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For Historical Reference Only 
  
Effective April 1, 2013, the Province of Prince Edward Island adopted the harmonized sales tax (HST).  HST 
replaces the former provincial revenue sales tax (PST).  The information provided on the PST is presented for 
historical reference only.  Please refer to the Canada Revenue Agency for assistance with the application of the 
HST. 
   
 

 
TAX INFORMATION FOR AUTOMOBILE DEALERS 

This Revenue Tax Guide is issued to make sure the taxing provisions of the Prince Edward 
Island Revenue Tax Act R.S.P.E.I. 1988, Cap. R-14 are properly applied to the sale or lease of 
automobiles in Prince Edward Island 
 
1. TAX ON TRADE-INS 
 

When a customer is purchasing a vehicle and offers his or her vehicle as a part of the 
payment negotiated for the new vehicle, Prince Edward Island revenue tax (PST) 
applies on the difference in value of the two vehicles. In other words, if a customer is 
purchasing a $20,000 vehicle and the negotiated value of his or her vehicle for trade is 
$10,000, the revenue tax (PST) is applied to the $10,000 difference the customer pays 
to the dealer for the new vehicle. In order for a customer to obtain a trade value, he or 
she must be in possession of taxable goods to trade for taxable goods.  Under the 
Revenue Tax Act THERE IS NO SUCH THING AS A TAX CREDIT AGAINST 
POSSIBLE FUTURE SALES

 

. Tax is due and payable on the difference in value at the 
time of the sale. 

2. LEASE WITH A TRADE-IN 
 

When a customer wishes to lease a vehicle and offers his or her vehicle as a trade-in, 
there are two types of situations that could arise.  (a) the vehicle to be traded is owned 
outright by the customer and has no liens against it and (b) the vehicle to be traded 
does have a lien against it. 

 
(a) When the car owned by the customer to be traded on a leased vehicle has no lien 
against it, the negotiated value of the vehicle can be applied against the lease 
agreement to reduce the monthly lease payments. Revenue tax (PST) is then due on 
each of these monthly payments for the term of the lease. 
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(b) When the car owned by the customer that is to be traded has a lien against it, the 
dealer will first satisfy the lien by issuing a cheque in the name of both the customer and 
the lien holder. Then the negotiated value of the vehicle may be applied to the lease 
thus reducing the monthly lease payments, the same as above and the revenue tax 
(PST) would apply to each of the lease payments. The amount required to satisfy the 
initial lien is then treated as a loan that would require separate payments from the lease 
payments. 

 
 
3. CASH PAYMENTS BY DEALERS 
 

Should a dealer and a customer agree on a value for a vehicle owned by the customer 
and the dealer provides a cash payment to the customer that completes a purchase and 
sale transaction. The dealer has purchased the customers vehicle for resale and the 
customer no longer has any legal title to the vehicle and therefore has no trade-in with 
which to purchase or lease a new vehicle. 

 
If the customer should then wish to purchase or lease a vehicle, revenue tax (PST) 
would apply to the full value of the purchase price or lease payments of the new vehicle. 

 
Further Information 
 
For copies of the Revenue Tax Act, Revenue Administration Act and Regulations and any 
inquiries regarding this Revenue Tax Guide, please contact: 
 
  Taxation and Property Records Division 
  Finance, Energy and Municipal Affairs 
  P. O. Box 1330 
  Charlottetown, PE  
  C1A 7N1   
 
  Telephone:  (902) 368-4070 
  Fax:  (902) 368-6164 
  Email:  taxandland@gov.pe.ca 
  Website: www.taxandland.pe.ca  
 
This guide is prepared for information purposes only, and should not be considered a 
substitute for the applicable statutes.  Should there be any conflict between the contents of this 
guide and the statutes, the statutes shall prevail. 
 

http://www.gov.pe.ca/law/statutes/pdf/r-14.pdf�
http://www.gov.pe.ca/law/statutes/pdf/r-13_2.pdf�
http://www.gov.pe.ca/law/regulations/pdf/R&13-2G.pdf�
http://www.taxandland.pe.ca/�

