
 

 

 

 

 

 

 

 
 

 

 

 

 

BY 

 

Majah-Leah V. Ravago 

 

 

Working Paper No.2023-01 

 

 

 

 

 

 

 

 

 

 
Rm. 409 4/F, Dr. Ricardo & Rosita Leong Hall, 
Ateneo de Manila University 

Loyola Heights, Quezon City 1108, Philippines 

Telephone: (632) 8426 6001 Local 5221 or 5222 

Telefax: (632) 8426 5661 

ww.ateneo.edu/ls/soss/economics 
 

ADMU Econ-ACERD working papers are preliminary versions of research 
papers that have not been published in a journal or vetted through a peer-
review process. The purpose of circulation is to elicit comments and 
suggestions. The contents or opinions expressed in the paper are the author(s)’ 
sole responsibility and do not necessarily reflect the views of Ateneo de Manila 
University. Any errors of commission or omission are the author(s)’ and should 
not be attributed to any of the above. 
 

   The Nature and Causes of High Philippine 
Electricity Price and Potential Remedies 

January 19, 2022 



  

The Nature and Causes of High Philippine Electricity Price and Potential Remedies 
 

Majah-Leah V. Ravago 
Ateneo de Manila University 

 
 

Abstract 
 
 
 

This paper investigates the nature and causes of high electricity prices in the Philippines. 
To understand the nature of the problem, we examine the industry’s structure and the ensuing 
composition of the electricity tariff. Since 2001, the electricity industry has been undergoing a 
gradual transformation. From being vertically integrated, where the government holds the 
monopoly over transmission and owns most of the generation assets, the functions of generation, 
transmission, distribution, and retailing have been unbundled, and, at the same time, an electricity 
spot market has been established. Concurrent with the unbundling of functions is the unbundling 
of electricity rates. Two decades since the reform, the electricity rates in the Philippines are still 
among the highest. The paper identifies the causes and offers potential remedies. 
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The Nature and Causes of High Philippine Electricity Price and Potential Remedies 
Majah-Leah V. Ravago 

1. Context and Introduction 

The Philippine electricity prices have been among the highest in the ASEAN region. Figure 
1 shows that the Philippine residential rates in 2021 (at constant 2015 prices) were USc 13.81/kWh 
versus USc 18.03/kWh in Singapore, USc 10/kWh in Thailand, USc 8.12/kWh in Indonesia, and 
USc 4.58/kWh in Malaysia. The industrial rates were also second highest in the Philippines in 
2019 (USc 8.72/kWh) than in the rest of ASEAN except for Singapore (USc 12.12/kWh).  As in 
many other countries, the industrial rates are lower than residential primarily because of the 
difference in transmission and distribution costs since the former can connect to high-voltage lines  
(Yokota & Kutani, 2017). The relatively higher cost of electricity deters investments in the 
growth-enhancing manufacturing sector as it raises the cost of doing business in the country. 
Cross-country evidence shows a strong negative correlation between foreign direct investment 
(FDI) inflows and electricity prices, which contributes to the premature deindustrialization of the 
country (Ravago et al., 2019). 

Figure 1.  Electricity prices: Philippines vis-à-vis neighboring countries.  

 
Notes: Data are for July 2018, December 2019, September 2020, and December 2021. Industrial 
prices are for medium industries. Values are converted to constant 2015 prices using the consumer 
price index.  Sources of primary data: Digital Energy Asia (n.d.),  PYC Data Center (2019), 
UNESCAP (2020), Global Petrol (2021), World Bank, World Development Indicators (2022). 

2. The Nature of High Electricity Prices 

Understanding why prices are high in the Philippines requires an examination of the 
structure of the industry and the ensuing composition of the electricity tariff. Intending to increase 
competition and lowering market prices, the landmark passage of the Electric Power Industry 
Reform Act (EPIRA) of 2001 (Republic Act (RA) 9136) gradually transformed the electricity 
sector in the country. From being vertically integrated, where the National Power Corporation 
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holds the monopoly over transmission and owned most of the generation assets, EPIRA unbundled 
the functions of generation, transmission, distribution, and retailing and, at the same time, 
established the Wholesale Electricity Spot Market (WESM). Like in all other deregulated 
electricity jurisdictions, transmission and distribution remained regulated monopolies. The 
generation and the retail or supply sectors were privatized and were meant to be competitive. The 
Retail Competition and Open Access (RCOA) was designed to gradually increase competition to 
allow all consumers down to the households to switch retailers at any time, similar to Singapore, 
New Zealand, and Japan. The retail competition was deliberately planned to be implemented in 
phases using consumption levels as standards of contestability. Initially, only large customers with 
1 MW consumption are made “contestable” and then move gradually to include customers with 
lower consumption. They are referred to as contestable customers because retailers compete for 
their business. Contestable customers contrast with captive customers who are under the franchise 
area of a distribution utility (DU).  By EPIRA’s timeline, RCOA should have been completed, 
but by the end of 2021, contestable customers were only at the level of those who consume an 
average of 500 kW per month (Figure 2). 

Figure 2. Timeline in EPIRA: Stated vs. Actual. 

 
Source: Updated from  Ravago et al. 2018 

Concomitant to the unbundling of functions is the unbundling of electricity rates. The 
unbundling of rates and functions is meant to set up the stage for the eventual completion of 
RCOA – the ultimate goal of the EPIRA. Figure 3 shows the breakdown of Meralco’s electricity 
rates in 2015 and 2021, reflective of EPIRA’s mandate of unbundling electricity rates charged to 
all customers. Meralco’s franchise in Luzon, by virtue of RA 9209 made it the largest DU in the 
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country. It accounts for 55% of energy sales, 46% of the country’s GDP and 60% of the 
manufacturing output generated within its franchise area (Taruc, 2016).    

Figure 3. Breakdown of electricity rates of Meralco 2015 and 2021. 

 

 
Notes: Distribution (Meralco) charge includes generator wheeling customers who are only charged the 
distribution, supply, and metering charges and includes the Distribution Rate True Up refund, which was 
implemented starting March 2021 following a provisional approval by the ERC. The generation rate only 
applies to customers supplied by Meralco. FIT-Allowance rate excludes contestable customers and Cavite 
Ecozone (CEZ). The Universal Charges rate excludes CEZ. Source of basic data: Meralco (2022) 

The generation charge constitutes more than 50% of the total bill. The average generation 
charges increased from 54% in 2015 to 58% in 2021. The generation charge that customers see on 
their bill is the “blended rate” or the tariff-weighted average of the various generation sources of 
the DU. WESM prices constitute, on average, about 10-15% of the monthly generation charge. 
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EPIRA mandated all distribution utilities to source a minimum of 10% of their power requirements 
from WESM for the first five years of their establishment.   On average, Meralco sourced about 
6-7% of its requirement from WESM. The rest comes from their bilateral contracts with generation 
companies using coal, natural gas, renewables, diesel, and oil. Bilateral contracts range from 3-25 
years. Figure 4 shows that electricity in Luzon is fueled mainly by natural gas and coal. All the 
indigenous gas from Malampaya is utilized in Luzon. 

Figure 4. Meralco’s fuel mix and average generation charge by source, 2015 and 2021. 

    

 
Source of basic data: Meralco (2022) 
 
 As the transmission and distribution sectors are regulated monopolies, the rates are set by 
the Energy Regulatory Commission (ERC), allowing the DUs and the transmission concessionaire 
(i.e., National Grid Corporation of the Philippines or NGCP) the recovery of just and reasonable 
costs, and in return enabling them to operate viably (EPIRA Sec. 43f). The transmission costs 
constitute the transmission wheeling rates as approved by ERC using performance-based 
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regulation, the contract costs for ancillary services, and the high operating costs or project 
investments. The distribution wheeling rates determine the distribution costs, where ERC 
approves the rate-setting methodology and the DUs' high operating costs or project investments. 
The ERC also approves bilateral contracts entered by the DUs with generation companies. In 
2021, distribution and transmission costs comprised 26% and 8% of Meralco’s residential bill, 
respectively (Figure 3). 
  

The cost of system loss accounts for 4% of Meralco’s bill. This is the cost of power due to 
technical and non-technical losses (e.g., pilferage, meter tampering, reading errors, etc.). The 
system loss charge is affected by two things: (i) the distribution system loss level of the utility 
and (ii) the cost of purchased power, which includes pilferage and both generation and 
transmission costs. Holding constant the system loss level and the transmission cost, the system 
loss charge also goes up if the generation charge goes up.  The system loss charge changes with 
the generation/transmission charges and with the DU’s system loss level. In effect, the systems 
loss charge is calculated as a residual from the total cost of purchased power, less the system loss 
level, transmission charges, and power sales.   

 
The ERC set universal charges now account for about 1% of the electricity bill. They are 

comprised of the recovery of NPC stranded debt and contract costs, spread over 15-25 years since 
the effectivity of EPIRA; the recovery of utilities’ stranded contract costs, spread over 15-25 years 
since the effectivity of EPIRA; the missionary electrification costs; the charges to equalize taxes 
and royalties applied to indigenous or renewable sources of energy vis-à-vis imported energy fuels; 
and the environmental charge.  

 
The cross-subsidies charge referring to under-recoveries of inter-class cross subsidy was 

included as part of the universal charges but only for three years since the effectivity of EPIRA.  
Inter-class subsidies were imposed on industrial and commercial customers to lower the rates for 
residential and other end-users, such as hospitals. Meralco could not recover the subsidy it had 
advanced in full and subsequently got approval from ERC to recover the entire amount. 

 
EPIRA retained two subsidies: lifeline and senior citizens, both reflected in the Meralco 

bill as subsidy charges. The former is a socialized pricing mechanism for customers with less than 
100 kWh consumption. In contrast, the latter is given only to registered senior citizens with a 
monthly consumption not exceeding 100 kWh.  

 
EPIRA provides for a zero-rated value-added tax (VAT) on the sales of generated power 

pursuant to its objective of lowering electricity rates. However, the amendment of the internal 
revenue code (RA 9337) in 2005 slapped the VAT at all levels of the electricity supply chain (see 
Table 1).  To mitigate its impact, the national franchise tax imposed on the DUs was removed 
(NTRC, 2011). To date, taxes constitute the 10% VAT and current taxes.  The current taxes are 
the real property taxes, the local franchise tax, and the business tax levied by the local government 
units. As a percentage tax, the VAT burden on consumers rises with the increase in the 
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components of electricity rates. As shown in Table 1, customers also pay taxes on systems loss 
and subsidies – the part of the electricity they did not consume. All taxes are passed through to 
the end-users and are recovered by the DUs.  
 

The latest addition to the component of electricity rates is the feed-in-tariff allowance or 
FIT-All. As reflected in the Meralco bill starting in February 2015, a rate of PhP 0.0406 per kWh 
(Figure 3) was charged to all electricity consumers following the passage of the Renewable Energy 
(RE) Law (RA 9153) in 2008. In the pursuit of a transition to cleaner energy, the law provides 
incentive subsidies to investors in RE such as solar, wind, biomass and small hydropower to 
increase the RE share in the country’s energy mix. The FIT system requires sourcing electricity 
from RE generation at a guaranteed fixed price for 20 years to be determined by the ERC, on top 
of the other incentives. In May 2018, ERC approved TransCo’s request to charge PhP 0.0733 per 
kWh citing that the FIT-All collections were insufficient to cover unpaid dues from 2016-2017. 

 
Table 1.  The sample was taken from a Meralco bill reflecting government taxes. 
Government Taxes 10.53%   266.36 
     Current RPT (PhP/kWh) 234 kWh 0.0066 1.54 
     Local Franchise Tax 2196.03 0.6270% 13.77 
VALUE ADDED TAX    
     Generation Charge 1534.81 11.2600% 172.88 
     Power Act Reduction   0.00 
     Transmission Charge 200.40 11.1000% 22.24 
     System Loss Charge 133.12 11.2400% 14.96 
     Distribution Charge 309.36 12.0000% 37.12 
     Subsidies and Others 32.58 12.0000% 3.91 

 

3. The Causes of High Electricity Prices 

The preceding laid out the nature of high electricity prices in the Philippines. What are 
the causes? Numerous studies have cited several reasons.  The low generation capacity due to less-
than-efficient (i.e., low-efficiency coal generators) legacy power plants were procured under 
independent power producer (IPP) contracts (del Mundo, 2014). These were long-term, expensive 
contracts with take-or-pay provisions guaranteed by the NPC. Relatedly, the take-or-pay bilateral 
contracts between Meralco and the gas companies assure a minimum purchase of natural gas 
generation, which reflects the inflexibility of gas delivery from Malampaya (Ravago & Roumasset, 
2021). When the gas supply was low in December 2021, this take-or-pay contract provision left 
Meralco, and ultimately the consumer, no choice but to source power from gas companies using 
the more expensive liquid fuels (Flores, 2021).  The 25-year bilateral contracts with the take-or-
pay provision of Meralco are about to end in 2025.    
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Another source of high prices is bureaucratic red tape (Clarete, 2018), cumbersome 
bureaucracy when undertaking investment in generation (Escresa, 2018), and local–central 
government impasse, e.g., the Redondo case (Fabella, 2018). Generation companies had to obtain 
over a hundred permits to approve their project. For small hydro-power plants, 3.7 years are 
needed to comply with over 48 permits before starting the business (Clarete, 2018; Escresa, 2018). 
These delays are opportunity costs of the value added that the investor could have generated.   
Removing red tape can potentially reduce electricity prices to as much as 6% or about 82 centavos 
per kWh (Clarete, 2018). The cost savings are reduced start-up costs in registering the business 
and the realized profit from operating on time. The case of the Redondo Coal Power Project in 
Subic is illustrative of the lengthy delays due to the local government’s objections despite the 
project’s compliance with all the national legal and environmental requirements. These governance 
failures left investors cold on pursuing power projects in the Philippines (Alonzo & Guanzon, 
2018), resulting in a dearth of new generation capacity in the face of growing demand (Abrenica, 
2014; Danao & Ducanes, 2018). Inadequate and unreliable capacity, coupled with growing 
demand, prompts the use of the more expensive oil-fired power plants that create spikes in the 
electricity market.  
 

These governance failures deter new entrants resulting in limited competition in the 
generation sector.   Matthes et al.  (2007) suggest that market dominance potentially exists when 
three firms control at least 50% of the market or five firms control 66% of the market. In 2015, 
KEPCO group, the Lopez companies, and Aboitiz held a large proportion of the generation market 
(Ravago & Roumasset, 2018).  KEPCO shifted into renewables in 2018 (Min-hee, 2018) and 
divested its Philippine coal investments in 2020 (Ha, 2020).  In 2021, the Lopez companies had 
the largest share in installed capacity in Luzon at 21%, followed by Aboitiz at 11%, then San 
Miguel Corporation (SMC) at 10% (Figures 5a).  For the Visayas, Lopez Group and Aboitiz 
Power hold 25% and 10%, respectively (Figure 5b). In Mindanao, 25% of the installed capacity is 
still with the government through PSALM. These high concentration ratios do not necessarily 
imply abuse of dominance. Nonetheless, having a few players in the generation sector makes it 
easy to coordinate their actions to the detriment of the consumers. For example, the recurring 
electricity shortages since the summer of 2016 (Amoguis, 2019; Araneta, 2021; Elemia, 2016; 
Lectura, 2016; Rey, 2021; Rivera, 2017) prompted the Department of Energy (DOE) to request 
an investigation by the Philippine Competition Commission (PCC) and the ERC on potential 
anti-competitive activities (Power Philippines News, 2021; Velasco, 2021). These shortages are 
mainly due to forced outages of several power plants coinciding, arousing suspicions that they 
were coordinated to raise prices in the electricity spot market. When forced outages coincide with 
scheduled and extended maintenance shutdowns, Meralco’s WESM purchases can go as high as 
14% of its total volume requirement, as in November and December 2013. This raises the blended 
generation charge to customers. 
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Figure 5a. The concentration of the generation market, Luzon. 
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Figure 5b. The concentration of the generation market, Visayas. 

 
 
Figure 5c. The concentration of the generation market, Mindanao. 

 
 

EPIRA’s provision on limited cross-ownership between the DU and the generation 
company is also a contributory factor to the little competition in the industry.  It contradicts the 
principal objective of ensuring transparent and reasonable electricity prices in a free and fair 
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competition regime. The possible transfer pricing from generation companies to affiliated 
distribution utilities may also increase prices (Abrenica, 2009; Ravago, Roumasset, et al., 2018). 
 

The conflicting goals of EPIRA 2001 and RE Law 2008 unnecessarily contribute to the 
high cost of electricity prices (Ravago & Roumasset, 2018). The central conflict between the two 
laws lies in how specific provisions of the RE Law seem to run counter to EPIRA’s goals of 
“affordability of the supply of electric power,” “reasonable prices of electricity,” and 
“competitiveness.” Renewable mandates and subsidies compromise EPIRA’s objectives of 
affordability, reliability, and security and the Tax Reform Law 2017 (RA 10963). Renewable 
subsidies lead to unnecessary burdens and economic waste and distort the efficient transition to 
cleaner energy (Ravago & Roumasset, 2018; Roumasset et al., 2018). The FIT is not set according 
to the marginal damage costs of the fuels but what the renewable "needs". Thus, it goes against 
the least social cost. Moreover, not everyone who applies gets a FIT, potentially opening the door 
to corruption and investment in rent-seeking to get the subsidy. Better to impose a 
pollution/carbon tax and let the market decide. Furthermore, this also results in a sub-optimal 
fuel mix (Ravago et al., 2018). 

 
While transmission costs are slightly higher in an archipelago, high prices persist even in 

large population clusters on the major islands, e.g., within the National Capital Region and its 
surrounding areas (Ravago & Roumasset, 2018). Currently, only the Luzon and Visayas grids are 
interconnected, although they are limited in capacity. Congestion persists, preventing parity in 
prices between the two grids. It also results in stranded power generation, as in one instance in 
the case of the renewables in Negros.  

 
“Over-taxation” of electricity is also cited as one of the reasons why electricity prices are 

high in the Philippines. As discussed in Section 2, EPIRA intended to exempt sales of generated 
power from VAT to lower electricity rates. However, the government’s need for more revenues 
included electricity when the revenue code was amended in 2005. Industry players have been 
raising complaints about the taxes imposed in all segments of the supply chain, and taxes, like 
everything else, are passed on to consumers. As shown in Table 1, customers also pay taxes on 
systems loss and subsidies – the part of the electricity they did not consume. With the new 
administration, the push for scrapping the VAT on electricity is being revived (M. M. Velasco, 
2022). One simulation exercise found that if VAT is removed, it will reduce prices by 2% (Clarete, 
2018). However, the same exercise also showed that removing the red tape is potentially three 
times as effective (as much as 6%) in reducing electricity prices.  Scrapping the VAT entirely is 
not the solution. What is needed is a reevaluation of the tax base so that consumers are not taxed 
for the goods they do not consume, i.e., tax on subsidies and systems loss charges. 
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4. Conclusions and Policy Recommendations 

By virtue of EPIRA Law, the previously vertically integrated functions of generation, 
transmission, distribution, and retailing of the electric power industry have been unbundled. At 
the same time, the WESM was established. Concurrent with the unbundling of functions is the 
unbundling of electricity rates. Thus, the electricity bill reflects EPIRA’s mandate of unbundling 
electricity rates charged to all customers, with generation cost accounting for more than 50%, 
followed by transmission and distribution at 28%. Such is the nature of electricity rates in the 
Philippines.   

 
Two decades after EPIRA, the electricity rates in the Philippines are still among the 

highest. There are many potential causes of high prices, including low generation capacity, 
governance failures, bureaucratic hurdles, and limited competition.  Does this mean EPIRA failed?   
While post-EPIRA prices have initially been higher, they are, nonetheless, growing at a slower 
rate (Ravago, Brucal, et al., 2018). This suggests that rates are likely to go down relative to 
without the reforms, especially if the vision of competition in both generation and retailing can 
be completed.  

 
What are the key reforms needed to make the industry more efficient? The following are 

potential remedies to aid in achieving efficient electricity prices. Focusing on the generation cost, 
which makes up more than fifty per cent of the bill, the key is to attract new investments. 
Removing lengthy bureaucratic hurdles and lowering the costs of business is critical. The passage 
of the Ease of Doing Business (RA 11032) and the Energy Virtual One-stop Shop (RA 11234) 
laws in 2018 and 2019, respectively, are promising ways forward.  However, government agencies' 
interpretation and implementation of the laws remain a challenge among the industry players. 
The key is to harmonize and streamline government agencies' rules and regulations and modernize 
their operation and processes through digitization according to the vision of these laws.   

 
In line with DOE’s previous pronouncement of “technological neutrality”, new investment 

in generation should use the most cost-competitive fuel sources. For the market to promote these, 
regulations need to be streamlined, and mandates and FIT subsidies should be replaced by fuel 
taxes that reflect the negative value of pollution.  

 
Given the depletion of Malampaya indigenous gas and the coronavirus disease 2019 

(COVID-19) pandemic, imported liquefied natural gas (LNG) presents an opportunity for the 
country toward a smooth and efficient transition to cleaner energy  (Ravago, 2022). Natural gas 
emits less carbon dioxide than coal (Muller, n.d. estimates 50 to 60% less). It eases the 
intermittency problem of solar and wind through its quick start-up and shutdown capacities. Due 
to the mounting environmental concerns with carbon emissions from coal, new investments in coal 
plants may be replaced by investments in LNG-fueled plants. " 

  
Another clean fuel that can be considered as an addition to the fuel mix is nuclear. 

Executive Order No. 164 on adopting a national position toward a nuclear energy program has 
set the stage for re-evaluating its entry into the fuel mix. The technology of nuclear power 
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generation has developed from big nuclear reactors to small modular reactors (SMRs). Unlike the 
former, which has a 600 to 1000 MW capacity, SMRs generate less than 300 MW per module and 
can also power large industrial complexes. Given the archipelagic nature of the Philippines, with 
several off-grid areas, SMRs may be a cost-effective form of distributed generation. However, given 
the controversy and safety issues surrounding the mothballed Bataan Nuclear Power Plant, it is 
prudent that any plans are studied scientifically and rigorously before the government allows 
investment in nuclear plants.  It is also critical that the government's scientific studies and actions 
be transparent and accepted by the public. Thus, depending on the management of risks, costs, 
and public acceptability, it may take years before nuclear power is included in the country’s fuel 
mix.  

 
Attracting the most cost-competitive generation should be accompanied by reconciling the 

two seemingly contradicting mandates-- EPIRA and the RE Law. The efficiency/affordability and 
environmental objectives can be reconciled through pollution taxes on fossil fuels used in the 
generation, thereby directing policy at the source of the harmful spillovers.  The coal and 
petroleum excise taxes in the 2017 tax reform address a big part of this, although they are 
incomplete. Addressing the externalities at the source both levels the playing field among fuel 
sources and promotes renewable and clean energy. The prices of petrochemicals increase with 
scarcity, and innovations reduce the costs of renewable sources (Chakravorty et al., 1997). Existing 
subsidies should be phased out to facilitate a transition to “technological neutrality”  (Philippine 
Daily Inquirer, 2017) as determined by the least social cost, including pollution costs.  The DOE 
needs only to interpret the least cost to include the social cost of pollution. The social cost of 
pollution includes both the domestic cost of carbon emissions and the costs of local pollutants 
(SO2, nitrous oxides, and particulate matter) that impinge on health.  The pronouncement of the 
DOE Secretary on the removal of FIT  (Dimagiba, 2021)is a step in the right direction. At the 
Joint Congressional Energy Commission meeting on April 27, 2021, the DOE Secretary 
recognized that the Philippines could not afford to subsidise RE producers. The need is to facilitate 
an efficient energy transition, not to force it prematurely with costly mandates and subsidies 
(Ravago & Roumasset, 2021). 

 
The liberalization of renewable energy generation is low-hanging fruit for reform. This 

aligns with the DOE’s “technological neutrality” policy, whereby the generation mix should satisfy 
the least cost criterion. Currently, investment in RE generation is subject to the 60-40 rule, where 
60% ownership must be Filipino.  This deters foreign investment and limits taking full advantage 
of the declining cost of wind and solar power. As mandated by the 1987 Constitution, the 
restriction emanates from the Internal Rules and Regulation (IRR) accompanying the RE Law of 
2008. It classifies solar and winds as “forces of potential energy” belonging to the state.  But this 
is a superfluous interpretation of the law (Angeles, 2020). This is low-hanging fruit for reform for 
the newly installed administration in 2022 since it only requires a change in the IRR or new 
legislation (Yang, 2021) and not necessarily a change in the constitution.   
 



 13 

 The limited competition can also be addressed by opening additional windows of 
competition, such as an active forward market (Ausubel & Cramton, 2010; Bushnell et al., 2008). 
This can help approximate competition even with a concentrated generation sector, provided that 
retailers and generators actively use it instead of bilateral contracts (Wolak, 2001).  
 

There is also a need to enhance the reliability of existing power plants and improve their 
maintenance scheduling. To discourage generation companies from using their planned and 
unplanned outages to exercise market power, jurisdictions worldwide are finding ways to establish 
clear and transparent rules for timely reporting and releasing of data on outages.  The Philippines 
can learn from the best practices of sunshine regulation (Wolak, 2009) in terms of outage reporting 
protocols.  
 

Full Implementation of RCOA Is needed to let the market work to facilitate a more 
competitive environment. The end goal of setting up a competitive retail sector serving households 
and commercial customers can signify the completion of the reforms spelt out in EPIRA.  This 
has been delayed for over a decade and should not be delayed any further.  
 

Including the social cost of pollution, removing subsidies, improving competition in the 
generation sector, liberalizing the RE sector, and fully implementing RCOA will foster an “efficient 
transition” from coal to cleaner energy. 

 
The second biggest portion of the electricity bill is the transmission and distribution 

cost at 29 per cent. This has remained roughly the same from 2015 to 2021. Resolving 
transmission congestion, especially between Luzon and the Visayas grid, could aid in reducing 
electricity prices and avoiding the stranded-power situation.   Relatedly is a need for 
coordination in investment in generation, transmission, and distribution. Due to limited 
connection and uncoordinated planning of investment in generation and transmission, there 
were several instances where power could not be exported outside of Negros Island and 
electricity from solar energy was competing and edging out geothermal energy. This situation 
pitted solar renewable energy against geothermal renewable energy. Better synchronization 
of investment power plants and transmission is needed. A well-conceived master plan, oriented 
to coordination, not coercion, that accounts for the current assessment of the industry and 
provides incentive-compatible arrangements will attract investors to bet on the country for the 
long term (Ravago et al., 2018).  

 
Finally, the government should be able to finance this investment when it has the fiscal 

space that it enjoyed before the pandemic. Financing and acquisition should be separate from the 
regulatory structure of transmission tariffs.  Investment in transmission expansion offers enormous 
potential benefits for efficiency by increasing access to low-cost generation, improving reliability, 
and mitigating market power (Ravago et al., 2018).   The stability and consistency of government 
policies are also crucial to fostering and encouraging private investment in power generation. 
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