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Renewable energy on the rise…
Renewable energy (RE) as a source of power generation in the Philippines has been gaining ground as its potential
contribution to achieving energy sustainability has been more recognized by the government and business sectors.

C

urrently, the Philippine generation sources some 74%
of its energy needs on fossil fuels, particularly on coal
and natural gas. Data from the Department of Energy
(DoE) showed that in 2014 coal was the primary source of
energy as it generated 33,054 gigawatt-hours (GWh) of power
or 43% of the total power generation in the country followed
by natural gas (18,690 GWh or 24%). Mind you, the 26%
remaining is from renewable sources, mostly geothermal and
hydro, making it one of the world’s leaders in RE reliance.
So aside from fossil fuels, the country already utilizes
various RE resources to generate power, mostly geothermal
and hydro with solar and wind beginning to have an impact,
while biomass is beginning to be introduced. Geothermal energy
is the most developed renewable and the 3rd most common
source of electricity in the country. It produced 10,308 GWh
of power or 13% of the total mix. In fact, the Philippines is the
2nd major producer of geothermal energy in the world after the
United States. Next to geothermal, hydro power is the 2nd most
developed renewable in the country. The Philippines does not
have any ocean energy facility yet as all of the ocean energyrelated projects approved by the DoE are still under study.
Meanwhile, other renewables (wind, solar and biomass)
have the smallest share in terms of the power generated last
year (see graph 1). Nevertheless, their share to the total mix
has been growing year on year (see graph 2). In 2014, other
renewables generated 364 GWh (or 0.47% of the total) from
279 GWh (0.37%) in 2013. Also, the installed capacity of
other renewables almost tripled to 437 megawatts (MW)
in 2014 from 153 MW the previous year (see graph 3).

In 2008, the government enacted the Renewable Energy
Law which aims to accelerate the exploration and development
of RE resources by tapping the private sector. Under the Law,
from 2008 to June 2015, the DOE has awarded 646 service
contracts with installed capacity of 2,760.52 MW (see table 1).
In addition to the DOE awarded contracts are the 17 hydropower
projects (with an aggregate capacity of 733.4 MW) and 4 geothermal
projects (76 to 134 MW) presented under the second round of
the Open and Competitive Selection Process (OCSP2) in May.
Earlier, the World Bank had commended the efforts of the
Philippines, along with other Asian countries, in expanding the use
of green energy. Former Energy Secretary Carlos Jericho Petilla
said the carrot-and-stick approach of the government has attracted
more investors to the energy sector. He noted that the processing
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Graph 1. 2014 PH Power Generation Mix

Graph 2. Amount of Power Generated
by Other RE (2014)

Source: Department of Energy
Source: Department of Energy

Graph 3. Installed Generation Capacity—Other RE (2014) In MW

Source: Departmetn of Energy

time for service contracts for RE had been cut to 45 days from 2
years. The implementation of guidelines for incentives under the
feed-in-tariff (FIT) scheme in 2013 has also drawn more investors,
he added. FIT is an additional tariff levied against consumers of
electric power and paid to producers using RE as an incentive for RE
development (see list of fiscal and non-fiscal incentives– Table 2).
Increasing interest in tapping RE sources in the country is due
to several factors. These include the spiraling cost of imported
fossil fuels; the expected surge in power demand in both rural
and urban areas resulting from increased economic activities;
environmental concerns arising from the use of conventional
2
energy sources (e.g., coal); and attempts to address the power
needs of remote, off-grid and underserved communities.
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Table 1. Awarded projects under the Renewable Energy Law (as of June 2015)
Resources

Awarded Projects

Installed Capacity

Potential Capacity

Geothermal

42

1,896.19

750.00

Hydro

407

136.73

7,884.54

Wind

51

426.90

1,168.00

Solar

93

108.90

2,206.51

Biomass

45

191.80

357.00

Ocean Energy

8

-

31.00

646

2,760.52

12,397.05

Total
Source: Departmetn of Energy

Table 2. Fiscal and non-fiscal incentives under the Renewable Energy Law
Fiscal incentives for RE developers:
1.

Income Tax Holiday (ITH) for the first 7 years of commercial operations, wherein the duly registered RE
developer shall be exempt from income taxes levied by the national government;

2.

Duty-free importation of RE machinery within the first 10 years upon the issuance of a certification of a RE
developer;

3.

Special tax rates on realty and other taxes on civil works, equipment, machinery, and other improvements
of a registered RE developer actually and exclusively used for RE facilities not to exceed 1.5% of their original
cost less accumulated normal depreciation or net book value;

4.

Net Operating Loss Carry-Over (NOLCO) during the first 3 years from the start of commercial operation
which had not been previously offset as deduction from gross income shall be carried over as a deduction
from gross income for the next 7 consecutive taxable years immediately following the year of that loss;

5.

A corporate income tax rate of 10% on its net taxable income after ITH;

6.

Accelerated depreciation of plant, machinery, and equipment that are reasonably needed and actually
used for the exploration, development and utilization of RE resources may be depreciated using a rate not
exceeding 2 times the rate which would have been used;

7.

Zero percent value-added tax (VAT) on sales of fuel or power generated from renewable sources;

8.

Cash generation-based incentive for missionary electrification per kilowatt hour rate generated, equivalent
to 50% of the universal charge for power needed to service missionary areas;

9.

Tax Exemption on all proceeds from the sale of carbon emission credits; and

10.

Tax Credit equivalent to 100% on the value of the value-added tax and customs duties that would have been
paid on the RE machinery, equipment, materials and parts had these items been imported.

Non-fiscal incentives for RE developers:
1.

Renewable Portfolio Standard (RPS) — This is a market-based policy that requires electricity suppliers to
source an agreed portion of their energy supply (in on-grid systems) from eligible RE sources; and

2.

Feed-in Tariff (FIT) — This is an RE policy that offers guaranteed payments on a fixed rate per kilowatt-hour
for emerging RE sources, excluding any generation for own use.

Source: Renewable Energy Law
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…but needs stronger government support,
more capital to further develop
Renewable electricity generation in the Philippines is
increasing. The question is, will it continue to grow in the
long term?
According to energy consultancy company IHS, if the
coal projects in the country will proceed as planned, coal
generation’s share in Luzon alone will account for 75% of the
country’s total power generation mix by 2030. The projection
is approaching double its nationwide share of 43% in 2014.
As a result, the Philippines will have the highest coal share
in Asia, which is seen as a threat to the health of Filipinos
and the environment, IHS said. The firm “estimates health
costs from mortality and morbidity impacts due to degrading
air quality conditions from coal generation emission without
control mechanisms will rise to $18 billion by 2030.”
Five years from now, the Philippines will have 23 new coalfired power plants generating some 3,000 megawatts (MW)
bringing it up to 56% of the mix, IHS said. Meanwhile, the share
of coal-based energy in Mindanao is projected to increase to 67%
in 2017 from 45% in 2015 (55% is hydro), based on a news report.

If there will be no efforts to avoid overdependence on
coal, the government’s goal of a more balanced fuel mix by
2030, specifically the 1/3 rule (30% share each for coal, gas
and RE while the rest will be for other technologies) will not
be achieved, IHS warned and recommended the Philippines
adopt policies aimed at realizing a good energy mix. Earlier,
the Energy department did issue a circular directing that
the share of RE should be maintained at at least 30%.
Energy companies generate electricity from coal because it
is the cheapest to produce compared to other sources of energy.
Former DOE Secretary Carlos Jericho Petilla, however, said
that while that is the case, a good power generation mix is
needed to have a reliable and sufficient power source while
taking into account the health and environmental factors.
Right now, the government needs to scale up the RE
sector, particularly the emerging renewables like solar, wind,
biomass and ocean power, especially if it is to achieve the
1/3 rule. To do this, there are major issues that need to be
addressed. These include high upfront costs and technologies;
non-competitiveness among market players; non-viable
renewable energy markets; inaccessible financial packages;
and social acceptability, according to Richmund Sta. Lucia of
the Angara Abello Concepcion Regala and Cruz Law Offices.

Benefits of developing renewables:


Help mitigate global warming;



Avert the impending threat of harmful carbon emissions to the health of Filipinos;



Open new business opportunities thus lead to added jobs;



Draw in investments that could help support economic growth;



Aid in attaining energy sufficiency and sustainability in the country;



Lower electricity prices as they will no longer be determined by fuel prices from
foreign suppliers. (The Philippines has one of the most expensive electricity rates in
Asia.); and
Avoid a repeat of the unwarranted power crisis that was experienced by the country
last summer. Aside from an overreliance on coal, IHS has predicted a power shortage
scenario in the country if there will be no government action.
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IHS: If the coal projects in the country will proceed as planned, coal generation share in
Luzon alone would account for 75% of the country’s total power generation mix by 2030
from 43% in 2014.
The government must also speed up the implementation of the
RE Law. The law was passed 7 years ago, but renewable projects
have only just recently gained ground, partly due to the delayed
implementation of the feed-in-tariff (FIT) scheme, where subsidies
are provided to boost private sector participation. The first batch
of FIT rates, approved in July 2012, covered run-of-river hydro
(P5.90/kWh) for an installation target of 250 (MW), biomass
(P6.63/kWh) for 250 MW, wind (P8.53/kWh) for 200 MW, and
solar (P9.68/kWh) for 50 MW. Easing the 60-40 rule, which
restricts foreign ownership to only up to 40%, would also help
attract more RE investments, which are much needed by the sector,
European Union Ambassador to the Philippines Guy Ledoux said.
Furthermore, the proposal of the National Renewable Energy
Board to apply caps to FIT projects particularly on wind and solar
projects should be re-considered given falling construction costs.
Philippine Solar Power Alliance founder Tetchie Capellan said
putting a cap on solar projects would kill the investment climate.
The development of the RE industry is essential if the country
is to achieve a sustainable energy plan in the long term. Balance
in the power generation mix, however, is also essential. It is
important to not be dependent on just one source so that if one
type of energy resource fails, there is another resource to rely on.

PPP update: Gov’t fast-tracks roll-out of PPP
projects
With less than a year left before the next administration
takes over, the Aquino government has sped up the roll-out
of the projects under the Public-Private Partnership (PPP)
program in a bid to help fill the country’s infrastructure
gap—and win over voters.
The current administration started slow in the
implementation of the PPP projects due to the need to
carefully reconsider all projects initiated by the previous
government and the inexperience of personnel in relevant
Departments. But eventually, the program took off.
Currently, there are 10 awarded projects in the PPP pipeline.
Of the 10 awarded projects cumulatively worth P189 billion,
one has been opened to the public, the Muntinlupa Cavite
Expressway. Four other PPP projects are expected to be
completed under Pres. Aquino’s administration (see chart 1).
Meanwhile, 14 other projects are in different stages of
procurement, 2 are under implementation, 1 will be awarded soon,
4 for roll-out, 3 for government approval and 6 with on-going
studies. According to the PPP Center, the government is targeting to
award 12 PPP projects before Pres. Aquino’s tint ends in May 2016.
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Earlier this year, the Economist Intelligence Unit (EIU) has
dubbed the Philippines as the most improved country in AsiaPacific in terms of PPP readiness, particularly on regulatory and
institutional frameworks, investment climate and financial facilities.
The country now ranks 7th with an overall score of 64.6 from 8th
place with an overall score of 47.1. It is now joins other Asian
countries included in the developed PPP market: Korea (which
ranked 3rd), Japan (4th), India (5th) and India – Gujarat State (6th).
The projects under the PPP scheme are expected to improve the
country’s infrastructure system, an area where the Philippines ranks
disappointingly in the global competitiveness rankings (see chart 2).
However, unclear provisions in the Build-Operate-Transfer
(BOT) law, flip-flopping government decisions, corruption,
TRO's and unclear planning and procurement process are
still some of the issues that remain unresolved 5 years after
the PPP scheme of the Aquino administration was launched.
Amendments to the BOT Law are crucial in providing
a conducive environment for the PPP program and in
promoting a more transparent and level-playing field for
PPP investors. Consistency in government decisions is also
important if the government wants to acquire more investors
into the program. The controversy over the Cavite-Laguna
Expressway is not a good example for potential PPP investors.
There are about 56 PPP projects in total. What is worrying
is that many of these projects, which are in different stages of
development, are far from completion and will be unfinished
when President Aquino steps down next year. This puts
their implementation at risk especially as the Philippines
is not known for continuity of infrastructure plans. This
lack of continuity from one administration to the next is a
serious weakness of the Philippine government that affects
the country’s ability to implement key public infrastructure
projects and entice more foreign investors into the PPP program.
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Amendments to the BOT Law are
crucial in providing a conducive
environment for the PPP program.
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Chart 1. PPP Projects
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Data from the Public-Private Partnership (PPP) website
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Chart 2. Competitiveness Rankings (Infrastructure)

Source: World Economic Forum
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STATUS OF BIG TICKET INFRASTRUCTURE PROJECTS IN THE PIPELINE
AS OF JULY 2015
PROJECT TITLE

IMPLEMENTING
AGENCY

FUNDING SOURCE

CIVIL WORKS
TIMEFRAME

PROJECT COST

STATUS / ISSUES

ROADS AND BRIDGES
Will likely not be awarded before the Aquino administration
P15 billion (Phase
ends. Project cost for Phase 2 has yet to be determined while
1 only)
details of Phases 3 and 4 are yet to be firmed up.

Central Luzon Link Expressway

DPWH

ODA
(JICA)

TBD

Davao City Bypass Construction
Project

DPWH

ODA
(JICA)

TBD

P8.7 billion

ODA agreement signed by NG and the government of Japan.

Metro Manila Priority Bridges
Seismic Improvement Project

DPWH

ODA
(JICA)

TBD

P2.6 billion

ODA agreement signed by NG and the government of Japan.

Laguna Lakeshore Expressway
Dike Project

DPWH

PPP

2016 - 2023

P122.8 billion

Parcellary Survey for the project is on-going with
4th round of One-on-One Meeting to be scheduled. Deadline
for bid proposal submission is in November.

RAILWAYS
North-South Railway Project
(South Line)

DOTC

PPP

2017-2021

P170.7 billion

A 2-stage bidding process will be adopted, with the prequalification date targeted in the 4Q2015. Bid opening is
aimed to be held in January 2016.

LRT Line 4

DOTC

PPP

TBD

P50.2 billion

Approved by the NEDA Board

LRT Line 6

DOTC

PPP

TBD

P64 billion

Approved by the NEDA Board

MRT Line 7

DOTC

PPP

TBD

P69.3 billion

Construction by private proponent San Miguel Holdings Corp.
to start in 2016.

North-South Commuter Railway
Project

DOTC

ODA

TBD

P2.61 billion

Approved by the NEDA Board

LRT 2 O&M

DOTC

PPP

TBD

No capex

Bid proposals submission in November 2015

AIRPORTS
NAIA Development Project

DOTC

PPP

TBD

P74.6 billion

Development, Operations and
Maintenance of Bohol Airport

DOTC and CAAP

PPP

TBD

P2.3 billion

Development, Operations and
Maintenance of Laguindingan
Airport

DOTC

PPP

TBD

P14.6 billion

Development, Operations and
Maintenance of Davao Airport

DOTC

PPP

TBD

P40.6 billion

Development, Operations and
Maintenance of Bacolod Airport

DOTC

PPP

TBD

P20.3 billion

Development, Operations and
Maintenance of Iloilo Airport

DOTC

PPP

TBD

P30.4 billion

Approved by the NEDA Board

(Bundled project) On-going pre-qualification evaluation.
Issuance of the Notice of Award is targeted in March 2016.

(Bundled project) On-going pre-qualification evaluation.
Issuance of the Notice of Award is targeted in March 2016.

OTHER TRANSPORT PROJECTS

Davao Sasa Port Modernization
Project

DOTC and PPA

PPP

TBD

P19 billion

Qualified bidders for the project are Asian Terminals Inc. – DP
World FZE Consortium; Bollore Africa Logistics; International
Container Terminal Services Inc.; Portek International Pte.
Ltd. – National Marine Corp. Consortium with contractor Toyo
Construction Co. Ltd.; and San Miguel Holdings Corp. – APM
Terminals Management (Singapore) Pte Ltd. Consortium with
contractors Hyundai Development Co. and Hanjin Heavy
Industries & Construction Co. Ltd.

UTILITIES
Jalaur River Multipurpose
Project Phase II
New Centennial Water SourceKaliwa Dam Project

NIA

ODA

2015-2017

P11.2 billion

ODA agreement signed by NG and the government of Korea.

MWSS

PPP

TBD

P18.7 billion

Invitation to pre-qualify and bid published on July 3

PPP

NG aims to finish
the project in
2017

P10.5 billion

Approved by the NEDA Board

OTHER PROJECTS
Batangas-Manila (BatMan)
Natural Gas Pipeline
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STATUS OF ONGOING BIG TICKET INFRASTRUCTURE PROJECTS
AS OF JUNE 2015
PROJECT TITLE

IMPLEMENTING
AGENCY

FUNDING
SOURCE

CIVIL WORKS
TIMEFRAME

PROJECT COST

STATUS / ISSUES

P2.5 billion

PRIVATE PROPONENT: MWM Terminals, a consortium
of Megawide Construction Corp. and WM Property
Management, Inc.
Construction is set to begin in December and project
is expected to be completed by June 2017.

ROADS
Southwest Terminal of the
Integrated Transport System
Project

DOTC

PPP

2015-2017

Muntinlupa-Cavite
Expressway

DPWH

PPP

2013-2015

P2.01 billion

PRIVATE
PROPONENT:
AC
Infrastructure
Holdings Operations, a subsidiary of Ayala Corp.
Operations of the expressway opened in 24 July;
while toll collection started in 24 August.

NAIA Expressway Phase II

DPWH

PPP

2014-2016

P15.9 billion

PRIVATE
PROPONENT:
Infrastructure
Dev’t
Construction is 48% completed.

P55.5 billion

PRIVATE PROPONENT: Metro Pacific Investments
Corp.’s MPCALA Holdings, Inc.
Private proponent targets to start construction by
2017. NG has yet to deliver right of way to MPCALA.

P16.4 billion

PRIVATE PROPONENT:
9,103 classrooms (97.92%) completed and 193
classrooms (2.08%) under construction

P3.9 billion

PRIVATE PROPONENT: Megawide Construction
Corporation, Consortium of BSP & Co., Inc. and
Vicente T. Lao Construction
1,360 classrooms (31%) completed; 1,557 classrooms
(36%) under construction; and 1,453 classrooms (33%)
under pre-construction phases

Cavite-Laguna Expressway

DPWH

PPP

2017-2020

Optimal
Corp.

OTHER PROJECTS
PPP for School Infrastructure
Project Phase I

PPP for School Infrastructure
Project Phase II

DPWH

DPWH

PPP

PPP

2013-2015

2013-2015

ACRONYMS
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CAAP

Civil Aviation Authority of the Philippines

DOTC

Department of Transportation and Communications

DPWH

Department of Public Works and Highways

JICA

Japan International Cooperation Agency

LRTA

Light Rail Transit

MWSS

Metropolitan Waterworks and Sewerage System

NEDA

National Economic and Development Authority

NG

National Government

NIA

National Irrigation Administration

O&M

Operation and Maintenance

ODA

Official Development Assistance

PNOC

Philippine National Oil Co.

PPA

Philippine Ports Authority

PPP

Public Private Partnership

TBD

To be determined
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