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B.C. Narrows New Real Estate 
Taxes 
April 18, 2018 
No. 2018-24 

Some individuals with property in B.C. may benefit from new relief to its real estate tax 
changes. Specifically, British Columbia has announced new exceptions from the annual 
speculation tax on properties that it proposed in the 2018 provincial budget. Although it 
appears British Columbia is still considering further changes to the speculation tax, other 
real estate tax changes announced in the budget are now in effect.  

These complicated new rules apply different rates of tax to certain types of properties and 
exempt different areas of the province. While some are based on sales of affected property, 
others apply each year to the owner of the property. This edition of TaxNewsFlash-Canada 
includes a summary of the new rules and how they may apply.  

Background 
The 2018 B.C. provincial budget introduced a new speculation tax on residential 
property in British Columbia intended to target foreign and domestic home owners who 
do not pay income tax in British Columbia. The budget announced that the speculation 
tax would apply at a rate of 0.5% of assessed value, starting in 2018 and will increase to 
2% of assessed value in 2019 for properties in certain areas. The budget also 
introduced a non-refundable income tax credit to offset the new property tax to provide 
relief to persons who may not otherwise qualify for an up-front exemption, but otherwise 
pay income taxes in British Columbia. This non-refundable income tax credit can be 
carried forward to future taxation years.  

British Columbia also proposed to increase the provincial property transfer taxes to 5% 
(from 3%) on purchases of residential property values above $3 million and to increase 
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foreign buyer's tax on purchases of residential properties to 20% (from 15%), and expanded 
the tax beyond the current Greater Vancouver Regional District. 

In March 2018, British Columbia  stated that the speculation tax rate will remain 0.5% of 
the property’s value for the 2018 taxation year and, starting in 2019, will increase only 
for foreign investors and satellite families (to 2%) and for Canadian citizens and 
permanent residents who do not live in British Columbia (to 1%). British Columbia 
further said that the tax would no longer apply to properties in the Gulf Islands, 
Parksville, Qualicum Beach or rural Fraser Valley. 

Further, British Columbia indicated that some properties will be exempt from the 
proposed tax, including British Columbian’s primary residences and qualifying long-term 
rentals. To qualify as a long-term rental, a property must be rented out for at least six 
months out of the calendar year, in increments of at least thirty days (for 2018, a long-
term rental is a property that is rented out for three months of that year). Other limited 
exemptions may apply, such as where the owner or tenant is temporarily absent for 
work purposes or medical treatment. 

The budget also included other real estate changes to increase property transfer tax on 
some property, For details, see TaxNewsFlash-Canada 2018-06, “Highlights of the 2018 
British Columbia Budget”, and TaxNewsFlash-Canada 2018-08, “New B.C. Real Estate 
Rules”. 

 
How the new real estate taxes apply — Annual taxes 

Individuals with residential property in British Columbia may have to pay two annual taxes 
on that property, under the new rules.  

School tax 
 
All individuals with residential property anywhere in British Columbia valued at more than 
$3 million will be liable for additional school tax each year on this property. This change is 
expected to take effect for 2019. This property will be taxed at 0.2% to the portion of 
residential assessed value between $3 million to $4 million (i.e., up to $2,000) and 0.4% to the 
portion of the residential assessed value in excess of $4 million (i.e., an additional $4,000 for 
every $1 million of value above such upper threshold). 

Speculation tax 

Besides the additional school tax, British Columbia has also proposed a new speculation 
tax that will apply each year, This tax applies only to property in certain geographic regions 
and is effective for 2018. However, starting in 2019, the tax will be higher for foreign 
investors and Canadian citizens who reside outside of the province. 

https://home.kpmg.com/ca/en/home/insights/2018/02/highlights-of-the-2018-british-columbia-budget.html
https://home.kpmg.com/ca/en/home/insights/2018/02/highlights-of-the-2018-british-columbia-budget.html
https://assets.kpmg.com/content/dam/kpmg/ca/pdf/tnf/2018/ca-new-bc-real-estate-rules.pdf
https://assets.kpmg.com/content/dam/kpmg/ca/pdf/tnf/2018/ca-new-bc-real-estate-rules.pdf


TaxNewsFlash – Canada      April 18, 2018 
B.C. Narrows New Real Estate Taxes     No. 2018-24 
 
 

Page 3 of 5 
 

All individuals with property in British Columbia that is not their primary residence or a 
qualifying long-term rental property will be liable for a speculation tax of 0.5% of the 
property’s value for the 2018 taxation year. For the 2019 taxation year and subsequent 
years, the speculation tax will be as follows: 

• 2% for foreign investors and satellite families 

• 1% for Canadian citizens and permanent residents who do not live in British 
Columbia 

• 0.5% for British Columbians who are Canadian citizens or permanent residents 
(and not members of a satellite family). 

Further, British Columbians with vacant second homes will be eligible for a non-refundable 
tax credit of up to $2,000 that is immediately applied against the speculation tax.  

The speculation tax only applies to property in the following regions: 

• Metro Vancouver Regional District (excluding Bowen Island and Electoral Area A, 
except the part of the electoral area that is UBC and University Endowment Lands) 

• The Capital Regional District (excluding the Gulf Islands and Juan de Fuca) 

• Kelowna and West Kelowna 

• Nanaimo-Lantzville (excluding Protection Island) 

• Abbotsford 

• Chilliwack 

• Mission. 

KPMG observations 
British Columbia has not yet released legislation to implement its speculation tax. It’s 
unclear whether the province plans additional changes before this tax is finally 
implemented. Legislation to enact the speculation tax is expected in fall 2018. 

 
How the new real estate taxes apply — Transactional taxes 

Individuals that purchase certain residential property in British Columbia will also face new 
taxes, effective February 21, 2018. 

Property transfer taxes  
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Purchasers of any residential property in British Columbia with value above $3 million will be 
liable for a 5% provincial Property Transfer Taxes on that property.  

Foreign buyer's tax 

In addition, foreign purchasers of residential properties will have to pay an additional 20% tax on 
properties located in the following regions: 

• Greater Vancouver Regional District 

• The Capital Regional District  

• Fraser Valley Regional District 

• Regional District of Nanaimo 

• Regional District of Central Okanagan. 

Only very limited exemptions are available for this tax. 

New real estate taxes — Example  
In addition to his primary residence in Toronto, Mr. A is a Canadian citizen who primarily 
owns a second residential property (that he does not rent out) in Nanaimo, British 
Columbia valued at $3.5 million. In 2018, Mr. A is liable for a speculation tax in 2018 of 
$17,500. Staring in 2019, Mr. A will be liable for $1,000 in additional school tax as well 
as $35,000 in speculation tax each year. As Mr. A is not a permanent resident of British 
Columbia, he will not qualify for the non-refundable tax credit 

On January 1, 2020, Mr. A decides to sell his Nanaimo property to Mrs. B, a U.S. 
resident, for $4 million. Mrs. B will use the Nanaimo property as a cottage, and will not 
rent it out. As part of this transaction, Mrs. B would be liable for $200,000 in property 
transfer tax, as well as $800,000 in foreign buyer's tax. In addition, Mrs. B would be then 
liable each year for $2,000 in additional school tax as well as $80,000 in speculation tax. 

 
We can help 

Your KPMG adviser can help you assess the effect of the speculation tax and other tax real 
estate changes in this year’s B.C. budget, and point out any benefits or ease their impact. 
We can also keep you abreast of the progress of these proposals as they make their way 
into law. 
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https://home.kpmg.com/ca/en/home.html
https://www.linkedin.com/company/kpmg-canada
https://twitter.com/kpmg_canada
https://www.youtube.com/user/KPMGCanada
http://click.kpmgemail.com/?qs=996763ccae38291b8302cf610617e037d616da32083269309f5d514409db5b7a
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