| nter national Buyers

I ntroduction.

In British Columbia foreign buyers are generalgatied on an equal footing with local
buyers in that there are no general restrictiontherpurchase and sale of real estate by
non-residents. However there are particular aspddte Income Tax Act, the Excise
Tax Act and the Property Purchase Tax Act thatgfiyato Foreign Buyers and with
which they should be familiar.

Property Purchase Tax.

Firstly with respect to the Property Purchase Takal purchases of real estate in

British Columbia are subject to a tax payable attitme of purchase equal to 1 percent of
the first $200,000 of value and 2 percent on antignoover $200,000. Thus the tax
payable on a purchase of $500,000 would be by ebea®®000. Unlike British

Columbia residents foreign buyers are not entiibetthe First Time Buyers exemption
and the full tax is payable even if they are finste buyers.

Income Tax Act.

Secondly with respect to the Income Tax Act foreign(i.e. non- residents under the
Income Tax Act at the time of sale) should be awvifaat on sale of a rental, vacation or
commercial property capital gains tax is payabletilld special clearance certificate is
obtained from the Canada Revenue Agency (* CCRAé&)<gelling lawyer or notary must
withhold 25 percent of the gross sale proceedsné permits this clearance certificate
can be obtained before completion but it is norynadteived after closing. Once a
certificate is obtained then 25 percent of the gairtion only (gross proceeds less
original cost) is remitted to CCRA and the balaat#he funds heldback may be released
to the seller. The non-resident seller then missiefiCanadian Tax Return in the year of
sale reporting the gain and paying tax on 50 permktie gain at the graduated tax rates.
By illustration a $200,000 capital gain taxed &t tiighest marginal rate of 43.5 percent
would result in approx $43,500 in tax payable ha teturn allowance is made for the
deduction from the proceed of sale of closing egpersuch as commission and legal fees
and thus after filing a return a refund of fundsiatly paid on account of tax is often
returned to the seller.

Withholding on Rental Income.

You should also be aware that any rental or oth@me received from the property as a
non- resident is also subject to a withholdingdf5 percent on the gross amount. It is
possible to receive in advance from the CCRA apgirtavreduce the amount withheld
on an ongoing basis based on an estimate of expeele this reduces the amount of
withholding tax required you will then be requirtedfile an annual tax return and pay
income tax on the net income from the propertyhatgraduated rates. Our property
management department can handle the managemestsasluding the required
remittances and elections.



Goods and Services Tax.

Thirdly foreign buyers should be aware that, unessmpt, real estate in general is
subject to a 7 percent tax on purchase under ths&Xax Act, commonly referred to as
G.S.T. However this is not a matter of concermfimist buyers as purchases of used
residential housing (approximately 80 percent bfrahsactions) are exempt from G.S.T.
under the Act and in these cases no tax is payable.

Commercial Properties.

Additional factors need to be considered with respethe sale and purchase of
commercial properties. By example generally G.®ill.be applicable on the purchase
(though this can be “flowed” through by electiontioé buyer and the seller)and on sale
the recapture of deprecation effects taxes payabtbe seller. Professional advice
should be sought before acquiring or disposingoofimercial real estate.

Summary.

Canada and British Columbia continue to treat remdents fairly and equitably with
respect to the purchase and sale of real estateevéw we would recommend if you are
purchasing real estate as a non resident of Cahatigou consult with a lawyer or
accountant with experience in this area.
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