NATIONAL ADMINISTRATIVE REGISTER - [ BIR REVENUE REGULATIONS NO. 13-99, JULY 26, 1999 ]

EXEMPTION OF CERTAIN INDIVIDUALSFROM THE CAPITAL GAINS
TAX ON THE SALE, EXCHANGE OR DISPOSITION OF A PRINCIPAL
RESIDENCE UNDER CERTAIN CONDITIONS

Read online (full-text search, related cases, audio case brief): https://batas.org/library/edda994a7686/

Section 1. Scope. — Pursuant to Section 244, in relation to Section 24(D)(2) of the Nationa Internal Revenue
Code of 1997, these Regulations are hereby promulgated to govern the exemption of a citizen or a resident aien
individual from capital gainstax on the sale, exchange or disposition of his principal residence.

Section 2. Definition of Terms. — For purposes of these Regulations, the following items shall have the following
meaning:

(2) "Natural person" — shall refer to acitizen or resident alien individual taxable under Sec. 24 of the Code. It does
not include an estate or atrust, the provision of Sec. 60 of the Code to the contrary notwithstanding.

(2) "Principal Residence" — shall refer to the dwelling house, including the land on which it is situated, where the
husband and wife or an unmarried individual, whether or not qualified as head of family, and members of his
family reside. Actual occupancy of such principal residence shall not be considered interrupted or abandoned by
reason of the individua's temporary absence therefrom due to travel or studies or work abroad or such other
similar circumstances. Such principal residence must be characterized by permanency in that it must be the
dwelling house to which, whenever absent, the said individual intends to return.

(3) "Fully Utilized" — shall mean that the taxpayer has actually commenced with the construction of his new
principal residence or has actually entered into a contract for the purchase of his new principal residence within
eighteen (18) calendar months from the date of sale, exchange or disposition thereof, with the intention of using
the entire proceeds of sale for the acquisition or construction of his new principal residence. Provided, that any
expense paid for by the seller in effecting the sale, i.e, documentary stamp tax, transfer fees, broker's
commission, if any, shall be considered as part of the amount utilized.

Section 3. Conditions of Exemption. — The general provisions of the Code to the contrary notwithstanding, capital
gains presumed to have been realized from the sale, exchange or disposition by a natural person of his principal
residence shall not be imposed with income tax, including the six percent (6%) capital gains tax, subject to the
following conditions:

(1) Sworn Declaration Requirement. — He shall submit a Sworn Declaration (ANNEX A[*]) of his intent to avail
of the tax exemption herein provided which shall be filed with the aforementioned Revenue District Office (RDO)
having jurisdiction over the location of the principa residence within thirty (30) days from the date of its sale,
exchange or disposition, inclusive of the following:

(a) Duly Accomplished Capital Gains Tax Return (BIR Form No. 1706);
(b) Proof of payment of documentary stamp tax on conveyance of real property;

(c) A sworn statement from the Barangay Chairman that his principal residence is located within the jurisdiction
of that Barangay and has been his residence as of the date of sale, exchange or disposition thereof;
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(d) A duplicate original copy of the Deed of Conveyance of his Principal Residence;

(e) Photocopy of the Transfer Certificate of Title (TCT) or Condominium Certificate of Title (CCT), in case of a
condominium unit (covering the principal residence sold, exchanged or disposed); and

(f) Latest Tax Declaration of the said principal residence (land and improvement).

(2) Post Reporting Requirement. — The proceeds from the sale, exchange or disposition of his principal residence
must be fully utilized in acquiring or constructing his new principa residence within eighteen (18) calendar
months from date of its sale, exchange or disposition. In order to show proof that positive action was undertaken
to utilize the proceeds for the acquisition or construction of his new principal residence within the 18-month
reglementary period, he shall submit to the RDO concerned, within thirty (30) days from the lapse of the said
period, the following documents:

(a) A sworn statement that the total proceeds from the sale of his old principal residence has been actually utilized
in the acquisition or construction of his new principal residence or, if the construction of his new principal
residence is till in progress, a sworn statement that such amount shall be fully utilized to procure the necessary
materials and pay for the cost of labor and other expenses for the construction thereof;

(b) A certified statement from his architect or engineer, or both, showing the cost of materials and labor for the
construction of his new principa residence;

(c) A certified copy of the Building Permit issued by the Office of the Building Official of the City or
Municipality where his new principal residence shall be constructed, as well as photocopies of documents (e.g.
building specification plan, construction plans, construction cost estimates) submitted with his application for said
permit;

(d) In case his new principal residence is acquired by purchase, a duplicate original copy of the Deed of Absolute
Sale covering the purchase of his new principal residence.

(3) The tax exemption herein granted may be availed of only once every ten (10) years,

(4) The historical cost or adjusted basis of his old principal residence sold, exchanged or disposed shall be carried
over to the cost basis of his new principal residence; and

(5) If thereis no full utilization of the proceeds of sale, exchange or disposition of his old principal residence for
the acquisition or construction of his new principal residence, he shall be liable for deficiency capital gains tax
which shall be computed in accordance with Sec. (4) hereof. Accordingly, only a fractional part (which the
utilized amount bears to the gross selling price) of the historical cost of the old principal residence sold shall be
carried over to the cost basis of the new principal residence.

Section 4. Determination of Capital Gains Tax Due if the Proceeds of Sale, Exchange or Disposition of his
Principal Residence has not Been Fully Utilized. — In a case where the entire proceeds of sale is not utilized for
the purchase or construction of a new principal residence, the capital gains tax shall attach. In computing the
capital gainstax due on the sale of the principal residence, we follow the following steps:

(1) Determine the percentage (%) of non-utilization applying the formula:
Unutilized Portion of GSP

= Percentage (%) of Non-Utilization
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GSP

(2) Multiply the % of non-utilization by the GSP or FMV, whichever is higher.
(3) Multiply the product in item (2) above by the rate of six percent (6%).

If the seller fails to utilize the proceeds of sale or disposition in full or in part within the 18-month reglementary
period, his right of exemption from the capital gains tax did not arise to the extent of the unutilized amount, in
which event, the tax due thereon shall immediately become due and demandable on the 31st day after the date of
the sale, exchange or disposition of principal residence. As such, he shall file his capital gains tax return covering
the sale, exchange or disposition of his principal residence and pay the deficiency capital gains tax inclusive of the
twenty five percent (25%) surcharge for late payment of the tax plus twenty percent (20%) delinquency interest
per annum incident to such late payment computed on the basis of the basic tax assessed. The interest shall be
imposed from the thirty-first (31st) day after the date of the sale of principal residence until the date of payment,
provided, that the date of sale shall mean the date of notarization of the document of sale, exchange, or disposition
of principal residence.

Ilustrations:

(1) In case the proceeds from the sale, exchange or disposition of his principal residence has been fully utilized to
acquire his new principa residence. — Assume that Mr. Arnold Buendia acquired his principal residence in 1986
a a cost of P1,000,000.00. He sold the said property on January 1, 1998, with a fair market value of
P5,000,000.00, for a consideration of P4,000,000.00. Within the 18-month reglementary period, he purchased his
new principal residence at a cost of P7,000,000.00.

Computations:

Historical cost of old principal residence

P1,000,000.00
Gross selling price (GSP)

P4,000,000.00

Fair market value (FMV) of old principal residence at the time of sale

P5,000,000.00

Cost to acquire new principal residence

P7,000,000.00

(a) To compute for the capital gainstax due. — In this case, Mr. Buendia shall be exempt from the capital gains tax
otherwise due from him since the entire proceeds of the sale has been fully utilized to acquire his new principa
residence.

(b) To compute for the basis of the new principal residence. — The historical cost or adjusted cost basis of his old
principal residence shall be carried over to the cost basis of his new principal residence, computed as follows:

Historical cost of old principal residence
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P1,000,000.00

Add: Additional cost to acquire new principal residence

Cost to acquire his new principal residence

P7,000,000.00

Less: GSP of hisold principal residence
(4,000,000.00)

3,000,000.00

Adjusted Cost Basis of New Principal Residence

P4,000,000.00

(2) In case the fair market value of the old principal residence is equal to the cost to acquire the new principal
residence. — Using the above illustration, if for example, instead of P7,000,000.00, Mr. Buendia was able to
acquire his new principal residence at a cost of P4,000,000.00, which is equal to the gross selling price of his old
principal residence.

(a) To compute for the capital gains tax due. — In this case, Mr. Buendia is still exempt from the payment of the
capital gains tax otherwise due from him because there has been full utilization of the proceeds from the sale of
his old principal residence within the 18-month reglementary period.

(b) To compute for the basis of his new principal residence. — Since the fair market value of his old principal
residence is equa to the cost to acquire his new principa residence, the historical cost of his old principal
residence shall be the basis of his new principal residence, computed as follows:

Historical cost of his old principal residence

P1,000,000.00

Add: Additional cost to acquire new principa residence:
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Cost to acquire new principal residence

P4,000,000.00

Less: GSP of old principal residence
(4,000,000.00)

Adjusted Cost Basis of New Principal Residence

P1,000,000.00

(3) In case the proceeds from the sale of his old principal residence has not been fully utilized to acquire his new
principal residence. — If Mr. Buendia acquired his new principal residence within the 18-month reglementary
period but did not, however, utilize the entire proceeds of the sale in acquiring his new principal residence
because he only used P3,000,000 thereof in acquiring his new principal residence, that portion of the gross selling
price not utilized in the acquisition or construction of his new principal residence shall be subject to capital gains
tax.

Computations:

Historical cost of old principal residence

P1,000,000.00

Gross selling price (GSP)

P4,000,000.00

Fair market value (FMV) of old principal residence

P5,000,000.00

Cost to acquire new principal residence

P3,000,000.00

(a) To compute for the capital gains tax due. — To compute for the capital gains tax due, the following formula
shall be used in determining capital gains tax due on the taxable portion pertaining to the unutilized amount of the
proceeds of sale:

Unutilized Portion of GSP of Old Principal Residence
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(GSP or FMV of Old Principal x Residence,

whichever is higher)
x Capital
GSP of Old Principal Residence

gainstax rate
= (P4,000,000 - P3,000,000)

x P5,000,000

X 6%

P4,000,000
= P1,000,000

x P5,000,000

X 6%

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 6 of 13

Study hands-free: podcast-style lessons with read-along highlighting - batas.org



BATAS.org - Philippine Law Library EXEMPTION OF CERTAIN INDIVIDUALS FROM THE CAPITAL G...

P4,000,000
= 25%
x P5,000,000
X 6%
= P75,000.00

The capital gains tax due from Mr. Buendia for the said unutilized portion shall be P75,000 out of the total of
P300,000 capital gains tax otherwise due from the sale of his old principal residence (i.e., P5,000,000 x 6% =
P300,000). However, he shall be exempt from capital gains tax to the extent allocable to that portion which he
actually utilized to acquire his new principal residence (i.e., capital gains tax portion of P225,000), as shown
below:

Fair market value of the principal residence sold
P5,000,000
Capital gainstax otherwise due thereon (6%)
P300,000
Capital gainstax allocable to the unutilized portion

75,000

Amount of exempt capital gains tax alocable to the utilized portion of proceeds from sale
(P3,000,000/P4,000,000 = 75% times P300,000)
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P225,000

(b) To compute for the basis of the new principal residence. — In this case, since the entire proceeds was not
utilized to acquire the new principal residence, the cost basis to be carried over to his new principal residence
shall be equivalent to the proportion of the utilized amount over the GSP applied on the historical cost, computed
asfollows:

Historical cost of old principal residence

P1,000,000
Less: Portion of historical cost pertaining to the tax paid unutilized amount (25%)
(250,000)
Adjusted Cost Basis of New Principal Residence

P750,000

or another way for computing the adjusted cost basis of the new principal residenceis by using this formula:
Utilized Amount of GSP
Historical Cost of Old Principal

Amount to be Carried Over to the Cost Basis of New

X Residence
= Principal Residence

GSPof Old

Principal Residence

applied asfollows:
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(P4,000,000 - P1,000,000)

X P1,000,000
= P750,000

P4,000,000

Section 5. Disposition of the Principal Residence in Exchange for Property Other than Cash. — (1) If the individual
taxpayer's principal residence is disposed in exchange for a condominium unit, the disposition of the taxpayer's
principal residence shall not be subjected to the capital gains tax herein prescribed, provided that the said

condominium unit received in the exchange shall be used by the taxpayer-transferor as his new principa

residence. In this particular case, the exempt provision of Sec. 24(D)(2) of the 1997 Tax Code shall only apply to

the transferor of the principal residence and not to the transferee who shall be subject to the capital gains tax in

case higlits condominium unit is treated as capital asset or to the income tax which shall be withheld in
accordance with Sec. 2.57.2(J) of Revenue Regulations No. 2-98, as amended, in case the condominium unit is
treated as an ordinary asset. However, if the condominium unit is similarly treated by an individual owner as his
principal residence, then the same shall also be covered by the exempt provision under Sec. 24(D)(2) of the same
Code.

Example: Mr. Buendia assigned and conveyed his principal residence to ABC Realty Corporation in exchange for
a condominium unit which Mr. Buendia will use as his new principal residence. Thus, Mr. Buendiais exempt the
from imposition of capital gains tax on the exchange of his new principal residence while ABC Realty
Corporation, on the other hand, shall be subject to income tax, on its exchange of the condominium unit.

(2) If the said taxpayer's principal residence is disposed of in exchange for a parcel of land and such land received
in the exchange shall be used for the construction of his new principal residence, no income tax or capital gains
tax shall be imposed upon the owner of the principal residence. However, the owner of the land shall be subject to
capital gainstax or to income tax, as the case may be.

(3) If in the acquisition of his new principal residence, the taxpayer exchanged his old principal residence plus
cash or other property, the unutilized portion subject to capital gains tax shall be determined by the difference
between the total consideration made on the conveyance of old principal residence transferred (FMV of old
principal residence + cash or FMV of other property) and the total consideration received (FMV of new principal
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residence) for such exchange.

Example: Mr. Buendia assigned and conveyed his principal residence with fair market value of P4,000,000 and in
addition paid P2,000,000 to acquire as new principal residence the principal residence of Mr. Yabut. Mr. Y abut,
on the other hand, conveyed his principal residence to Mr. Buendia with fair market value of P5,000,000, with the
intention of making the property received from Mr. Buendia as his new principal residence. The historical cost of
the old principal residence of Mr. Buendia is P1,000,000 while the historical cost of the old principal residence of
Mr. Y abut is P500,000.

(a) Computation of capital gainstax due on the exchange of property by Mr. Buendia— No capital gainstax is due
from Mr. Buendia for the reason that there has been full utilization of the value of his old principa residence
exchanged where in addition to fair market value of his old principal residence of P4,000,000, he still paid cash of
P2,000,000 to acquire as his new principal residence the old principal residence of Mr. Yabut valued at
P5,000,000.

(b) Computation of cost basis of the new principal residence of Mr. Buendia—

Historical cost of his old principal residence

P1,000,000.00

Add: Additional cost to acquire new principal residence:

Cost to acquire new principal residence

P6,000,000.00

Less: FMV of old principal residence at the time of exchange
(4,000,000.00)

2,000,000.00

Adjusted Cost Basis of New Principal Residence

P3,000,000.00

(c) Computation of capital gains tax due from Mr. Yabut — Mr. Y abut shall be liable to capital gains tax to the
extent of the unutilized portion of the total value of consideration received in the exchange which is computed as
follows:
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= (P6,000,000 - P5,000,000)

x P6,000,000 x 6%

P6,000,000

= P1,000,000

x P6,000,000 x 6%

P6,000,000

= P60,000.00

(d) Computation of the adjusted cost basis of the new principa residence of Mr. Yabut — In computing for the
adjusted cost basis of the new principal residence of Mr. Yabut, only that portion of historical cost corresponding
to the unutilized portion of the value received shall be considered. In this case, the adjusted cost basis of the new
principal residence is computed as follows:

= P5,000,000

-------------------- x P500,000
P6,000,000

= P416,667

In order to avail of the tax exemption from capital gains tax with respect to such exchanges, the aforesaid taxpayer
is nevertheless required to acquire his new principal residence within the eighteen (18) month reglementary
period, otherwise, he shall be liable to pay the capital gains tax on the disposition of his principal residence.

In al cases of exchange of principa residence for another real property, the liability of documentary stamp tax
provided under Sec. 196 of the 1997 Code shall accrue to both partiesinvolved in the exchange.

Section 6. Issuance of Certificate Authorizing Registration (CAR) or Tax Clearance Certificate (TCL). — The
taxpayer's filing of the Sworn Declaration of Intent to avail of the capital gains tax exemption in the manner
prescribed under Sec. (3) hereof shall be a sufficient basis of the RDO to approve and issue the CAR or TCL of
the principa residence sold, exchanged or disposed by the aforesaid taxpayer. Said CAR or TCL shall state that
on the sale, exchange or disposition of the taxpayer's principal residence is exempt from capital gains tax pursuant
to Sec. 24(D)(2) of the Code.

Section 7. Repealing Clause. — All existing rules and regulations or parts thereof which are inconsistent with the
provisions of these Regulations are hereby amended, modified or repealed accordingly.

Section 8. Effectivity. — The provisions of these Regulations shall take effect fifteen (15) days after publication in
the Official Gazette or in any newspaper of general circulation without prejudice, however, to those persons who
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have availed of the capital gains tax exemption on account of such sale or disposition during the period from
January 1, 1998 to the date of effectivity of these Regulations: Provided, however, that such persons shall be
required to comply with the documentary requirements herein prescribed within thirty (30) days from date of
effectivity hereof.

Adopted: 26 July 1999

(SGD.) EDGARDO B. ESPIRITU
Secretary of Finance

RECOMMENDING APPROVAL:

(SGD.) BEETHOVEN L. RUALO
Commissioner of Internal Revenue

[*] Text Available at Office of the National Administrative Register, U.P. Law Complex, Diliman, Quezon City.

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 12 of 13
Study hands-free: podcast-style lessons with read-along highlighting - batas.org



BATAS.org - Philippine Law Library EXEMPTION OF CERTAIN INDIVIDUALS FROM THE CAPITAL G...

Study smarter at BATAS.org

The Philippine bar review and law-school companion built around how your brain actually remembers.

The complete Philippinelaw library - freefor everyone.

More than 100,000 Supreme Court decisions, Republic Acts, and executive issuances - full-text searchable, browsable
by category and year, and always free. No paywall, no login. This PDF came fromit.

Audio case-brief lectures.

Any decision becomes a podcast-style lecture - facts, issues, ruling, and doctrine - with read-along highlighting and a
hands-free presentation mode. Study while commuting, working out, or resting your eyes.

Bar review built on the science of memory.

Complete, sequenced courses for al eight bar subjects, narrated like podcasts and reinforced with retrieval practice and
spaced review - the study techniques with the strongest evidence behind them.

Thefull law-school curriculum.

One subscription unlocks the entire J.D. curriculum - every subject, every lesson, with your progress tracked down to
the paragraph so you can pick up exactly where you left off, on any device.

Mock examsthat tell you whereyou stand.

Timed multiple-choice exams graded instantly, with per-subject score breakdowns and focus suggestions that point you
at your weakest topics first.

A study planner that keepsyou on pace.

Set your schedule and BATAS tells you every day whether you are on track for bar day - and exactly which lesson to
take next.

Start free at https://batas.org

The law library is free forever - and your first lesson is one click away.

The text of this document is an official public record and remains in the public domain. Formatting, presentation, and compilation © 2026
batas.org.

Downloaded free from the batas.org Law Library. Share it freely - the library is free for every law student, bar reviewee, and practitioner.

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 13 of 13
Turn this case into an audio lecture - facts, issues, ruling and doctrine - at batas.org



