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Accelerating Renewable Energy in the Philippines





In 2008, the Philippines marked a legislative milestone in the passage of Republic Act 
No. 9513, or the Renewable Energy (RE) Act, which sought to reduce the country’s 
dependence on fossil fuels and accelerate the development of RE nationwide. 
   
Recognized as the first and most comprehensive renewable energy law in Southeast Recognized as the first and most comprehensive renewable energy law in Southeast 
Asia, the RE Act signaled to energy players and stakeholders to embed RE into national 
development strategies and programs. However, it is only in recent years that we’ve 
seen the mechanisms of the law being fully implemented and realized—driven by the 
urgency of transitioning to low-carbon systems due to climate change while providing 
more access to cheaper and reliable electricity to our people. 
 
In this Murang Kuryente series on renewable energy, we feature the salient provisions In this Murang Kuryente series on renewable energy, we feature the salient provisions 
of the RE Act of 2008 and unpack its potential and mechanisms in reforming our 
country’s energy system to be more aligned with our climate and energy security 
goals. 
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The RE Act aims to promote the development, utilization, and commercialization of The RE Act aims to promote the development, utilization, and commercialization of 
renewable energy resources in the Philippines. It anchors on the premise that fossil 
fuel dependence exposes the country’s economy to importation costs and volatilities 
in the global market, such as price fluctuations and foreign exchange, that trickle down 
as additional costs to industries and consumers.................. ................ ................ ................ 
.............. .................... 
The law has the following objectives: 
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Accelerate the exploration and development of RE to achieve energy 
self-reliance, through the adoption of sustainable energy development 
strategies. / / / / / / / / / / / / / / / / / / / / / / / / / / / / / / / / / / / / / / / / / / / / . / / / / / / /

Increase the use of RE by developing national and local capabilities and 
providing fiscal and non-fiscal incentives. 

Encourage the development and use of RE as tools to eĳectively prevent Encourage the development and use of RE as tools to eĳectively prevent 
or reduce harmful emissions and thereby balance the goals of economic 
growth and development. 

Establish the necessary infrastructure and mechanisms to carry out the 
mandates in this law and related laws. . A c t
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The RE Act is seen as a vehicle to achieve the clean energy scenario of the Philippines The RE Act is seen as a vehicle to achieve the clean energy scenario of the Philippines 
that targets to increase the share of RE in the country’s power generation mix to 35% 
by 2030 and 50% by 2040. 
 
To advance RE, diĳerent energy mechanisms were put in place, such as the (1) To advance RE, diĳerent energy mechanisms were put in place, such as the (1) 
Renewable Portfolio Standards (RPS), (2) Feed-in Tariĳ (FIT) System, (3) Renewable 
Energy Market (REM), (4) Net-metering, (5) Green Energy Option Program (GEOP), 
(6) Renewable Energy Development in Oĳ-Grid Areas, and (7) Government Share.
......................................................................................................................................................

�

Renewable Portfolio Standard. 
Distribution utilities, electric cooperatives, and retail electricity suppliers 
are mandated to partake in the RPS, which sets the minimum percentage 
that they must source or generate from RE resources every year, starting 
at 1% in 2020. 
 
In 2023, the RPS was increased to 2.52% and is still subject to increase to In 2023, the RPS was increased to 2.52% and is still subject to increase to 
achieve the target of the country’s clean energy scenario. 
 
Feed-in Tariĳ System. 
The FIT system subsidizes and incentivizes RE generators by allowing fixed 
payments in contracts and priority connection to the grid. FIT resumed in 
2024 after its temporary suspension in 2021 when the costs of RE 
technologies and systems became more competitive. 

Renewable Energy Market. 
REM serves as an avenue for distribution utilities, electric cooperatives, REM serves as an avenue for distribution utilities, electric cooperatives, 
and retail electricity suppliers to grant and trade Renewable Energy 
Certificates (REC), necessary for the validation of the RPS. Each 
certificate equates to one megawatt per hour renewable energy 
generation. 
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Net-metering for Renewable Energy. 
The net-metering program allows end-users with less than 100 kilowatts 
per hour installed RE capacity to export excess generated power to their 
distribution utility for gained credits that can be deducted from the next 
monthly bill. 
 
However, the program clarifies that end-users remain as net customers. However, the program clarifies that end-users remain as net customers. 
This means that their consumption should still be higher than generation; 
thus, net-metering programs must not be ventured for business purposes.
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Renewable Energy Development in Oĳ-Grid Areas. 
In providing missionary electrification, the National Power Corporation’s 
Small Power Utilities Group must source a minimum percentage of its total 
annual generation from available renewable energy resources in the area. 

Green Energy Option Program. 
End-users with an average monthly peak demand of at least 100 kilowatts 
for the past 12 months can participate in GEOP to source 100% power 
from RE suppliers. 
 
GEOP switchers gain significant financial savings from cheaper power GEOP switchers gain significant financial savings from cheaper power 
costs and improved sustainable portfolios while contributing to the goal of 
increasing the share of RE in the power mix. 
 

 
Government Share.
The government’s share for existing and new RE projects should be 
equivalent to 1% of the developer’s gross income but should be 1.5% for 
geothermal energy. This is waived for microscale projects or those that are 
not greater than 100 kilowatts per hour. 
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Developers of RE facilities are entitled to fiscal and non-fiscal incentives: 

�

Income Tax Holiday. 
New RE developments shall be exempted from income taxes for the first 
seven years of their commercial operations. 

Duty-free Importation of RE Machinery, Equipment, and Materials. 
RE developers receive free tariĳ duties during their first 10 years of 
operations. 
 
Special Realty Tax Rates on Equipment and Machinery. 
Realty and other taxes on the development and improvement of RE energy 
facilities should not exceed 1.5% of their net book value. 

 Net Operating Loss Carry-Over. 
The allowable deductions on the gross income that have not been oĳset in 
the first three years shall be carried over as deductions on the gross 
income in the next seven consecutive taxable years. 

 
Corporate Tax Rate. 
A 10% corporate tax rate shall be imposed on RE developers after the 
seven-year income tax holiday. 
 

 

Accelerated Depreciation. 
RE developers can apply for accelerated depreciation if the income tax 
holiday is not fully claimed. 
 
 

 

Zero Percent Value-Added Tax Rate. 
RE developers can apply for accelerated depreciation if the income tax 
holiday is not fully claimed. 
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Cash Incentive of Renewable Energy Developers for Missionary Electrification.  
RE developers engaged in missionary electrification of oĳ-grid areas are 
entitled to a cash generation-based incentive per kilowatt hour rate generated 
power. 
 

 

 

Tax Exemption of Carbon Credits. 
The gross income of renewable energy developers shall be exempted from 
carbon tax credits. 
  

 

 

Tax Credit on Domestic Capital Equipment and Services. 
RE developers who purchase from a domestic manufacturer shall receive a full 
tax credit. 
  

 

 

Manufacturers and suppliers of locally-produced renewable energy equipment and 
components can also enjoy tax and duty-free importation, income tax holidays, and 
zero VAT transactions. Moreover, farmers engaged in the plantation of biomass 
resources are also entitled to duty-free importation and VAT exemption on 
agricultural inputs, equipment, and machinery. 
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Creation of the National Renewable Energy Board (NREB), which is an 
advisory and recommendatory board, and the Renewable Energy 
Management Bureau (REMB) under DOE. 

Establishment of the Renewable Energy Trust Fund (RETF) 
to finance, research, develop, and promote RE systems; 
conduct market assessments; and propagate knowledge on 
renewable energy. 

Provision of preferential financial packages (Financial Assistance Program) 
by government financial institutions for renewable energy projects 
endorsed by the DOE. 
 
 Adoption of Waste-to-Energy Technologies or the conversion of 
biodegradable materials to energy, in compliance with the Clean Air Act 
and the Ecological Solid Waste Management Act. 
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We see the stark difference when looking at the percentage shares. For example, the 2023 
power generation figures recorded a 22.3% share of renewable energy and a 77.7% share of 
fossil fuels in our energy mix, revealing an 11.6% decline for renewable energy (and an 11.6% 
increase for fossil fuels) from its share in 2008. 
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WESM arranges these oĳers from the cheapest to the most expensive—a 
procedure called the “merit order system.”  This urges companies to bid the 
cheapest possible prices they can oĳer in order to be prioritized. 

The cumulative oĳers that will meet the total load requirement will be 
dispatched. 

The generation company with the highest price included in the dispatch sets 
the marginal price, which will also be the amount paid to the other dispatched 
companies regardless of cheaper oĳers. 
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Electricity in the Philippines is among the highest in Asia because distribution utilities 
and electric cooperatives heavily source power from fossil fuel companies. 

In 2023, the country generated 77.7% of its power from coal, oil, and natural gas which In 2023, the country generated 77.7% of its power from coal, oil, and natural gas which 
are exposed to price volatilities and foreign exchange costs in the global energy 
market; therefore, largely influencing the power costs shouldered by consumers.

The monthly electricity bill is computed through the total amount of all generation 
charges, transmission charges, distribution charges, government taxes, and other 
charges. 

��

Generation Charge.
Largest component of your bill, which includes the generation charge or 
the weighted average costs of electricity sold by suppliers to the 
distribution utility. 

Government Taxes.
Include franchise taxes, value-added taxes, and energy tax. 

Other Charges.
Include system loss, universal charges, and subsidies. 

Transmission Charge.
Cost of transmitting electricity from suppliers to distribution system, paid 
to the National Grid Corporation of the Philippines (NGCP). 

Distribution Charge.
Only portion paid to the distribution utility, which includes metering 
(operation of metering facilities and equipment) and supply charges 
(customer services). 
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The country’s energy regulatory practice allows consumers to pay for pasaload, 
which is hidden in the generation charge in our monthly electricity bill. Pasaload 
is the term energy experts have used to describe the automatic fuel 
pass-through provision in power contracts, which allows power producers and 
distributors to pass on additional costs from global market price fluctuations of 
importing fossil fuels (coal, oil, and gas) to the consumers. 

��
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Generation
Charges

Other Charges

Taxes

Distribution 
Charge

Transmission Charge

*Based on Based on MERALCO May 2022 bill
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Coal-fired Power Plants.
These have the highest average generation cost per kWh in the breakdown. 
We heavily import coal, which is volatile to global market crises and prices.
 

Pasaload drives up the average generation costs (majority of the bill) from fossil fuel 
companies, jacking up our electricity bill. This benefits fossil fuel companies but is a 
burden to consumers who shoulder the risks and pay more for electricity whenever the 
cost of coal, oil, and gas goes up in the world market. 
 

*Based on MERALCO's generation charges [May 2022]
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For decades, fossil fuel companies have enjoyed risk-free business operations due to 
pasaload, while consumers suĳer by paying for this. Meanwhile, there is no pasaload in 
renewable energy resources because these are not imported and are locally abundant. 
This is proof that sourcing more power from renewable energy will lower electricity 
costs. 

Baseload power plants, such as coal, are not flexible to match the variability of the Baseload power plants, such as coal, are not flexible to match the variability of the 
Philippine load profile, but variable power plants, which include solar and wind energy, 
can adapt to the changing load demands yet maintain cheap marginal costs. If enough 
variable power plants enter the spot market, electricity costs can further decrease and 
cleaner and more reliable energy would be dispatched to meet the required load 
demand. 

Agusan del Norte Electric Cooperative, Inc. (ANECO) harnesses energy from five independent power producers, 
all of which are from fossil fuel companies except Asiga Green Energy Corporation. Asiga operates through 

hydroelectric power amounting to the cheapest generation cost among the breakdown. ANECO acquired almost the 
same quantity of power from Asiga (renewable) and FDC (coal) but the latter incurred more than twice 

the cost Asiga oĳered.






