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Legal Framework
The Local Government Code (LGC), the National Internal Revenue Code (NIRC)*, and 

the Urban Development and Housing Act (UDHA) mandate the imposition of property 

tax and tax on property-related transactions in the Philippines:

Local Government Imposition National Government Imposition NIRC

• Basic Real Property Tax (up to 1% or 2%) LGC

• Special Education Fund (up to 1%) LGC

• Idle Land Tax (up to 5%) LGC

• Socialized housing tax (0.5%) UDHA

• Capital Gains Tax (6%)

• Documentary Stamp Tax (1.5%)

• Donor’s Tax (6%)

• Estate Tax (6%)

• Creditable Withholding Tax (up to 6%)

• VAT (engaged in business) (12%)

• Special Levy (up to 60% of cost of local project) LGC

• Tax on Transfer of Property Ownership (0.5%) LGC

* As amended by the Tax Reform for Acceleration and Inclusion (TRAIN) Law
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Real Property Tax (RPT) Computation

RPT = Assessed Value (AV) x Tax Rate

AV = (Unit Value per SMV x Area) x Assessment Level (AL) by Class

Land

Property Class Max AL

•Residential
•Agricultural
•Commercial
• Industrial
•Mineral
• Timberland

• 20%
• 40%
• 50%
• 50%
• 50%
• 20%

Machineries

Property Class Max AL

•Agricultural
•Residential
•Commercial
• Industrial

• 40%
• 50%
• 80%
• 80%

Special Classes
(all lands, buildings, machineries,            

other improvements)

Actual Use Max AL

•Cultural
• Scientific
•Hospital
• Local Water Districts
•GOCCS (Water/Power)

• 15%
• 15%
• 15%
• 10%
• 10%
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Assessment Levels for Buildings/Improvements

Schedule (in Php ‘000) Residential Agricultural Commercial/Industrial Timberland

Over Not Over Maximum Assessment Levels

175 0% - - -

175 300 10% - - 45%

300 500 20% 25% 30% 50%

500 750 25% 30% 35% 55%

750 1,000 30% 40% 50% 60%

1,000 2,000 35% 45% 60% 65%

2,000 5,000 40% 50%* 70% 70%*

5,000 10,000 50% - 75% -

10,000 60% - 80% -

* For properties  with fair market value over Php2,000,000.00



DOF - BLGF | DEPARTMENT OF FINANCE - BUREAU OF LOCAL GOVERNMENT FINANCE | DOF - BLGF | DEPARTMENT OF FINANCE - BUREAU OF LOCAL GOVERNMENT FINANCE

Discounts

1. Before accrual - up to 20%

2. Prompt Payment - up to 20%

Penalties

1. Surcharge - up to 25%

2. Interest - max of 2%/mo., up to 36 mos

Collection Remedies

1. Administrative: Warrant of Levy

2. Judicial: Civil Action

Exemptions

1. Ownership. By: (i) the Republic, (ii) local 
governments (iii) registered cooperatives.

2. Character. (i) charitable institutions, (ii) 
houses and temples of prayer and (iii) 
nonprofit or religious cemeteries.

3. Usage. Actual, direct and exclusive use to 
which they are devoted for: (i) religious, 
charitable or educational purposes; (ii) 
M&E used by local water districts or by 
GOCCs (water/electric power); and (iii) 
M&E for pollution control and 
environmental protection.
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Issues in Property Valuation
1. Multiple, overlapping valuations resulting in wide disparities in values: 

there are as many values as there are valuing agencies

2. Weak revenue performance of RPT: 0.35% of GDP; 9% of local revenues

3. Outdated valuations used for governmental purposes, especially for 
national and local taxation; LGUs comingle valuation with taxation

4. Outdated valuations result in costs, foregone revenues: overvaluation 
when government pays, undervaluation when government collects taxes

5. No single agency responsible for ensuring that valuations/ revaluations 
are completed in accordance with standards

6. Absence of a comprehensive real property electronic database to 
capture transactions and support regular property re-valuations
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Why are property values outdated

1. No sanction for non-compliance in the regular updating of the LGU 
Schedule of Fair Market Values and the BIR Zonal Values

▪ BIR: Only 45% of BIR RDOs with updated Zonal Values within the last 5 
years.  67 RDOs are in the process of revising.

▪ LGUs: Only 36% of LGUs have updated SMVs. Around 100 non-compliant 
cities and 45 provinces in FY 2017.

2. LGUs fail to update and revise the SMV as basis for real property 
taxation despite statutory requirement: unpopular, fear of political 
backlash, technical capacity, cost of revaluation, etc.
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Declining property tax-to-GDP ratio
Real Property Tax to GDP Ratio FY1972 - FY2016
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Weak Local Revenue Autonomy
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Property tax as a source of local income
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National taxes imposed on property transactionsNational Taxes on Transfers of Real Property

Capital Gains Tax; 
10,868,058,865; 

19%

Creditable and Final 
Withholding Taxes; 

14,228,659,576; 
24%

Documentary 
Stamp Taxes ; 

33,269,353,198; 
56%

Donor's Tax ; 
656,212,270; 1%

Estate Tax; 
41,481,294; 0%
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Huge disparities of valuations in urban areas

Ayala Avenue, Makati City

ü SMV: Php40,000 per square meter (FY 1994/1996)

ü SZV: Php439,000 (CR) per square meter (2017)

üMV: Php700,000 per square meter

Legaspi Village, Makati City

ü SMV: Php29,000 per square meter (FY 1994/1996)

ü SZV: Php320,000 per square meter (2017)

üMV: Php390,000 per square meter

E. Rodriguez Jr. Ave – C5, Quezon City

ü SMV: Php35,000 per square meter (FY 2017)*

ü SZV: Php100,000 (CR) (2012)

ü MV: Php130,000 per square meter

Sample of Huge Disparities in Valuations
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Foregone local revenuesForegone LGU Revenues
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Key Legislative Reform Proposals

1. Adopt international valuation standards

2. Adopt a single valuation base: Schedule of Market Values (SMV) as 
basis for local and national taxes, and as reference for other 
purposes such as for lease, ROW, socialized housing, etc.

3. Set the mandatory updating of SMV every 3-5 years

4. Depoliticize and recentralize the approval of SMVs from the 
Sanggunian to the Secretary of Finance (vetted by BLGF & BIR)

5. Set up and maintain a comprehensive database on property 
transactions and valuation.

6. Consider other tax related reforms: introduction of luxury tax, 
betterment tax for national projects, simpler tax structure, adjust 
brackets for assessment levels, rationalization of RPT 
incentives/exemptions, etc.



DOF - BLGF | DEPARTMENT OF FINANCE - BUREAU OF LOCAL GOVERNMENT FINANCE | DOF - BLGF | DEPARTMENT OF FINANCE - BUREAU OF LOCAL GOVERNMENT FINANCE

Thank you!


