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"FOREWORD

-The information in this fexﬁjdeals withaﬁhe-:‘.
ihéidénde_of éaleé; exCise‘and éoﬁmodit&~taﬁé$. vEVéfy'f:
éffdrﬁzhaé béén:ﬁédé~tp éﬁqufafely*fefléct ﬁﬁe iegiélation
ih-force_at the time of preparing the material.: Tt is
belieVed thatjthe fexﬁ.will‘ppove to bé'a uséfﬁilguide.

} it shbuld.bé.appreciated,'hqﬁever,>that'ﬁany_of
the laws cohtéih A‘qoﬁéidérable amount 6f detail.‘ Since
the-teit‘doeé nbt-do‘more th§ﬁ foer to basic principles'
it is éuggested'thaﬁ én)enduifer_should;consult_witﬁ>
felevaﬁt.authbriﬁies 63 solicitors of-ﬁis choice o£ ﬁoth>
Qhén séeking preciSe and‘detaiied‘advicé on‘a giVeh prbbleﬁ~

alt a specific time.
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TAXATION IN CANADA - SALES, EXCISE, COMMODITY

Federél“Sales Tax

'A'consumpijon or. sales tax of 11% is imposed by the
Federal Governmenl on the sale price of all goods manufactured
or produced in Canada (W11h certain exceptions), payable by

the manufacturer or producer when the goods are delivered

to the purchaser. Imported goods (with certain- exceptlons)
are also subject to the sales tax, payahle on"the Customs : -
duty~péidévalue_at the time of entry for consumption in.
Canada. : . ’ : N *

The list of items exempted from sales tax includes
practlcally all foodstuffs, materials consumed or expended(
in.a manufacturlng process and certain implements ‘used in
agrlculturP and in the primary industries of - flshlng, mining,
lumbering and oil producilon. Materials used in the con~
struction of schools, universities and similar educational.
institutions and publlc libraries are also exempt, but the.
exemption is in the form oF a refund equal to the tax pald

Bulelng materials and machinery and. equlpmenL:
used in manufacturing or. productlon are. suchcL io federal-
sales Lax as 1ollows

(a)’ Lffectlve June 14th, 1963 - 4%
(b)-ibffgqt1Ve>Apr11 1st, 1964 - 8%
(c)’ Effective'January ]st. 1965 j~v‘ 11%

Manuracturors or producers (1nclud1ng remanufacturers
or rebuilders) of goods subject to federal sales tax are
required to obtain a manufacturer's sales tax license.

Licensed manufacturers are permitted to purchase or import - .
articles and, materials for further manufacture free of sales
tax, prov1ded they quote their licence number and certify
that the articles or materials are to be used or-incorporated
1nto the manufacture or productlon of iaxable producLs.
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. The sales tax is. one of single incidence; it
applies only on sales by a final manufacturer. For example,
~a licensed tanner, after having purchased hides free of
sales tax, may sell the leather without tax to a licensed’
shoe manufacturer who accounts for and remits the sales ‘tax
at the rate of 11% on his sale price 'of (he finished shoes.

- A who]esaler or jobber may apply for a- wholc&aler's
salcs tax licence provided he complies with certain condltlons

regarding volume of tax-exempt sales. Applicants obtaining
wholesaler's sales tax licences must furnish scecurity as
required by the Excise Tax Act. Licensed wholesalers must

purchase or import all goods intended for resale without

. sales tax under licence number and certificate of resale.’
They account for 'sales tax payab]e at tlme oF dollvory of
the goods resold.

Wholcsalers, 1lccnscd for sales tax' purposos,
dealing in goods subject to both sales and excise taxes,
will purchase or import the goods w1thout sales tax under -
licence number and relevant certificate, but must pay the
"eoxcise tax at time of purchase or on 1mportatlon of such
excisable goods. Wholesalers! sales tax licences cannot
be used to obtain excisable goods without payment of excise
tax.

-Sales tax licences are oblained from the District
Director, [Ixcise Tax Collections,..in the area in whlch
manufacburers or wholcoalers propose to operate

Lvery 1lccnscd manufacturer producer or wholesaler
is required, each month +to remit to the Department of
National Revenue the amount of sales tax properly payable
on all taxable sales. Payment is made to the District
Director, Excise Tax Collections, in the area in which: the
Firm is operating, accompanied by a .return showing the

amount of taxable sales for the last preceding month.  The
books. and records of each licensee are subject to audit by .
govermment auditors. Default in payment of the tax within .

the time prescribed subjects the licensee, in addition Lo,g
. the amount of the default, to a penalty of 2/3 of 1% of the-
amount in default, for each month or fraction of a month i
during which the defaul( continues.




The compet1i1ve p081110n of any one manufacturer,
whether domestic or foreign, is not affected by the imposi-
Lion of federal sales tax. He 1S on. the same footing as -~
those firms with which he competes since the tax, where
exigible, is applied on all such producis belng so1d 1n
: Canada;‘w1ihout referonce to or1g1n. :

" There is.one p01nt that mlghi be noted, however,
of parilcular 1nicre%1 to the foreign manuracturcr who -
‘proposcs to establish a manufacturing operation in Canada
and in so dOlnF arranges for an exclusive: dlstrlbuborshlp,
_or, 1akcs his' distributor into parinershlp with him. The
phrase‘"manufacturcr or producer'" is deemed to include: any
~ person, firm or; corporatlon that owns, holds, clainms or
fuses any paient proprietary.. sales or other right to- goods
being manufactured, whether by them, in their name or -for
or on their behalf by others whcther such person, firm or
~corporai10n sclls, distributes, consigns or. otherwise dlsposcs
of the. goods or not". Under such circumstances, where the
- distributor takes ‘a- financial position in a newly-established -
'manufacturlng operatlon in Canada, the sales tax would be
‘levied on the price at . which he sells to his normal outlets.
" As against a situation of this nature, another manufacturer
could sell to a distributor dealing with him at arm's. length
‘and the tax would be - ‘applied on the manufacturer's sales
- price, a price that does not include the distributor's
mark-up; as a consequence, such manufacturer would move hls
;product to the retail level at a lower price than the
competlfor working through a distributor hav1ng a vesfcd
1ntorest 1n 1he product that he sclls.

© PEDERAL BXCISE TAX

A Excise taxes, in addlflon to the sales tax, are
Jmposed on certain specified goods, whether manufactured or

_produced in Canada or imported into Canada. The list of -
~excisable items includes cosmetics, matches,'cigarettes; _
tobacco., etc. Compleie'detall can-be found in the Excise

Tax Act, copy of which is available from the Oueen's
~Printer, Ottawa, at. a cosi of 25 oeni



In the 1nLerest of protecting revenues derived from
the appllcatlon of excise taxes; the Federal Department of
National Revenue requires that all persons or firms manti-
facturing or producing goods subgect to an excise tax must
operate under a manufacturer's excise tax’ lTicence., The
licence is obtainable from the District Director, Excise. Tax’
Colléctions, in the area in which the company or individual
' proposes to operate.

: ‘ Manufaeturers chensed for excise tax purposes may
purchaue or import free from excise tax, excisable goods that
"are to be incorporated into and form a constituent or com-
ponent part of an article or product that is sub]ect to an
_excise tax, provided they quote their excise tax 1icence:
number and relevant certificate. The procedure for filing
returns and paying ex01se tax is similar to that for sales
“tax. : :

A . As sales and excise taxes are remitted by licensed
‘manufacturers and sales tax remitted by licensed wholesalers
‘who pay excise tax at the time of purchase or 1mp0rtatlon,
.retailers are not concerned with filing sales. and/or excise.
‘tax returns nor with remitting taxes to the Department of’
National Revenue unless, of course; .they .become liable as
manufacturers or producers of taxable goods. . However,
retailers and other unlicensed purchasers are the parties
from whom .the manufacturer or licensed wholesaler collects
the taxes: Unlicensed purchasers or importers pay sales

and excise—-taxes at the time goods are purchased or are
"cleared through Customs, unless of course, the .goods are
imported in bond, in which case the taxes are paid at the
time goods are taken out of bond for consumptlon..

When goods on which dutiesyand/or taxes have been
paid are used or directly comsumed in, wrought 1nto, or
attached to any article manufactured or produced in Canada-
and exported a drawback of 99% of the duties. and/or taxes
may be allowed. When goods of domestic manufacture are
exported from Canada the excise and sales taxes.which
might have otherwise been payable are not imposed on direct
_shlpment by the manufacturer or producer.
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Where any doubt exists- concernlng status under the
Fxc:se Tax Act 1nqu1r1es shou]d he addressed to - '

"Deputy Mlnlsier, :
Department of Natlona] Revenue,
- Customs ‘and Excisey :

' Ottawa, Canada. -

A<_PROVINCIAL SALES TAX

Flght prov1nces levy a dlrect sales tax on goods

sold, ‘used or consumed within the province. New' Brunswick
- and Ontarlo have-a 3% tax; British:Columbia, Nowfoundland
'»Saskatchewan ‘and Nova Scotia have a 5% tax, Prince Edward
TIsland and Ouobec have a 4% 1evy, but’ in Quebec, 1nd1v1dual
;munlclpalltles can be, allowed a further 2%. .

- A11 eight prov1n01a1 levies are strJotly retall -

1?sales Laxes 1mposed in respect of the consumption of goods .

kefall sales are defined as sa1es to consuners or users. for

'purposes of consumpilon or use, not for resale. Each of the
" eight require vendors io obtaln llcences or reglstrablon

'frcertlflcates.

‘The word "Vendor" 1ncludes al1 retallcrs as - weil

as manufaciurers and wholesalers making retail sales.: In _
. actual practice, ‘these latter firms are requlred to reglsfern
~even though’ they are not- selling at retail, in order to
~purchase: without tax. those matérials that they buy for A
.resale; having registered; they are then in a position to

quote licence or certificate number Whlch prov1des them w1thf"

" a means of clalmlng exempilon.

A1l vendors are’ requlred io file perlodnc returns
and remit the appropriate amounts to the tax1np authority.

Returns are required on a monih]y basis except in- Saskatchewan‘

where a quarterly basis is used. In some of the other
provnnces, a quarter]y bas:s 1s followed in a few sp901al
cases. . : . _

- Retallers are required to keep adequate records
to show taxable and non-taxable. sales, purchases, goods
taken from siock for pcrsonal uqe, and Lax oollected
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The major groups of exemption from provincial
sales taxes are .as follows: (1) Food ~ although the
definition of ‘food in each province varies slightly.

(2) Farm 1mplements, machinery and related items; farm
livestock, feed, seed-and fertilizer. (3) Major fuels -
the’ degree of exemption varies from province to province.
(4) Goods purchased for purposes of further processing,
fabrication, or manufacture prior to sale. (5) CGoods
purchased wholesale to be resold in unchanged form.

(6) Industrial machinery - only in certain provinces, if
the machinery is used directly in manufacturing or '
processing goods for sale.

The foreg01ng is only an outline of the maJor o
exemptlons to provincial sales taxes,. and, in view of the
numerous exceptions and qualifications involved, details
on this subject should be obtained from the prov1nc1al
authorltles.

Licensed vendors are permltted to deduct small A

percentage from the amount due to the taxing authorlty,
to cover their admln;strat;ve,costs ;n collecting the, tax.

MUNICTPAL SALES TAX

In Quebec, municipalities may be authorlzed by '
fhe prov1nc1al government to levy a municipal sales tax
of up to 2%. Some of the larger centres which apply. such
taxes are Montreal, Quebec, Sorel, Thetford Mines, Black _
Lake, Valleyfield, Three Rivers, RJmousk1; Jollette, : '
Beauharn01s._ In these cities, the total rate is 6%, 1‘e.
2% municipal and 4% provincial.

' These taxes are not separately admlnlstered, they .
are 1denilcal in scope with the provincial levy and are
collected by the province through a single return. A
vendor in taking out a licence under the provincial sales
tax levy automatically becomes licensed for municipal
sales tax purposes. - The amount of the mun1c1pal levy is..
returned to the localities mlnus a collection fee. o




AICOHOLIC BFVEkAGDS AND PRODUCTS

- Alcohol; alcohollc bPVPrages,Aand alcohollc products,

~are, with only minor exceptlons, subject to excise duty under

the Federal Excise Act. Manufacturing mombprs of the trade
must hold. a licence. Copies of the Excise Act may be obtalned

from the Quoen's Prlnier, OLtawa, at a cost. of - Flfty cenis

each

_ Appllcatlons for licence - under Lhe Federal Ixcise
Act are filed with the Regional Director of Excise Duty.
These Regional Dlrectors are located at.Montreal (having
Jurlsdlctlon over guebec ‘and the Maritime. Provinces), Toronto
(having jurisdiction over Ontario) and Vancouver (having -
Jurlsdnctlon from Port Arthur to British Columbia 1nclu81ve).
It - is important to note that applicants must be financially
able to fulfill the obligations they incur as licensees. " In.
all cases a bond must be filed with the Department of
National Revenue in such sums as may be designated, in
addition to ‘the payment of‘the requisite liCence;feeu

- . Under tho Federal Excise Act the annual llcence
fee for the production and/or bottling of distilled Splrlts,
1nclud1ng the manufacture of industrial and denaturod alcohol

“is $250; for the production of beer, ale, ‘etc. - $50. With.

regard to chemlcal stills, there 'is an annual: fee of . $2 for

the 1mportatLon, manufacture, possession and use of:units.

exceeding three gallons; bona fide public hospltals are
exempted. Chemical stills not. exceeding three gallons
capacity are required to be registered with the District

Surveyor of Excise Duty: no fee is charged. . District Surveyors
-are located at Saint John, NeW»Brunswick, Quebec City,.

Monfreal Toronto, Kltchcner Calgary and Vancouvera

Persons. using spirits at a reduced rate of federal

~ex01se duty in the manufacture of pharmaceutical preparatlons'

and flavouring extracts, vinegar, perfume and toilet
products; domestic wine when fortified with wine spirits,

. toilet preparations or cosmetic subject to Excise Tax, and

ccrla1h’chem1¢a1 products, are required to pay: an annual

fee of $50 for each ]1cence they’ obialn.
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Liquor Lontrol Acts have been framed in all |
.provinces. There is considerable variation in detail but
the salient feature of all is the establishment of a
provincial monopoly on the retail sale of alcoholic
beverages. All sales are taxed heavily. ‘

Fach .province has es(abllshcd a Board or Comm1551on
responsible for the administration of its Liquor Control ‘
Act. FEach Act requires that all brewers and distillers
producing and selling within the prov1nce must obtaln a
provincial licence. '

. A1l ro(aJl outlets must be prov1n01a]ly 1lcensed
There is considerable variation in the regulations with
regard to the type of outlet through which alcoholic
beverages may be sold al retail as well as in connection
with the equipment, accommodatlon, etc., of businesses.
which can apply for licence.

, In New Brunswick and Prince Edward. Island,
alcoholic beverages are sold through government liquor
stores only. There are no other retail outlets. In the
other provinces alcoholic beverages are sold through
government liquor stores and a licence may be obtained by
such other outlets as cocktail lounges, restaurants, canteens,
clubs and hotels. In Manitoba and Ontario beer may also be’
sold through brewers'! retail stores, and in Quebec through
grocery stores. - Ontario permits local. wine’ producers to
sell at retail under certain restrictions..

It should be noted that restaurants and hotels,
in their provision of food and drink, are. also required to
be licensed under regulations concerned with public health.
All provinces have a licensing requirement and supervision
is maintained through a system of inspection. The
- definition of a hotel is usually considered to include any
building used mainly for the purpose of caterlng to the
sleeping needs of the public, including tourist cabins,
overnight cabins and motels. In the Province. of Quebec,
control extends to boarding houses as well. In the other
provinces, such premises are normally . regulated by
municipal authorities.




: PPOVlnClal 11cens1ng requlrcments extend also to
manufacturers of vinegar, perfumes, pharmaceuticals, -patent.
or proprietary’ medlc;ncscand essences. Such manufacturers.
“must havc'spcclal permission.to have and use distilled. .
splrlts in their production operatlons, -These licences‘or .-
pcrm1ss1ons are over and above the’ llccnces requlred by
the Federal Department of Natlonal Revenue. :

ﬁ TOBACCO AND TOBACCO PRODUCTb

o Tobacco and Lobacco products are subgect to excise

S duty under the Federa1 Excise Act: Copy of. the Excise Act
‘is available from thc Queen’s Prlnter, Ottawa, at -a cost'
or flfty cents." ~ : - co

Manufacturers of 01gars and/or tobacco products
(1nc1ud1ng c1garettes and ' snuff) must. obtain an annual
~licence under the. Federal Excise Act from the Regional
~Director of. Excise Duty in whose district their business ‘ .
_ié”carried on,  The feée is $50 for permission to operate
“either as a: cigar manufacturer or as a tobacco products
‘manufacturer. Bond must be filed with the Department of.

National Revenue in each case.. Persons dealing 1n,.preparing,x:

packing. or.stemming Canadian raw 7leaf tobacco or employing
" others to do so on their behalf must. also be llcensed and

" file bond. The fee is $50 annually.

: New Brunsw1ck, Prlnce Fdward Island Manltoba andn~'
,rOuebec levy taxes on specified tobacco products . Vendors
~are required to be licensed or,registered in order that

. returns and remittances may be properly controlled. In

New Brunswick, certain well-established retail accounts are
permitted to buy ‘tobacco. products without.- tax, . although
they themselves are then charged with collcctlon at the
time of retail. sale. . Other retail ouflets in the prcv1nce'
pay the tax at the time of purchase from suppllers, as in
" the. Province of Quebec, where the tax is collected and’
remitted by manufacturers, processors or. wholesalers.

Nova Scotia levies a tax on all tobacco products in any
‘form. Vendors are required to be licensed, and the tax
" is collected from the original purchasers whether they be.
wholesalers or those retailers buying dlrectly from tobaCCO”
companies. : S
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‘ All of the larger municipalities require vendors
to hold a licence hefore selling tobacco products at retail.
There is usually a-differential in the fee dependent on
whether the vendor is concerned solely with tobacco or with
various types of manufactured tobacco. products.

Some of the provinces have prohibited the use of
vénding machines Tor the sale of cigarettes since the
merchant is not in'a position to check the age of the
purchaser, ~ (nearly all provinces have specified minimum
age). In other instances, cigarette vending machines can
be used only where a licence has been obialned from
munlclpal authorities.

BONDED MANUFACTURERS AND BONDED WAREHOUSES

Applications for a licence to manufacture in bond -
under ‘the Federal IExcise Act must be made to the Regional
Director of Excise Duty in whose region the business is to
be carried on. The licence fee is $50. 1In addition, a
guarantee bond must be furnished to the Department of .
National Revenue in such sums as may be designated.

A bonded manufacturer may receive into his premises
all spirits and other articles commonly used in the manu-
facture of his goods, without payment of excise charges
otherwise exigible. Products manufactured in bond may not
be removed from the preniises until a permit for such removal
has been obtalned from the local Collecfor.

Any portion of the premises of a bonded manufacturer
may be designated as a bonded warehouse, with no extra charge
being payable. A bonded warchouse is any warehouse in Whlch
goods subject to customs and exc:se may be storcd or de~
posited without payment of duty.

Where permission to operate a bonded warehouse is
requested by other than a licensed manufacturer of goods
subject to excise, there would be an annual charge of $50
plus the requirement that the applicant flle bond with Lhe
Depariment of National Revenue. -
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AMUSEMENT"OR'ENTERTAINMENTVTAX .

All prov1nces, exceptlng Saskatchewan, Alberta

:and British Columbia levy an amusement orxr: entertalnment

tax. : The owned or operator of each place of amusement 1s '
requlred to be llcensedat S - '

: n“~15 Taxatlon authorltles exercise control through

. the supply of consecutlvely numbered tickets recorded at

the tinme they are issued; and checked agalnst perlodlc,

" returns made by the- opcrator In Manltoba, an operator

arranges for his own’ supply, ~and in Nova Scotia, a theatre R
operator can‘do- likewise, in some. instances. In ‘the

- -Province of Quebec,  the tickets are dlstrlbuted by munlclpal
.authorltles who retaln one—half of the tax collected

. Apart from llcen81ng in the 1nterests of protectlng

- revenues,’ ‘there are “also business licences to be. obtalned.i:_

These other” llcences come under the purview of’ local o
auihorltles . Tt may beé generally stated that all larger -
munlclpalltles have taken full advantage of such source of-

l”revenue._ ‘Municipal licensing by-laws usually make particular
. reference to theatres, public halls, circuses and travelling

|
|
shows, roller-skating rinks, billiard and bowling alleys, o
etc. Where no specific reference is made, the place of :
entertainment is usuallv caught under a blanket llcen81ng
requlrement , RO ‘

Alberta, New Brunsw1ck Nova Scotia), Ontarlo and

-Saskatchewan have enacted leglslatlon having spe01flc

reference to the control and operation of theatres; other
provinces have referred to the operation of such places of"
amusement in a general: 110ens;ng statute. Such leglslatlon

‘extends to the field of regulation for protection and

control rather than for the purpose of raising revenues.

Every owner, lessee, licensee or manager of a
theatre or film exchange, every person owning, managing or
having control of a motion picture projector, -and. every
projectionist, is usua]}y requlred to obtain. an annual
licence. :
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GASOLINE TAXES

A1l provinces ]ovy a tax, or taxes, on gasoline,
dlosel or other motive fuels. The level of tax ranges from
10¢ per gallon. of gqgollno in Alberta to 27¢ per gallon of
diesel fuel in Nova Scotia. In levying these taxes special
consideration is extended iﬁ»ihe form of ltax exemption or
refund of tax for "off-highway™ or stationary industrial
usage. :

, In order 10 proteot their revenues from Lheso
taxes, all provinces require that parties hand]lng gasoline
be licensed. Licences are required by importers, refiners,
distributors, jobbers. wholesalers, retailers and agents,

in order to offer for salo and sell gasoline, kerosene or
'dl%il]LaLP '

As a Turther measure of control, most provinces
require that a permit be obtained to place, erect, or
alter any gasoline pump in whole or in part.
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