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Property tenure/ownership
Two types of tenure exist:
• Freehold

 - Private freehold land is only available to Philippine 
nationals (e.g., Filipino citizens or corporations, of which at 
least 60 percent of the equity are held by Filipinos)

 - Foreigners and foreign corporations may own 
condominium units, subject to the provisions of the 
Condominium Act (see Restrictions on Foreign Property 
Ownership below)

• Leasehold
 - All public land is available to Philippine nationals on a 

leasehold tenure only

 - Private land may be leased by foreign corporations, subject 
to certain restrictions

 - Leasehold rights acquired under long-term lease contracts 
may be sold, transferred or assigned

 - Where the buyer, transferee or assignee is a foreigner or a 
foreign-owned enterprise, conditions and limitations for use 
of the leased property apply

Ownership is generally evidenced by:
• Transfer certificate of title (TCT) – mother title for land
• Condominium certificate of title (CCT) – for condominiums 

and townhouse properties

Operational requirements for foreign corporations
Office
Modes of entry
• Subsidiary domestic corporation
• Branch or representative office
• Regional operating headquarters or regional or area 

headquarters

Major property legislation

1987 Constitution Public Land Act (C.A. 141), as amended

Property Registration Decree (P.D. 1529), as amended Urban Development and Housing Act (R.A. 7279)

Land Ownership by Filipinos Overseas (B.P. 185) Investors’ Lease Act (R.A. 7652)

Local Government Code (R.A. 9640) Special Economic Zone Act (R.A. 7916), amended by R.A. 
8748

Condominium and Lot Buyers Protective Act (P.D. 957) National Internal Revenue Code (NIRC) of the Philippines 
(P.D. 1158), amended by R.A. 8424, R.A. 7716, R.A. 9337, 
R.A. 9361, R.A. 9504, and R.A. 9648

National Building Code (P.D. 1096) Regional Headquarters Act (R.A. 8756), amending the 
Omnibus Investment Code (E.O. 226)

The Subdivision Development Act (P.D. 1216) Retail Trade Liberalization Act (R.A. 8762)

Urban Land Reform (P.D. 1517) Rental Reform Act (R.A. 9161)

Rent Control Act of 2009 (R.A. 9653) Special Purpose Vehicle Act (R.A. 9182)

Condominium Act (R.A. 4726), amended by R.A. 7899 Land Use Ordinance

Comprehensive Agrarian Reform Program (R.A. 6657), as 
amended by R.A. 9700

Zoning Ordinance

Foreign Investments Act (R.A. 7042), amended by R.A. 8179 Real Estate Investment Trust (REIT) Act of 2009 (R.A. 9856)

Realty Installment Buyer Protection Act (R.A. 6552) Indigenous Peoples’ Rights Act (R.A. 8371)

Intellectual Property Code (R.A. 8293), as amended by R.A. 9502
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Registration/licencing requirements
• Registration with the Securities and Exchange Commission 

(SEC)
• Registration with other government agencies is required for 

some types of industries
• Registration of business to obtain tax and other incentives 

– Philippine Economic Zone Authority (PEZA) or Board of 
Investments (BOI), depending on the proposed office location 
(e.g., PEZA-accredited buildings, IT parks or economic 
zones) and the type of industry (e.g., call centres, business 
process outsourcing or other “pioneer” or “sunshine” 
industries)

• Business permit from the appropriate local government unit
• Registration with the Bureau of Internal Revenue
• Membership in the Philippine Social Security System
• Membership in the government healthcare benefits program – 

Philippine Health Insurance Corporation
• Membership in the Home Mutual Development Fund
Requirements for employment of foreigners
• Visa – Bureau of Immigration
• Alien employment permit – Department of Labor and 

Employment
Foreign employment limitations
Foreigners can only be employed in positions for which there 
is no available Filipino who is competent, able and willing at 
the time of the application to perform the services for which the 
foreign employee is desired. Certain businesses are subject 
to nationality requirements that restrict the hiring of foreign 
employees.

Retail trade
Retail Trade Liberalization Act of 2000 
Retail enterprises may be wholly owned by foreigners, provided 
such enterprise has a paid-up capital of at least PHP 107.73 
million (USD 2.5 million) and that the investment for establishing 
a store is at least PHP 35.78 million (USD 830,000), unless the 
enterprise specialises in high-end or luxury products, in which 
case, the required minimum paid-up capital per store is PHP 
10.78 million (USD 250,000). 

Industrial trade
Registration/licencing requirements
• Registration of export firms – PEZA or BOI
• Import duty-free certification – BOI
• Certificate of origin/authority to load – Bureau of Customs
• Registration of operation of customs bonded manufacturing 

warehouse – Bureau of Customs
• Environmental compliance certification – Department of 

Environment and Natural Resources

• Trademarks and patents registration – Intellectual Property 
Office

• Special permits/clearances for selected export businesses

Foreign investment incentives
BOI and PEZA incentives for registered enterprises
Firms that register with either the BOI or the PEZA are entitled 
to incentive privileges.
BOI incentives include a corporate income tax holiday for 
three to six years (depending on the type of project), which 
is extendible in some cases, exemptions from certain taxes, 
additional tax credits, additional deductions from tax income and 
nonfiscal incentives.
PEZA incentives include a corporate income tax holiday of four 
to eight years, after which the registered enterprise may opt 
to pay a preferential tax of 5 percent of gross income in lieu 
of all national and local taxes (except for real property tax on 
land owned by developers). PEZA-registered enterprises also 
enjoy exemptions from certain types of taxes, additional tax 
credits, additional deductions from taxable income and nonfiscal 
incentives.

Incentives for regional headquarters (RHQs)/regional 
operating headquarters (ROHQs)
RHQs and ROHQs also enjoy tax incentives. RHQs are 
exempted from the payment of corporate income tax and value 
added tax, and their purchases of goods and services and 
lease of goods and property are zero-rated. ROHQs enjoy a 10 
percent preferential income tax rate. Additionally, both ROHQs 
and RHQs are exempt from all kinds of local taxes, fees and 
charges (except for real property tax on land improvements and 
equipment) and may import training materials and equipment 
free of taxes and customs duties. 
Expatriate employees of RHQs and ROHQs also enjoy some 
tax incentives.

Restrictions on foreign property ownership
Foreigners are not permitted to own land in the Philippines, 
except in cases of hereditary succession. However, foreigners 
investing in the Philippines are allowed to lease private land for 
50 years, renewable once for a maximum period of 25 years.
The Condominium Act allows for the ownership of condominium 
units by foreign investors or multinational corporations in some 
situations. If the common areas of a condominium project are 
co-owned by the owners of individual units, the units may be 
conveyed or transferred only in favour of Filipino citizens (except 
in cases of hereditary succession) and Filipino corporations. 
Where the common areas are held by a corporation, the transfer 
or conveyance of units to non-Filipinos is allowed, provided that 
the foreigners’ interest in the project does not exceed the 40 
percent limit provided under the existing laws.
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Foreign exchange controls
Foreign investments must be registered with, and foreign loans 
approved by, the Bangko Sentral ng Pilipinas (BSP), so these 
can be serviced, repatriated or paid back using the foreign 
currency sourced from the local banking system. Certain types 
of foreign loans must be approved by the BSP, regardless of the 
source of foreign exchange that will be tapped to service and 
repay the loan. Outside the banking system, foreign exchange 
is freely traded.

Taxes on possession and operation of real estate
Real Property Tax
An annual ad valorem tax is levied on real property such as 
land, buildings, machinery and other improvements attached 
to real property. The total tax rates vary by municipality/local 
government unit. A range of 1–2 percent of assessed value can 
be imposed on residential, commercial and industrial properties.

Special Education Fund Tax (SEFT)
1 percent of the assessed value in addition to the basic real 
estate tax.

Taxes and fees on the acquisition and transfer of real 
estate
The following taxes are imposed on the acquisition, transfer and 
other transactions involving real estate:
• Documentary stamp tax (DST)
• Local government transfer taxes
• Registration fees to the Register of Deeds
• Capital gains tax (imposed on sales, transfers or exchange of 

real property that is a capital asset)
• Creditable withholding tax (imposed on sales, transfers or 

exchange of real property that is not a capital asset)
• Notarial fees (imposed on the notarisation of the sale or 

transfer document)
• Value added tax (see ‘Value added tax/goods and services 

tax’ section)

Value added tax/goods and services tax
A uniform 12 percent value added tax (VAT) applies to 
businesses with annual gross receipts/sales over PHP 1.5 
million (USD 34,797). All professional services, including 
brokers in the real estate industry and those rendered by 
financial and nonfinancial intermediaries, are also subject to this 
uniform 12 percent VAT.
As a general rule, the sale, barter or exchange of property 
held primarily for sale to customers or for lease in the ordinary 
course of trade or business and the use or lease of property are 
subject to VAT.

Tax depreciation
In the case of tangible property, depreciation applies to a 
property that is subject to wear and tear, to decay or decline 
from natural causes, to exhaustion and to obsolescence due 
to the normal progress of the art (as where machinery or other 
property must be replaced by a new invention) or because of 
the inadequacy of the property in meeting the growing needs 
of the business. Property kept in repair may, nevertheless, be 
the subject of a depreciation allowance. The deduction of an 
allowance for depreciation is limited to property used in the 
taxpayer’s trade or business.

Corporate taxation
In general, income received from equity investments, savings 
and time deposits, as well as deposit substitutes, is the received 
net of withholding taxes imposed at source and is excluded from 
taxable income.
Domestic corporations are taxed on their worldwide income, 
while foreign corporations are taxed on income derived from 
sources within the Philippines.
The corporate income tax for domestic and foreign corporations 
is 30 percent. A minimum corporate income tax rate of 2 
percent of gross income is imposed, beginning in the fourth 
taxable year, if the minimum income tax is greater than the tax 
computed under normal tax rules.
Passive income derived by domestic and foreign corporations 
is also taxed, with the rates varying depending on the type of 
passive income involved. 
A resident foreign corporation is taxed based on its taxable 
income. After-tax profits remitted by its Philippine branch to 
its head office abroad are taxed at a fixed rate of 15 percent. 
However, remitted profits of corporations registered with the 
PEZA are tax-exempt.
A nonresident foreign corporation not engaged in trade or 
business in the Philippines is taxed on its gross income.
Enterprises in the Subic Bay Freeport are exempted from all 
national and local taxes, but are required to pay a 5 percent final 
tax on gross income earned.

Personal taxation
Individual resident citizens are taxed on their worldwide income, 
while nonresident citizens as well as resident and nonresident 
foreigners are taxed on income derived in the Philippines only.
Individual income is categorised as compensation income, 
business income and passive income. Different tax rates apply 
to each category, and subcategories are, at times, also taxed 
differently. Individual taxpayers also enjoy certain types of 
personal exemptions. 

PHILIPPINES



Asia Pacific 
Property 

Investment 
Guide 2015

Nonresident aliens not engaged in trade or business are subject 
to a flat tax rate of 25 percent on gross income derived from 
sources within the Philippines, if their stay in the country does 
not exceed 180 days in a calendar year. Otherwise, they are 
taxed on the basis of graduated rates.
Aliens who are employed by regional or area headquarters or 
regional operating headquarters of multinational corporations, 
representative offices, offshore banking units or petroleum 
service contractors and subcontractors are subject to a 
preferential income tax rate of 15 percent of their gross income 
from such employers (e.g., salaries, annuities, honoraria and 
allowances).

Tax treaties: Avoidance of double taxation
Treaties in existence:

Real Estate Investment Trusts (REITs)
Requirements
RA 9856 allows the creation of REITs, which are investment 
vehicles through which indirect investments in real property 
can be made. The principal purpose of a REIT must be the 
ownership of income-generating real estate assets. A REIT must 
have a paid-up capital of at least PHP 300 million (USD 6.96 
million). It must also be a public company as defined under RA 
9856, which means that: 
• It has to maintain its status as a listed company 
• It must have at least 1,000 public shareholders, each owning 

at least 50 shares, and who, in the aggregate, own at least 
1/3 of the REIT’s outstanding capital stock 

Taxation
A REIT is subject to the regular corporate income tax rate 
of 30 percent on its taxable net income, but is not subject 
to the minimum corporate income tax. Moreover, dividends 
distributed by a REIT out of its distributable income are treated 
as allowable deductions. The DST on the sale or transfer of 
a real property to REITs and the registration and annotation 
fees for such transfers are 50 percent less than the DST and 
registration/annotation fees normally imposed on transfers of 
real property. However, the sale, exchange, or other disposition 
of real property, including security interest thereto, to a REIT 
shall, unless otherwise exempt, is subject to income tax/capital 
gains tax and value-added tax, if applicable, imposed under 
the National Internal Revenue Code, depending on whether the 
subject property is classified as capital asset or ordinary asset.

Australia
Austria 
Bahrain
Bangladesh
Belgium 
Brazil 
Canada 
Chile 
China 
Czech Republic 
Denmark 
Finland 
France 
Germany 
Hungary 
India 
Indonesia 
Israel 
Italy 
Japan 

Korea 
Malaysia 
New Zealand 
Norway 
Pakistan 
Poland 
Romania 
Russia 
Singapore
Spain
Sweden
Switzerland
Thailand
The Netherlands 
Turkey
United Arab Emirates 
United Kingdom
United States of America
Vietnam
Yugoslavia
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Common Terms of Lease for Tenancy Agreements

Unit of measurement

Unit of measurement Square meters

Rental payments

Rents PHP/sqm; Rent escalation is incorporated into the lease, usually 5% per annum. 
Depending on market conditions, the rate of escalation can be higher or lower. 
(subject to value-added tax and witholding tax)

Typical lease term 3–5 years

Frequency of rent payable (in advance) Monthly or quarterly

Typical rent deposit (expressed as x months rent) 3 months Security Deposit and 3 months Advance Rent. The basis could either be 
the first year rental rate or the last year rental rate.

Security of tenure Only for the duration of the tenancy, no guarantee beyond the original lease term

Does tenant have statutory rights to renewal No

Basis of rent increases or rent review Rent increases are specified in the lease. For example, P500/sqm/month subject 
to 5% annual increases commencing on the 3rd year of the lease. 

Frequency of rent increases or rent review Rent increases are specified in the lease.

Service charges, operating costs, repairs and insurance

Responsibility for utilities The Landlord subscribes directly to the utilities and distributes these to tenants. 
Electricity, telecommunication and water consumption are separately metered and 
payable by each tenant

Car parking Allocation is usually one parking slot per 75–100 sqm leased

Responsibility for internal repairs Tenant

Responsibility for repairs of common parts 
(reception, lifts, stairs, etc)

Landlord (charged back via service charge)

Responsibility for external/structural repairs Landlord (charged back via service charge whenever possible)

Responsibility for building insurance Landlord (charged back via service charge)

Disposal of leases 

Tenant subleasing & assignment rights Generally prohibited, unless to a subsidiary company of the tenant (subject to 
landlord’s approval)

Tenant early termination rights Only by break clause (subject to penalty notice period)

Tenant’s building reinstatement responsibilities at 
lease end

Unless otherwise agreed with the Landlord, leased premises are re-instated to its 
original condition by Tenant. It is possible for Tenant to negotiate the waiver of this 
provision.

 
Source: JLL

PHILIPPINES



Asia Pacific 
Property 

Investment 
Guide 2015

PHILIPPINES

JLL
5th Floor, BDO Equitable Tower 
8751 Paseo de Roxas 
Makati City, Philippines 
tel +632 902 0888
www.jll.com.ph 

SyCip Salazar Hernandez & Gatmaitan
Rose Marie M. King-Dominguez – Partner 
rmmking@syciplaw.com
Franco Aristotle G. Larcina – Senior Associate 
fglarcina@syciplaw.com 
SyCipLaw Center,  
105 Paseo de Roxas, Makati City, 
The Philippines 1226
tel +632 982 3500, 982 3600, 982 3700 
fax +632 817 3145
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