
 

 

SEPTEMBER 2017 UPDATE 
On September 11, 2017, Finance Minister Carole James presented a budget 

update following the May 9 election which resulted in the previous majority 

Liberal government being replaced by an NDP minority government. As with the 

budget tabled February 21, 2017 (the February budget), this budget update 

presents a balanced budget. 

The surplus reported for the 2016-17 fiscal year is $2.74 billion, which is much 

higher than the surplus of $264 million predicted last year. Surpluses are 

projected to continue, with a surplus of $246 million for the 2017-18 fiscal year 

and $228 million for 2018-19. The provincial economy is expected to grow by 

2.9% in 2017 and 2.1% in 2018. This comes off of strong estimated growth of 

3.6% for 2016.  

The fiscal plan allows for both contingencies and a forecast allowance that 

total $900 million in 2017-18, $600 million in 2018-19 and $700 million in 2019-

20 to help manage unexpected costs, revenue volatility and priority initiatives.  

Many of the budget update proposals are the same as those that were proposed 

in the February budget tabled by a Liberal majority government, while some of 

them have been modified slightly. However, with the new NDP minority 

government, a few new measures have also been introduced.  

The government has three stated priorities — improving affordability, 

enhancing critical services, and building a strong, sustainable and innovative 

economy. There is increased spending reflective of these priorities. The budget 

update has almost $2 billion more in spending that the budget tabled in 

February.  

This increased spending comes with increased taxation. There is a personal tax 

increase of 2.1% starting in 2018 for individuals with incomes in excess of 

$150,000. This will bring the top provincial personal tax rate from 14.7% in 

2017 to 16.8% in 2018. Provincial corporate taxes will increase on income that 

is not subject to the small business deduction. There will be an increase to the 

general corporate tax rate from 11% to 12% starting January 1, 2018. This is in 

contrast to the reduction in the small business tax rate from 2.5% to 2% which 

was announced in February. This budget update retains the proposed reduction 

in the small business tax rate, which was effective as of April 1, 2017. 

The government will increase carbon taxes by $5 per tonne of CO2 equivalent 

each year for four years, staring April 1, 2018. 

The following is a summary of the more important items of interest to our 

clients. 

HIGHLIGHTS 

 Surplus of $2.74 billion for 
2016-17 

 Surplus of $246 million forecast 
for 2017-18 

 New individual top rate tax 
bracket in 2018 

 General corporate tax rate 
increase to 12% in 2018 
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British Columbia Budget Projections 

(in millions $) 

 

 

Actual  

2016/2017 

Proposed 

February 2017  

for 2017/2018 

Budget Update  

Estimate 

2017/2018 

 

Projected 

2018/2019 

Revenue 51,459 50,838 52,407 52,557 

Expenses (48,722) (50,193) (51,861) (52,029) 

 2,737 645 546 528 

Forecast allowance - (350) (300) (300) 

Surplus   2,737 295 246 228 

 

PERSONAL TAX MEASURES 

New Personal Income Tax Rate Introduced 

This budget update introduced a new top personal income tax bracket, effective for 2018 and subsequent 

taxation years. Beginning on January 1, 2018, income in excess of $150,000 will be subject to a provincial 

income tax rate of 16.8%. This is an increase from 14.7%, which is the top marginal personal income tax rate 

for 2017 (for taxable income over $108,460).  

Dividend Tax Credit Rate for Ineligible Dividends Decreased 

This budget update confirmed the decrease in the dividend tax credit rate for ineligible dividends, as 

previously announced in the February budget. As a result of the decrease in the small business corporation tax 

rate, the BC dividend tax credit rate on ineligible dividends has decreased to 15% from 17%, effective for 2017 

and subsequent taxation years. Consequently, the top combined federal and provincial personal tax rate on 

ineligible dividends increased to 40.95% from 40.61% for 2017. 

Dividend Tax Credit Rate for Eligible Dividends Increased 

As a result of the increase in the general corporate income tax rate to 12% from 11% in 2018 (see Business Tax 

Measures below), the dividend tax credit rate on eligible dividends is increased to 43 11/19% from 36 6/19%, 

effective for the 2019 and subsequent taxation years. 

Low Income Climate Action Tax Credit Increased 

The BC low income climate action tax credit helps offset the impact of the carbon taxes paid by low income 

individuals or families. Paid quarterly in combination with the federal GST/HST sales tax credit, the maximum 

annual payment amount for the period beginning July 2017 is $115.50 per adult, and $34.50 per child ($115.50 

for the first child in a single parent family). 

This budget update proposed to increase the maximum annual payment amount from $115.50 to $135 per 

adult, and from $34.50 to $40 per child ($135 for the first child in a single parent family) for the April 2018 and 

subsequent quarterly payments. 

BC Back-to-School Tax Credit Introduced 

As previously announced on September 1, 2016 and in the February budget, a new non-refundable BC back-to-

school tax credit available to individuals with school-aged children (five to 17 years of age) was introduced. 

The tax credit amount is $250 per child, providing a tax benefit of up to $12.65 per child.  
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In February’s budget, it was announced that this credit was to apply for the 2016, 2017 and 2018 tax years 

(after which time the credit would be reviewed). In this budget update, the government has limited the 

availability of this credit to the 2016 tax year only. 

Tax Credit for Volunteer Firefighters and Search and Rescue Volunteers Introduced 

As announced on February 11, 2017, and confirmed in the February budget, a new non-refundable volunteer 

firefighter and search and rescue volunteer tax credit is being introduced. The tax credit is available to 

British Columbians who provide at least 200 hours of volunteer service to either a volunteer fire department, 

an eligible search and rescue organization, or a combination of both. The credit amount of $3,000, which will 

provide a tax benefit of up to $151.80 per eligible taxpayer, is available for 2017 and subsequent taxation 

years. 

Children’s Fitness, Children’s Fitness Equipment, and Children’s Arts Tax Credits 
Eliminated 

This budget update announced that the province’s children’s fitness, children’s fitness equipment, and 

children’s arts tax credits will be eliminated effective for 2018 and subsequent taxation years.  

BC Mining Flow-Through Share Tax Credit Extended 

The BC mining flow-through share (BC MFTS) tax credit allows individuals who invest in flow-through shares 

offered by a corporation conducting mining exploration in BC to claim a non-refundable tax credit of 20% of 

their BC flow-through mining expenditures.  

The expiry date for the BC MFTS tax credit was December 31, 2016. As announced on January 23, 2017 and 

confirmed in the February budget, the budget update provided further assurance that the expiry date for the 

BC MFTS tax credit is extended to December 31, 2017. 

Mining Exploration Tax Credit Expanded 

The mining exploration tax credit is available to both individuals and corporations that undertake mining 

exploration in the province. This credit is calculated as 20% of eligible BC mining exploration expenditures, or 

30% if exploration is in the mountain-pine-beetle-affected area. As announced on January 23, 2017 and in the 

February budget, this budget update confirmed that this credit is expanded to allow the costs of environmental 

studies and community consultations incurred after February 28, 2015 to be included in the calculation of the 

credit. 

BUSINESS TAX MEASURES 

General Corporate Income Tax Rate Increased 

The budget update proposed an increase to the general corporate income tax rate to 12% from 11% effective 

January 1, 2018. 

Small Business Corporate Income Tax Rate Reduced 

The February budget proposed a decrease to the small business corporate income tax rate to 2% from 2.5% 

effective April 1, 2017. This rate reduction was confirmed in this budget update. 

Scientific Research and Experimental Development Tax Credit Extended 

BC offers a scientific research and experimental development tax credit to taxpayers who undertake eligible 

research and development activities in BC. This tax credit was to end as of September 1, 2017 and will be 

extended for five years, until August 31, 2022, as announced in the February budget. 
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Preferential Tax Benefit for Credit Unions Restored 

Prior to 2013, credit unions received preferential corporate income tax treatment by way of a lower tax rate 

on a portion of their income under the federal and provincial income tax rules. In response to the federal 

government phase-out of its preferential income tax treatment for credit unions over five years beginning in 

2013, BC started to phase out the favourable provincial tax rate starting in 2016. In 2017, the favourable tax 

rate for credit unions was to be reduced to 60% of the full preferential treatment, from 80% in 2016. The 

budget update cancels the phase-out and restores the full provincial preferential income tax treatment for 

credit unions effective January 1, 2017. 

Training Tax Credits Extended 

The budget update proposed to extend the BC training tax credits for one year to the end of 2018. 

Book Publishing Tax Credit Extended 

The budget update proposed to extend the book publishing tax credit one year to March 31, 2018. 

Interactive Digital Media Tax Credit Changes 

Qualifying BC labour employed in the development of qualifying augmented reality and virtual reality products 

will be eligible for the interactive digital media tax credit effective February 22, 2017. This credit is calculated 

as 17.5% of qualifying BC labour expenses. 

As announced in the February budget, effective for tax years ending on or after February 22, 2017, 

corporations that have annual qualifying BC labour expenses greater than $2 million do not need to have their 

principal business be the development of interactive digital media products in order to qualify for the credit. 

As well, effective for tax years ending on or after February 22, 2017, interactive digital media corporations 

participating in the small business venture capital program are eligible for the credit. The budget update 

confirmed this proposed change. 

Regional Film Tax Credits Change 

As announced in the February budget and confirmed in this update, effective for productions with principal 

photography beginning on or after January 25, 2017, the boundary for the purposes of the regional film tax 

credits (film incentive BC tax credit and the production services tax credit) has been adjusted. 

OTHER MEASURES 

Carbon Tax Act 

Effective April 1, 2018, carbon tax rates are increased by $5 per tonne of carbon dioxide equivalent emissions 

(CO2e) annually until rates are equal to $50 per tonne of CO2e on April 1, 2021.  

As well, Part 2 of the Carbon Tax Act is repealed, and the requirement to prepare the Carbon Tax Report and 

Plan will no longer apply. In addition, this means that the Carbon Tax Act will no longer require that revenue 

measures be introduced to offset carbon tax revenues. 

Provincial Sales Tax Act 

As previously announced in the February budget, the provincial sales tax on electricity purchased by businesses 

and other non-residential users will be phased out. Effective on a specified date, the provincial sales tax rate 

on electricity purchased will be reduced from 7% to 3.5%. Effective April 1, 2019, electricity will be fully 

exempt from provincial sales tax. 
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International Business Activity Act 

It is proposed that effective September 12, 2017, the International Business Activity Program will be eliminated 

and international business activities will no longer qualify for personal and corporate income tax refunds. 

Medicare Protection Act 

The government is committed to eliminating MSP premiums within four years. As a first step, Medical Services 

Plan (MSP) premiums will be reduced by 50% effective for 2018. Note that the government will not be limiting 

the 50% reduction to individuals and families with annual net incomes of up to $120,000 as previously 

proposed. In addition, the February budget proposed to increase the income threshold below which households 

are fully exempt from MSP premiums by $2,000, effective for January 1, 2018. The effects of this increase will 

vary depending on the type of household.  

Property Transfer Tax Act 

As previously announced in the February budget, effective for registrations on or after February 22, 2017, the 

fair market value threshold for eligible residential property under the First Time Home Buyers’ Program is 

increased to $500,000 from $475,000. With this change, eligible first time home buyers can save up to $8,000 

in property transfer tax on the purchase of their home. The partial exemption continues and now applies to 

homes valued between $500,000 and $525,000.  

Home Owner Grant Act 

As announced on January 10, 2017 and in the February budget, the threshold for the phase-out of the home 

owner grant is increased to $1.6 million from $1.2 million for the 2017 taxation year. For properties valued 

above the threshold, the grant is reduced by $5 for every $1,000 of assessed value in excess of the threshold.  

As announced in the February budget, the Income Tax Act and Home Owner Grant Act are amended to allow 

for information sharing between the two acts. The Income Tax Act is also amended to provide income tax 

administrators with access to assessment data. 

School Act 

Consistent with longstanding rate setting policy, for 2017, average residential class school property taxes, 

before the application of the home owner grant, will increase by the previous year’s provincial inflation rate as 

previously announced in the February budget. The single province-wide school tax rate for each non-residential 

property class for 2017 was set so that non-residential school tax revenue will increase by inflation plus new 

construction. The exceptions to the general rate setting policy are the industrial property classes. The major 

industry class and the light industry class tax rates were set at the same rate as the business class tax rate.  

The rates were set in the spring. 

Taxation (Rural Area) Act 

As announced in the February budget, average residential rural property taxes for 2017 will increase by the 

previous year’s provincial inflation rate. Further, non-residential rural area property taxes will be set so that 

total non-residential rural area tax revenue will increase by inflation plus new construction. The rates were set 

in the spring. 

Tobacco Tax Act 

Effective on a date to be specified by regulation, the tax rate on cigarettes will increase to $49.40 from $47.80 

per carton of 200 cigarettes, and the tax rate on fine-cut tobacco will increase to 24.7 cents from 23.9 cents 

per gram as announced in the February budget. The government intends to provide at least one month of 

notice before this change takes effect. 
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Small Business Venture Capital Act 

This budget update confirmed the earlier proposal to increase the funding available for the small business 

venture capital tax credit to $38.5 million from $35 million effective for 2017 and subsequent years. As the tax 

credit is provided at a rate of 30%, this increase in funding for the tax credit represents additional equity 

financing for qualifying corporations of up to $11.7 million per year. 

Motor Fuel Tax Act 

Effective on a date to be specified by regulation, the 3 cent per litre tax on locomotive fuel will be eliminated 

on natural gas for use in an internal-combustion engine for any rolling stock or vehicle when run on rails as 

previously announced in the February budget. The government intends to provide at least one month of notice 

before this change takes effect. 
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HOW BRITISH COLUMBIA COMPARES 

The following chart compares top personal and corporate tax rates and sales taxes for all provinces and 

territories, as announced to September 11, 2017.  

 

Top 2017 
Personal Rates 

% 

2017 Corporate Rates  

 
General 

% 

M&P 

% 
Small Business 

% 

2017 Provincial 
Sales Tax 

% 

B.C. 47.70 26.00 26.00    12.50(2) 7.00 

Alta. 48.00 27.00 27.00 12.50 - 

Sask. 47.75    26.50(1)   24.50(1) 12.50    6.00(7) 

Man. 50.40 27.00 27.00 10.50 8.00 

Ont. 53.53 26.50 25.00 15.00    8.00(8) 

Qué. 53.31 26.80 26.80    18.50(3)     9.975(9) 

N.B. 53.30 29.00 29.00    13.50(4)   10.00(8) 

N.S. 54.00 31.00 31.00 13.50   10.00(8) 

P.E.I. 51.37 31.00 31.00 15.00   10.00(8)  

N.L. 51.30 30.00 30.00 13.50   10.00(8) 

Yukon 48.00    27.00(5) 17.50      12.50(5)(6) - 

N.W.T. 47.05 26.50 26.50 14.50 - 

Nunavut 44.50 27.00 27.00 14.50 - 

 

(1) The general business tax rate decreased from 27% and the M&P tax rate decreased from 25% effective 

July 1, 2017. 

(2) The small business tax rate decreased from 13% effective April 1, 2017. 

(3) Québec provides a rate reduction from the small business rate for eligible manufacturing small and 

medium-sized enterprises (SMEs). Where certain conditions are met, the maximum reduction available is 

4%, for a combined rate of 14.5%. Note that a lesser reduction from the small business rate may be 

available to certain manufacturing SMEs where some, but not all conditions are met. 

(4) The small business tax rate decreased from 14% effective April 1, 2017. 

(5) The general business tax rate decreased from 30% and the small business tax rate decreased from 13.5% 

effective July 1, 2017. 

(6)  The tax rate for M&P profits eligible for the small business deduction is 12%. 

(7) The PST increased from 5% effective March 23, 2017. 

(8) As part of the HST (combined rates are 15% in New Brunswick, Nova Scotia, Prince Edward Island and 

Newfoundland & Labrador and 13% in Ontario). 

(9) The QST system is harmonized with the GST, though two separate tax systems remain — the GST and the 

amended QST. The combined rate is 14.975%. 
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The information in this publication is current as of September 11, 2017. 

This publication has been carefully prepared, but it has been written in general terms and should be seen as broad guidance only. The 
publication cannot be relied upon to cover specific situations and you should not act, or refrain from acting, upon the information 
contained therein without obtaining specific professional advice. Please contact BDO Canada LLP to discuss these matters in the context of 
your particular circumstances. BDO Canada LLP, its partners, employees and agents do not accept or assume any liability or duty of care 
for any loss arising from any action taken or not taken by anyone in reliance on the information in this publication or for any decision based 
on it. 

BDO Canada LLP, a Canadian limited liability partnership, is a member of BDO International Limited, a UK company limited by guarantee, 
and forms part of the international BDO network of independent member firms. BDO is the brand name for the BDO network and for each 
of the BDO Member Firms. 

 

For further information, contact your BDO Tax Advisor or one of our BDO Canada Tax Leaders: 

 

Dave Walsh 
Canadian Tax Service Line Leader 

dwalsh@bdo.ca 

 

John Wonfor 
National Tax Office 

jwonfor@bdo.ca 

 

Daryl Maduke 

West Tax Service Line Leader 
dmaduke@bdo.ca 

 

Rachel Gervais 
GTA Tax Service Line Leader 

rgervais@bdo.ca 

 

Peter Routly 
Central Canada Tax Service Line Leader 

proutly@bdo.ca 

 

Shelley Smith 

Eastern Canada Tax Service Line Leader 

ssmith@bdo.ca 
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