Ministry of Finance
Tax Bulletin

BRITISH
COLUMBIA

The Best Place on Earth

ISSUED: July 1990 REVISED: October 2009

Bulletin SST 008

| Subscribe |

Boat Vendors

Social Service Tax Act

Are you a boat vendor?

www.fin.gov.bc.ca/rev.htm

Do you need to know how PST applies to boats that you sell or lease?

This bulletin provides specific tax information to help you understand how the social
service tax, also called the provincial sales tax (PST), applies to new or used boats that

you sell or lease.

For general PST information that applies to all businesses, such as who needs to

register, when general exemptions apply, and how to charge and collect the PST,
please read our Small Business Guide to Provincial Sales Tax (PST).

Table of Contents

DefiNItioNsS....ccceviiceerrinrininensinsicnnsnsssssssnssssssssssssssssssssssssssnssssssssssssssons 1
Sales ANd LeaSES ...cccceverrerrereercunencsessessessassassassnsssssssssasssssssssssassassnsens 2
PUTCRASES....couiririrerrinnisaiisisisnisesinsesssssssssssssssesssssssssssssssssssssssssssons 5
Boats Converted from Tax Exempt to Taxable Use.................... 7
TaXaD1E SEIVICES .uvrcvrrurrureirinrnnrnnrensensnssassnnenssssessssssssssssssssassnssassnsans 8
Environmental Levy on Batteries..........ccovevunnienuicrnnncesncncnenns 8

Definitions

The term boat means any type of new or used watercraft, including those propelled by

oars, paddles, sails, engines, water jets or other means, and also those with no means of

self-propulsion, such as barges.

This bulletin has been completely rewritten and replaces the previous version dated February 2007.
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Floating structures with no means of self-propulsion, such as floating homes, may
qualify for exemption from PST as portable buildings. For more information, please
see Bulletin SST 031, Houseboats and Other Floating Buildings and Bulletin SST 048,
Sales and Leases of Portable Buildings.

The term lease means the rental of a boat alone, without the provision of an on-board
skipper, guide, crew, instructor, or other person.

The term charter means the rental of a boat with the provision of an on-board skipper,
guide, crew, instructor, or other person.

Sales and Leases

When to Charge PST

Sales to British Columbia residents

You charge PST when you sell or lease a boat to a resident of British Columbia and
deliver the boat within British Columbia. You also charge PST on any accessories you
sell or lease with the boat, such as a trailer or fishing gear.

You do not charge PST on refundable damage deposits and other charges that are not
part of the normal lease charge, such as charges for fuel and optional insurance, which
are shown separately on the invoice to your customer.

Sales to non-residents
You charge PST when you sell or lease a boat to a non-resident of British Columbia and
deliver the boat within British Columbia.

Sales on consignment
You charge PST on the sale of a boat and accessories that you sell on consignment.

Sales with trade-ins

You charge PST on the difference between the sale price of a boat and the credit for the
trade-in if:

*  your customer is the owner of the trade-in boat,

*  your customer paid PST on the trade-in boat, and

*  you accept the trade-in boat at the same time you sell the boat (the sales agreement
must show the value of the trade-in).

Please note: A trade-in boat accepted as a down payment on a lease or as a partial
payment against future lease payments cannot be used to reduce the amount of PST
you charge.
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Leases to a charter outlet
You charge PST on the lease price of a boat to your customer who uses the boat to
provide charter services to others.

For more information, please see Bulletin SST 079, Service Charges, Trade-Ins and Returns
and Bulletin SST 082, Rentals and Leases of Tangible Personal Property.

Documenting Sales

You record all boat sales on a Social Service Tax Return — Boats, Aircraft and Manufactured
Homes (FIN 424) and include this form with your tax return (FIN 400).

When Not to Charge PST

Out-of-province sales

If you ship a boat to an out-of-province location, you do not charge PST on the sale

or lease. To justify why you did not charge PST, your records must clearly show that
the boat was shipped by you for delivery out of the province, such as bills of lading,
third-party delivery documents or shipping invoices. For more information, please see
Bulletin SST 030, Purchases by Non-Residents of British Columbia.

Sales to other retailers

You do not charge PST on boats that you sell or lease to other retailers if they provide
their PST registration number. When you sell to other retailers, you record their PST
registration number on each invoice and keep it in your records to show why you did
not charge PST.

Sales of vessels over 500 tons
You do not charge PST on the sale or lease of a self-propelled vessel over 500 tons gross.

Sales to bona fide commercial fishers

You do not charge PST on the sale or lease of a boat to a bona fide commercial fisher if
the bona fide commercial fisher provides you with a completed Certificate of Exemption as
a Commercial Fisher (FIN 459). For more information on who qualifies as a bona fide
commercial fisher, please see Bulletin SST 025, Bona Fide Commercial Fishers.

Sales to bona fide aquaculturists

You do not charge PST on the sale or lease of a boat to a bona fide aquaculturist if

the boat is up to 20 m in length and the bona fide aquaculturist provides you with a
completed Certificate of Exemption as an Aquaculturist (FIN 599). For more information
on who qualifies as a bona fide aquaculturist, please see Bulletin SST 050, Bona Fide
Aquaculturists.
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Sales to First Nations customers
If you sell or lease a boat to a First Nations customer, you do not charge PST when:

*  your customer holds a Certificate of Indian Status card issued by the federal
government,

*  yourecord your customer’s name and Certificate of Indian Status card number,
*  yourecord your customer’s band name and number,
*  your customer signs the sales agreement or a log book, and

= for a sale, the sale occurs on a reserve, or you deliver the boat to reserve land
(the delivery slip shows F.O.B. reserve if you use a common carrier), or

= for a lease, the lessee resides on reserve land.

If your customer represents a First Nations Band and purchases or leases the boat on
behalf of the band, they must give you written authorization from the band to act on its
behalf. The authorization must include:

the band name,

the band number,
*  the name of the person authorized by the band to make the purchase or lease, and

*  asignature of a band official.

To show why you did not charge PST, you need to keep all the required documentation
with your records.

If you deliver a boat to a dock located in waters next to the reserve, and the dock is the
only means of delivering the boat by water, you are considered to have delivered the
boat to reserve land.

For more information, please see Bulletin SST 034, Procedures for Making Exempt Sales
or Leases to Indians and Indian Bands, and Bulletin SST 046, Exemption for Indians and
Indian Bands.

Please note: The exemption does not apply to Nisga’a Citizens or to sales and leases
made on, or delivered to, Nisga’a land. Nisga’a Citizens are Nisga’'a individuals
included in the Nisga’a Final Agreement and who pay provincial taxes, effective
June 1, 2008. For more information, please see Bulletin GEN 013, Provincial Taxes on
Nisga’a Lands.

Leases to a lease outlet
You do not charge PST on the lease price of a boat to your customer who re-leases
the boat to others. However, your customer will need to provide a PST registration
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number. In this situation, you record the PST registration number on each invoice and
keep it in your records to show why you did not charge PST. You continue to file tax
returns during the period you lease the boat to your customer, even if you do not make
any taxable sales or leases. Your customer is responsible for collecting and remitting
the PST due on the re-lease of the boat. For more information, please see

Bulletin SST 032, Completing the Social Service Tax Return.

Charter services
You do not charge PST on charter services that you provide to your customer.

Purchases

When to Pay PST

You pay PST on the purchase or lease of new or used goods and services that you use in
your business, such as:

*  stationery, furniture and office equipment,

*  advertising materials, such as flyers and brochures,

*  goods you purchase to give away as free promotions,

*  computer hardware and software (unless custom software),
*  boats that you use to provide charter services,

*  supplies that do not become part of the goods you are servicing, such
as oils, lubricants, cleaning cloths, paper towels and cleaning supplies,

*  machinery, tools and equipment used to perform your services, and

*  services to repair or install replacement parts for your equipment, such as boats
you use to provide charter services.

If the supplier does not charge you PST on the above items, you self-assess and record
the PST due at Step 3 of your next tax return.

Purchases from Out-of-Province Suppliers

If you purchase taxable goods from an out-of-province supplier, you pay PST on the
total amount that you pay to bring the goods into British Columbia, including charges
for transportation, customs, excise and any other costs, except the goods and services
tax (GST). If the supplier does not charge you PST, you self-assess and record the PST
due at Step 3 of your next tax return.
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When Not to Pay PST
You do not pay PST on the following;:

*  goods you purchase for resale or lease to your customers, and

=  containers, labels or packaging materials that are included with your sales at
no extra charge to your customers.

To purchase the above items without paying PST, give the supplier your PST
registration number.

If you take taxable goods from your resale inventory for business or personal use, you
self-assess PST on your cost of the goods. For more information, please see the section
below, Boats Converted from Tax Exempt to Taxable Use.

Purchases of boats used solely for leasing

You do not pay PST on the purchase of a boat that is bought solely for lease. You also
do not pay PST on services to repair or to install replacement parts for the boat. To
purchase a boat for lease, and the repair and replacement parts, without paying PST,
give the supplier your PST registration number. However, you are required to pay PST
if you purchase a boat before you obtain a PST registration number.

If you pay PST on the purchase of a boat that is used solely for lease, you can apply for
arefund. To apply for a refund, you need to complete the Application for Refund of Social
Service Tax or Hotel Room Tax form (FIN 413). You need to keep records of all leases and
other uses of the boat, such as trouble-shooting mechanical problems. If the boat has
the capability of recording engine usage, you need to keep records of all hours of engine
usage from the date that you purchased the boat to the date that you received your PST
registration number. You may not receive a refund if you do not have detailed records.

Purchases of boats used for leasing and occasionally used for chartering

You do not pay PST on the purchase of a boat that you occasionally lease with an
operator, as long as the boat that you lease remains part of the lease inventory in your
company books or accounting records.

However, you need to self-assess the PST due on the normal lease price of the boat
when you occasionally lease it with an operator. The normal lease price is the price
usually charged to your customers for the bare lease of the boat.

For example, you normally lease a boat from your regular lease inventory for
$200 a day. You also occasionally provide an operator with the lease for $300 a day.
The boat remains part of the lease inventory in your accounting records. In this case,
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your customer does not pay PST. However, you are required to self-assess the PST due
on the normal $200 a day lease price.

Boats Converted from Tax Exempt to
Taxable Use

You pay PST if a boat is purchased originally for lease, but you:
*  use it later for charter purposes,

*  use it for business or personal purposes, such as giving it to your spouse or your
dependent children to use, with or without charge, or

*  lend it to others without charge.

For example, if you purchase a boat and only lease it to tourists by the hour or by the
day, you can purchase the boat tax exempt. However, if you subsequently use the
boat to deliver goods that you sell in your business, you pay PST on the greater of the
depreciated value of the boat or 50% of the original purchase price of the boat.

You pay PST at the time the use changes from non-taxable to taxable. You calculate
the PST due based on straight-line depreciation at the rate of 15% per year (1.25% per
month).

For example, you purchase a boat for lease on January 1, 2008 for $1,000, and you
convert the boat to a taxable use on December 31, 2008. You calculate the PST as
follows.

Purchase Price $1,000
Depreciated Value [$1,000 — ($1,000 x 0.15 x 1)] = $850
PST due $850 x 0.07 = $59.50

PST is due on the depreciated value ($850) because it is greater
than 50% of the purchase price.

For more information on leased equipment converted to taxable use and examples of
calculating the PST due, please see Bulletin SST 082, Rentals and Leases of Tangible
Personal Property.

Boats Owned by a Corporation

If the director or a shareholder of your corporation leases a boat that is owned by your
corporation, you charge PST on the lease price of the boat, as long as the rates you
charge are available to other individuals who lease the boat.
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However, if you provide a special rate (e.g. a 10% discount) to the director or the
shareholder of your corporation, this is considered a taxable use of the boat by your
corporation. You pay PST on the greater of the depreciated value of the boat or 50%
of the original purchase price of the boat.

Boats Leased Back from a Leasing or Charter Outlet

If a leasing or charter outlet allows you to lease back your boat and subsequently use
the boat for a fee, you pay PST on the fee, as long as the outlet is still using the boat for
leasing purposes.

However, if the outlet allows you or others to use the boat without charge, this is
considered a taxable use of the boat by the outlet. The outlet is required to self-assess
and pay PST on the lease price of the boat that is leased from you.

Taxable Services

A taxable service is any service provided to install, assemble, dismantle, repair, adjust,
restore, recondition, refinish or maintain tangible personal property. If you have a boat
repair shop, please see Bulletin SST 018, Taxable Services.

Environmental Levy on Batteries

Sales

You charge a $5 provincial environmental levy on each new lead-acid battery weighing
2 kg or more that you sell with a boat. If a boat has more than the standard number of
batteries, you charge the levy on each battery sold. You do not charge the levy on
rebuilt, reconditioned or used batteries.

You do not charge PST on the levy, as the levy is not part of the sale price of a boat. The
levy should be shown separately from the PST on the invoice.

You record the amount of the levy you charge in Box B on your next tax return. The
vendor’s commission (Box C) applies to the total amount of PST and the levy collected
during the reporting period.

Leases

You pay a $5 provincial environmental levy on new lead-acid batteries weighing 2 kg or
more for boats in your lease inventory. Rebuilt, reconditioned or used batteries are not
subject to the levy.
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You do not pay PST on the levy, as the levy is not part of the purchase price of a boat.
The levy should be shown separately from the PST on the invoice.

You can recover the cost of the levy from your customers by adding the amount of the
levy to the lump sum lease price of the boat, provided that the lease agreement meets
all three of the following criteria.

1.  The customer’s agreement to pay all taxes, fees and levies due is clearly indicated.

2. There is no separate charge for the levy other than a reference to a provision that
allows you to recover the levy.

3. The agreement states that the lessee must pay the amounts for recovery of the levy
to obtain the right to use the boat.

You do not charge the levy to non-residents of British Columbia who take deliveries
outside of the province or to eligible First Nations customers.

For more information, please see the Bulletin SST 015, Environmental Levies.

@ Need more info?

Boats website: www.sbr.gov.bc.ca/industry_specific/boats/boats.htm

Telephone (Vancouver): 604 660-4524
Toll free in Canada: 1 877 388-4440
E-mail: CTBTaxQuestions@gov.bc.ca

The information in this bulletin is for your convenience and guidance and is not a
replacement for the legislation. The Social Service Tax Act and Regulations are on our
website at www.sbr.gov.bc.ca/business/Consumer_Taxes/Provincial_Sales_Tax
/legislation.htm

References: Social Service Tax Act, Sections 1, 5, 9(1.1), 11, 16, 19, 20.2, 23, 24, 66, 67, 73(1)(c), 73(1)(d),
77(b), 78(1), 78(1.2), 79(3), 92, 92.2, 93, 96(4), 97, 98 and 112.1-112.7, and Regulations 2.9, 2.21(1), 2.37, 2.38,
2.45(b), 4.9 and 5.6
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