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PROPERTY TAX REFORM IN BRITISH COLUMBIA

by JONATHAN ROWE

Elderly propGrtY -owners in British' Columbia are getting a unique form of property
tax relief under a plan enacted recently by
the Canadian province's Provincial Assembly. These property owners will be able to
postpone part or even all of their property
taxes until they sell the .p·roperty or otherwise can afford to pay.
The plan provides more relief , yet is
less burdensome to other taxpayers·, than
the much-touted "circuit-brea ker" p 1 an s
adopte.d by many states in this country.
These "circuit""b!-"e akers" cut in when the
-property tax'burden excedes a set perceJCltThe. taxe-s
ae:e of the taxpayer's income.
above that level are completely forgiven,
not just deferred, so other taxpayers must
pay' more to pick up the load.
· _ The British Columbia plan, by contrast,
enables taxpayers to defer _a~l their property taxes. This puts extra cash into the elderly person's pocket, les~;~enip.g the need for
help of other kinds;, once the plan gets go.,
ing, it is less burdensome to other taxpayers, because the relief is paid bac~, like a
loan; when the. property is sold and the cash
is at hand.
·Relief stheme.s Limited
The new plan. points up a basic shortsight-.
;edness in circuit breaker . ·and other relief
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·ly -because the owner'-~ prop~rty is valuable,and is becoming more so. OWJling vaiuable
property is not a trait of the. poor~
- :The :Problem is not poverty, but liquidity
--cash on hand. The wealth 9f such people
i.s tied up in their home; it is· not. cash ·in
their-pocket. Eldei--ly people on 'fixed fucomes1 liv-ing in homes they 'bought when
theiK inco~e was mucllhigher, are. in an especii:!.lly'iron ic bind. As their property i:rr.creases in value, 'they ~re ge'ttirig ri che r i .
and at. the same time incurring property tar,
es which ar.e eating up their ready ,cash and.
making them, in the short run, _poor. It is genera~ly considered unfair and cruel
-to expect such people to sell their homes just
·to pa'y' trui taxes. But it is e9-ually -unfair to · ..

New
Ideas
expect-other taxpayers,
to bail them out co:mpletely.
Columbia plan strikes a balance between the
two. Itgrants temporary relief, what
amounts to a loan, secured by the taxpaye;r's
pr-operty.

Here in b~ief is how the B.C. plan woli<s:
it Canadian citizens over 65, owning residentia't, farm,· commercial-o r industrial
property, ~are eligible.
•These property owners may, if the_y
choose, sign an agreement to defer part'
or all of their property taxes .. _
• When the agreement ends, these taxes.
become· payable; but the taxpayer can pay
'
them back sootier, without penalty.
• J:he Province reimburses localities for
the revenues they lose from'. the. deferral. ·
• The- loan, like a mortgage, is secured··
py the taxpaver 1sproperty.
Forty million dollars was the projected·
cost of the program, out of an annual prov:in-.
cial- budget wh1ch this year will exceed $3 bil. lion. T;he ac~ 1_ fitst yf!:ar co~t was clos_rrtopnlf $. 5 milli~ however, ~cause fewe-r
peopte appliet:i that~· was expe-cted. · ·E;Ven the
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B; C_. legislators Kafan Sanford, Carl 1.-id(m (I} and Rosemar

±U millio. n: is only a tempo rary cost,
thoug}),
since it -win be.:_ paid back.
·
The defer ral shoul d not cut too deepl y into
the elder ly perso n 1 s equity , nor into the value
of their estate . , B. c. Prem ier and Finan ce·
Minis ter David Barre tt estim ated that itwould take more than 32 years for the accru ed':
defer red taxes , plus intere st, to equa l the
typica l value of a home in a ty pi c a 1 B • C. ·
locali ty.
U.S. Applications
The B. c. idea could be applie d in the US
in a numb er of ways. For one, it could replace the outra geous exem ptions state and
local gover nmen ts often grant to attrac t ne~
indus try and-c onstru ction. Instea d of forgiving the tax_es comp letely , the loca li'ty
could simpl y defer them, like a loan, unti 1
the opera t.km is. on its feet and turn inga
profit .
' ,._:
.
One shortc ;omin g -o£ the B. c. tax defer ral
. plan is that it does nc;>t help rente rs. Some
states have· exten ded their circui t· break ers
to renters~ and indee d it is for this grou p
that circu it break ers are really approp.~:iate.
-Rent ers do not own their prope rty, and -so '
r~lief for them is not just a public s.u b s ·idy
for their' accum ulatin g nest egg. They are
· often poor ·in the tru~ sense of the word. We
would save millio ns in tax cl o 11 a~ s in 'this
count ry if we could grasp this diffe- rence be-'
tween prope rty owne rs and rente rs, an:d tailor our tax're lief accor dingl y.
.•

For furthe r infonn ation on the B.c.- orooerty tax defer ral 'plan, write Pet~r McNelly,
Admi nistra tive Assis tant to tiie Minis ter of
Finan ce: Parlia ment· Build ing, Victo ria ,British co 1utllb i a yav 1~4. ·
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ie Brown.(r) during prop~ tax hearinQS. ·
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