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REYES TACANDONG & CO.

Citibank Tower, 8741 Paseo de Roxas W S
Makati City 1226 ot

Attention: . William Benson S. Gan
Tax Services 45
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Gentlemen: | o
3

this refers to your letter dated August 3, 2018 requesting on bet
man Geothermal Ine. (the “Company™) for confirmation that the Cor
energy (DOE)-registered Renewable Energy (RE) Developer, is enti
‘ero-rating on 1ts purchases of local supply of goods, properties and se
.evelopment, construction an installation of its various plant facilities, whi
rocess ot exploring and developing renewable energy sources up to its ce
nciuding but not limited to the services performed by subcontractors and ¢

section 15(g) of Republic Act (RA) No. 9513, otherwise known as,
~f 2008, | |

Background:

mnd Exchange Commission (SEC) with Company Registration N
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o Internal Revenue (BIR) TIN: - i AAaE SRR

~he primary purposes of the Company, as stated in
e as rollows: s

"~ 1lo carry on the general business of gener
-nergy derived from any and all forms, ty
iighting and power purposes and whole-selli
-orporations, public electric utilities and ele
-ontracts either or alone or jointly with other
of carrying out all businesses under which thi
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suild, construct, own. maintain, and operate all nece:
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“fructures, dows, machinery, sub-stations, transr 1
ther things and devices, to acquire and h -
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wequire, lease, hold, occupy or use land rights-

P

1

L

yl:‘ oy .'\~



O""’__ B

* Bac-man Geothermal, Inc. - fag i

j‘ 8 ! r “ .
h U!.,' i~ Y

VAT zero rating — Sec. 15(¢) RA 9513
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Pursuant 10 its primary purposes, the Company, as an RE Developer, is engaged in the
cxploration, development, generation and sale of energy trpm renewable Sources, such as
seothermal energy. The Company uses the steam emanating from geothermal wells in order o
cenerate electricity. The Company sells electric energy generated by the power plants owned.
operated, and maintained by the Company using the said geothermal steam.

in the regular course of its operations and business as an RE Developer, the Company
purchases goods, services, and properties from various local suppliers, contractors and
subcontractors for the (1) development, construction, and installation of its plant facilities, and (ii)

exploration and development of renewable energy sources up to their conversion into electric
DOWET.

I'he Company is a registered RE Developer with the BIR, DOE and Board of Investments

(BOD) 1n respect of the RE activity in accordance with the provisions of RA No. 9513. as well as
iis implementing Rules and Regulations, summarized as follows:

ﬂ —

TIN "7 R DOE Certificates of | BOI Cert. of | Type of Registered |
| Registration (COR) | Registration Activity under BOI f
| No.

| ir Bacod, {7 o RN Renewable Energy

| | Sorsogon/ | (issued on May 8, Developer of Bac-Man |

.~ Manito 2012 dated Feb. Geothermal Power |

Albay 14,2013 Plant Complex (130 |

» : b NN

The DOE, in its letter dated February 2, 2018 certified the availment of income tax holiday
(tTH) incentives of the Company’s Bacman Geothermal Power Plants under the Geothermal

Operating Contract (GOC) No. ; that the aforesaid GOC is valid and subsisting; and
that the Company 1s in compliance with its obligations under the said contract.

.n reply thereto, please be informed that Section 15 (g) of RA No. 9513. provides. to wii:

LS, Incentives for Renewable Energy Projects and
Activities. — RE Developers of renewable energy facilities, including hybrid
systems, 1n proportion to and to the extent of the RE component, for both
power and non-power appiications, as duly certified by the DOE. in
consultation with the BOI, shail be entitled to the following incentives:

KAXX XXX XXX

All RE Developers shall be entitled to zero-rated vaiue added tax on its
purchases of local supply of goods, properties and services needed tfor the

cevelopment, consiruction and instailation of its plant facilities.
ihis provision shall also apply to the whole process of exploring and

developing renewable energy sources up to its conversion into bower

including but not limited to the services performed by subcontractors and/or

contractors.” (Underscoring ours)
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o Oglt k2111‘.1_,\7,1‘504\ No. 9513 mtended to exclude‘ RE Developers from the coverage of the 12%
! therr local purchases of goods, properties and services needed for the development.
construction and mstallathn of their power plant facilities. Under said law, the local purchases of
200ds, properties and services by RE Developers are subject to zero percent (0%) VAT provided
t}1a1_:1 .t}.lese.are needed for the development, construction and installation of their power plant
factiities, including the various transactions pertaining to the whole process of exploration and

development of the geothermal source up to its conversion into power, including the services
periormed by contractors and subcontractors. This is one of the fiscal incentives given by the

sovernment to encourage RE Developers including contractors and subcontractors to develop and
utilize the renewable energy resources in the country.

Accordingly, the suppliers/sellers of goods and services of the Company, it being a RE
Developer, should not pass on 12% VAT to its purchases of goods, properties and services that
will be used by the Company in its development, construction and instailation of the geothermal

power plant covered by its Geothermal Operating Contract No. GOC - and Geothermal
Operating Contract No. duly 1ssued by the DOE. This includes the whole process of

exploring and developing renewable energy sources up to its conversion into power, including but
not limited to the services performed by subcontractors and/or contractors. (BIR Ruling Nos. 75-
2010 dated September 23, 2010 and 358-17 dated August 9, 2017)

it must be emphasized, however, that the zero-percent (0%) VAT on local purchases of

200ds, properties and services shall be limited only to the Company's local purchases that will be
used in its development. construction and installation of the geothermal power plant covered by
(eothermal Operating Contract No. ¢ ‘- and Geothermal Operating Contract No.
issued by the DOE. This includes the whole process of exploring and developing

renewable energy sources up 1o its conversion into power, including but not limited to the services
performed by subcontractors and/or contractors. Likewise. the grant of VAT zero-rating on local

purchases 1s always subject to post audit verification by the Bureau of Internal Revenue (BIR)
whether the purchased goods/services were indeed utilized in the development. construction and
installation ot the geothermal power plant covered by its Geothermal Operating Contract No. GOC

and Geothermal Operating Contract No. | duly 1ssued by the DOE. (B/R
Ruling Nos. 751-18 dated April 30, 2018 and 1299-18 dated October 23, 2018)

This ruling is being issued on the basis of the foregoing facts as represented. However. if
ipon investigation, it will be disclosed that the facts are different, then this ruling shail be
considered null and void.

Very truly yours,

— CAESARR. DULAY

Commissioner of Internal Revenue
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