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ET/SL 1 Changes in Excise Levies on Tobacco Products
February 8, 1994

CHANGES | N EXCI SE LEVI ES ON
TOBACCO PRODUCTS

On February 8, 1994, the Prine Mnister announced changes in
exci se tax rates on tobacco products. These changes form part of
the federal governnent’s efforts to conbat tobacco smuggling.

The mai n changes i ncl ude:

i ntroduci ng new rates of excise tax on certain tobacco
products;

providing a rebate to whol esalers and retail ers of
exci se taxes already paid on certain tobacco products
they are holding in their inventories as of the

begi nning of the day on February 9, 1994; and

rei nposing the export tax on certain tobacco products.

New rates of excise tax

The new rates of excise tax are as foll ows:

Cigarettes $0. 13388 per five cigarettes (a
reduction of $5 per carton of 200
cigarettes)

Manuf act ur ed $10. 648 per kilogram (a reduction of $5
t obacco per 200-gram package)

Tobacco sticks $0.01065 per stick (a reduction of $5
per carton of 200 sticks)

Ci gars the greater of $0.03947 per cigar
or 50% (a reduction of 15%

The new rates of excise tax will apply to goods delivered to
purchasers on and after February 9, 1994. The governnent wll be
announci ng further excise tax reductions on tobacco products sold



I n certain provinces, depending on the extent to which the

I ndi vi dual province reduces its own tobacco taxes, and whet her
the province has a tobacco products marking systemin place. For
exanple, if a province reduces its tobacco tax on cigarettes by
$8. 00 per carton of 200 cigarettes, the additional federal
reduction will total $3.00 per carton if the province has in

pl ace a tobacco products marking system

These future reductions will be Iimted to a nmaxi mum of $5.00 per
carton of 200 cigarettes.

Rebate for tobacco products held in inventory by whol esal ers and
retailers

The Prime M nister announced that whol esalers and retailers w il
be eligible for a rebate of excise taxes already paid on
cigarettes, manufactured tobacco, and tobacco sticks they are
holding in their inventories at the begi nning of the day on
February 9, 1994. The rebate equals the difference between the
old and new | evel s of excise taxes on these products.

Amount of rebate
Cigarettes $5 per carton of 200 cigarettes

Manuf act ured t obacco $5 per 200 grans of fine-cut tobacco

Tobacco sticks $5 per carton of 200 tobacco
sticks

Note: There will be no rebate for cigars.

There will be Iimted additional rebates paid where provinces

t hat have provincial marking schenes in place reduce their own

t obacco taxes by nore than $5 per carton of cigarettes. Separate
i nstructions regarding these additional rebates will be provided
after any province announces its reductions.

How to clai mthe rebate

Step 1

Both whol esalers and retailers will have to take an inventory of
t obacco products they are holding in stock at the begi nning of
the day on February 9, 1994, for which they have paid excise
taxes. To do this, they can take a physical inventory count, or
they can use any other neans to determ ne the inventory as of
that time (e.g., a perpetual inventory systemthat is
periodically verified by referring to actual quantities on hand).



If they take a physical inventory count after February 9, 1994,
they will have to reconcile it to that date, and support it with
records that substantiate all receipts and dispositions of
tobacco products, so that it accurately reflects the inventory as
of the beginning of the day on February 9, 1994.

Step 2

They will have to conplete the rebate claimform They wll be
able to get these fornms from Revenue Canada district offices and
t obacco whol esal ers soon. They wll find instructions on howto
conplete it on the back of the form They nust be sure to sign
the rebate claim since Revenue Canada will not be able to
process an unsigned form

Step 3

Retailers wll have to send their clains to their tobacco
suppliers. Wolesalers will have to send their clains to the

foll ow ng address:

Tobacco Rebate Centre
Gtawa, Ontario

K1A 1J6
Revenue Canada will issue rebate cheques directly to applicants,
once it has verified the rebate anount. Paynents wll only be

i ssued after legislation is passed by Parlianent and enact ed.

Retail ers and whol esalers will have to retain on file any

i nvoi ces, inventory counts, and other docunents to support their
claims. Revenue Canada auditors may ask to see these records to
verify the anmount of the rebate claim

Speci al instructions for whol esal ers
If you are a whol esaler, you should keep the following in mnd:

Your retailer custoners will be sending their rebate
clainms to you. You will have to batch these clains
according to instructions which you will receive from
Revenue Canada with your supply of rebate claimforns.

You wi Il have to send batches of rebate clains to the
Tobacco Rebate Centre at the address indicated above.

I f you do not submt rebate clains you receive from
your retailer custonmers to Revenue Canada, you will be
subject to penalties.

No rebate will be avail able on taxes paid on goods
returned after today’s announcenent by the Prinme
M ni ster.



CGener al

Peopl e who receive rebates that Revenue Canada auditors |later
determ ne were nore than the amounts to which they were entitled
will have to return the anount of the overpaynent to Revenue
Canada. They will also be subject to a penalty of 0.5% per nonth,
and to interest at the prescribed rate. Substantial penalties
will also apply for fraudul ent clains.

For nore information about this rebate, or for copies of the
rebate claimform contact any of the Revenue Canada offices
listed in this notice.

Rei nposi ng the excise tax on exports of tobacco products

Ef fective February 9, 1994, the federal governnent will reinpose
t he excise tax on exports from Canada of tobacco products. The
export tax was previously suspended on April 8, 1992.

Export tax rates

The export tax rates are as follows:

Cigarettes 20 cents per five cigarettes
($8.00 per carton of 200
cigarettes)

Manuf act ur ed $26. 667 per kil ogram

t obacco

Tobacco sticks 2.667 cents per stick ($5.33 per

carton of 200 sticks)

Products on which the export tax wll not apply

The export tax will not apply to the follow ng tobacco products:
tobacco products sold to Canadian or foreign duty-free
shops;
cigars;

t obacco products described in section 23.3 of the
Exci se Tax Act (brands not usually sold in Canada); and

any ot her exports of tobacco products by a |licensed
manuf acturer, up to a maxi num of 3% of that

manuf acturer’s previous year’s production of tobacco
pr oducts.

Ref unds



Manuf acturers that have paid tax on exported tobacco wll be able
to claima refund of the tax if they can produce witten evidence
that all of the taxes inposed by a foreign governnent on those
exported tobacco products have been paid.

More i nformation about these excise tax changes is avail able from
any of the Revenue Canada offices |isted at the end of this
notice.

ET/SL la Changes in Federal Excise Taxes on Tobacco Products for
sale in New Brunsw ck

February 12, 1994

CHANGES | N FEDERAL EXCI SE TAXES ON TOBACCO PRODUCTS
FOR SALE I N NEW BRUNSW CK

This notice provides information which supplenents the excise tax
information provided in the notice Changes in Excise Levies on
Tobacco Products dated February 8, 1994, and relates particularly
to sal es of tobacco products in New Brunsw ck

The federal governnent has introduced further reductions in the
exci se taxes on tobacco products destined for sale in New
Brunswi ck. This is because the Province of New Brunsw ck has
announced a reduction in its tobacco tax rates with effect from
February 11, 1994.

New exci se tax rates

Ef fective February 11, 1994, excise taxes payable on tobacco
products that are clearly marked or stanped for retail sale only
in New Brunswick will apply at the follow ng rates:

Cigarettes $0. 08388 per five cigarettes
Tobacco sticks $0. 00575 per stick
Manuf act ured tobacco $9. 448 per kil ogram

Not e: Throughout this notice the term "manufactured tobacco”

refers to manufactured tobacco other than cigarettes and tobacco
sti cks.

Since New Brunsw ck does not currently have a marking or stanping
systemin place to identify tobacco products destined for sale
only in New Brunsw ck, the excise tax rates on tobacco products
will for now remain as announced in the notice of February 8,
1994.



Interimcredit system

However, for the next three nonths, an interimcredit systemw||
ensure that the full extent of the reduction in taxes is given
effect in New Brunswi ck. The credit systemw || function as
fol | ows:

Whol esal e vendors |icensed by New Brunswi ck to sel

t obacco products in New Brunsw ck nust take a count of
their stock of cigarettes, tobacco sticks and
manuf act ured tobacco destined for final sale in New
Brunswi ck, on hand at the begi nning of February 11,
1994,

Whol esal e vendors |icensed by New Brunsw ck who sel
manuf act ured t obacco, cigarettes or tobacco sticks to
retail vendors licensed by New Brunswi ck, wll be
eligible to claima credit fromtheir manufacturer or
supplier, in an anmount up to:

- 1 cent per cigarette ($2.00 per carton of 200
cigarettes),

- 49 cents per tobacco stick ($0.98 per carton of
200 sticks), and

- 12 cents per gram of manufactured tobacco, other
than cigarettes or tobacco sticks ($0.24 per 200
gram cont ai ner).

The |icensed tobacco manufacturer will be entitled to
deduct ampunts credited to whol esal ers from exci se
taxes ow ng to the federal governnent.

This credit will end as of May 12, 1994 or when a
mar ki ng system has been put in place in New Brunsw ck

The credits available to |icensed whol esal e vendors will be
limted by two factors: the quantity of tobacco products which
they sell to retail vendors |icensed by New Brunsw ck; and the
quantities of those products which they held in inventory on
February 11, 1994, for resale to retail vendors |icensed by New
Br unswi ck.

The quantity of tobacco products on which a |licensed whol esal e
vendor may claima credit is to be calculated as foll ows.

Cigarettes: The quantity of cigarettes sold to |icensed retai
vendors that exceeds the | esser of:

(i) the quantity of cigarettes held in the inventory of the
| i censed whol esal e vendor at the begi nning of February



11, 1994, for resale to licensed retail vendors in New
Brunswi ck, and

(ii) the greater of
(A) 5,000 cartons of 200 cigarettes, and

(B) the nunber of cigarettes obtained by multiplying
1,000 cartons of 200 cigarettes by the nunber of
separate retail establishnments of the |icensed
whol esal e vendor in the Province of New Brunsw ck.

Tobacco sticks and manufactured tobacco: The quantity of tobacco
sticks and manufactured tobacco, sold to licensed retail vendors
on or after February 11, 1994 and before May 12, 1994, that is in
excess of the quantity of tobacco sticks and manufactured tobacco
held in the inventory of the |icensed whol esal e vendor at the
begi nning of February 11, 1994, for resale to |icensed retai
vendors.

More information on these tax reductions and the credit system
for New Brunsw ck vendors is avail able fromany Excise/ GST
district office.

The form on which whol esal e vendors will claimtheir credit from
manuf acturers and suppliers will be supplied directly to known
manuf acturers and whol esalers. It will also be available from

Exci se/ GST district offices.



