory codes, values, etc.). Sales slips are not to be 
included with the form but must be made available upon 
CBSA request; a summary report is acceptable in lieu.  

27. CBSA is to be informed if a change in the description 
of a department (product line) or product code is done. 

28. Form B117, Duty Free Shop Summary of Monthly 
Sales, is to be completed by the licensee and submitted to 
the local CBSA office no later than 15 days after the last 
day of the month in which the sales described on the form 
were made (stamped or date retrieved by the system). 
Electronic submissions of the form can be sent directly to 
the Duty Free Shop Program with a cc to their local CBSA 
office. Failure of the duty free shop licensee to submit the 
form on time may result in the imposition of a monetary 
penalty under AMPS. Forms B116 and B117 can be found 
on the CBSA’s Web site at www.cbsa.gc.ca. 

Alternative disposal methods — Form B116 (OUT)  
29. With the approval of the Program office, goods can be 
removed from inventory for reasons other than that they 
have been sold for export.  

(a) Imported goods may be 

(i) duty and tax-paid by the licensee; 

(ii) returned to a supplier (in bond); 

(iii) transferred to another duty-free shop (in bond); 
or  

(iv) abandoned to the Crown or, as the law permits, 
destroyed under CBSA supervision. 

(b) Excisable goods subject to the Excise Act (all 
domestic or imported liquor, wine or tobacco products) 
may be 

(i) returned to the supplier (in bond); 

(ii) transferred to another duty-free shop (in bond); 
or  

(iii) abandoned to the Crown for disposal. 

(c) Domestic goods may be 

(i) tax paid by the licensee if the goods were 
initially delivered into inventory tax-free or a 
drawback was claimed and paid on the goods; 
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(ii) transferred to another duty-free shop (in bond, 
if tax is payable including the excise tax where 
applicable); or 

(iii) abandoned to the Crown or, as the law permits, 
destroyed under CBSA supervision. 

30. Documentation procedures will vary depending upon 
the circumstances but in all cases a Form B116 (OUT) 
together with the applicable supporting documentation must 
be presented to the CBSA before the goods are physically 
removed from the duty-free shop.  

(a) Form K24, Non-Monetary General Receipt, is used 
when goods in inventory are abandoned to the Crown. 

(b) Form B3, Canada Customs Coding Form, is used 
when a licensee wishes to remove imported goods from 
inventory by voluntarily paying the applicable duties 
and taxes. 

Transferring goods 
31. Licensees are not to act as distributors of in-bond goods 
within or outside Canada under the auspices of their duty 
free shop licence. The transfer of goods between duty free 
shops may be allowed but licensees may not transfer 
intoxicating liquors to a duty free shop located in another 
province without prior approval of both provincial liquor 
authorities. In instances where the transfer is approved, a 
copy of the authorization must be submitted to the local 
CBSA chief of operations before the transfer.  

32. Licensees may not transfer intoxicating liquors from a 
duty free shop to a bonded warehouse unless that warehouse 
is operated by a board, commission or agency authorized by 
provincial law to handle such shipments. 

Reporting shortages or overages in shipments  
33. The following procedures are to be followed when 
accounting for shortages or overages identified in a duty 
free shop inventory. Shortages or overages may have come 
to light during an inventory verification undertaken by the 
CBSA or any other person authorized by the Minister of 
Public Safety (Minister), or may be the result of a voluntary 
disclosure made by the duty free shop licensee. 

34. When a shortage or overage in a shipment is identified 
after its arrival has been reported to the CBSA, the 
Form B116 (IN) presented by the licensee to enter that 
shipment into inventory should still reflect the total invoiced 
quantity but a notation should be added on the form 
indicating the type and number of items found missing or in 
excess. All such shipments will be subject to verification by 
the CBSA. If the invoice is equivalent to the goods 
received, but different from the goods ordered from the 
supplier, no adjustment is required. 

35. The licensee will have 60 days from the date of 
accounting to produce evidence that a short shipment 
actually occurred (e.g. a credit memo or equivalent 

document from the supplier) or that the missing goods 
arrived at a later date. If adequate proof is not provided, 
duties and taxes on the shortage will be assessed as 
applicable. 

Part one: imported goods — duty and tax not paid 
36. These procedures will be followed by the local CBSA 
office when accounting for shortages or overages in 
imported goods in a duty-free shop inventory.  

Disclosure of shortages and overages (imported) 

(a) Verify appropriate inventory adjustments. 

(i) Verify whether any adjustments were made 
from overages in the same category before arriving 
at net shortages. 

(ii) Confirm that any potential adjustments are 
appropriate according to the parameters stated in 
this memorandum, bearing in mind the 
requirements for adjustments. 

(iii) Prepare appropriate adjustments and identify a 
net shortage or overage for each product in the 
commodity category. 

(iv) Note that excise duty and excise tax will have 
already been paid on tobacco products at the time 
of importation and so they will not be owed. 

(b) Verify and process the Form B3 and the 
Form B116 (OUT) submitted by the duty-free shop 
operator for shortages. 

(i) The duty-free shop operator must present a 
completed Form B3 to account for duty-free shop 
duties and taxes owing on shortages of imported 
goods. Process this form according to existing 
procedures.  

(ii) Stamp the Form B3 as a receipt or issue a 
Form K21, Cash Receipt, once the payment is 
made. 

(iii) The duty-free shop operator must also submit 
a completed Form B116 (OUT) for the shortages 
covered by the Form B3. The Form B116 (OUT) is 
an inventory control document that reduces the 
duty-free total inventory by the number of items 
that were found to be short in the count and 
informs the CBSA of the new net balance in the 
duty-free shop inventory for all commodities 
accounted for.  

(iv) If applicable, issue the penalty and still follow 
steps (a) and (b). 

(c) When there is a net overage in a certain 
commodity, the duty-free shop operator must submit a 
completed Form B116 (IN) to enter the goods into his 
or her inventory. The form is processed according to 
existing procedures. The B116 (IN) is an inventory 
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control document that increases the duty-free total 
inventory by the number of items that were found to be 
over in the count and informs the CBSA of the new net 
balance in the duty-free shop inventory for all 
commodities accounted for.  

(d) For more information and copies of these forms, 
visit the CBSA’s Web site at www.cbsa.gc.ca. More 
information is also available in Memorandum D17-1-0, 
Accounting for Imported Goods and Payment of Duties 
Regulations.  

Part two: domestic goods and imported goods — 
duties and taxes paid 
37. These procedures will be followed by the local CBSA 
office when accounting for shortages or overages in 
domestic goods in a duty-free shop inventory. The CBSA is 
authorized to collect the GST on shortages of domestic 
goods in a duty-free shop inventory under section 28 of the 
Customs Act and under section 296 of the Excise Tax Act. 
The GST will be owed for domestic goods, except on 
shortages of domestic jewellery, wine, watches and cigars. 
For these products, applicable excise duties and taxes will 
be owed.  

Disclosure of shortages and overages (domestic)  

(a)  Verify appropriate inventory adjustments. 

(i) Verify whether any adjustments were made 
from overages in the same category before arriving 
at net shortages. 

(ii) Confirm that any potential adjustments are 
appropriate according to the parameters stated in 
this memorandum, bearing in mind the 
requirements for adjustments. 

(iii) Prepare appropriate adjustments and identify a 
net shortage or overage for each product in the 
commodity category. 

(iv) The manufacturer will have already paid 
excise and special duty and excise tax on domestic 
tobacco products so they will not be owed (with 
the exception of cigars).  

(b) Verify and process the Form B116 (OUT) 
submitted by the duty-free shop operator for shortages. 

(i) The licensee must present a completed 
Form B116 (OUT) to inform the CBSA of the new 
net balance in his or her inventory for domestic 
goods in the appropriate categories and will have 
to account for the GST on shortages of domestic 
goods and for the GST on shortages of duty-paid 
imported goods. Process this form according to 
existing procedures. 

(ii) Prepare and issue a Form K23 invoice 
according to existing procedures, showing the GST 
amount owing on shortages.  

(iii) Issue the Form K21 receipt once payment is 
received for the K23 invoice. 

(c) When there is a net overage in a certain commodity 
category, the duty-free shop operator must submit a 
completed Form B116 (IN) to enter the goods into his 
or her inventory. Process this form according to 
existing procedures. The B116 (IN) is an inventory 
control document that increases the duty-free total 
inventory by the number of items that were found to be 
over in the count and informs the CBSA of the new net 
balance in the duty-free shop inventory for all 
commodities accounted for. Form B116 can be found 
on the CBSA’s Web site at www.cbsa.gc.ca. 

Reporting damaged or destroyed goods  
38. When goods are damaged, a Form B116 is to be 
prepared by the licensee and certified by the local CBSA 
office. If the damaged goods are detected at the time of 
arrival of a shipment, the information is to be entered on the 
B116 (IN). If the goods are damaged after having been 
reported into inventory, Form B116 (OUT) is to be used to 
adjust the inventory records. These damaged goods can then 
be sent back to the supplier, as applicable. 

39. When goods have been destroyed or are to be destroyed 
under CBSA supervision, Form B116 (OUT) is to be 
prepared by the licensee to adjust the inventory records. All 
such goods are to be made available for inspection by the 
CBSA at the time the form is submitted. A CBSA officer 
stating that the goods to be destroyed were verified must 
sign the form before the goods were destroyed. The form 
must not be signed without doing the actual verification.  

Reporting samples and display goods  
40. Samples, perfume testers or other promotional items for 
use in the duty free shop must be duty and tax paid. These 
goods are to be reported to the CBSA when received and, 
when applicable, a Form B3 must be submitted to account 
for the goods. For more information on completing 
Form B3, refer to Memorandum D17-1-4, Release of 
Commercial Goods, and Memorandum D17-1-10, Coding 
of Customs Accounting Documents. 

Calculating the value for duty of samples 
41. Duty free shop operators must pay duty and tax on all 
samples, perfume testers and other promotional items used 
in their duty-free shop.  

(a) While there may not be any dollar value declared 
for a perfume sampler, there are procedures that must 
be followed regarding the value of such items for the 
purpose of paying duties and taxes. 

(b) In general, the value for duty of goods that are 
purchased by a Canadian importer from foreign 
vendors should be based on the declared value and 
adjusted in accordance with subsection 48(5) of the 
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Customs Act. However, in situations where the goods 
are not sold for export but are given to the importer free 
of charge and are not being resold but are being given 
away, the value for duty must be based on an 
alternative valuation method. Section 47 of the Act sets 
out a hierarchy of alternative methods that includes a 
value based on the transaction value of identical goods, 
the transaction value of similar goods, the deductive 
value of the goods, the computed value of the goods 
and a residual method. 

(c) The following valuation methods should be 
followed where applicable. Goods that are provided 
free of charge and are identical to goods in the duty-
free shop should be valued according to the identical 
goods residual method by flexibly interpreting the 
identical goods method. For example, the value for duty 
of a 100-millilitre (ml) bottle of fragrance provided free 
of charge should be appraised based on the value for 
duty of an identical 100-ml bottle of the same 
fragrance. All other conditions concerning the 
application of the identical goods method must also be 
met. These conditions are set out in section 49 of the 
Customs Act.  

(d) In situations where a fragrance sampler is a 
different size than the rest of the bottles received for 
sale in the duty-free shop, the residual value method 
should be applied. The value for duty may be identified 
by determining the cost of the fragrance on a per ml 
basis and appraising the value for duty based on the 
volume of the fragrance that is imported free of charge. 
For example, a 250-ml bottle may have a value of $100 
or $0.40 per ml. Therefore, a 10-ml container of the 
same fragrance should have a value of $4 under the 
residual method. 

Calculating the value of imported display goods 
42. Duty-free shop operators must pay duty and tax on all 
displays for use in the duty-free shop.  

(a) In general, the value for duty of displays should be 
based on the declared value for the displays. Again, if 
nothing is paid for the displays, an alternative method 
of valuation should be used. 

(b) If the transaction value of identical or similar 
displays is known, this amount should be used as a 
basis for valuation, assuming that all other conditions to 
apply such methods are met. Alternatively, the 
computed method can be used that bases the value for 
duty on the cost of materials, labour, profit and general 
expenses, if these details are known. When in doubt, 
the supplier should be contacted for assistance in 
determining the value. 

43. Goods that have been reported and accounted for as 
duty-free shop inventory on a Form B116 may not be used 
for display purposes except within the shop. When 

approved by the local CBSA chief of operations, land 
border stores that have exterior display showcases that 
cannot be accessed from the outside can display goods and 
airport licensees can display goods in specified locations 
elsewhere in a terminal building. 

Audits 
44. Periodic verifications to compare goods on hand with 
inventory records will be conducted by the CBSA officials 
as well as verifying the level of compliance to duty free 
shop regulations and operational guidelines. The licensee is 
to make available all inventory records that may be 
requested for the purpose of such a verification. Access to 
these records is also to be accorded to any other person 
authorized by the Minister to conduct such verifications. 

45. In accordance with section 28 of the Customs Act, 
unsubstantiated inventory shortages identified during a 
physical audit will be assessed all applicable duties and 
taxes. When a deficiency can be justified, however, as in the 
case of goods having been destroyed, previously duty paid, 
etc., an inventory adjustment may be authorized and duties 
and taxes would be calculated only on the resulting net 
shortage. The assessment of duties/taxes on shortages will 
be based on the value of the goods as reported on their 
respective B116 (IN) forms (the most recent document if 
inventory is reported on a “first in, first out” basis). 

Adjustments 
46. It is recognized that, as a retail operation, a duty free 
shop can experience a rapid turnover in inventory resulting 
in a greater likelihood that clerical or recording errors will 
occur. A discrepancy detected during verification could, at 
times, be attributable to this type of error rather than being 
an actual shortage or overage in inventory. When reasonable 
evidence can be provided that such an error has occurred, a 
licensee may seek CBSA approval to offset (in whole or in 
part) a shortage with a concurrent overage in inventory. 
Such an inventory adjustment will not, however, be 
authorized between domestic and imported goods. 

47. Factors considered in assessing a request for an offset 
include the documentary or other physical evidence 
produced in support of the claim, the nature and value of the 
goods and their respective tariff treatments, and the type of 
internal controls in use at the duty-free shop. In general, the 
fewer the controls or the greater the discrepancy in the 
value, nature or tariff treatment of the goods, the more 
stringent the requirement to prove reasonableness. 

Sale or Disposal of Inventory 
48. All goods sold at a duty free shop are for immediate 
export only and must be declared to the CBSA if returned to 
Canada. In accordance with the Duty Free Shop 
Regulations, personal exemption entitlements for persons 
departing Canada and/or returning to Canada must be 
applied. 
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49. Sales invoices or receipts used at a duty free shop are to 
be printed in a bilingual format (English and French) and 
numbered sequentially. In addition to identifying the shop 
and including the statement that “Goods sold are for export 
only and must be declared to the CBSA if returned to 
Canada” on the invoice, the following information is to be 
recorded on the receipt at time of sale: 

(a) date; 

(b) product code(s); 

(c) selling price (actual and, if discounted, normal); 

(d) quantity; 

(e) total value; and 

(f) vehicle licence plate number or flight number and, 
if the sale is to a pedestrian or a delivery system is in 
use, the name of the purchaser. 

Note: The Duty Free Shop Program may ask the 
licensee, if needed, to verify the authenticity of the 
vehicle’s licence plate number that was given to him or 
her by the traveller. 

50. Sales invoices must be prepared in duplicate where no 
automated system exists. When an automated system is in 
use, electronic receipts will be accepted. The licensee must 
be capable of producing accurate sales reports that refer 
back to an actual receipt, of re-printing any past transactions 
and/or of providing a transaction history upon CBSA 
request. Standard operating practice is to back up all system 
media on a regular basis.  

51. At an airport, a boarding pass or ticket showing a 
foreign destination must always be presented by the 
traveller at the time duty free goods are sold. For flights 
departing from Canada on a progressive boarding basis, 
duty free goods may be sold to boarding passengers at each 
airport of embarkation, subject to the conditions outlined in 
Memorandum D2-5-5, Progressive Clearance at Airports. 

52. Where a delivery system is in operation, the licensee is 
to ensure that goods are delivered to a point of no return for 
export (an area that ensures the immediate export of goods). 
At the point of delivery, the customer’s copy of the sales 
invoice would be given to the customer, along with the 
goods, in exchange for the licensee’s delivery copy. Where 
a duty free shop is located in an area not readily serviceable 
by the CBSA and it is necessary for the CBSA to verify the 
export of goods, the licensee may be required to pay special 
service charges. 

Restrictions 
53. Liquor and tobacco products are not to be sold to 
persons deemed to be minors under the laws of the province 
in which the duty-free shop is located.  

Record Keeping and Declaration 
54. The licensee must maintain separate accounting 
systems and records if there are other commercial activities 
in operation in the duty-free shop (e.g. snack bar, coffee 
shop).  

ADDITIONAL INFORMATION 

55. Any inquiries regarding this memorandum should be 
directed to the following: 

Export Process and Duty Free Shop Program 
Licensing, Export and Accounting Division 
Border and Compliance Programs Directorate 
Admissibility Branch 
Canada Border Services Agency 
Ottawa ON  K1A 0L8 

Telephone: 613-948-7117 or 613-954-7215 
Fax:  613-946-0241 
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Services provided by the Canada Border Services Agency are 
available in both official languages. 
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