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EXPLANATORY NOTE 

The Philippines has now entered into a g lobal race for 
social and e conomic compe tit iveness under enormous pressure of 
population increase and urban deve lopment . 

As a result of this global competition for social service 
and economic sufficiency , the burgeoning movement of goods and 
people has to be facilitat ed at a fa ste r pace in time and s pace. 
And the best mode of achieving the desired goal is thrpugh the 
establ ishment of a r ail -bases mass t r an s po r t system, wh ich 
invariably requires the acquisition of l a nd and right-of-way , and 
the const ruct ion thereon o f r a i l tracks , d e p o t and maintenance 
yard , stations and terminals, and other similar structures . 

It is generally acknowledges , however , that r a i l operations 
throughout the world could hardly be sustained without continued 
government support . Rail p r o j e c t s are considered n on-lucrative 
because of the very h igh i nv e s tment exposure i t requires t he r e b y 
n e ce s si t a ti n g a c on t i nue d l e ndi ng hand f r om the gove rnment a s i t 
does to a ll · forms of roads and simi lar public infrastructures 
s e rv i ng the Filipino peopl e . 

The bulk of the rail projects cost , by and large , pertains 
to the construction of the railroad , const ituting more t h an 5 0% 
thereof , which should be considered an o rdinary government 
i n fr a s tru ctu r e just l i ke roads and br idges . 

Consider ing the numerous economic benefits that the rail 
systems offer for the rapid development of the country , i. e . 
h a s t e n s the development of the country 's resources , accelerates 
the modernization /commerciali zation o f a g r i c ulture, e nhances the 
development of industries , slows down ru ral -to-urban migration 
e s p e c i al l y in crowde d citie s , a nd p r ov i de s impetu s to t he rai s ing 
of the people 's l iving standards , it i s but fitting and proper to 
exemp t g ove r nme n t ra ilway s f r om the p aym ent o f r e a l property tax . 
Wi thou t the exempt ion , al l rai l systems in the country will have 
t o stop operation a nd surrende r their a ssets to the local 
government unit where the railroad tracks a r e laid , the depot , 
stations and similar s tructures are located . 
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AN ACT
 
PROVIDING FOR THE EXEMPTION OF GOVE RNMENT RAILWAYS FROM THE
 

PAYMENT OF REAL PROPERTY TAX.
 

Be i t ena c ted by the Hous e o f Representatives and t h e Se na t e o f 
th e Ph i l i p p i n es in Congr ess assemb led : 

SECTION 1. Short Ti t~e. This Act s ha l l be kn o wn and may be 
c i t e d as t he " Gove rnment Ra i l ways Re al Pro p e r t y Tax Exemp t ion 
Act." 

,	 SECTION 2 . Definition of Terms. The fo llowing wo r d s and phrases 
when used i n th i s Act s ha l l ha ve t he me aning s given t o t hem i n 
this s e c t ion unl e ss t he context clea r ly indi ca tes o t he r wise : 

(a) "Dep ot" refers to th e pla c e that p r ovid e s faci l i ties 
fo r t he rout i ne s e r v i cing a nd maintenance of 
locomotives and r olling sto c ks. Sp e c i f i c a l l y , it ha s 
al l the ne c e s s a r y fac i l ities fo r f ue l i ng , c leaning and 
se rv ic i n g as we ll a s wor ks hop fa c ilities f o r ca r ry i ng 
o u t routine r epairs and c omponen t e x c hange . It 
inc l ud es locomot ive s tab li ng a nd tr a in crew 
fac i l it i es ; 

(b)	 "Rai~road" i s a pe r mane nt road having a l i ne of r ails 
f i xed to ti e s o r s l eeper s and l aid on a r o a db ed a nd 
providing a tra ck fo r the passag e of r olling sto ck 
d r a wn by locomot i v e s or prope lled by s e lf- c ontained 
motors; 

(c)	 "Right-of-Way" i s th e st rip of l and acquired by 
easeme n t , condemna t ion , o r p u rchase , ove r which a 
r a il road l ays its tracks; 

(d)	 "Ro~~ing Stock" r efers to t he whe eled tran s po rtat i on 
e q u ipme n t o f a ra il r oad whi ch inc l udes d ie s e l mul t i p le 
uni ts (DMU s) , lo c omot i ves , rail c ar s, pass e nger 
coaches , fr e ight wagons, bogies a nd the li ke; 

(e)	 "Signa~ing and Communications System." ma y b e b r oad ly 
de f i ned as t he metho d a nd me an s by whi ch a t r a f f ic 
movements ar e c o n t r o l l e d and cove r s not only the 
working o f si gnals a nd points but al s o blo c k 
te legraphs , i ns t r ument s a nd o t he r associa ted 
equ i pment ; 



( f) "Stat1on" is an es t ablished bu i ldi n g or place servi ng 
as a star t ing point , s tage , stopping place , or post 
for the accommodat ion of passengers or freight on a 
ra ilroad . 

SECTION 3 . Government Ra1~ways Rea~ Property Tax Exempt1on. 
Pursuant to Section 206 of Republic Act No. 71 60, otherwise known 
as the " Lo c al Government Code of 1991", provinces , c ities and 
municipal ities shall grant exemption from payment of r e a l 
prope r ty tax for a ll gove r nment rai l wa y s operat ing and/or 
's i t ua t e d i n their respect ive area o f jurisdiction . This exemption 
shall on ly apply to government owned and/or controlled ra ilways 
and shall not extend t o pr ivately owned ra il p roje cts . 

SECTION 4 . Amount of Exempt1on. The real property tax exemption 
granted under this Act in fa vor of government railways shall be 
100% . 

SECTION 5. E~1g1b~e Ra1~way Propert1es. The real property tax 
exempt ion shall apply to railway systems owned and /or control led 
by the gover nment consisting of l a nd, buildings, mach inery and 
other i mp r ov eme n t s aff ixed or a t t a c h e d thereon . Specifically , the 
prope r ties c overed a r e the ri g h t - o f-w a y , r a ilroad , stations , 
depot , rolling stocks , s ignal ing and communications system and 
other simi lar rea l and/or persona l properties. 

SECTION 6. Pr1vat1zat1on of Governme nt Ra1~ways. When 
gove rnment ra ilways ar e transferred to private owne rship , the 
real property tax shal l apply to l a nd, bui ldings and stations or 
any portion thereof be ing used for commercial purposes . 

,S ECT I ON 7. Non-Pr1vat1zed Assets. The ownersh ip of the r a.ilroad 
and the r ight -of -way shal l remain i n the government . 

SECTION 8 . Term of Exempt1on. This e x emp t i on shall r ema i n f or 
as lon g as t h e ra i l way s are i n the ha nds of t he government. Th is 
exempt ion shall be de emed ipso fa cto revoked , in the event the 
railways are privatized . 

SECTION 9 . App~1cab1~1ty. Thi s Ac t sha l l app l y re t r oactiv e l y 
but only to rea l prope rty taxes due but which r emaine d unpa id and 
outstanding as of the date of the approva l hereof. 

SECTION 10. Effect1v1ty. This Act s hall ta ke effe ct 
imme d i ately . 
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