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PLANA, J.:

Thisis an appeal from the decision of the Court of First Instance of Nueva Ecija, Branch V111, in Civil Case No.
C-4 for collection of real property tax, which has been certified to this Court by the Court of Appeals as a case
involving purely a question of law. The legal issue is whether defendant-appellee Imperial Mining Company, Inc.
(IMC), lessee of some parcels of mineral land (placer mining claims) in Carranglan, Nueva Ecija, isliable for real
property tax thereon, although the said mineral land forms part of the public domain.

The antecedent facts are simple. In 1968, IMC leased from the Government thru the Department of Agriculture
and Natural Resources placer mining claims (192 hectares) with the right to explore, develop, mine, extract and
dispose of mineral products. In the lease contract, it was stipulated that "the Lessee shall pay real estate tax on all
buildings and other improvements built on the land leased.” The contract however was silent on the obligation of
the lessee to pay realty tax on the mineral land itself, as distinguished from the improvements thereon.

In 1974, the Provincial Assessor of Nueva Ecija declared the leased property in the name of IMC; and
subsequently, IMC was assessed for real property tax.

In September, 1976, the Province of Nueva Ecija instituted the instant suit for the collection of real property tax
on the minera land in question covering 1970-1976 in the amount of P38,836.22. The defendant resisted,
maintaining that the mineral land subject of the assessment was owned by the Government and therefore exempt
from real estate tax. After trial, the Court of First Instance dismissed the complaint in reliance upon the terms of
the lease contract and the provisions of Section 87 of the old Mining Act (Commonwealth Act 137) which did not
subject leased mineral lands to the payment of real estate tax. The trial court observed that the Real Property Tax
Code of 1974 (Presidential Decree 464) which took effect on June 1, 1974 did not change the rule.

Hence, this appeal.

When IMC in 1968 obtained a lease on the mineral land in question, the law governing real property taxa-tion
was the former Assessment Law, Commonwealth Act 470, and the basis of redlty taxation thereunder was
ownership or interest tantamount to ownership. A mere lessee of mineral land was therefore not liable for the
payment of realty tax thereon. This was recognized in the Mining Act then in force, Commonwealth Act 137,
under which leased mineral land was not subject to real estate tax. (Sec. 87.). The lease contract of IMC was
executed in accordance with these laws. The absence of a stipula-tion therein making the lessee liable for realty
tax on the leased mineral land was just a recognition of the real property tax principle then prevailing; it was not a
contractual commitment or guarantee by the Department of Agriculture and Natural Resources that with respect to
the leased mineral land, IMC would permanently be exempt from real property taxation. That agency could not
have made that commitment because it was not authorized to do so; and it could not bind the lawmaking body by
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stipulating in effect against amendment of the law on real property taxation.

In 1974, anew Real Property Tax Code came into being when Presidential Decree 464 was issued. It changed the
basis of real property taxation. It adopted the policy of taxing real property on the basis of actual use, even if the
user is not the owner.

"Actual use - shall refer to the purpose for which the property is principally or pre-dominantly utilized by the
person in possession of the property.” [Sec. 3(a).]

"Actual Use of Real Property as Basis for Assessment. - Real property shall be assessed on the basis of its
actual use regardless of where located and whoever usesit."(Section 19. Italics supplied.)

The above policy declaration is given substance in various provisions of the new law. Thus, Section 40 of
Presidential Decree 464 specifies the exemptions from real property tax.

"SEC. 40. Exemption from Real Property Tax.- The exemption shall be as follows:

"a) Rea property owned by the Republic of the Philippines or any of its political subdivi-sions and any
government-owned corporation so exempt by its charter: Provided, however, That this exemption shall not
apply to real property of the abovenamed entities the beneficial use of which has been granted, for
consideration or otherwise, to a taxable person.

XX XXX

"e) Land acquired by grant, purchase or lease from the public domain for conversion into dairy farms for a
period of five years from the time of such conversion. . ."

Incidentally, Presidential Decree 939 was subsequently enacted further exempting from real property tax "pasture
and/or grazing lands acquired by grant, purchase or lease from the public domain, actually used for livestock
pro-duction, for aperiod of fiveyears. . ."

The foregoing exemptions make it very clear that leased lands of the public domain would otherwise be subject to
real property tax; if that were not so, there would have been no need to specifically exempt some of them from
real property tax.

Presidential Decree 464 also prescribes the classi-fication of real property for assessment purposes, specifically
including mineral land: "For purposes of assessment, real property shall be classified as residential, agricultural,
commercial or industrial and also as mineral in the case of lands." (Section 18.) And for purposes of real property
taxation, the assessment levels to be applied as regards mineral lands are laid down:

"Mineral Lands - For purposes of taxa-tion, mineral lands not covered by lease shall be appraised at fifty per
cent of their market value to be determined by the Secretary of Finance upon consultation with the Director of
Mines; Provided, however, that mineral lands covered by leases shall be declared for taxation purposes either
by the owner of the land or lessee and the assessment level thereof shall be maintained at the current level of
fifty per cent." [Sec. 20 (b). Italics supplied.]

It istrue that Presidential Decree 464 recognizes and respects real property tax exemption "under other laws" and
one such law, with respect to mineral land, is Presidential Decree 463, the Mineral Resources Development
Decree of 1974, which provides:

"SEC. 53. Tax Exemptions.- Machineries, equipment, tools for production, plants to convert mineral ores into
sadleable form, spare parts, supplies, materials, accessories, ex-plosives, chemicals and transportation and
communication facilities imported by and for the use of new mines and old mines which resume operation,
when certified as such by the Sec-retary (of Natural Resources) upon recommendation of the Director (of

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 2 of 4
Bar review courses, mock exams and a study planner that keeps you on pace - batas.org



BATAS.org - Philippine Law Library G.R. No. 59463. November 19, 1982

Mines), are exempt from the payment of customs duties and all taxes except income tax for a period starting
from the first date of actual commercial production of saleable mineral products.”

XX XXX

"All mining claims, improvements thereon and mineral products derived therefrom shall likewise be exempt
from the payment of all taxes, except income tax, for the same period provided for in the first paragraph of this
section.”

It does not appear however that IMC was entitled to tax exemption, including exemption from real property tax,
under Section 53 of Presidential Decree 463 during the period here in question.

We therefore conclude that under the provisions of Presidential Decree 464, IMC is subject to the payment of real
property tax on the mineral land leased by it. Since the said law took effect on June 1, 1974, and assessment in
pursuance thereof was made after January 1, 1974, the liability of IMC for rea property tax on the mineral land
leased by it should start on January 1, 1975 pur-suant to Section 24 of P.D. 464:

"Date of Effectivity of Assessment or Reassessment. - All assessment or reassess-ment made after the first day
of January of any year shall take effect on the first day of January of the succeeding year."

WHEREFORE, the decision of the lower court dismissing the complaint in Civil Case No. C-4 is hereby modified
as regards the real property tax liability of defendant-appellee under P.D. 464. The records of the case are ordered
remanded to the trial court for further proceed-ings to determine the amount of real property tax due from IMC in
accordance with this decision. Costs against defendant-appellee.

SO ORDERED.

Teehankee, (Chairman), Melencio-Herrera, Vasquez, Relova, and Gutierrez, Jr., JJ., concur.
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