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U.S. Real Estate Investments: Improved Tax Treatment for Canadian Pension Plans 

In December 2015, the U.S. government revised the tax treatment of property investment for foreign investors, 
including Canadian pension plans, through changes to FIRPTA. 

Prior to modification of FIRPTA, gains from the sale of real estate assets in the United States were subject to 
different taxes that reduced net returns earned by foreign investors, including Canadian pension plans.  It is our 
understanding that subject to clarification by the U.S. authorities, effective as of its adoption by the Obama 
administration on December 18, Canadian pension plans will no longer be subject to such taxes. 

Investment Strategy: Global Real Estate More Appealing and Accessible 

Previous Act: 

 Capital gains on the disposition of U.S.-based real estate assets were taxed according to FIRPTA.  Certain 
“blocker” type structures could, however, help reduce taxes on capital gains; 

 Tax-exempt dividend income; 
 REIT (Real Estate Investment Trust) capital gains subject to taxation for investors holding more than 5% of 

the REIT’s value. 

Current Tax Act (effective December 18, 2015): 

 Capital gains are not taxable for certain categories of investors, such as Canadian pension plans, according to 
FIRPTA; 

 Dividend income still tax-exempt; 
 REIT (Real Estate Investment Trust) capital gains subject to taxation for investors holding more than 10% of 

the REIT’s value. 

According to the views expressed by several independent tax advisors, the new legislation should make U.S. 
property investments more tax efficient for Canadian pension plans, thereby improving net returns to investors. 
The repeal of FIRPTA may also allow Canadian pension plans to gain access to a wider range of opportunities 
that previously may not have been attractive due to tax implications.  This potentially would enable plans to 
attain better diversification without sacrificing returns. 
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PBI Actuarial Consultants Ltd. is a dynamic and growing company providing actuarial, administrative and 
investment consulting services for pension and benefit plans, as well as various trust funds.  PBI serves clients 
across Canada from offices in Vancouver, Montreal and Toronto with a focus on multi-employer plans, 
non-profit and public sector organizations. 
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