REPUBLIC OF THE PHILIPPINES
DEPARTMENT OF FINANCE

BUREAU OF INTERNAL REVENUE
Quezon City

SAMUEL B. UY
Pablo Bairan Sr. Bldg.
227 Rizal Avenue Extension, Grace Park,

Sir:

Giains Tax and other taxes m
No. 7279, otherwise known as the
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Kapitbahayan Blue Meadows Homeowners® Association, Inc.
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Kapitbahavan Blue Meadows Homeowners'
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On March 18, 2015,
landowners transferred and conveyed the subject
price of

Pesos
RA N

acquired by Sl IFC for K&pntbahayan B}ue
covered bv TCT Nos
. & ‘ RN [-

through its Hig:
rel:ocaxelSsthomhwngalongwammysmd
provide them with in-city or near-city relocation. The
property shall be under its High Density Hc
Community Mortgage Program (
acquisition as well as site development and housing construction for the
Settler Families (ISF). For this purpose, Kapitbahayan Blue Mmdows Ho
Association, Inc. secured a "
Housing Program from SHFC.
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Considering that the acquisition of the parcels of land by SHFC from Samuel
B. Uy. et al. is not under CMP, hence, it is not qualified for exemption from capital
gains tax under Section 32 of RA 7279,

Note that the CMP is a mortgage financing program of the National Home
Mortgage Finance Corporation which assists legally organized associations of
underprivileged and homeless citizens 1o purchase and develop a tract of land under
the concept of community ownership. The primary object of the program is to assist
residents of blighted or depressed areas to own the lots they occupy, or where they
choose to relocate to, and eventually improve their neighborhood and homes to the
extent of their affordability. (Sec. 31, RA 7279)

Moreover, Section 15 of the same RA provides that:

Sec. 15. Policy. — Socialized housing, as defined in Section 3
hereof, shall be the primary strategy in providing shelter for the
underprivileged and homeless. However, if the tenurial arrangement
in_a particular socialized housing program is in the nalure 0

leasehold or usufruct, the same shall be transitory and the
beneficiaries must be encouraged to become independent from the

Program within a given period of time, to be determined by the
implementing agency concerned. (emphasis supplied)

In the case of Kapitbahayan Blue Meadows Homeowners®™ Association, Inc., a
50-vear Usufruct Agreement with option to buy was executed by SHFC and the
Kapitbahayan Blue Meadows Homeowners® Association, Inc. It is likewise noted that
the Letters of Guaranty were granted not in favor of the Kapitbahayan Blue Meadows
Homeowners' Association, Inc. but for the purchase by SHFC of the property of
Samuel B. Uy, et al. The members of the Kapitbahayan Blue Meadows
Homeowners™ Association, Inc. are only given an option to buy the units that will be
allotted to them. otherwise, they must surrender the same at the end of 50-year

usufruct period. Section 32 therefore does not apply in this case. The concept and
primary objective of the CMP are absent in the transaction.

Moreover, as a socialized housing strategy under usufruct, the possession of
the housing unit is considered temporary and the beneficiary should be encouraged to
own the housing unit within a given period of time.

In this case, although the HDH program provides for a time-barred usufruct,
the agreement only presents the relocatee/beneficiary an option to buy the housing
unit within the usufruct period or else he must surrender the same at the end of the
usufruct period. The usufruct agreement also states that the same shall be executed for
projects where ISFs cannot afford to buy the land, as determined by the owner, or do
not opt to buy the land.

Therefore, the HDH Scheme, as herein presented, is not among those
transactions that are entitled to the tax incentives under CMP of Article VIII of RA

No. 7279. Consequently. the sale by Samuel B. Uy,etal.ofthembyectpopem&s
covered by TCT Nos.
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burden is upon the taxpayer to establish his right to exempti

doubt’. In the case of Mactan Cebu International Airport A

Supreme Court held:
“Accordingly, tax statutes must be construed strictly against the
government and liberally in favor of the t . But since taxes are
what we pay for civilized society, or are the
law frowns against exemptions from taxation
and liberally in favor of the taxing

from tax payments must be clearly shown and based on
law too plain to be mistaken. Elsewise stated, taxation is the rule,
jon therefrom is the exception. "

In view of the foregoing, this C
exemption from the payment of Capital
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