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This bulletin outlines how the Property Transfer Tax Act, (Act), determines the fair market value of land in
specific circumstances, if that land has "industrial improvements" located on it.

The Act provides two ways for a taxpayer to determine the fair market value of the land where specific
circumstances exist. The British Columbia Assessment assessed value may be used, or a value established
by a professional appraiser may be used provided certain conditions are met.

The information in this bulletin is provided for your convenience and guidance and is not a replacement for the
legislation. The Property Transfer Tax Act and Regulations can be found on the web at www.gov.bc.ca/sbr

In this issue...

» Legislative history

» Methods for determining fair
market value

LEGISLATIVE HISTORY

Provisions in the Miscellaneous Statutes
Amendment Act, 1997 (Bill 22) amended the Act
to clarify how fair market value of a property will
be determined where land has "industrial
improvements" located in it.

Section 1 of the Act includes a definition of
"industrial improvements" which is an industrial
improvement as defined in section 20(1) of the
Assessment Act. Industrial properties are those
identified as Class 4 in the Prescribed Classes of
Property Regulation of the Assessment Act.

Section 1.1 of the Act states that where land is
being transferred either from the provincial
government, or between associated corporations,
and there are industrial improvements on that
land, determination of the fair market value of the
land transferred must follow the remaining
provisions in the section. Associated corporations
under this section are companies that are
associated under section 256 of the

Income Tax Act (Canada).
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If the property being transferred has industrial
improvements on it, and the transferor is the
provincial government, or the parties to the
transfer are associated corporations, section 1.1
provides two ways that the fair market value of the
land may be determined. These two methods are
described below.

METHODS FOR DETERMINING FAIR
MARKET VALUE

Where the above qualifications are met, there are
two ways to value the property. The taxpayer may
either:

1. accept British Columbia Assessment's
assessed value of the property as its fair
market value;

or

2. at their own expense, have a professional
appraiser determine the property's fair
market value. This appraiser would have to
use accepted appraisal techniques and
methods to qualify under this section.

Professional Appraisal

If the taxpayer chooses to have an appraisal done
at their own expense to determine the fair market
value of the property, the Act places limits on who
may do the appraisal and how that appraisal must
be conducted:
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http://www.qp.gov.bc.ca/statreg/stat/P/96378_01.htm
http://www.gov.bc.ca/sbr
http://www.legis.gov.bc.ca/1997/3rd_read/gov22-3.htm
http://www.legis.gov.bc.ca/1997/3rd_read/gov22-3.htm
http://www.qp.gov.bc.ca/statreg/stat/A/96020_01.htm
http://laws.justice.gc.ca/en/I-3.3/

Who may Conduct the Appraisal?
The appraisal may be done by either:

1. a person designated "Accredited Appraiser
Canadian Institute" by the Appraisal Institute
of Canada; or

2. a person qualified as an appraiser by the
Real Estate Institute of British Columbia.

How is the Appraisal to be Conducted?

For the appraisal to qualify under section 1.1, the
fair market value must be based on the following
principles:

1. the value is to be the value of the
unencumbered fee simple interest as of the
date that there is an application to register
the taxable transaction;

2. the valuation must conform to the Uniform
Standards of Professional Appraisal Practice
and the Canadian Supplement;

3. the valuation must be the price that the land
would probably bring on the open market
with all the conditions necessary for a fair
sale;

4. the valuation must represent the normal
consideration for the land if it was sold
without special or creative financing or sales
concessions granted to anyone connected
to the sale;

the valuation must be based on the following
assumptions:

a. the buyer and seller are acting
prudently and knowledgeably;

b. the buyer and seller are both
motivated to transact;

c. areasonable time is allowed for the
land to be on the open market;
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d. there is more than one willing
purchaser; and

e. properties or supplies which produce
input materials for a facility located on
the land continue to supply inputs for
their natural life span.

NEED MORE INFO?

This bulletin is presented as an aid to
understanding the Property Transfer Tax
Act. It is not intended to replace the need
to consult the legislation for possible
application to a particular fact pattern.
Where there is a conflict between this
bulletin and the legislation, the legislation
prevails.

For further information, please contact:

The Administrator, Property Transfer Tax
Ministry of Small Business and Revenue
Property Taxation Branch

PO Box 9427 Stn Prov Govt

Victoria BC V8W 9V1

Telephone: 250 387-0604
Fax: 250 953-3094

Information is also on the web at
www.gov.bc.ca/sbr While there, you can
subscribe to our free electronic update
service.

Property Transfer Tax Returns and Guides

can be obtained through the forms reorder

line at 250 387-2183. Your request can also
be faxed to 250 356-2550.
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