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Ciarifying the Basis for tile Irnposition of Tax on the Sale, Erchange
on Other Ilisposition of R.eatr Property.

Aii Intel'nal Revenue Officerri, ilinpiol,ces and Others Concr.:rrleii.

This CircLrlar is issued to clarili, the basis fbr the imposition of tax on the sale, exchange
or otlter dispositiotr of real propefty r.r,hether classified as capital asset or ordinar)/ asset.

Section 6(E) of R.epublic Act (RA) 8424,'lax Reforin Act of 1997, also knorvn as the
National Internai Revenue Code of 1997, iras provideci for the following:

"9ilC. 6. Powar of the Commissioretr l* ty{ake iTssessments and Prescribt
Additicnal llequireruexis for T'ax Adnrinisiratian untl .tnscrcernertt. --

-,Ytxx .-ff1x xxxx

(E) Autltority of tlie {)on*nissioner to Frescribe Reai }}rCIper.t1t Volues. -
The Co;nnris,sioner is herebv'cuthorizsd trt rJivicle the Philippines into different zofte,l
or arezs and ,s'liull, upan consultation tyith cctrrytetr:rrl crppraiser,s bolh J|ont llte
privata and public sectrtr,s', tlele rnritte thc.fctir rnat'kef value ttf reol properlies locatecl
in each zone or urea. lior put'pc,.s'c.s'af coniplrting any inlern.rl ret)cilLte tax, lhe value
of the properi.it ,yhctll be, v,hic/1e.,,et' is t/rc lti;ihey of:

(l) 'fhe fair mat'lrcl ',,cilttc ct,y c{eterunined by lhe Cctrntiii,,r,s,ioner,. rtr
(2) The fair market r,ulur: a,s' ,showtt in the .vchedule of-volue ,r af the

Provitrclal and Citv As',se.!'J'ors'. "

Iror pLn'poses of imposing thc tax Sec. 24(flxl) arnci 2l(D){5) of thc same f,rt, a-s

impl,:ntentecl L;y liev;:n,',: ile.gulations I'ios. 2-93 ar,cl 7 ?i)il-1. Dro,.,irJe that it shali be bas,:l: r;it [he
tIt'oss seliing price ol'ciil'r'cttt f;,iil'irlrrltet valLrr: as deterrrined in:Lcurtrdance n,ith Sec" 6(1t7 o1'lhe
Llod..,. ivh i chcvr.:r' is lii;ilr er.
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From the aloresaicl provisions, notl,ing in the code or any of its implerner-rting gLridelines

provicle for the application of a comparaiive saie or any other tax base. 'rhus, in tro case shall

revenue ofllcials or empioyees aplriy any other basis for thc imposition of capital gairrs tar/income

tax/withholding tax on salc, .r.tlunge or other dispositioit of real property except as ltcrein

provided as it has no legal basis'

Ali internal revenue officials anci employees ai'e enjoined to give this circuiar as r'vide a

publicity as Possibie.

/\F1--**^.lL*"-'1,
- cAF.sAit R. DULAY

Contmissioner of Iilternal Revenue
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