
Consultation Paper – Provincial Sales Tax (PST) Application for 
Partnerships  
 
Background and Current Tax Application 
 
PST applies to partnership transactions based on a B.C. Court of Appeal 
decision from 1980 (Seven Mile Dam Contractors v. British Columbia). 
Under this decision, partnerships are not separate legal persons for PST 
purposes, meaning they do not hold assets. As a result, their members 
(i.e., the partners) hold the assets collectively proportionate to their 
interests in the partnership. 
 
Partners that contribute goods to a partnership are considered to have 
transferred an ownership interest in these assets to the other partners in 
proportion to the other partners’ proportionate interests in the partnership. 
As a result, PST is applicable in the same manner as when goods are 
purchased at a retail sale. This applies each time any of the following 
occur: 

• A new partner is added to the partnership 

• A partner leaves the partnership 

• A change is made in the partnership interest held by any partner 

• Any assets are purchased for use by the partnership  
 
For more information on the current PST application for partnerships, 
please see Bulletin PST 319, Partnerships. 
 
B.C. is the only Canadian jurisdiction that does not treat partnerships as 
separate legal persons that hold assets for sales tax purposes. Other 
provinces have specific legislative rules for partnerships that provide 
exemptions for when partners transfer assets into a partnership, or assets 
are transferred out of a partnership to a partner. Generally, for the 
exemptions to apply, they require the partner’s interest in the partnership 
be increased or decreased relative to the value of the transferred asset. 
Partnerships are also considered separate legal persons for the purposes 
of the federal GST/HST. 
 
Proposed PST Application – Partnerships are Separate Legal Persons 
 
Subject to public support, legislation could be introduced that, if enacted, 
could amend the Provincial Sales Tax Act to specify that partnerships are 

https://www2.gov.bc.ca/assets/gov/taxes/sales-taxes/publications/pst-319-partnerships.pdf


separate legal persons for the purposes of the PST. The rules would apply 
to both general and limited partnerships.  
 
This would require at least 4 separate legislative and/or regulatory rules: 
 

1. Partnerships are separate legal persons for the purposes of the PST. 
2. Tax application for transferring assets into a partnership. 
3. Tax application for transferring assets out of a partnership. 
4. Transitional rules. 

 
1. Partnerships are separate legal persons for the purposes of the 

PST. 
 

In B.C., partnerships are currently not separate legal persons for the 
purposes of the PST. The foundation of the legislative amendments 
would be specifying in the Provincial Sales Tax Act that as of a future 
date, partnerships are separate legal persons for the purposes of the 
PST. A transfer of an asset into or out of a partnership would be a 
taxable transaction unless a specific exemption applied, and 
partnerships themselves could purchase and own assets for PST 
purposes. 

 
2. Tax application for transferring assets into a partnership. 

 
In B.C., PST applies when taxable goods are transferred between 
parties unless a specific exemption applies. Currently, assets are not 
transferred to partnerships because partnerships cannot hold 
property. Instead, any assets contributed by partners result in 
potential PST liabilities by all the partners. 

 
In Saskatchewan, a sales tax exemption applies to “tax-paid assets” 
transferred by a partner to a new or existing partnership when the 
contributing partner retains an equivalent ownership interest in the 
assets of the partnership.  

 

If B.C. proceeds with legislative amendments specifying that 
partnerships are separate legal persons for the purposes of the PST, 
rules similar to Saskatchewan’s exemption will be considered. 
 
 

  



3. Tax application for transferring assets out of a partnership. 
 

As noted above, PST applies when taxable goods are transferred 
between parties, unless a specific exemption applies. This includes 
transfers of goods from a corporation to its shareholders, even at 
dissolution. In Saskatchewan, upon the dissolution of a partnership, 
the transfer of tax-paid assets is exempt from tax when the partner 
receives an ownership interest in an asset in satisfaction of the 
existing partnership interest. 
 

If B.C. proceeds with legislative amendments specifying that 
partnerships are separate legal persons for the purposes of the PST, 
rules similar to Saskatchewan’s exemption will be considered. 
 

4. Transitional Rules. 
 

As noted at #1 above, if B.C. proceeds with legislative amendments, 
as of a future date, partnerships would be separate legal persons for 
the purposes of PST. This new status for partnerships for PST 
purposes would not apply retroactively. Therefore, transitional rules 
would need to deem all assets currently held by partners to be 
transferred to the applicable partnerships as of that date. The 
transitional rules will need to ensure that these deemed transfers do 
not result in an unfair tax burden being realized on the transfers. 
 

Request for Feedback 
 

Please let us know your thoughts and suggestions regarding the proposed 
PST application for partnerships by submitting feedback to 
PST.Consultations@gov.bc.ca or by mail to: 
 
Tax Policy Branch 
Ministry of Finance 
PO Box 9547 Stn Prov Govt 
Victoria BC  V8W 9C5 

 
The deadline to provide feedback is December 29, 2023. In addition, 
ministry staff are available for virtual discussions with interested parties. To 
set up a virtual discussion, please contact us by email at 
PST.Consultations@gov.bc.ca.  
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