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~ G/FUn Heng Building
4 M. L. Quezon Street
Casuntingan, Mandaue City

Attention : Mr. Glenn N. Lim
Vice President

Gentlemen:

This refers to your letter dated October 16, 2015 stating that Kenrich Development

Corporation, (“Kenrich” for brevity) with Tax [dentification No. 1S a
domestic corporation duly registered with the Securities and Exchange Commission (SEC) under
Company Reg No. It is registered with the Board of Investments (BOI1) as
Expanding Developer of a Low-Cost Mass Housing Project (Villa Lara 2A Subdivision -
Jubay, Liloan) on a Non-Pioneer status under Certificate of Registration No. dated
June 04. 2015 in accordance with the Omnibus Investments Code of 1987 of Executive Order
(EQ) No. 226. Kenrich has been granted Income Tax Holiday (ITH) by the BOI for a period of
three (3) years from June 2015 or actual start of commercial operations/selling, whichever is
earlier but in no case earlier than the date of registration. Kenrich's Villa Lara 2A Subdivision |
_ Jubay, Liloan Project is registered with Housing and Land Use Regulatory Board (HLURB)

under Certificate of Registration No and holds HLURB License to Sell No. '. and

under the Specific Terms and Conditions of its BOI Registration, Kenrich shall construct and sell

forty-eight (48) units of low-cost mass housing for Kenrich's Villa Lara 2A Subdivision — A

Jubay, Liloan Project based on the following schedule:
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On the basis of the foregoing, you now request for an opinion on the tax conseque

R |
 iKenrich's Villa Lara 2A Subdivision — Jubay, Liloan Project’s HLURB License to Sell No,
¢ 48 units and provides for maximurm selling price per House and Lot Package @
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- In reply, please be informed that under Section 2.57.5 (B)(2) of Revenue Reg*
~ (RR) No. 2-98, as amended by RR No. 6-2001 implementing Section 57 (B) of the Tax Code of

'1997 as amended, the wﬁhho]dmg tax prescribed in the said Regulations shall not apply tlr b

income payments to persons enjoying exemption from income tax provided by Republic Act No.
7916 and the Omnibus Investment Code of 1987.

Accordingly, since Kenrich's Villa Lara 2A Subdivision - Jubay, Liloan Project is a
BOI registered project, this Office is of the opinion as it hereby holds, that income payments
received by Kenrich in connection with its housing project, Villa Lara 2A Subdivision - Jubay,
Liloan Project (on the 48 low-cost mass housing units as mentioned in the Specific Terms
and Conditions of its BOI Registration), is exempt from CWT under RR No. 2-98, as amended
by RR No. 6-2001, for a period of three (3) years from June 2015 or actual start of commercial
operations/selling, whichever is earlier but in no case earlier than the date of registration It must
be emphasized. however, that the above exemption from CWT covers only income directly
attributable to revenues genecrated from its registered activity, Kenrich's Villa Lara 2A
Subdivision — Jubay, Liloan Projectinvolving 48 low-cost mass housing units used solely for
family home or dwelling purposes and not for commercial purposes such as leasing, retail stores,
offices. etc. Furthermore. such exemption shall not cover revenues from units with selling price

L .. In the computation of ITH, interest income from
In-house ﬁnancms, shall not be considered as revenues generated from the registered activity,

Moreover, the entitlement to ITH of Kenrich's Villa Lara 2A Subdivision — Jubay,

Liloan, Project is not automatic as it still has to comply with the following provisions of the
Specific Terms and Conditions of its BOI Registration, viz:

1. In the grant of incentives, the extent of the project's ITH entitlement shall depend on the
enterprise's compliance with the following representations/commitments under this
registration. In the event that the registered enterprise fails to implement the project as
represented in its project application, the Board may reduce the project's ITH entitlement
proportionate to the actual performance of the enterprise, in terms of the foregoing
representations/commitments, among others.

a. Net Value Added (NVA) should be at least 25%

b= Pre-op Yr-1 Yr-2
NVA (%) 9% #

b. Job Generation
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5 Activity
Land Acqui‘%'itf(‘m

Secure necessarv license
/permit/ registra.ion from
the government/training
COSIS

Site preparation and
development

Building/House construciion

Start of Cominercial
Operations

TOTAL PROGJECT COST
d. Sales Revenues

Year
2

2.

»
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£ BIGR %
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Net imcome qualified for ITH entitlement shal}
10% of the projecied pross revenue represented

In cases where the project's actua; revenues exceed tl
apphcauon due to, e.g.new markets/order:

Investments,
Request/s for

Volunme (No. ¢
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Schedule
April 2011

October 2012
to
Jaly 2014

November 2013
{O
March 2014

January 2014
to

2014
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16
30
3
4

Related Expenses  Ce
Land cost

Pre-operating
exXpenses

L.and/Site
development Cost

Building/House
construction Cost

Working Capital

not result of gross revenues exceeding
by the firm in its application.

1€ projections in 1ts
additional employment/shifts, additional
the Board may increase the project’s I'TH availment proportionately.
e adiustments of projected revenue must be filed before the filing
- application for 'TH.



fn' income ta‘x exem ptwn T’he a yplication shal - b€ acCOLIpPatiies
tlon from the Social Security Svstem (SSS) that the enterpris
| fm in the remittance of SSS contributions of its emnloyees.

5 Secure a Certificate of ITH Entitlement (Col') from the BOI Supervision and Moni!
Department prior to filing of ITR with the BIR: otherwise, ITH for that pamcular y

without Cokb shail be forhieted.

6. In the event the cnterprise fails to maimain the 75:25 ashi-eqty ratio requirement, it shall
show prooz that (e construction of housing wniis have been completed and delivered to
buyers prior w0 availment of {1H: otherwise, the enterprise shall not be entitled to ITH

and shail be rcouired to refund any capital equipment incentives availed of.

| 7. Submit proof of compliance that at least twenly pereen of the total subdivision area has
i" been developca and aliocated tor socialized housing within one year from date of
" registration or nrior to availment of ITH: otherwise, ITH {or that particular year shall be

deemed forfeiicd.

Furthermore. BO{-reaistered enierprises enjov no tax exemption/privileges other than
those granted under .0 226. In this regard, under the terms and conditions of its BOI
registration, Kem‘i«:!'z'«z Villa Lara 2A Subdivision — Jubav, Litoan Project was clearly granted
a 3-year ITH but such ierms and condiniors do nov wrovide for any cxemption from other taxes g
that Kenrich may be subject to on its business transactions. Thus, Kenrich's Villa Lara 2ZA
Subdivision — Jub2v, Liloan Project will reman subject 1o Value Added Tax (VAL) and i
Documentary Stamp 1ax (DST) on wis sales of hoose and et units pursuant to Sections 106
(A)(1)a) and 196 of 17¢ 1ax Code of 1997, as amended. (BIR Ruling No. 334-11 dated

September 7, 2011

In relation thereto, Section 109 l“; ) of the iax Ceae of 1997 provides, that the sale of
residential lot valuec @  Cins Mu; T ? 1me Hundred Nineteer shousand Five Hundred Pesos
(P1,919.500.00) and telow, or hous? z}s;d ot ana ther residenical dwellings valued at Three
Million One Hundreo Ninely Nine Thousand Two Dundred Pesos (P3.199.200.00) and below is '-i;;c;':

b VAT-exempt. Thus. oniv the sales by Kenrich's ¥illa Lara 2A Subdivision — Jubay, Liloan
N Project of housing «nits with seling price of not more than the 2forementioned price ceilings
shall be exempt from V.1, _.

- Pursuant to Section 4 of Republic Act (RA) ’\?o 10708, Kenrich is required to file its ta ,,
B feitums and pay its tax iiubilities. on or betere the desdhine as p*“wzdcd under the 1997 Tax f!h de.
~as amended, using the ¢l=ctronic system 1ot (tling and pavment o taxes of the BIR. Furtk mxz
y ..ﬂf:_‘,__;;

Kenrich shall fi‘e »ith 301 & - ,ompietf* 3) mnai tux neemives report of its 1 A
3@ w ;ame-aac 2a ax {x//x% i md uaa. exemp m 18, dw:' Gl mfx.s credlts



ct to compe: tion mthholdmg tax.. or if it makes payx ents to indiy luals
ject holdmg taxes at source as requircd under Chapter XIII Section 57 of th
X Code o 1?‘97 as amended and implemented by Zevenue Regulations No. 2—9;

L1kewxse Kenrich is required to file on or before the 15™ day of the fourt

e T ollowing the close of its accounting period a Profit and Loss Statement and Balance Sheet
~ the Annual Information Return under oath, stating it gross income and expenses incurred during

Finally, Kenricii's books of accounts and other pertinent records shall be subject to

= periodic examination by revenue entorcement oilicers of this Bureau for the purpose of
". ascertaining whetner it hes been complying with the condinons under which it has been granted
" tax exemption or tax incentives and iis tax hability. if any. pursuant to Section 235 of the Tax

Code of 1997. as amenauad.

Cissued on the basis of ine roregoing facts as represented. However, if
ve disciosed that the [hews are difierent. then this ruling shall be

meel &

upon mvestxgatum “
considered null and voic
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Very truly yours,

v
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<M S, JACKNTO-HENARES
u»mmzsumur or Im *rnal Revenue
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