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Special Registration Number

Social Service Tax Act

Do you regularly purchase production machinery and equipment?
Do you regularly purchase items for use outside of British Columbia?

This bulletin provides specific information about the Special Registration

Number (SRN). Effective April 1, 2008, eligible businesses may enter into a voluntary
agreement with the ministry for an SRN that allows them to purchase certain items for
business use exempt from social service tax, also called the provincial sales tax (PST).

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

OVEIVIEW..uuouiiiriririniinniinniisisiissiisssssssssissssssssssssssssssssssssssssasssssans 1

Eligible BUSINESSES ......cceeeurriririiiiiritiriiiinisisisiisesesisenssseseseanes 2

Application Process ..........einnencennninicncennissnseeesnssscsennns 4

Using Your Special Registration Number.............cccocverveurvincncncns 5

Other Bulletins .......coceeceiiienniinniiinniinniinnninnscnsnicnsscsssencens 6
Overview

The SRN allows eligible businesses to purchase certain items for business use exempt
from PST at the point of sale, and self-assess and remit the PST due on any items later
used for a taxable purpose.

Using the SRN replaces the need to complete a Certificate of Exemption — Production
Machinery and Equipment form (FIN 453/M) for purchases of production machinery,
equipment and parts. It also replaces the need to apply for a refund of PST paid on
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items purchased and stored in British Columbia and shipped for use outside the

province. The SRN reduces administrative costs for businesses that regularly purchase

these items.

While many businesses will benefit from the SRN, SRN holders must fulfill certain
obligations which may outweigh the benefits. Please read the rest of this bulletin to
determine if you meet the requirements for the SRN, and to decide whether the SRN
would be beneficial for you.

Eligible Businesses

You may qualify for the SRN if you meet all of the following requirements.

1.

You qualify for the production machinery and equipment (PM&E) exemption,

and/or you regularly purchase and store goods in British Columbia for use outside

the province.

Your average annual purchases and/or leases for the last three fiscal years meet
either of the following minimum requirements.

a) Production machinery, equipment and parts

$250,000 — taxable and exempt purchases and leases

This includes purchases and leases of machinery, equipment and parts for
which you received the PM&E exemption. It also includes purchases and
leases of machinery, equipment and parts that were eligible for the PM&E
exemption but were taxable because they were used for taxable purposes.

For example, a manufacturer purchases six forklifts. Forklifts qualify for the
PM&E exemption if used directly in the production process and at a
qualifying manufacturing site. The manufacturer claims the PM&E

exemption for four of the forklifts because they will be used in the production

process and at the manufacturing site. Two of the forklifts are taxable
because they are used to transport goods from the first storage area to the

loading area for transportation, which is a taxable use. To determine whether

the manufacturer meets the $250,000 requirement, they average the annual
purchases of all the taxable and exempt forklifts.

$125,000 — exempt purchases and leases only
Of the $250,000 in machinery, equipment and parts described above, at least
$125,000 must be purchases and leases for which you received the PM&E
exemption.
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b) Inventory items for use within and outside of British Columbia

$250,000 — taxable and non-taxable purchases

This includes inventory items for which you received a refund because they
were purchased and stored in British Columbia and later shipped for use
outside the province. It also includes inventory items that were purchased
and stored in British Columbia and were taxable because they were used in
British Columbia.

For example, a company purchases office furniture for its offices in

British Columbia and Alberta. It stores all the furniture in its

British Columbia warehouse. A portion of the furniture is taxable because it
is used in the British Columbia offices and a portion of the furniture is eligible
for a refund because it is shipped to the Alberta offices. To determine
whether the company meets the $250,000 requirement, they average the
annual purchases of all the furniture for both British Columbia and Alberta.

$125,000 — non-taxable purchases only

Of the $250,000 in inventory purchases described above, at least $125,000
must be purchases for which you received a refund because the items were
purchased and stored in British Columbia and later shipped for use outside
the province.

Please note: To meet the $250,000 and $125,000 minimum purchase requirements,
you can combine your purchases and leases of machinery, equipment and parts
with your purchases of inventory for use within and outside of British Columbia.

3. You have conducted business in British Columbia for at least three years.

4. You have a good compliance record with the ministry. For example, you
self-assess and remit any PST that is due on time.

5. You maintain a suitable accounting system. For example, you have a
computerized accounting system, you use Generally Accepted Accounting
Principles, and you have established procedures for assigning and tracking
inventory.

6.  You have an active PST account with the ministry. If you do not currently have an
active PST account, you need to apply for a PST account at the same time that you
apply for an SRN. For details, please see the section below, Application Process.

If you have any questions about your eligibility for the SRN, please contact us.

Special Registration Number Page 3 of 6



Application Process

To apply for an SRN, you complete an Application for Special Registration Number
form (FIN 384). This form will be available shortly from the ministry or any
Service BC Centre. It will also be available on our website at www.sbr.gov.bc.ca
/business/Consumer_Taxes/Provincial_Sales_Tax/forms.htm

It is important that you read the detailed instructions provided on Page 2 of the
application form.

The following are some important points about the application process.

*  An SRN will only be issued to you if you have an active PST account with the
ministry. If you do not have an active PST account, you must complete an
Application for Registration as a Vendor form (FIN 418) and attach it to your
Application for Special Registration Number form (FIN 384). For information on
requirements for registered businesses, please see Bulletin SST 044, Registering to
Collect Provincial Sales Tax (PST) and Bulletin SST 032, Completing the Social Service
Tax Return.

*  Only one SRN will be assigned per PST account. If you require more than
one SRN, please provide PST account numbers for each SRN required.

*  When you submit your Application for Special Registration Number form (FIN 384),
attach your Statements of Changes in Financial Position, Income Statements and
Balance Sheets for the last three fiscal years.

If the ministry approves your application, the ministry will send you an agreement that
outlines the details of your SRN, such as how to maintain your eligibility for the SRIN.
You must sign and return this agreement before the ministry can issue an SRN to
you. Please keep a copy of the signed agreement for your records. Once the ministry
receives your signed agreement, the ministry will send you an SRN certificate.

You can contact us to request copies of your SRN certificate for your branch offices.

If you are not eligible for an SRN, or if your application contains incomplete
information, the ministry will contact you by mail.
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Using Your Special Registration
Number

Your agreement with the ministry will set out the details of what you can purchase with
your SRN. Depending on these details, you can use your SRN to purchase and/or lease
the following:

a) production machinery, equipment and parts, and/or

b) inventory items for use within and outside of British Columbia.

This includes the same items that determine your eligibility for the SRN (see section
above, Eligible Businesses).

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

In case you are audited, keep records to show what items you purchased with your
SRN and how these items were used.

If you determine that an item you purchased with your SRN has later been used for a
taxable purpose, you must self-assess and remit the PST due on that item. You remit
the PST on your Social Service Tax Return form (FIN 400) for the reporting period in
which the item is used for a taxable purpose. For details on completing this form,
please see Bulletin SST 032, Completing the Social Service Tax Return.

For example, you self-assess the PST due on the following purchases.

*  Machinery, equipment and parts that do not qualify for the PM&E exemption.
For information on what qualifies for the PM&E exemption, please see the
bulletins listed in the section below, Other Bulletins.

*  [Items that are used in British Columbia and are not exempt production machinery,
equipment or parts.

If, after 12 months from the date of purchase, you still do not know whether an item
will be used for a taxable or exempt purpose, you must self-assess and remit PST on
that item. You remit the PST on your Social Service Tax Return form (FIN 400) for the
reporting period in which the 12-month anniversary occurs. For details on completing
this form, please see Bulletin SST 032, Completing the Social Service Tax Return.

Penalties and interest may apply if you do not remit PST when it is due.
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Other Bulletins

The following are additional bulletins which may be relevant to your business.
SST 054, Manufacturers

SST 055, Oil and Gas Industry — Producers and Processors

SST 081, Mining Industry

SST 112, Logging Industry

SST 126, Oil and Gas Industry — Service Providers and Contractors

SST 127, Oil and Gas Industry — Exploration, Discovery and Development

@ Need more info?

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, Section 93.1 and Regulations, Division 19.
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