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Hon Sen Sherwin Gathialian, Professor Dindo Manhit and the Stratbase Team, 
fellow panelists and industry participants: 
 
Thank you for inviting me to give my perspectives on the topic Ensuring Power 
Supply Security for a Sustainable Economic Recovery. I would like to present the 
issue of security from three perspectives, a) Supply, 2) Cost of power particularly 
the generation cost component, and 3) demand side management. These are 
three factors that are crucial from a business perspective point of view. 
 

SUPPLY 
 
 



 
 
Energy Mix for the Electric Power Sector. Our electric power mix in the country is 
predominantly coal, specifically in Luzon, coal accounts for 56.03% of our energy 
mix and Mindanao, coal accounts for close to 72% of energy supply. Visayas has a 
more balanced energy mix since geothermal comprises a greater percentage of 
power supply. Certain sectors present the fuel mix in terms of capacity or MW 
which shows a more balanced energy mix. This is totally misleading and 
erroneous. A 100MW coal plant can generated at 85% of the time so effective 
capacity is 85MW, a 100MW solar can generate 16% of the time so effective 
capacity is 16MW. Why predominance of coal, because it’s the cheapest source of 
power in the past.  
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DEPARTMENT OF ENERGY

2020 POWER STATISTICS



Natural Gas. Malampaya gas accounts for close to 33% of Meralco’s supply . 
Brewing issue is reliability of supply from Malampaya in both fuel source and 
generation. By mid-2022, June to be exact, the grid will loose 1,200MW from the 
Ilijan plant. The KEPCO BOT contract is expiring, and rumors bound that the IPP 
Administrator will not take over the plant due to approximately P22B in a legally 
contested dues and penalties owed to PSALM. In addition, the fuel supply 
contract of NPC with the SPEX consortium is to expire simultaneously and we are 
not sure if negotiations for extension are on-going. The issue of reliability of 
future supply of Malampaya gas (supposedly till 2026-28) is now under 
uncertainty due to the selldown of Chevron-Spex to Udenna. Who will operate 
the platform after Shell exits this year?  Is there is sufficient technical expertise? 
There are many financial constraints. Projected budget for drilling? All these were 
discussed in the last Senate hearing by Sen Win. If Udenna flips the acquisition to 
a foreign group,which may not share the same interests as the Philippines,, the 
country will lose its critical source of natural gas as alternative fuel to an outside 
group aside from State Grid of China currently controlling operations of NGCP, the 
backbone of the power distribution nationwide. 
 
Reliability. Most of the coal plants are approaching the end of their BOT contract 
period ie Sual, Pagbilao, etc. Unless the IPPA owners invest in modernization then 
reliability of these plants are compromised. In addition, the peak off-peak 
recycling of these base load plants to mid-merit historically severely affects the 
reliability of the equipment. How many times in the past do we hear the excuse 
“boiler tube leaks”. Check the unscheduled outages of these plants and why ERC 
has imposed penalties. Scheduled maintenance outages have been extended such 
that overlaps between power plants cannot be avoided ie. The yellow alerts in 3rd 
qtr this year is proof of these. 
 
Transmission Lines. The scheduled completion of required upgrades is severely 
delayed. Thus critical generation capacity cannot be dispatched, ie. Dinginin 
300MW unit 2 in Luzon, close to 200MW of biomass and solar plants in Negros 
cannot be dispatched, Luzon-Mindanao interconnection completion is nowhere in 
sight so excess generation from Mindanao cannot be used to augment Luzon 
shortages, to name a few.  
 
Renewable Sources. MAP has always been supportive of renewable sources of 
energy but woefully the administration did nothing to increase the mix of 



renewables which are currently cost competitive because of the supposed 
“neutral fuel mix policy” of the DOE. Critical hydro power plants either cease to 
operate, ie due to LGU assessments, or approvals required from the infamous 
NCIP to name a few. 
 
The power supply situation will be very very critical this summer of 2022 and its 
election period to boot. 
 
 

COST OF POWER 
 
While coal was predominantly cheaper in the past, recent world energy crunch 
experienced together with a shortage of coal supply have driven coal prices from 
$40/mt to $220/mt, In addition, world LNG prices increased from $8/mmbtu to 
$43/mmbtu. Thus this produces a double whammy on generation cost. Thus, if 
we had a more balanced energy mix together with renewable power plants, the 
impact would have been somewhat mitigated. Specifically, a coal plants 
generation cost previously was P4.52-4.71/kwh in January 2021, now its at P6.06-
7.85/kwh. Natural gas prices increased from P4.00/kwh to P5.40/kwh during the 
same period. In terms of total generation cost, Meralco’s gen cost in January 2021 
was averaging P4.40/kwh now its P5.00/kwh and rising. 
 
Business has always advocated not only a reliable supply but stable prices of 
electricity. Note that Phil industries cannot compete with our Asean neighbors 
because their fuel costs are heavily subsidized and/or have significant indigenous 
fuel sources ie Indonesia, Malaysia, Thailand, etc. 
 

DEMAND 
 
The Philippines has been fortunate that due to Covid 19, demand decreased by 
approximately 13% in 2021 and had very minimal growth in 2022 due to the 
lockdowns imposed by government. However, once the economy opens, demand 
is expected to pick up at approximately 5.28% annually, this translates to a 
demand growth of close to 600MW(Luzon) or close to 800MW (total Philippines 
per year. 
 



Demand side management is the solution to tempering the growth of our energy 
demand. This comes in the form of : a) energy efficiency studies to lower the 
energy consumption of industries; b) shifting operations from peak to off-peak 
hours and availing of time of use tariffs; c) installation of rooftop solar panels to 
assist in peak load production, etc. In addition, business can explore contracting 
directly with generators under the RCOA provisions and GEOP options in order to 
lower their cost of production, ie. Generation cost is approximately P1.00/kwh 
cheaper from RCOA/GEOP than the average generation cost of utilities. 
 
Lastly, the MAP Committee on Energy is preparing a power industry guidelines 
addressed to the presidential aspirants as a guide to assure reliable power. 
 
In summary, I wish to apologize for projecting a dim future for the power industry 
and I don’t want to be branded as the boy who cried wolf. But reality bites the 
dust and business has to be prepared for a double whammy of reliable power 
supply coupled with a significant increase in cost in the very near future. 
 
Thank you for your kind attention. 
 
 


