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Pfoperty transfer tax
a $1.15-billion windfall

Critics want changes to reduce homebuyers’ costs

GORDON HOEKSTRA

VANCOUVER SUN

Vancouver accounted for nearly
one-quarter of the government's
$1.15-billion windfall from B.C.'s
property transfer tax in the past
fiscal year.

The $266.5 million collected in
the City of Vancouver in prop-
erty transfer taxes from 16,635
transactions in the 2014-15 fiscal
year ending March 31 shows how
Metro Vancouver's overheated
market is increasing this tax rev-
enue for the B.C. government.

The remaining top-five sources
of property transfer tax revenues
were: Surrey ($100.8 million)
Richmond (%75.7 million), Burn-
aby ($56.7 million) and West
Vancouver ($51.2 million).

The top five municipalities
accounted for $551 million in
property tax transfers in 2014-
15, more than half the total.

The information was revealed
in a freedom of information
request from an individual
posted on the B.C. government's
open information website.

The take from 2014-15 is up
from $937 million in 2013-
14 and $88¢ million in 2012-

13, according to B.C.'s public
accounts.

The tax haul is ected to
grow in the 2015-16 fiscal year
that L‘I'.Idb March 31.

University of B.C. economist

Tsur Somerville said the munic-
ipal breakdown is not surprising
in the least, as sales are reach-
ing all-time highs in the Lower
Mainland and prices have been
rising about 15 per cent year over
vear.

He said one worry about the
rising property tr sfer rev-
enues is that they are funda-
mentally eyclical revenues, and
he believes they will go down at
some point,

“Tworry that vou get a situation
where the government becomes
addicted to this revenue stream
and therefore having the mar-
ket not being heated is bad for
government revenues,” said
Somerville, director of the Cen-
tre for Urban Economies and
Real Estate at the Sauder School
of Business. “I don't think a gov-

ernment that's constantly pump-
ir

up a housing market is where
we want to be. 1 am not saying
that's what is happening, but you
certainly create the incentives for
that when so much money is tied
to high prices and high levels of
sales, That's not super-healthy,”
he said.

The B.C. Liberal government
has already .wl\nu\\ ledged that
returns from the property trans-
fer tax this year are above fore-
cast, and largely attributed to the
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B.C. Finance Minister Mike de Jong has acknowledged that the
property transfer tax windfall is helping the province's budget.

This year's budget may see some changes to the tax.

Property transfer tax for fiscal 2014-15

Municipality  Mumber of transactions

Praperty transfer tax paid

Vancouver 16,635 $266.5 millionf
Surrey 13,268 $100.8 million N
Richmeond 6453 $75.7 million I
Burnaby 5873 $56.7 million B
West Vancouver 1,698 $51.2 million BN
Coquitlam 3,830 $35.3 million M
District of North Vancouver 2,420 $32.4 million M
Langley 3911 $31million W
Kelowna 3,700 $22million M
Delta 2,720 5217 milion M
Abbotsford 3663 $17.8 million
Victoria 2,396 $154 million I
Maple Ridge 2,681 $15.3 million I
City of North Vancouver 1,562 $14.9million B

Total - all B.C. municipalities 161,412 $1.15 billion

Source: B.C. Ministry of Finance

hot residential market in Metro
Vancouver.

B.C. Finance Minister Mike de
Jong has also acknowledged that
the property transfer tax windfall
was helping keep the provinee's
budget out of the red.

There is some public expecta-
tion that the Liberals will make
changes to the property transfer
tax when they deliver the 2016-
17 budget next week.

A one per cent tax is paid on
the first $200,000 and two per
cent on the portion of the pur-
chase price above that. First-
time homebuyers don't pay the
tax on homes under $475,000.

De Jong has hinted at raising
the two per cent threshold and
also suggested the government
¢ consider a third threshold
at the high end of the market
that could provide relief at the
lower end.

NDP housing critic David Eby
said a big concern for him is that
while families buying homes
have to pay the property transfer
tax, commercial entities use bare
trusts to avoid paying the tax and
realtors using so-called shadow
flipping are also not paying.

For families not buying a first
home, the property transfer tax
on a $600,000 property would
cost them $10,000,

In shadow flipping, real
estate brokers use an ohscure
assignment clause in sales con-
tracts to allow the property to
change hands — and the price to
increase — multiple times before
a deal closes. T

he technique drives up prices
and commissions. The final
buver pays the property trans-
fer tax on the final purchase
price. Because only one sale is
registered, it lets the middle-
men dodge the property transfer
taxes.

“It's clear to me that the rate
would be lower for everybody
and still generate the same
amount of revenue if the govern-
ment just closed these obvious
loopholes in this tax,” said Eby.

C. Real Estate Association
spokesman Damian Stathon-
ikos said they have been asking
for some time for the provinee to
raise the threshold on the two-
per cent tax to $525,000,
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