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EXPLANATORY NOTE 

The Philippines has now entered into a global race for 
social and economic competitiveness under enormous pressure of 
population increase a nd urban deve lopment . 

As a resul t o f this g lobal compet ition for social service 
and economi c suff iciency, the burgeoning movement of goods and 
people has to be fac i litated a t a faster pace in time and space. 
And the best mode of aChieving t h e desired goal i s through the 
establishment of a rai l-based mass t r a n s p o r t system, which 
invariably requires t he a c q u i s i t i o n of l a nd and right-of-way, and 
the construction thereon o f rai l tracks, depot and maintenance 
yard , stations and terminals, and other similar structures . 

I t is general ly acknowledged, however, that rail operations 
throughout the world could hardly be sustained without continued 
government support. Rai l pro jects are considered non-lucra tive 
because o f the very high i nv e s t me nt exposure it requires thereby 
necessitating a continued lending hand from t he gove rnment as it 
does to a ll forms of r oa ds and simi lar public i nf r a s t r u c tur e s 
serving t he Filipino people . 

The bulk of t h e rai l projects cos t , by and large, pertains 
to the construction of the railroad, const i tuting more than 50% 
thereof, which should be cons idered an ordinary government 
i nf r a s t r u c t u r e just like roads and bridges. 

Considering t he numerous economic benef its that the rai l 
systems offer for the rapid development o f t he country, i . e. 
hastens the development o f the country's resources, accelerates 
the modernization Icommercial i za t ion of a gri c ul t ur e , enhances the 
development o f i nd us t r i e s , slows down r ur a l - t o - u r ban migration 
especially in crowded c ities, and provides impetus to the raising 
of the people ' s l i v i ng s tandards , i t is but f i t t i ng and proper t o 
exempt governmen t railways f r om the payment of r e a l property tax. 
Without t he exempt ion, a ll rai l s y s t ems in t he country wi l l have 
to s top opera tion and surrender thei r asse ts to the l o c a l 
governmen t u n i t where the railroad t racks are laid, the depot, 
stations and similar struc ture s a r e located . 
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AN ACT� 
PROVIDING FOR THE EXEMPTION OF GOVERNMENT RAILWAYS FROM THE� 

PAYMENT OF REAL PROPERTY TAX AMENDING FOR THE PURPOSE SECTION 234� 
OF REPUBLIC ACT 7160 OTHERWISE KNOWN AS THE LOCAL GOVERNMENT CODE� 

OF 1991 .AND FOR OTHER PURPOSES .� 

Be it enacted by the House of Representatives and the Senate of 
the Philippines in Congress a s s emble d : 

SECTION 1. Short Ti tl.e. " Th i s Act shal l be known as the 
"Government Railways Real Property Ta x Exe mp t i on Act . " 

SECTION 2 . Definition of Te~. The fo llowing wor ds and phrases 
when used in this Act shal l have the meanings given t o them in 
this section unless the context clearly indicates otherwise: 

(a ) "Depot" refers to t h e place t ha t provides facilities 
for t he rou tine servicing and maintenance of 
l oc omo t i ve s and roll ing s tocks . Speci fically , it has 
all the necessary f acilities f o r fue ling, cleaning and 
servicing as well as wo r kshop facil ities for carrying 
out routine repairs a nd component exchange. It 
includes locomot ive stabling and train crew 
facilities; 

(b) "Railroad" is a permanen t road having a l i ne of rails 
f ixed to ties or sleepers and laid on a roadbed and 
providing a track for the passage of rolling stock 
drawn by locomotives or propelled by self-contained 
motors; 

(c) st r ip of land 
or purch a s e, 

"Right-of-Way" is the 
easement , condemnation, 
railroad l a ys its t r a c ks ; 

acquired 
over which 

by 
a 

(d ) "Rol.l.iDg stock" refers to the wheeled transportation 
equipment of a railroad which includes diesel mul tiple 
units (DMUs) , l oc omot i ve s , rail cars, passenger 
coaches, f r e i gh t wagons, bogies and the l i ke ; 

(e ) "Signal.iDg and Conmnmications Syst:errf' may be broadly 
defined as t he method and means by which a traffic 
movements are controlled and covers not only the 
working o f s ignals and points but also block 
telegraphs, ins truments and other assoc iated 
equ ipment ; 
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(f )� "Sta t i on " i s a n es tabl ished bui l ding o r plac e serving 
a s a s t art ing p o int , s t a ge , s topp ing p l ace, o r pos t 
f o r the a c c ommodat ion o f p a sse nge r s or fre i ght on a 
r ail r oa d . 

SECTION 3 . Se ction 23 4 o f Repub l i c Act 71 60 i s hereby amended t o 
r e a d as f o l l ows: 

" Se c. 23 4 . Exemptio ns f r om Rea l Proper ty Ta x . - The 
f ol l owi ng a r e exempte d from payment of the rea l p r op e rt y t a x: 

( a )� X X X 
(b )� X X X 
( c)� X X X 
( d )� X X X 
( e)� X X X 

(f)� li~ government owned and contro~~ed rai~ways 

which sha~~ inc~ude, but not ~imited to the 
fo~~owing machinery and equipmen t such as rai~ 

depot, raiaoad, right-of-way, ro~~ing stock, 
signa~ing and communications system, stations 
and a~~ ~ands, bui~dings and improvements 
direct~y and primari~y used or necessari~y 

re~ated to rai~ tran~ortation purposes , 
PROVIDED, That the exenption herein contenp~ated 

sha~~ not app~y to private~y owned or operated 
rai~ projects and PROVIDED, FURTHER, That when 
government rai~ways are transferred to private 
ownership, the exenp tion shal~ be deemed ipso 
facto revoked and rea~ property tax sha~~ app~y 

to Lsaui, bui~dings and stations or any portion 
thereof being used for commercia~ purposes . 

Excep t a s p r ovided herein , a ny e x empt ion f r om payment 
o f r ea l p r op e r t y tax p r e v i ou s l y grant e d t o , or 
p r e s ent l y en j oyed b y , all per sons, whether natural or 
j ur i d i c a l , incl ud ing a l l governme nt -owne d or 
c on t r ol l e d c o r p o r a t i o ns a r e hereby withdrawn upo n the 
effec t i vity o f thi s Code . " 

SECTION 4 . Non-Privatized Assets . Notwithstanding 
privatization, the ownership of the rai~road and the r ight-of-way 
sha~~ remain under the contro~ of the governmen t . 

SECTION 5. App~icabi~ity . - "This Act sha~~ app~y retroacti ve~y 

to rea~ property taxes due, unpaid and ou ts tanding as of the date 
of the approva~ hereof. Taxes a~ready paid to the Looe l: 
government unit are deemed waived and a~~ c~aims thereto 
abandoned. " 

SECTION 6 . Separabi~ity C~ause. - If any p rov is i on o f this Act i s 
dec lared unc onst itutional o r i nv a lid , o t he r part s o f provis ions 
he r e of not a f f e c t e d t he r e b y sha l l c ontinue t o be in f u l l f orce 
a nd e f fec t. 

SECTION 7. Effectivity. - Th i s 
f ollowing its p ub l ication i n 
general circ ulat i o n . 
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