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The Department of Finance promulgated the rules 
and regulations to implement the tax provision of 
Republic Act No. 9856 otherwise known as “Real 
Estate Investment Trust Act of 2009.” 

Real Estate Investment Trust or “REIT” is a stock 
corporation established in accordance with the 
Corporation Code of the Philippines and the rules and 
regulations promulgated by SEC principally for the 
purpose of owning income-generating real estate 
assets. It becomes a REIT and qualified to avail of the 
incentives and privileges when its REIT Plan is 
rendered effective by the SEC and its listing as REIT is 
approved by the Stock Exchange. 

Documentary Stamp Tax

The transfer of real properties to REITs, including the 
sale or transfer of any and all security interest 
thereto, is subject to fifty (50%) of the applicable 
Documentary Stamp Tax (DST) imposed under Title VII 
of the Tax Code. However, if the transfer or sale of real 
property to REIT shall occur prior to its listing, the 
REIT shall (a) execute an undertaking that it shall list 
within two (2) years from the date of its initial 
availment of incentive, and (b) place, for the benefit 
of the BIR, in escrow the 50% of the DST given as 
incentive in an Authorized Agent Bank. 

The incentive will be forfeited plus the applicable 
surcharge, penalties and interest if there is 
occurrence of any of the following:

A CLOSER LOOK ON REAL ESTATE INVESTMENT TRUST

Failure to list with an Exchange within two (2) 
years from the date of its initial investment of 
this incentive;
Failure to maintain its status as a Public 
Company;
Failure to maintain the listed status of the 
investor securities on the Exchange and the 
registration of the investor securities by SEC; 
and/or
Failure to distribute at least 90% of its 
distributable income as required by R.A. No. 
9856.

i.

ii.

iii.

iv.

Income Tax and VAT

Unless otherwise exempt, the sale, exchange, or other 
disposition of real property, including security 
interest thereto, to a REIT shall be subject to income 
tax/capital gains tax, and value-added tax, if 
applicable depending on whether the subject 
property is classified as capital asset or ordinary 
asset. 

Transfer of real property falling under Section 
40(C)(2) of the Tax Code or due to merger or 
consolidation is not subject to capital gains tax, 
income tax, and to creditable withholding tax. 
However, the transferor is subject to VAT on the fair 
market value of the property transferred being 
classified as ordinary asset. Further, it is exempt from 
DST. 

A REIT is taxable on all income derived from sources 
within and without the Philippines but it is not subject 
to the minimum corporate income tax. The formula in 
computing its income tax due is as follows:

Gross income
Less:  Allowable Deductions
 Dividends Paid
Taxable Net Income
X 30%               .                  
Income Tax Due

All income payments subject to expanded withholding 
tax received by a REIT shall be subject to creditable 
withholding tax rate of one percent (1%). 

Further, cash or property dividends paid by a REIT 
shall be subject to 10% final tax unless:

The dividends are received by a non-resident 
alien individual or a non-resident foreign 
corporation entitled to claim a preferential 
withholding tax rate pursuant to an applicable 
tax treaty;
The dividends are received by a domestic 
corporation or resident corporation from a 

(a.)

(b.)



Tax Digest            Volume 4, Series 27

2

Delisting of a REIT from the Exchange will result to 
ipso facto revocation of the tax incentives granted 
here and shall immediately be refunded to the 
Government together with the applicable interests 
and surcharges. 

(Revenue Regulations No. 13-2011, July 25, 
2011)

Gross Receipts for International Carriers 
Defined

The BIR issued a new definition of what constitutes 
Gross Receipts for common carrier’s tax liability of 
international airline companies

According to the new regulations, Gross Receipts 
shall include, but shall not be limited to, the total 
amount of money or its equivalent representing the 
contract or ticket price, excess baggage fees, 
freight/cargo fees, mail fees, rentals, penalties, 
deposits applied as payments, advance payments 
and other service charges and fees actually or 
constructively received during the taxable quarter 
from the passage of persons, excess baggage, cargo 
and/or mail, originating from the Philippines in a 
continuous and uninterrupted flight, irrespective of 
the place of sale or issue and the place of payment of 
the passage documents.

Further, tickets being revalidated, exchanged and/or 
indorsed to another international airline shall 
likewise form part of the gross receipts if the 
passenger boards a plane in a port or point in the 
Philippines. Moreover, for flight which originates 

domestic corporation in which case they are 
exempt from dividends tax;
The dividends are received by an Overseas 
Filipino Investor in which case, they are 
exempt from the dividends tax for seven (7) 
years from the effectivity of these 
Regulations.
Improve knowledge management.

(c.)

(d.)

from  the Philippines, but where the transhipment of 
passenger takes place at any port outside the 
Philippines on another airline, only the aliquot 
portion of the cost of ticket corresponding to the leg 
flown from the Philippines to the point of 
transhipment shall form part of Gross Receipts. 

(Revenue Regulations No. 11-2011, July 20, 2011)

Q & A: VAT on Toll Fees

May toll fees collected by tollway operators be 
subjected to value- added tax? 

Petitioners Renato Diaz and Aurora Ma. F. Timbol 
contended that VAT on tollway operators amounts to 
“tax on tax” and not a “tax on services”. Further, they 
argued that it will impair the right to a reasonable 
return of investment under the toll operating 
agreements and it is not administratively feasible. 

The Supreme Court decided that VAT on toll is valid. 
Fees paid by the public to tollway operators for use of 
the tollways are not taxes in any sense. A tax is 
imposed by the government to raise revenues for 
public expenditures while toll fees are collected by 
private tollway operators as reimbursement for the 
costs and expenses incurred in the construction, 
maintenance and operation of the tollways and to 
earn income.

Further, tollway operators are not among the 
franchise grantees subject to franchise tax under 
Section 119 of the Tax Code.  Neither are their services 
among the VAT-exempt transactions under Section 
109 of the Code.

(Diaz and Timbol vs. The Secretary of Finance 
and Commissioner of Internal Revenue, GR No. 
193007, July 19, 2011)
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Tax Digest by: Atty. Marissa C. Yambao
  and Ma. Kriselda Brucelo

For clarification, tax queries or if you need our 
assistance in securing BIR ruling, you may call us at 
telephone number (632)759-5090 or email us at 
aocheadoffice@rsmalasoplascpas.com or visit us at 
our website: www.alasoplas.com

This publication should not be used or treated as professional 
advice. The information in this publication should not be relied 
upon to replace professional advice on specific matters and its 
contents must not be used as a basis for formulating decisions 
under any circumstances. Readers of this material are advised to 
seek professional advice before making any business decision or 
you may call and ask for the full text.

TAX ADVISORY & COMPLIANCE SERVICES

Compliance with tax laws and authorities is an 
integral part of operating harmoniously with the 
external business environment. Our tax advisers 
offer a wide range of tax advisory and compliance 
services.

Alas Oplas offers:

Tax Due Diligence and Tax Compliance Review

Tax Return Preparation and Filing

Tax Audit Advisory and Tax Assessment

Tax Opinion and Studies

Request for Tax Rulings

Tax Seminars and Trainings

Tax Planning

Application for Tax Refund/Credit

Other Tax Services


