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XTC INDUSTRIES LTD.

and

THE MINISTER OF NATIONAL REVENUE

Appellant

Respondent

The appellant is a small manufacturing and retail outlet for recreational vehicles. In the
course of its manufacturing operations, the appellant sometimes converts vehicles that it owns, or that
are owned by other retailers, into motor homes or recreational vehicles. Those vehicles are then sold
to either consumers or other retailers. The issue in this appeal is the manner in which the appellant's
sales to consumers are treated in comparison with its sales to other retailers.

HELD: The appeal is dismissed.
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REASONS FOR DECISION

Thisis an apped under section 81.19 of the Excise Tax Act" (the Act) of an assessment of the
Minister of Nationa Revenue.

The appellant is a smal manufacturing and retail outlet for recreationd vehicles. In the course
of its manufacturing operations, the appellant converts vehicles that it owns, or that are owned by other
retallers, into motor homes or recreationa vehicles. Those vehicles which it owns are then sold to
consumers, while the vehicles that are owned by other retailers are returned to them for a price that
includes the conversion costs and the appellant's profit margin.

At the hearing, XTC Industries Ltd. was represented by its Presdent, Mr. Merv Hawthorne,
who aso tedtified on behaf of the gppdlant. Although the appellant's representative had other
grievances with respect to the assessment, he clarified that the only issue in this gpped was the manner
in which the appellant's sales to consumers had been treated in comparison with the sales to other
retallers. From the documents on file, as well as from the evidence gathered at the hearing, it appears
that the gppellant remitted sales tax using the same method for both types of sdes.

However, as reveded by the testimony of Mr. Bryan Beaulieu, the officer of the Department
of Nationa Revenue (Revenue Canada) who carried out the audit of the appdlant's business, the
appdlant was assessed on the find sdle price of its salesto consumers. Mr. Beaulieu also testified that,
with respect to those sdles, the assessment takes into account and deducts the sles tax dready paid on
the cost of the chassis, which tax was remitted by the car manufacturer. Moreover, a credit for the tax
that was remitted by the appellant in relation to the converson was also deducted. Mr. Beaulieu
further dlowed a 15-percent deduction from the sale price before calculating the tax. He explained that
the deduction applies only to the sales to consumers. The deduction, he said, is an adminigtrative
concesson granted to offset an inequity between licensees, such as the appdlant, and car deders,
which are consdered smal manufacturers under the Act and which do not have the same tax burden as
does the appellant.

The appellant's representative argued that the sales tax is a manufacturing tax and that,
on that basis, the only manufacturing operation in this case was with respect to the conversion

1. RS.C. 1985, c. E-15.
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and not the chasss. Therefore, he argued that the gppellant should only remit sdes tax on the
manufacturing cost and not on its profits. The appellant's representative further argued that sales tax
was included and paid on the chassis purchased by the gppdlant. He aso contended that the 15
percent deduction should be dlowed on dl sales made by the gppel lant.

Counsd for the respondent submitted that sales tax must be assessed on the full sale price of
the converted vehicles sold to consumers. The sde price, she said, is congtituted of an amount for the
chassis, an amount for the conversion work and an amount representing markup and profit, in other
words, the "sale price" as defined in section 42 of the Act.

The Tribund is of the view that this appeal should be dismissed. The appellant, that had the
burden to prove that the assessment is incorrect either in law or in fact, has falled to convince the
Tribund. The Tribuna notes that, to support his postion that the appellant's profits should not be
included in the calculation of the sde price, the appelant's representative argued that those profits
concern only the appellant and not the respondent. However, section 42 of the Act defines the words
"sde price’ for purposes of the sales tax provisons of the Act. There is no doubt, in light of that
definition, that the sale price on which salestax isimposed under subsection 50(1) of the Act is, by law,
the price charged by the appdlant to its customers, which price undoubtedly includes any amount for
profit or markup. As for the rest of the assessment, the Tribund is convinced that the auditor did
everything possible to minimize the gppellant's liability under the Act, as he deducted the tax paid on
the chasgis, thus avoiding double taxation, and alowed the 15-percent deduction permitted under the
departmental administrative concesson for salesto consumers.

After hearing this case, the Tribuna believes that, more than anything else, this gpped revedsa
misunderstanding, first, as to how the saes tax provisons of the Act operate and, second, as to the
avallability and scope of some administrative concessions that Revenue Canada dlows from time to
time in specific circumstances. In the case a hand, the appellant was granted those concessons. A
deduction was properly adlowed for the tax adready paid on the chasss and, with respect to those
vehiclesthat the appellant owned, a 15-percent deduction from the sale price was allowed.

For dl these reasons, the gppedl is dismissed.
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