REPURLIC OF THE PHILIPPINES
DEPARTMENT OF FINANCE
BUREAU OF INTERNAL REVENUE

Quezon City

Person to Contact; Chief, I.aw Division
Tel. Nos. 926-55-36/ 927-09-63

Datc. June 28' &16

. e .y

FIRST RGP LAND DEVELOPMENT CORPORATION
1211 Cityland 10 Towerl, Ayala Avenue, corner H.V. De La Costa Street

Attention : RESTITUTO G. PEREZ, JK

Gentlemen:

This refers to the letter of Ma. Ana R. Oliveros, President of
Finance Corporation (SHFC) dated November 18. 2014,
transaction between First RGP Land Development Co
exemption from the payn “Capital Gains Tax anc
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SHFC (TIN , on the other is a government-owned and
controlled corporation created under Executive (EO) No. 272 Series of 2004.

On November 13, 2014, the parties ex«
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Program (CMP) where community loans are given for land acquisition as well as site
development and housing construction for the Informal Settler Families (ISF). For this
purpose, South Morning View Homeowners Association. Inc. secured a housing loan
under the Informal Settler Families (ISF) Housing Program from SHFC.

[n reply. please be informed that Section 32 of RA No. 7279 provides:

Sec. 32. Incentives. — To encourage its wider implementation,

participanis in the CMP shall be granted with the following privileges
or incenltives.

(@) Government-owned or -controlled corporations and local
government units, may dispose of their idle lands suitable for
socialized housing under the CMP through negotiable sale at
prices based on acquisition cost plus financial carrying costs;

(b) Property sold under the CMP shall be exempted from the capital
gains tax, and

(¢c) Beneficiaries under the CMP shall not be evicted nor dispossessed
of their lands or improvements unless they have incurred
arrangemenis in payments of amortizations for three (3) months.

In this particular HDH scheme which SHFC described as modified CMP.
SHFC buys the land identified for socialized housing with a funding to be drawn out
of the ISF lousing Fund to be released by the Department of Budget and
Management'. The ISF's member beneficiary/relocatee then enters into a Usufruct
Agreement (with option to buy) on the land with SHFC and from whom he may take
out a community loan for land acquisition, site development and building
construction®.

Considering that the acquisition of the parcels of land by SHFC from First
RGP Land Development Corporation 1s not under CMP, hence, it is not qualitfied for
exemption from capital gains tax under Section 32 of RA 7279.
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d N wlar sociall
leasehold _or__usufruct

meficiaries must be encou inde
im w thin a ¢ ' P Qeierniiic

wﬁ:mf' Wmﬂm (emphasns supplied)

[n the case of South Morning View Homeowners Association, Inc.. a 50-year
Usufruct Agreement with option to buy was executed by SHFC and the South
Morning View Homeowners Association, Inc. It is likewise noted that the Letters of
Guaranty were granted not in favor of the South Morning View Homeowners
Association, Inc. but for the purchase by SHFC of the property of First RGP Land
Development Corporation. The members of the South Morning View 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 ent 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.
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government and liberally in
civilized

law frowns against exemptions from
exemptions are thus construed .
and liberally in favor of the
from tax payments must be clearly
aw too plain to be mi
exemption therefrom is the exception.”

In view of the foregoing, this O
exemption from the payment of Capital
transaction between RGP Land Develo
accordance with Section 32(b) of RA No. 7279
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