
        

According to the National Map-
ping and Resource Informa-
tion Authority (NAMRIA), the 

Philippines is made up of 7,641 islands, 
which contain significant natural re-
sources. Despite the abundance of such 
resources, the country is still in the early 
stages of exploiting these natural assets 
to produce renewable and sustainable 
energy. The main constraint appears to 
be the lack of investment due to the high 
cost of developing, producing, and sus-
taining renewable energy. 

In his first State of the Nation Ad-
dress, President Ferdinand R. Marcos, 
Jr.  said renewable 
energy is at the top of 
his climate agenda. 
The President called 
for increased use of hy-
dropower, geothermal, 
solar, and wind. The increased use of 
renewables will help expand the power 
supply to meet growing demand.

To help attract investment to re-
newable energy (RE), the Bureau of 
Internal Revenue (BIR) issued Revenue 
Regulations (RR) No. 7-2022, setting 
guidelines for the availment of fiscal 
incentives under Republic Act (RA) No. 
9513, otherwise known as the Renew-
able Energy Act of 2008. 

The salient provisions of the RR are 
discussed below.

CERTIFICATIONS/ACCREDITATIONS TO 
AVAIL OF THE TAX INCENTIVE
RE Developers and manufacturers, fabri-
cators, and suppliers of locally produced 

RE equipment must register with the De-
partment of Energy’s (DoE) Renewable 
Energy Management Bureau (REMB). 
They must secure and submit to the BIR 
the DoE Certificate of Registration or the 
DoE Certificate of Accreditation. Other 
certifications required are the DoE Cer-
tificate of Endorsement (CoE), Registra-
tion with the Board of Investments (BoI), 
and Certificate of Income Tax Holiday 
(ITH) Entitlement (CE).

INCENTIVES FOR RE PROJECTS
AND ACTIVITIES

a. Income Tax Holiday. ITH of sev-
en years from the start 
of commercial opera-
tions (SCO) is provided 
to existing RE Projects 
and New investment 
in RE Resources. RE 

Developers undertaking discovery and 
development of new RE resources dis-
tinct from their registered operations 
may qualify as new projects and must 
set up a separate book of accounts to be 
registered with the BIR. In such a case, 
a fresh ITH from start of commercial 
operations applies. For additional in-
vestment in RE projects, the ITH only 
applies to the income attributable to the 
additional investment. 

b. Corporate income tax of 10%. 
Following the expiration of the ITH, all 
registered RE Developers pay a corporate 
income tax of 10% on their net taxable 
income: Provided, that the RE Developers 
pass on the savings to the end-users in the 
form of lower power rates.

To avail of this incentive, the RE Devel-
oper must submit the following to the BIR: 

1. Copy of the Certificate of Endorse-
ment issued by the DoE prior to the 
first year of its availment of the 10% 
corporate income tax rate;

2. Valid and subsisting renewable energy 
service/operating contract and the cor-
responding Certificate of Registration; and

3. Sworn Undertaking attached to 
the ITR stating that for the year of avail-
ment of the 10% corporate income tax 
rate incentive, it has not been found 
to have breached its obligations under 
the renewable energy service/operating 
contact and that it intends to pass on the 
savings derived from this incentive in 
the form of lower power rates. 

The RE Developer must also attach 
to its ITR and submit to the BIR proof of 
submission to the DoE and ERC of the 
report, supported by technical and finan-
cial documents, in the years succeeding its 
initial availment of the 10% incentive. To 
prove that savings derived from incentives 
during the previous year were passed on to 
end-users, the RE Developer must submit 
to the BIR the rates approved by the ERC.  

c. Net operating loss carry over. 
In addition to the above incentives, the 
net operating loss carry over (NOLCO) 
of RE Developers during the first three 
years from the SCO may be carried over 
as a deduction from gross income for the 
next seven consecutive taxable years 
immediately following the year of such 
loss. Provided, that the NOLCO has not 
been previously offset as a deduction 
from gross income, and that the loss 

should be from the operation and not 
from the availment of incentives.

d. Accelerated Depreciation. If an 
RE project fails to receive an ITH before 
full operation, an RE Developer may ap-
ply for accelerated depreciation on its 
plant, machinery and equipment that are 
reasonably needed and used for the explo-
ration, development and utilization of RE 
resources. Once applied, the project or its 
expansions shall no longer be eligible to 
avail of the ITH. The RE Developer is to 
inform the BIR of availment of acceler-
ated depreciation instead of ITH. 

e. Zero Percent VAT Rate. Sale of 
power or fuel generated through RE sourc-
es is subject to 0% VAT. The local purchase 
by RE Developers of goods, property, and 
services needed for the development, con-
struction, and installation of power plant 
facilities, and the whole process of explora-
tion and development of RE sources up to 
its conversion of power, is subject to 0% 
VAT. Accordingly, local suppliers of goods, 
properties, and services of duly registered 
RE developers should not pass on the 12% 
VAT, provided, that the RE Developer pro-
vides a copy of its BoI and DoE registration 
to avail of the VAT incentive. 

f. Tax exemption of carbon cred-
its. All proceeds from the sale of carbon 
emission credits are exempt from any 
and all taxes. 

INCENTIVES FOR 
RE COMMERCIALIZATION
Sale of locally produced RE equipment 
and components by accredited and reg-
istered DoE and BoI manufacturers, fab-

ricators, and suppliers to RE Developers 
are subject to the following incentives:

1. VAT-free imports of components, 
parts, and materials subject to conditions;

2. ITH and exemption for seven years 
starting from date of registration and 
accreditation with DoE and BoI; and

3. VAT zero-rating on their transac-
tions with local suppliers of goods, prop-
erties, and services needed in the manu-
facture/fabrication of RE equipment.

By creating policies and guidelines for 
availing of incentives, the RE industry 
is encouraged to invest more in the re-
newable energy market. Considering the 
uncertainty hanging over the price of oil, 
the adverse impact of climate change, and 
the increasing demand for electricity, it is 
high time to shift the focus to maximizing 
the use of natural resources to achieve 
self-reliance in energy. Relying on renew-
able energy will not only save billions of 
pesos; it can also save the country from 
the catastrophic effects of climate change.

Let’s Talk Tax is a weekly newspaper 
column of P&A Grant Thornton that aims 
to keep the public informed of various de-
velopments in taxation. This article is not 
intended to be a substitute for competent 
professional advice.
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TOURIST arrivals in the Asia and 
the Pacific (APAC) are expected 
to lag the recovery posted by 
other regions, with travelers still 
deterred by the frictions associ-
ated with international travel, 
according to the United Nations 
World Tourism Organization 
(UNWTO). 

In a statement on Monday, the 
UNWTO said the 2022 projection 
is contained in its World Tourism 
Barometer report.  

“In Africa and the Middle East, 
arrivals could reach about 50% 
to 70% of pre-pandemic levels, 
while in APAC they would remain 
at 30% of 2019 levels in the best-
case scenario,” the UNWTO said.  

“Scenarios by region show 
Europe and Americas recording 
the best tourism results in 2022, 
while APAC is expected to lag due 
to more restrictive travel poli-
cies,” it added.   

The UNWTO sees interna-
tional arrivals hitting between 
55% and 70% of pre-pandemic 
levels in 2022. The actual out-
come will depend on further 
travel restrictions, the extent of 
inflation, and fallout from the 
Russia-Ukraine war.  

“More recent challenges such 
as staff shortages, severe airport 
congestion and flight delays and 
cancellations could also impact 
international tourism numbers,” 
the UNWTO said.  

Asked to comment,  John 
Paolo R. Rivera, associate di-

rector at the Asian Institute of 
Management’s Dr. Andrew L. 
Tan Center for Tourism, said 
that the Philippines will be 
banking on domestic tourism to 
pick up the slack. 

“Recent Philippine Tourism 
Satellite Accounts (PTSA) indi-
cated that Philippine tourism is 
80% driven by domestic tourism 
and 20% foreign tourism. The 
Philippines can rely on its domes-
tic tourism to thrive unlike other 
countries reliant on foreign tour-
ism,” Mr. Rivera said.  

“Philippine tourism should 
strengthen domestic tourism 
through better infrastructure, 
product offerings, and safety 
measures,” he added.  

Mr. Rivera noted that the re-
cent detection of monkeypox in 
the Philippines could be a down-
side risk.  

“Monkeypox is a threat if 
it proves to be contagious and 
require physical distancing and 
movement restrictions to con-
tain it. It will affect tourism again 
negatively as tourism is a high 
touch, high movement industry,” 
Mr. Rivera said.  

The Health department on 
July 29 announced the detection 
of the first monkeypox case in the 
country, involving a 31-year-old 
Filipino.  

Tourism Congress of the 
Philippines President Jose C. 
Clemente III said in a Viber mes-
sage that the Philippines has to 

balance managing outbreaks and 
opening up the economy.  

“We are pleased with the cur-
rent arrival rate of the Philip-
pines as it continues to ramp 
up with each month. We are 
still getting back in the swing of 
things and having a slower but 
steady pace is fine for now,” he 
added.  

The UNWTO said that inter-
national tourism posted a sus-
tained recovery in the first five 
months of 2022 despite economic 
and geopolitical challenges.  

“International tourism saw a 
strong rebound in the first five 
months of 2022, with almost 250 
million international arrivals re-
corded. This compares to 77 mil-
lion arrivals from January to May 
2021 and means that the sector 
has recovered almost half (46%) 
of pre-pandemic 2019 levels,” the 
UNWTO said.  

The UNWTO said that Eu-
rope posted a 350% increase in 
international arrivals in the first 
five months of 2022, while the 
Middle East and Africa remained 
54% and 50% below 2019 levels, 
respectively.  

It added that APAC posted 
94% increase in arrivals during 
the first five months. However, 
the number was 90% below 2019 
levels as some borders remained 
closed to non-essential travel.  

The UNWTO noted that more 
destinations are easing or lifting 
travel restrictions at this stage 

of the coronavirus disease 2019 
(COVID-19) pandemic.  

It said that as of July 22, 62 
destinations (including 39 in Eu-
rope) had no COVID-19 related 
restrictions in place and more 
destinations in Asia have started 
to ease their rules.  

“The recovery of tourism has 
gathered pace in many parts of 
the world, weathering the chal-
lenges standing in its way. At the 
same time, (we should be cau-
tious) in view of the economic 
headwinds and geopolitical chal-
lenges which could impact the 
sector in the remainder of 2022 
and beyond,” UNWTO Secretary-
General Zurab Pololikashvili said.  

Since Feb. 10, the Philippines 
has allowed the entry of fully 
vaccinated tourists by nationals 
permitted visa-free entry, while 
fully vaccinated Filipinos have 
been permitted entry since Feb. 1. 

Foreigners and returning Fili-
pinos are no longer required to 
undergo mandatory quarantine 
upon arrival.  

The Department of Tourism 
estimates tourist arrivals, in-
cluding Filipino balikbayans, at 
814,144 as of the end of June.  

According to preliminary data 
from the Philippine Statistics 
Authority, the tourism industry’s 
direct gross value added account-
ed for 5.2% of gross domestic 
product (GDP) in 2021, up from 
5.1% of GDP in 2020. — Revin 
Mikhael D. Ochave 

BUSINESS LEADERS expressed the 
hope that a possible monkeypox 
outbreak will be managed by a 
government now well-versed in 
what measures proved effective in 
containing the coronavirus.

“We are hopeful that monkeypox 
remains non-epidemic and that this 
administration, the healthcare sector, 
and the private sector use the lessons 
of COVID-19 to minimize its impact on 
Filipino lives,” Francisco Alcuaz, Jr., 
Makati Business Club executive direc-
tor, said in a Viber message.

On July 29, the Department of 
Health (DoH) announced that it had 
detected the first monkeypox case in 
the Philippines, a 31-year-old Filipino 
national who arrived from overseas 
on July 19. 

Monkeypox causes flu-like symp-
toms and pus-filled skin lesions. It 
can spread via close contact.

The World Health Organization 
(WHO) has classified the monkeypox 
outbreak as a global health emer-
gency following its rapid spread.

Eric Teng, Restaurant Owners of 
the Philippines president, said that 
he does not expect COVID-style 
lockdowns following the detection of 
monkeypox.

“However, we should heed what 
safety precautions or warnings that 
the WHO will be recommending to 
our DoH,” Mr. Teng said in a mobile 
phone message.

“As with the COVID-19 pandemic, 
we have to act and work together 
with the right information, and be 
careful of fake news or false cures,” 
he added.

Steven T. Cua, Philippine Amal-
gamated Supermarkets Association 
president, said his industry remains 
focused on operating as normal, 
though it has a plan should restric-
tions be reimposed.

“It’s still business as usual. 
Hoping that there’s no need for 
any future alarm,” Mr. Cua said in a 
mobile phone message. 

“We urged our members to 
continue their practice of checking 
if employees or customers are nurs-
ing a fever before allowing entry. 
Cleaning of surfaces helps against 
infection from any form of virus,” 
he added.

Tourism Congress of the Philip-
pines President Jose C. Clemente 
III said in a Viber message that the 
government should know at this 
point which measures are effective.

“Monkeypox is definitely a 
concern but we are hoping that with 
the information we have, the govern-
ment can mount a defense against 
wide spread. Of course, we cannot 
understate the possible effects and 
continue to ask that people continue 
health and safety protocols,” Mr. 
Clemente said. — Revin Mikhael D. 
Ochave

Tourism recovery in Asia-Pacific
seen lagging other regions in 2022

Business chambers 
call for COVID-19 
lessons to be applied to 
managing monkeypox
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THE Department of Budget and Management 
(DBM) said it released P8.05 billion worth of 
subsidies for rice farmers for distribution in 
the third and fourth quarters. 

In a statement on Monday, Budget Secretary 
Amenah F. Pangandaman said the DBM released 
the Notice of Cash Allocation (NCA) to the De-
partment of Agriculture (DA), which will distrib-
ute a P5,000 subsidy to 1.56 million farmers.  

“Our farmers deserve our help and care. The 
immediate release of cash assistance could 
provide relief to our rice farmers given the 
recent natural calamities they experienced,” 
Ms. Pangandaman said. 

The release of the NCA supports the Rice 
Farmer Financial Assistance (RFFA) program, 
targeted at farmers affected by the Rice Tarif-
fication Law, she said. 

The RFFA is a P3-billion unconditional 
cash transfer program targeting rice farmers 
tilling 0.5 to 2 hectares of land. 

Passed in 2019, the Rice Tariffication Law 
allowed rice to be imported more freely but 
charged tariffs of 35% on grain imported from 
Southeast Asia. The tariffs provide P10 billion a 
year to the Rice Competitiveness Enhancement 
Fund (RCEF) to help the industry modernize.

“This unconditional cash assistance could 
also provide aid to the rice farmers in secur-
ing farm inputs such as fertilizer and oil farm 
machinery,” Ms. Pangandaman added. 

The NCA likewise covers the service fee, 
including the cost of card generation, for the 
RCEF-RFFA of the Development Bank of the 
Philippines. 

On March 24, DBM released a Special Allot-
ment Release Order amounting to P8.9 billion 
to the DA as an unprogrammed appropriation.

Additionally, on May 6, an initial NCA worth 
P894.8 million was released by the DBM to the 
DA to support 173,753 qualified rice farmer-
beneficiaries. — Keisha B. Ta-asan 

DBM releases rice farmer 
subsidy of over P8 billion

THE  Securities and Exchange 
Commission (SEC) said it revoked 
the business registration of   Katu-
wang Poultry Chicken Egg Produc-
ing Co. for selling unauthorized se-
curities.

The SEC found that the company 
offered shares in the company to the 
public without registering the offer 
with the commission, in violation of 
Sections 8.1 and 28.1 of the Securities 
Regulation Code.

Section 8.1 prohibits the sale, offer, 
or distribution of securities without 

registering them and obtaining ap-
proval from the commission.

Section 28.1 regulates which per-
sons may engage in buying or selling 
securities as a broker or dealer, or as 
a salesman.

Katuwang Poultry, organized as a 
producer of eggs, was found to have 
invited the public to invest in the com-
pany without the necessary licenses 
to  sell or offer shares of stocks and 
other investment-taking schemes. It 
also promised high returns in as little 
as six months, and offered subscribers 

a 10% referral commission for bring-
ing in other investors.

“Based on the evidence gath-
ered,  Katuwang Poultry  is engaged in 
the offering, solicitation and sale of 
securities to the public without the re-
quired registration statement duly filed 
and approved by the SEC,” the SEC said.

“The investment scheme of   Katu-
wang Poultry also operates to defraud in-
vestors as it deceives the investing public 
by making it appear that it has the author-
ity to deal in securities,” the commission 
added. — Justine Irish D. Tabile

SEC revokes registration
of poultry firm for selling
securities without approval

ARTEM
  BELIAIKIN-UNSPLASH


