Sec. 40(C)(2)&(6)(b)
RR No. 18-01
BIR Ruling Nos. 214-12
100- 17&075 18 .
HOM - B
0CT 2 7 2020

DAIICHI PROPERTIES, INC.
3/F One World Place, 321 Street
City Center North, BGC, Taguig

Attention: Salvador T. Uy
President

Gentlemen:

This refers to your letter dated September 11, 2020 requesting for confirmation of your
opinion that the merger between DAIICHI PROPERTIES INC. (DAIICHI), as the surviving
corporation, and GRAND ARCIS HOLDINGS, INC. (GRAND ARCIS) and GRAND FORTIS
HOLDINGS, INC. (GRAND FORTIS), as the absorbed corporations is a tax-free merger
pursuant to Section 40(C)(2) in relation to Section 40(C)(6)(b) of the National Internal Revenue
Code of 1997, as amended (the “Tax Code™).

Background

DAIICHI is a corporation duly organized and existing under the laws of the Philippines
with Securities and Exchange Commission (SEC) Company Registration No. and
Tax Identification Number (TIN) . having its principal place of business at

Third Floor, One World Place, 32™ St., City Center North Bonifacio Global City, Taguig City.
DAIICHI was organized pnmanly to deal engage, invest and transact, directly or indirectly, in

all forms of business and mercantile acts and transactions concerning all kinds of real property,

including but not limited to the acquisition, development, utilization, and disposition of

residential, commercial and industrial property and concermng all kinds of personal property.
DAIICHI has an authorized capital stock of

(P ). divided 1nto

Class A shares and ~ Class B shares

with a par value of Peso (P ) per share, of which |
. shares are subscrlbed fully pa1d and outstanding.

.....

As of June 30, 2019. the carrying amounts and fan~ values of DAIICHI show: total assets

of
Pesos (P ), total liabilities of
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, association, or other equit
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rights, powers and privileges of ownershin.
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acts or things design to promote, protect, =
h properties to the extent permitted by law, :

shares with a par
| | ) per share, of which | shares are
subscribed, fully paid and outstanding.

Pesos | total liabilities ot

( ) and total stockholders’ equity of
Pesos ( _L

Finally, GRAND FORTIS, is a corporation duly organized and existing under the laws

of the Philippines with SEC Company Registration No. and TIN
. havmg 1ts principal place of business at 3 Floor, Lot 7 Block 5, 32™ St., City Center
North, Bomfacm Global City, Taguig City. GRAND FORTIS was organized primarily to carry
on business as a holding company, including but not limited to, the acquisition by purchase,
exchange, assignment, gift, importation or otherwise, and to hold, own and use for investment

or otherwise, and to sell, assign, transfer, exchange, mortgage, pledge, traffic or otherwise, and
to hold, own and use for Investment or otherwise and to sell, assign, transfer, exchange,

0therw§s§ to enjoy and dispose of all types of property including

. . , €quipment, bonds,
debentures, promissory notes, shares of capital stock, or other securities or obligations, created,

negotiated or issued by any corporation, association, or other equity, foreign or domestic and
while the owner thereof, to exercise all rights, powers and privileges of ownership, including
the right to receive, collect and dispose of , any and all dividends, rentals, interest and income,
derived therefrom and generally perform acts or things design to promote, protect, preserve,

improve or enhance the value of any or such properties to the extent permitted by law, but not
acting as a broker or dealer of securities.

GRAND FORTIS has an authorized capital stock of
(P. ). divided into

value of (P per share, of which . (
are subscribed, fully paid and outstanding.

; S
shares with a par
) shares

As of June 30. 2019, the audited balance sheet Of | GRAND FORTIS shows total assets
of | *

. total liabilities of "
and total stockholders’ equity of

- merged with DAIICHI, the surviving corporation.
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took effect on December 27, 2019 (“Effective Date of Merger”).

a0

Certificate of Merger shall have been issued and released by the SEC. Accordingly,
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~ Pursuant to the Plan of Merger, DAIICHI will issue a total of

' | (
GRAND ARCIS and a tota] of

FORTIS, which shares are composed of
( ) unissued authorized capital stock of DAIICHLI.

- 2. The transfer of assets by GRAND ARCIS and GRAND F ORTIS to DAIICHI pursuant
- to the merger is not subject to DST under Sections 199(e) and (m) of the Tax Code.

3. The surrender by the GRAND ARCIS and GRAND FORTIS Shareholders of their

DAIICHI shares pursuant to the merger 1s not subject to DST.

4. The DST at the rate of P oneachP  par value, or fractional part thereof, shall be
imposed on the following: (a) original issuance of DAIICHI shares in favor of the
GRAND ARCIS and GRAND F ORTIS Shareholders as a consequence of the merger;
and (b) issuance of DAIICHI shares that were previously owned by GRAND ARCIS
and GRAND FORTIS and were reacquired by DAIICHI as a consequence of the

merger, in favor of the GRAND ARCIS and GRAND FORTIS Shareholders.

J. The transfer of assets by GRAND ARCIS and GRAND FORTIS to DAIICHI will not
be considered as a transfer of property for an insufficient consideration subject to

Donor’s Tax since there is no intention to donate on the part

of GRAND ARCIS and

GRAND FORTIS and that the merger was undertaken purely for le gitimate business

-

6. The transfer of assets by GRAND ARCIS and GRAND FORTIS to DAIICHI pursuant

to the merger is not subject to value-added tax (VAT).

In reply thereto, please be informed as follows:

- merger within the contemplation of Section 40(C
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Tax Code, as amended, becan
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gain or loss shall be

sset and liabilities of GRAND
a consequence of the merger.

d increased by (a) the amount treated as dividend of the
that was recognized in the exchange. (Sec. 40

The basis of the property transferred in the hand
Lhe ) s of the transferee (DAIICHI). Ii '
Annex “A” hereof, shall be the same as 1t would be in the hands of the tr(Ensferors )(’élﬁfz%xlﬁl

ARCIS and GRAND F ORTIS) increased by th - -
transterors on the transfer. (Sec. 40 (C)(S)(b};, sspgount o the gain, if Sy, recoREe AN

The substituted bases of the properties transferred b
. y of GRAND ARCIS and GRAND
FORTIS to DAIICHI should strictly comply with the rule that cash and other cash items will

be excluded from the computation of the adj '
th on justed bases of the properties transferred for
purposes of determining whether liabilities assumed and to which the prcl))perty is subject do not

exceed the adjusted basis of the property transferred IV R
: , pursuant to No. A)(2) of
Memorandum Ruling (RMR) No. 2-2002 dated June 10, 2002. e g

Accordingly, the allocated shares and the substituted basis of the properties transferred
by of GRAND ARCIS and GRAND FORTIS shall be as follows: ety

HOLDINGS, INC.
Amount [ Allocated | Allocated | Substituted |
- Liabilities /| =~ Shares _Basis

Prepaid Expense | 3

Input value-added .

tax "

Investment
| property (TCT
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Total , .

Liabilities
- Accrued expenses
e Due to a stockholder ]
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- | Investment
property (TCT
No. 164-
2019000286

l Liabilities Amount ' f:::,
Accrued expenses |
Due to a stockholder j | 3]

. 2. No DST is due on the transfer of assets of of GRAND ARCIS and GRAND FORTIS
to DAIICHI pursuant to the Articles and Plan of Merger under Section 199(m) of the Tax Code,

as an:ielzided by Republic Act No. 9243, in relation to Section 40(C)(2) of the Tax Code, as
amended.

No DST is due on the surrender by the Shareholders of of GRAND ARCIS and GRAND
FORTIS of their shares of stock for cancellation pursuant to the merger under Section 199(m)

of the Tax Code, as amended by Republic Act No. 9243, in relation to Section 40(C)(2) of the
Tax Code, as amended.

Pursuant to Section 174 of the Tax Code, as amended, DST at the rate of E on each

F par value, or fractional part thereof, shall be imposed on the following: (a) original
issuance of DAIICHI shares in favor of the Shareholders of of GRAND ARCIS and GRAND

FORTIS as a consequence of the merger.

3. Well-settled in our jurisprudence is the fact that the essential elements of a valid
donation are: (1) the reduction of the patrimony of the donor; (2) the increase in the patrimony
of the donee; and (3) the intent to do an act of liberality (animus donandi).

Clearly, there is no intention on the part of of GRAND ARCIS and GRAND FORTIS

to donate to DAIICHI their assets since the transaction is purely for a legitimate business
purpose. Thus, the merger will not be subject to donor’s tax since there 1s no intention to donate,

and the transaction is a bona fide merger effected solely for business reasons.

4. The transfer of assets/properties of ~GRAND ARCIS and GRAND FORTIS to ‘
DAIICHI as a consequence of merger is not subject to value-added tax (VAT) pursuant to e
Section 105 of the Tax Code, as amended. The transfer of assets/properties to effectuate a
merger is not made in the course of business but by operation of law pursuant to the merger.

The excess and unutilized creditable withholding taxes (CWT) of the absorg Gl
corporations, of GRAND ARCIS and GRAND FORTIS, as of the effective date of the merger, L
if any, may be applied as a tax credit by DAIICHI against its income tax due for the, taxa. g
year 2019, the effective date of the merger being December 27, 2019, and in the succeeding
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~ However, in order that the above-described reorganization can be considered as merger
under Section 40(C)(2) and (6)(b) of the Tax Code, the parties to the merger should comply
"\ia he following requirements set forth under Revenue Re gulations No. 18-2001: R .
- A, The plan of reorganization should be adopted by each of the corporations, par
. thereto, the adoption being shown by the acts of its duly constituted responsible officers
and appearing upon the official records of the corporation. Each corporation, which is a
party to the reorganization, shall file, as part of its return for the taxable year within
which the reorganization occurred a complete statement of all facts pertinent to the non-

recognition of gain or loss in connection with the reorganization, including:

7

1. A copy of the plan of reorganization, together with a statement executed under the b

penalties of perjury, showing in full the purposes thereof and in detail all
transactions incident to, or pursuant to the plan;

2. A complete statement of all cost or other basis of all property, including all stocks
or securities, transferred incident to the plan;

3. A statement of the amount of stock or securities and other property or money
recetved from the exchange, including a statement of all distribution of other
disposition made thereof. The amount of each kind of stock or securities and other
property received shall be stated on the basis of the fair market value thereof at the
date of the exchange;

4. A statement of the amount and nature of any liabilities assumed upon the exchange,
and the amount and nature of any liabilities to which any of the property acquired
in the exchange 1s subject.

‘B. Every taxpayer, other than a corporation, party to the reorganization, who received stock

or securities and other property or money upon a tax-free exchange in connection with
a corporate reorganization shall incorporate in his income tax return for the taxable year
in which the exchange takes place a complete statement of all facts pertinent to the non-

recognition of gain or loss upon such exchange, including:

1. A statement of the cost or other basis of the stock or securities transferred in the
exchange; and :

2. A statement in full of the amount of stock or securities and other property or money
received from the exchange, including any liabilities assumed upon the exchange,
and any liabilities to which property received is subject. The amount of each kind of
stock or securities and other property (other liabilities assumed upon the exchange)
received shall be set forth upon the basis of the fair market value thereof at the date

of the exchange.

C. Records in substantial form shall be kept by every taxpayer who participates in a tax-
free exchange in connection with a corporatereorganization showing the cost or
other basis of the transferred property or money received (including any liabilities
assumed on the exchange, or any liabilities to which any of the properties received were
subject), in order to facilitate the determination of gain or loss from subsequent
disposition of such stock of securities and other property received from the exchange.
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In addition to the foregoing requirements, the parties shall enclose with their respective
e tax returns for the taxable year in which the tax-free exchange occurred a copy of the
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Very truly yours,

NASvma AT,

CAESAR R. DULAY

Commissioner of Internal Revenue

© 037426
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LIST OF PROPERTY/IES TRANSFERRED

ursuant to Section 40(C)(2) and 6(c) of the Tax Code of 1997, o
Revenue Regulations No. 18-2001 dated November 138 200iF _ i
and Revenue Memorandum Order No. 32-2001 dated November 28,2001) ‘s

Name of Transferee: DAIICHI PROPERTIES, INC.

Transfer Property Description Acquisition | Depreciation Original/Adjusted 8
Certificates of and Classification | Cost
Title No./Tax
Declaration
B Nos.
Land/Industrial -
Land/Industrial -

| TOTAL B N

*The total difference of - _as compared to the total amount of Investment Properties

as reflected in FS of GAHI and GFHI as against the total cost of the real properties stated above
represents the Development Cost.
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Ir n (name 0 d’l_ olving corp rat on xxx.xx | PPE - Land & Improvement (for real props)
nd Inco t xxx.xx |Others Assets (as applicable)
Liabilities R 0,07 0.3,C
Capital Stock i %4%'2":* |

Additional Paid-In Capital | | | , ‘,’

e ' ; ‘:'f?-iy.-
st n et s

__________

To record the Tax-Free Exchange (TFE) of investment in To record the Tax-Free Exchange (TFE) of real properties,
(share type) shares of (name i issuing corporation/s) with investment in (share type) shares of (name issuing corp/s),

aggregate fair market value of P in exchange for and other assets with aggregate fair market value of
(type and no. of share) of (name of transferee ) with par P , including liabilities assumed resulting from

value of P per share. merger, in exchange for (type and no. of share) of (name of
| ‘ transferee) with par value of P per share.

Balance
Sheet Notes Investment includes (no. and type of share/s) with par Real properties, investment in (no. and type of share/s) B
Entry valueof P___  in (name of transferee) resulting of (issuing corporation/s) and other assets were acquired -\ﬁ‘_.m
| from the Tax-Free Exchange of investment in (no. and through merger as evidenced by Plan of Merger and
type of share/s) of (issuing corporation/s) covered by Articles of Merger, including the increase of the
Stock Certificate No/s. which were Authorized Capital Stock of (name of transferee),
acquired for the total cost of (substituted b basis) and approved by the Securities and Exchange Commission
which have fair market value as of the date of on (date). The total acquisition cost/substituted cost to
exchange amounting to P : (name of transferee) of the investment/s amounts to
(EMV at the time of exchange). The real properties, -
investment/s and other assets were previously covered by
Transfer Certificate of Title and Stock Certificate No/s.
issued by (issuing corporation/s) and are now
presently covered by Stock Certificate No/s. |
constituting (no. and type of share/s) [total] shares in the 5 
name of (name of transferee). ‘
Proforma  |Cash or Accounts receivables XXX XX |Cash or Accounts receivables XXX ' l
Entries to Investment in (name of transferee) XOEXEXX Investment in (name of issuing corporation) / PPE - Land
Record Gain on Sale of Investment XXXERK & Improvement / Other Assets XXX. XX
Subsequent Gain on Sale of Investment XXX.XX
Sale / |
Transfer To record subsequent sale / transfer of real properties,
To record subsequent sale / transfer of investment acquired investment/s and/or other assets acquired thru Tax-Free
thru Tax-Free Exchange
Current 2,9,49,9,¢
Current XXX. XX Tax Payable XXX. XX
Tax Payable XXX. XX
Provision for Tax as follows: Provision for tax as follows:
Ex Rate* Multiply By Amount Tax Type Tax Rate*

Gains realized
on subsequent
sale of
investment/s
Selling Price of
investment at the
time of
subsequent sale

5% on P100,000 and | Gains realized |
10% on excess on TFE

FMV of inv/s at

0
/2 01/ the time of TFE
Gains realized

15%

on subsequent
6/10 of 1%

sale of
investment/s
Value-Added Tax
AT 8
* If subsequent sale/s of investment/s was/were made before January 1, 2018, (VAT)

the tax rates used in the computation of Net Capital Gains Tax and Stock - Total Tax Payable -E

Transaction Tax at the time of tax-free exchange shall apply.

Net Capital Gains Tax 1) |Net Capital Gains Tax 15%

Stock Transaction Tax 6/10 of 1%

Stock Transaction Tax

Net Capital Gains Tax

1.5% to 6% per RR No.
2001

Selling Price of
investment at the
time of
subsequent sale

| Withholding Tax-
ONETT

Fair Market

Value (FMV) of

000 | the property/ies
at the time of

subsequent sale /

transfer

Stock Transaction Tax

1.5% for every Pl
and fractional part

Documentary Stamp
Tax (DST)

XXX. XX
“ iy By

Total Tax Payable

P

*Gam on sale of property/ies is subject to Normal Corporate Income Tax (N T)
g a.ui , ','ﬁ*.

Rl Coniputatlon of Gain Realised on Subsequent Sale of Investment: - e
: e o §ellmg Pnce - XXX, XX *FMV at the time of subsequent sale / transfer refers to th&sclhn  pr Lgmf{' 3‘“”.

X000XX value or the value reflected in the tax declmtlon. Wﬁi" ever is h ighest.
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