
 

 

 

  Highlights of the 2017 British 
Columbia Budget 
February 21, 2017 
No. 2017-07 

British Columbia Finance Minister Michael de Jong delivered the province’s 2017 budget on 
February 21, 2017. The budget anticipates a surplus of $295 million for the current year, 
$244 million in 2018-19 and $223 million in 2019-20. These continuing surpluses have led 
to a reduction in the province’s direct operating debt (with forecasts to eliminate the 
operating debt as early as 2020) and a forecast taxpayer-supported debt-to-GDP ratio of 
15.9% in 2017-18.  

The budget includes a number of tax measure announcements, some of which were 
previously announced, including changes to reduce the small business corporate income 
tax rate to 2% (from 2.5%), extend the scientific research and experimental development 
(SR&ED) tax credit for five years, reduce Medical Services Plan premiums, and phase out 
PST on electricity sales. 

Business tax measures 

Corporate income tax rates 

The only corporate income tax rate change announced was the reduction in the small 
business corporate income tax rate to 2.0% (from 2.5%) effective April 1, 2017. As a result, 
B.C.’s corporate income tax rates effective January 1, 2017 will be as follows: 

Corporate Income Tax Rates — As of January 1, 2017 
 British Columbia Combined Federal and British 

Columbia 
General 11% 26% 
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M&P 11% 26% 
Small business1 2.5%/2.0%2 13.0%/12.5%2 
1 on first $500,000 of active business income 
2 effective April 1, 2017 

Interactive digital media tax credits 

The budget announced changes to the interactive digital media tax credit (IDMTC). 

Effective for tax years that end on or after February 22, 2017, corporations that have annual 
qualifying B.C. labour expenses of more than $2 million for the IDTMC do not need to meet 
the requirement that their principal business in the taxation year is the development of 
interactive digital media products. Further, interactive digital media corporations 
participating in the small business venture capital program are eligible for the IDMTC. 

In addition, effective February 22, 2017, qualifying B.C. labour expenses eligible for the 
IDTMC now include expenses for labour employed in the development of augmented reality 
and virtual reality products. This expansion in the IDTMC does not apply to films or videos 
that provide the user with limited or no immersion, including 360o, 270o and 180o videos, 
spherical videos and panoramic videos.  

Preferential tax benefit for credit unions 

British Columbia announced in its 2014 budget that it would phase out the provincial 
preferential tax treatment for credit unions over a five year period beginning in 2016. The 
2017 budget pauses the phase-out of this preferential income tax treatment pending 
completion of the Financial Institutions Act and Credit Union Incorporation Act review. This 
change means that, for 2017 tax years, credit unions will continue to receive 80% of the full 
preferential tax treatment.  

Mining exploration tax credit 

The budget expands the mining exploration tax credit to allow the costs of environmental 
studies and community consultations incurred after February 28, 2015 to be included in the 
calculation of the mining exploration tax credit, which is calculated as 20% of eligible B.C. 
mining exploration expenditures (or 30% if exploration is in a mountain-pine-beetle-affected 
area). 

Regional film tax credits 

Effective for productions with principal photography beginning on or after January 25, 2017, 
the budget adjusts the boundary for the regional film tax credit, applicable for both the Film 
Incentive B.C. tax credit and the production services tax credit, to apply in all of the City of 
Langley and the Township of Langley. 
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Extension of existing tax credits 

The budget confirms the following extensions to existing tax credits (some of which were 
previously announced): 

• The SR&ED tax credit is extended for five years to August 31, 2022 

• The mining flow-through share tax credit is extended to the end of 2017 

• The training tax credits are extended for three years to the end of 2020 

• The book publishing tax credit is extended for two years to March 31, 2019. 

Personal tax measures 

Personal income tax rates 

The only change in personal income tax rates, is a slight increase in the non-eligible 
dividend rate to 40.95% (from 40.61%) as a result of a reduction in the dividend tax credit 
on ineligible dividends to 15% (from 17%) for 2017 and subsequent tax years. This change 
is consequential to the reduction in the small business corporate income tax rate. As a 
result, B.C.’s personal income tax rates effective January 1, 2017 will be as follows:  

Personal Combined Federal/Provincial Top Marginal Rates 
 2017  

Interest and regular income 47.70% 
Capital gains 23.85% 
Eligible dividends 31.30% 
Non-eligible dividends 40.95% 

Medical Services Plan (MSP) premiums 

The budget announcement includes a number of changes to MSP premiums. The budget 
announces that British Columbia will no longer implement the previously planned 4% 
increase in the maximum MSP premium for 2017, and that the rate will remain at $75 per 
month per adult. 

In addition, effective January 1, 2018, the budget reduces MSP premiums by 50% for 
households with annual net incomes up to $120,000. Further, the budget increases the 
income threshold at which households are fully exempt from MSP premiums by $2,000. 

Other personal non-refundable tax credits changes 

The budget announces two new personal non-refundable tax credits. Specifically, the 
budget provides for a volunteer firefighter and search and rescue volunteer tax credit 
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amount of $3,000 available for the 2017 and subsequent taxation years, and an annual 
back-to-school tax credit amount of $250 per child to individuals with school-aged children 
(5 to 17 years of age) for the 2016 to 2018 tax years. 

In addition, the budget eliminates the education tax credit effective January 1, 2018, with 
unused education amounts available to be claimed in 2018 or carried forward to 
subsequent tax years. 

Indirect tax measures 

Electricity—Provincial Sales Tax Act 

The budget phases out the provincial sales tax on taxable electricity. Effective October 1, 
2017, the tax rate on electricity is reduced by 50% to 3.5% of the purchase price. Effective 
April 1, 2019, electricity will be fully exempt from provincial sales tax. 

Property transfer tax  

Effective for registrations on or after February 22, 2017, the budget increases the fair 
market value threshold for eligible residential property under the First Time Home Buyers’ 
Program to $500,000 (from $475,000). The partial exemption continues and now applies to 
homes valued between $500,000 and $525,000. This exemption allows eligible first time 
home buyers to save property transfer tax on the purchase of their property. 

Motor fuel tax 

Effective October 1, 2017, the budget exempts natural gas used in an internal-combustion 
engine for any rolling stock or vehicle when run on rails from the 3% per litre tax on 
locomotive fuel. The motor fuel tax exemption for natural gas used as locomotive fuel is 
consistent with the motor fuel tax exemptions for natural gas used in motor vehicles or used 
in a ship. 

Tobacco tax 

Effective October 1, 2017, the budget increases the tax rate on cigarettes to $49.40 per 
carton of 200 cigarettes (from $47.80), and increases the tax rate on fine-cut tobacco to 
24.7 cents per gram (from 23.9 cents). 

Other measures 

Small business equity tax credit 

Effective for 2017 and subsequent years, the budget increases the small business venture 
capital tax credit budget to $38.5 million (from $35 million). According to British Columbia, 
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this change will allow for up to $11.7 million of additional equity financing for qualifying 
corporations annually. 

Home owner grant 

The budget increases the threshold for the phase-out of the home owner grant to $1.6 
million (from $1.2 million) for the 2017 tax year. For properties above the threshold, the 
grant is reduced by $5 for every $1,000 of assessed value in excess of the threshold. The 
home owner grant reduces the amount of property tax individuals pay for their principal 
residence. This grant is available to qualifying homeowners that pay property taxes to a 
municipality or to the province if they live in a rural area.  

To improve administration and enforcement, the budget amends the Income Tax Act and 
Home Owner Grant Act to allow for information sharing between the two acts and to 
provide income tax administrators with access to assessment data. 

Commission on Tax Competitiveness 

British Columbia’s 2016 budget announced that it would establish a Commission of Tax 
Competitiveness to review the competitiveness of B.C.’s tax regime. The Commission 
presented its report to B.C. Finance on November 15, 2016 following consultation with 
major industry groups, businesses, individuals, and other interested stakeholders. 

The 2017 budget acknowledged the recommendations in the Commission’s report, 
including four key recommendations that called for an exemption for business capital 
expenditures. These recommendations are to: 

• Exempt machinery and equipment from PST 
• Exempt business use of electricity and other energy inputs, software and 

telecommunications services from PST 
• Engage the public in a process to consider and design a made-in-B.C. value added 

tax 
• Introduce a framework within which major investors and municipalities could 

negotiate long-term property tax arrangements to increase certainty. 

The government acknowledged that the business community has prioritized further 
improvements to the PST and that it will consider future steps to mitigate the negative 
effects of the PST and other business taxes in the context of the province’s fiscal situation 
and competing funding priorities. 

We can help 

Your KPMG adviser can help you assess the effect of the tax changes in this year’s British 
Columbia budget on your personal finances or business affairs, and point out ways to take 
advantage of their benefits or ease their impact. We can also keep you abreast of the 
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progress of these proposals as they make their way into law and advise you on how you 
may bring any concerns you may have to the attention of the B.C. Ministry of Finance.  
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