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Increasing gas imports will raise electricity
prices in the Philippines

Key points:

e According to the Philippine government's energy plans, LNG imports will rise 508%
between 2025 and 2029 as the domestic gas supply dwindles - a six-fold increase.

e LNG imports will cost an estimated USD 3.9 billion (PHP 218 billion) from 2025 to
2029, approximately USD 841 million (PHP 47 billion) more than domestic gas would
cost over the same period.

e The LNG import facilities set to begin operating between 2025 and 2029 will cost
approximately USD 1.5 billion (PHP 83.7 billion) to build, bringing the total estimated
cost of meeting gas demand over the period to USD 5.4 billion (PHP 301.5 billion).

e Costly LNC imports and expensive new facilities could raise generation costs by
11%-24%, pushing up electricity bills for households and industrial consumers.

e The cost of renewables, such as solar and onshore wind, is falling below that of gas in
the Philippines. Relying on renewables for power would likely result in cheaper
electricity than imported LNG.

e The Philippines has enough renewable energy potential to meet its future electricity
demand.

e Shifting to renewable power is a vital step towards decarbonisation, as energy
accounts for almost 60% of the Philippines” emissions.

The Philippines plans to increase gas imports as domestic supply
wanes

The only domestic source of gas in the Philippines is the Malampaya gas field, located
offshore the Island of Palawan in the western Philippines. The country’s Department of

Energy predicted that the field’s supply would run out in 2024, while other sources say it
could deplete by 2027. The country has no other operational gas fields, and there is a risk
that all 10 GW of existing and upcoming gas plants in the Philippines will have to run

entirely on imported gas as of 2025.

Despite this, the government’s 2023 Philippines Energy Plan (PEP) foresees that the share of
gas in electricity generation will rise from 16% in 2022 to 24% in 2040, and nearly 35% in
2050.

The planned growth in gas use will partially rely on imports of liquified natural gas (LNG), a
type of gas that is cooled into liquid form for easy transport, to compensate for the waning
domestic supply. According to the PEP’s reference scenario, LNG imports are forecast to
rise 508% between 2025 and 2029 - a six-fold increase (see figure 1).’

' Zero Carbon Analytics analysis, Philippines Department of Energy (2023), Philippine Energy Plan 2023 -
2050 Volume |, available via Department of Energy, accessed on June 4 2025.
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https://doe.gov.ph/press-releases/doe-statement-malampaya-phases-2-and-3#:~:text=will%20run%20out%20by%202024
https://ieefa.org/resources/draft-natural-gas-rules-philippines-ignore-high-costs-and-economic-consequences#:~:text=But%20the%20Malampaya%20field%20is%20expected%20to%20run%20dry%20by%202027%2C%20meaning%20the%20country%20could%20be%20entirely%20dependent%20on%20LNG%20without%20new%20gas%20discoveries
https://globalenergymonitor.org/wp-content/uploads/2024/05/GEM_SEAsiaGasReport_2024.pdf#page=7
https://www.oecd.org/content/dam/oecd/en/publications/reports/2024/02/clean-energy-finance-and-investment-roadmap-of-the-philippines_2831a466/7a13719d-en.pdf#page=30
https://www.oecd.org/content/dam/oecd/en/publications/reports/2024/02/clean-energy-finance-and-investment-roadmap-of-the-philippines_2831a466/7a13719d-en.pdf#page=30
https://legacy.doe.gov.ph/sites/default/files/pdf/pep/PEP%202023-2050%20Vol.%20I.pdf#page=88
https://legacy.doe.gov.ph/sites/default/files/pdf/pep/PEP%202023-2050%20Vol.%20I.pdf#page=122
https://legacy.doe.gov.ph/sites/default/files/pdf/pep/PEP%202023-2050%20Vol.%20I.pdf#page=122

Fig. 1. LNG imports in the Philippines set to increase six-fold between 2025
and 2029
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Source: Philippines Energy Plan, BP « The figures above reflect the net imported gas figures from the PEP's
reference scenario. The original figures for gas imports in the PEP were in million tons of oil equivalent (MTOE)
which were converted to million tons per annum (mtpa), using BP's approximate conversion factors.

Our calculations find that annual LNG import costs are set to triple in the Philippines
between 2025 and 2029, from USD 348.2 million to USD 1.12 billion per year (see Figure 2).

LNG imports will cost an estimated USD 3.9 billion (PHP 218 billion) in total over the
period,? approximately USD 841 million (PHP 47 billion) more than domestic gas.> As an
annual average, imported LNG will cost 46% more per year than domestic gas.*

2 Zero Carbon Analytics analysis of Bloomberg JKM data (LNG Japan/Korea Marker (JKM) prices - the
prices of LNGC delivered to Japan, Korea, Taiwan and China). We used the futures prices as a proxy for
forecasted spot prices.

3 Zero Carbon Analytics analysis, Ateneo Center for Economic Research and Development (2023), The
cost structure of electricity in the Philippines and other Asian countries: A Comparative Note, available
via Ateneo Center platform, accessed on June 4 2025. This calculation is based on the cost of domestic
gas in 2021, which was USD 7.24/MMBtu.

* Zero Carbon Analytics analysis, Ateneo Center for Economic Research and Development (2023), The
cost structure of electricity in the Philippines and other Asian countries: A Comparative Note, available
via Ateneo Center platform, accessed on June 4 2025.
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https://www.ateneo.edu/sites/default/files/2023-01/AdMU%20WP%202023-02.pdf#page=11
https://www.ateneo.edu/sites/default/files/2023-01/AdMU%20WP%202023-02.pdf#page=11
https://aura.abdn.ac.uk/bitstream/handle/2164/6276/DP_16_8.pdf?sequence=1

Fig. 2. LNG import costs in the Philippines set to triple between 2025 and

2029
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Source: Zero Carbon Analytics analysis, Philippines Energy Plan, Bloomberg « These figures were calculated by
multiplying the amount of gas imports per year with the average LNG Japan/Korea Marker (JKM) prices from
Bloomberg Terminal. LNG import costs refer to the cost of LNG imports excluding production costs.

Global LNG prices are predicted to settle at USD 14 to 15 million British thermal units
(MMBtu) in 2025, having fallen from record levels since 2022.

However, LNG prices have historically been volatile in Asia. After Russia’s invasion of
Ukraine in 2022, spot LNG prices in Asian markets averaged USD 34 MMBtu, more than
double the average of the previous year. This contributed to countries including Bangladesh
and Pakistan facing blackouts, as they could not afford to buy enough LNG to meet energy
demand. Between 2021 and 2023, monthly LNG prices were three times higher than those
of coal on average.

LNG imports have been expensive for the Philippines in the past. According to the Institute
for Energy Economics and Financial Analysis (IEEFA), the Philippines’ first two LNG

shipments cost nearly USD 90 million (PHP 5.1 billion) in 2023.

New LNG import facilities will cost billions

The country is also planning to build new LNG import facilities that could bring in 21 million

tons per annum (mtpa) of LNG - nearly half of Southeast Asia’s total planned import
capacity. Five LNG import terminals are in development as of June 2025, and two started

operating in 2023.°

®> While Independent Commodity Intelligence Services (ICIS) states that four terminals are in
development, according to Offshore Energy, FirstGen is also developing an onshore terminal in Batangas
as an addition to its FirstGen Batangas FSRU, which is seen as an interim solution.
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https://www.gasworld.com/story/lng-prices-to-ease-in-2025-after-new-lows-last-year/2150135.article/#:~:text=LNG%20prices%20are%20forecast%20to,ongoing%20geopolitical%20uncertainty%20and%20disruptions.
https://www.gasworld.com/story/lng-prices-to-ease-in-2025-after-new-lows-last-year/2150135.article/#:~:text=LNG%20prices%20are%20forecast%20to,ongoing%20geopolitical%20uncertainty%20and%20disruptions.
https://ieefa.org/resources/asias-lower-lng-demand-2022-highlights-challenges-industry-growth#:~:text=%EF%83%A0-,LNG%20prices%20in%20Asian%20spot%20markets%20averaged%20US%2434%20per%20million%20British%20thermal%20unit%20(MMBtu)%20in%202022%2C%20more%20than%20double%20the%20annual%20average%20in%202021.,-Consequently%2C%20Asian%20LNG
https://www.dw.com/en/lng-european-thirst-for-natural-gas-puts-bangladesh-and-pakistan-in-the-dark/a-63401354#:~:text=The%20consequences%20for%20certain%20countries%20are%20stark.%20Last%20week%2C%20Bangladesh%20suffered%20its%20worst%20blackouts%20in%20almost%20a%20decade%2C%20with%20more%20than%20100%20million%20people%20left%20without%20power%20for%20several%20hours.%20For%20months%2C%20Bangladesh%20has%20been%20struggling%20to%20secure%20enough%20gas%20on%20global%20markets.
https://www.dw.com/en/lng-european-thirst-for-natural-gas-puts-bangladesh-and-pakistan-in-the-dark/a-63401354#:~:text=The%20consequences%20for%20certain%20countries%20are%20stark.%20Last%20week%2C%20Bangladesh%20suffered%20its%20worst%20blackouts%20in%20almost%20a%20decade%2C%20with%20more%20than%20100%20million%20people%20left%20without%20power%20for%20several%20hours.%20For%20months%2C%20Bangladesh%20has%20been%20struggling%20to%20secure%20enough%20gas%20on%20global%20markets.
https://ieefa.org/resources/draft-natural-gas-rules-philippines-ignore-high-costs-and-economic-consequences#:~:text=Importantly%2C%20LNG%20is%20significantly%20more%20expensive%20than%20other%20energy%20sources.%20Since%20January%202021%2C%20monthly%20coal%20prices%20have%20averaged%20US%248.39/MMBtu%20%E2%80%94%20nearly%20three%20times%20lower%20than%20average%20JKM%20LNG%20prices%20of%20US%2422.79/MMBtu.
https://ieefa.org/resources/draft-natural-gas-rules-philippines-ignore-high-costs-and-economic-consequences#:~:text=Importantly%2C%20LNG%20is%20significantly%20more%20expensive%20than%20other%20energy%20sources.%20Since%20January%202021%2C%20monthly%20coal%20prices%20have%20averaged%20US%248.39/MMBtu%20%E2%80%94%20nearly%20three%20times%20lower%20than%20average%20JKM%20LNG%20prices%20of%20US%2422.79/MMBtu.
https://ieefa.org/resources/draft-natural-gas-rules-philippines-ignore-high-costs-and-economic-consequences#:~:text=The%20Philippines%20imported%20its%20first%20two%20shipments%20of%20liquefied%20natural%20gas%20(LNG)%20at%20a%20combined%20cost%20of%20nearly%20US%2490%20million%20(P5.1%20billion)
https://ieefa.org/resources/draft-natural-gas-rules-philippines-ignore-high-costs-and-economic-consequences#:~:text=The%20Philippines%20imported%20its%20first%20two%20shipments%20of%20liquefied%20natural%20gas%20(LNG)%20at%20a%20combined%20cost%20of%20nearly%20US%2490%20million%20(P5.1%20billion)
https://globalenergymonitor.org/wp-content/uploads/2024/05/GEM_SEAsiaGasReport_2024.pdf#page=7
https://globalenergymonitor.org/wp-content/uploads/2024/05/GEM_SEAsiaGasReport_2024.pdf#page=7
https://globalenergymonitor.org/wp-content/uploads/2024/05/GEM_SEAsiaGasReport_2024.pdf#page=4
https://www.icis.com/explore/resources/news/2024/11/22/11053419/overview-of-lng-gas-infrastructure-in-the-philippines/#:~:text=Currently%20Philippines%20has%20two%20LNG,(combined%20cycle%20power%20plant)
https://doe.gov.ph/press-releases/doe-welcomes-completion-two-lng-facilities-country#:~:text=two%20Liquefied%20Natural%20Gas%20(LNG)%20facilities%20in%20the%20country
https://doe.gov.ph/press-releases/doe-welcomes-completion-two-lng-facilities-country#:~:text=two%20Liquefied%20Natural%20Gas%20(LNG)%20facilities%20in%20the%20country
https://www.offshore-energy.biz/first-gen-cleared-to-operate-batangas-lng-terminal-for-25-years/#:~:text=The%20project%E2%80%99s%20initial%20phase%20includes%20converting%20the%20existing%20jetty%20into%20a%20multi%2Dpurpose%20jetty%20and%20constructing%20an%20adjunct%20onshore%20gas%20receiving%20facility.%C2%A0

Building the facilities needed for this new LNG supply will cost billions of dollars. Our
calculations find the total estimated construction cost for upcoming terminals is
approximately USD 1.5 billion (PHP 83.7 billion).® This does not include shipping costs, the
operating costs of the terminals, pipeline transportation costs, the cost of LNG-fired power
plants - or the cost of the fuel itself.

Many terminals in the Philippines are floating storage and regasification units (FSRU), which
are floating tanks that can hold LNG and convert it back to gas. While FSRUs have cheaper
upfront construction costs than terminals built on land, they cost more to run, as charter
rates can range from USD 80 thousand to 120 thousand per day.

While domestic gas would be cheaper than LNG imports, developing new gas fields is
time-intensive and still expensive. Estimates vary, but sources state that it can take
between 5 and 15 years to develop a gas field, including exploration, evaluating supply and
construction. Drilling a well that has oil and gas reserves can cost between USD 3 to 7
million, while exploring a site and finding it is not suitable for extracting oil and gas can cost
USD 5 to 20 million. Sourcing gas that is further offshore can increase prices, which may be
the case for the Philippines as it looks to explore gas in the South China Sea.

According to IEEFA, domestic gas prices are tied to international oil prices, which would
still leave the country exposed to volatility in global markets.

Plus, the cost of abating or offsetting gas-related emissions from production, transport,
and use could increase with time, as the government is considering developing a
carbon tax and has announced that it is working with the World Bank on a carbon

pricing strategy.

Generation costs, or the costs of producing electricity, increase when more expensive fuels
are used. Our calculations show that the increased cost of gas from LNG imports will cause
generation costs to rise between 11% and 24% between 2025 and 2029.7#

The increasing costs of generating electricity from gas will likely be passed on to
consumers. The generation charge on consumers’ electricity bills is calculated by finding

the weighted average of the utility’s power generation sources, such as coal, oil, gas and
renewables. If the price of gas rises, it will push up the final generation charge.

Generation costs can already account for over half of the price of electricity in the
Philippines. According to Meralco documents, generation costs comprised an average of
56% of electricity bills for non-lifeline consumers - those who do not qualify for a
subsidised rate for low-income households - in April 2025.

Furthermore, the Department of Energy mandated in 2023 that all distribution utilities in
Luzon, the country's largest and most populous island, source a certain proportion of their
power from gas-fired generation facilities. Obliging utilities to rely on increasingly costly

& Zero Carbon Analytics analysis of multiple government and corporation sources. This is an approximate
figure. Details of calculations and full source list can be found in Annex 1.

7 Zero Carbon Analytics analysis, Lazard (2024), Lazard LCOE, available via Lazard platform, accessed on
June 20 2025.

8 This is likely a conservative estimate, based on analysis that assumes that fuel costs account for
between 24% and 51% of the LCOE in gas power generation. In reality, aggregate fuel costs comprised
about 93% of generation costs for Meralco, one of the Philippine’s major utilities, in 2018.
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https://icsc.ngo/wp-content/uploads/2021/08/KEEP_Analysing_Energy_Transition_Risk_PH_Power_Sector_April21_Final.pdf#page=36
https://ieefa.org/resources/floating-lng-import-terminals-pose-cost-and-climate-challenges-asian-markets#:~:text=face%20higher%20operating%20costs%20than%20onshore%20facilities.%20Charter%20rates%20for%20FSRU%20vessels%20typically%20range%20from%20US%2480%2C000%2D%24120%2C000%20a%20day
https://www.oil-gasportal.com/upstream/field-development-phase/#:~:text=The%20development%20of%20an%20oil%20and%20gas%20field%20costs%20millions%20of%20dollars%20and%20may%20require%20long%20time%20(5%2D10%20years)%20to%20be%20fully%20realized.
https://ferasa.net/what-are-the-main-steps-of-an-oil-or-gas-field-development-project/#:~:text=Five%20main%20steps%20can%20be%20distinguished%20in%20the%20life%20of%20an%20oil%20or%20gas%20field%3A
https://iopscience.iop.org/article/10.1088/1757-899X/1079/6/062069/pdf#page=3
https://iopscience.iop.org/article/10.1088/1757-899X/1079/6/062069/pdf#page=3
https://guides.loc.gov/oil-and-gas-industry/upstream#:~:text=The%20cost%20of%20an%20unsuccessful%20exploration%2C%20such%20as%20one%20that%20consisted%20of%20seismic%20studies%20and%20drilling%20a%20dry%20well%2C%20can%20cost%20%245%20million%20to%20%2420%20million%20per%20exploration%20site%2C%20and%20in%20some%20cases%2C%20much%20more.
https://guides.loc.gov/oil-and-gas-industry/upstream#:~:text=The%20cost%20of%20an%20unsuccessful%20exploration%2C%20such%20as%20one%20that%20consisted%20of%20seismic%20studies%20and%20drilling%20a%20dry%20well%2C%20can%20cost%20%245%20million%20to%20%2420%20million%20per%20exploration%20site%2C%20and%20in%20some%20cases%2C%20much%20more.
https://www.researchgate.net/publication/355732809_Drilling_Costs_Estimation_for_Hydrocarbon_Wells
https://www.ft.com/content/b361afe9-9aa2-461a-b8ea-d8fc8850ddfa
https://ieefa.org/resources/draft-natural-gas-rules-philippines-ignore-high-costs-and-economic-consequences#:~:text=Moreover%2C%20Malampaya%20gas,increase%20prices%20further.
https://www.dof.gov.ph/recto-calls-for-study-of-carbon-pricing-instruments-underscores-need-to-identify-optimal-mix-for-ph/#:~:text=The%20Finance%20Secretary%20specifically%20identified%20the%20development%20of%20a%20carbon%20tax%20and%20emissions%20trading%20system%20(ETS)%20as%20crucial%20steps%20towards%20achieving%20a%20low%2Dcarbon%20economy.
https://www.dof.gov.ph/recto-calls-for-study-of-carbon-pricing-instruments-underscores-need-to-identify-optimal-mix-for-ph/#:~:text=The%20Finance%20Secretary%20specifically%20identified%20the%20development%20of%20a%20carbon%20tax%20and%20emissions%20trading%20system%20(ETS)%20as%20crucial%20steps%20towards%20achieving%20a%20low%2Dcarbon%20economy.
https://mb.com.ph/21/3/2025/government-still-eyes-carbon-tax-but-no-spike-in-power-costs
https://mb.com.ph/21/3/2025/government-still-eyes-carbon-tax-but-no-spike-in-power-costs
https://www.ateneo.edu/sites/default/files/2023-01/AdMU%20WP%202023-02.pdf#page=11
https://www.ateneo.edu/sites/default/files/2023-01/AdMU%20WP%202023-02.pdf#page=11
https://www.ateneo.edu/sites/default/files/2023-01/AdMU%20WP%202023-01_0.pdf#page=5
https://meralcomain.s3.ap-southeast-1.amazonaws.com/2025-04/04-2025_residential_bills.pdf
https://meralcomain.s3.ap-southeast-1.amazonaws.com/2025-04/04-2025_residential_bills.pdf
https://legacy.doe.gov.ph/sites/default/files/pdf/announcements/draft-dc-natural-gas-power-generation.pdf#page=3
https://legacy.doe.gov.ph/sites/default/files/pdf/announcements/draft-dc-natural-gas-power-generation.pdf#page=3
https://www.lazard.com/media/xemfey0k/lazards-lcoeplus-june-2024-_vf.pdf#page=32
https://www.lazard.com/media/xemfey0k/lazards-lcoeplus-june-2024-_vf.pdf#page=32
https://www.lazard.com/media/xemfey0k/lazards-lcoeplus-june-2024-_vf.pdf#page=32

gas prevents companies from seeking cheaper alternatives and increases the likelihood of
generation charges on bills rising.

The industrial sector is likely to see lower final electricity prices than consumers, as is
already the case. Industrial consumers with high electricity demands connect directly to
high-voltage lines, avoiding the cost of the low-voltage distribution lines that typically
carry electricity from transformers to customers' electricity meters. Industrial consumers in
Luzon are also charged less for generation costs compared to consumers.

The Philippines is already impacted by high electricity prices

The Philippines has some of the highest electricity prices in Asia, having the third-highest
average electricity price in the region from 2023 to 2025, behind Singapore and Japan. It

also ranked third in the region for industrial electricity rates in December 2021, again
behind Japan and Singapore.

In 2024, gas-fired power only accounted for 14% of Philippine electricity generation, and
30% of Luzon’s, pointing to other factors behind the high prices. These include:

e High reliance on other imported fossil fuels like coal and diesel for generation
e Inefficient coal plants and delays in building new power plants.

e Fragmented grid infrastructure with issues integrating renewables. The fact that the
country is spread out over 7,000 islands makes transmission expensive.
e A lack of government subsidies for electricity generation.

e The depreciation of the Philippine peso against the dollar - 98% of long-term
agreements with independent power producers are bought and sold in dollars.

e Limited competition in the generation market.
e Policies that allow generation companies to directly pass on fuel costs and foreign

exchange rate fluctuations to consumers. Generation costs are also passed to
consumers under a formula set by the Energy Regulatory Commission, which

regulates the electricity industry.

Limited power distribution to rural areas and reliance on diesel generators means that
Filipinos living in these regions face higher electricity prices. This, combined with overall
high electricity prices, makes affording electricity challenging for low-income households
and may lead to households not being able to meet basic electricity needs. In one study,
more than 80% of surv h holds reli n other sour f energy apart from
electricity for cooking, lighting, and other services.

High electricity prices have knock-on effects on industrialisation and development:

e High electricity prices can cause early deindustrialisation, as the country switches
from |less power-intensive sectors and more labor-intensive ones. This pattern has
been seen in the past: Between 1984 and 2001, when electricity prices were high,
machinery and other subsectors with low electricity costs grew fastest, while
power-intensive subsectors, such as textiles and chemicals, grew more slowly.

e Increasing electricity prices can decrease the productivity and profits of small to
medium-sized enterprises (SMEs), which contribute around 40% of the country’s
GDP. High power prices limit the competitiveness of SMEs in the Philippines.

e Expensive electricity could impact foreign direct investment (FDI), which has
remained relatively low in the Philippines compared to neighboring countries.
Anecdotal accounts show that foreign business leaders have been hesitant to invest
in the country due to high electricity prices.
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https://www.eria.org/uploads/media/10.ERIA_RPR_2017_12_Chapter_2.pdf#page=21
https://www.eria.org/uploads/media/10.ERIA_RPR_2017_12_Chapter_2.pdf#page=21
https://www.eria.org/uploads/media/10.ERIA_RPR_2017_12_Chapter_2.pdf#page=21
https://www.globalpetrolprices.com/electricity_prices/
https://www.globalpetrolprices.com/electricity_prices/
https://www.ateneo.edu/sites/default/files/2023-01/AdMU%20WP%202023-02.pdf#page=6
https://ember-energy.org/data/electricity-data-explorer/
https://www.trade.gov/country-commercial-guides/philippines-energy-0#:~:text=The%20Philippines%20is%20facing%20a%20mounting%20energy,are%20expected%20to%20be%20depleted%20by%202024%2D2025.
https://ieefa.org/wp-content/uploads/2019/03/The-Philippine-Energy-Transition_March-2019.pdf
https://www.ateneo.edu/sites/default/files/2023-01/AdMU%20WP%202023-02.pdf#page=16
https://www.oecd.org/en/publications/clean-energy-finance-and-investment-roadmap-of-the-philippines_7a13719d-en.html
https://www.jstor.org/stable/resrep14793.5?seq=9
https://www.nrel.gov/docs/fy20osti/74877.pdf#page=12
https://newclimate.org/sites/default/files/2023-02/case_global_energy_crisis_sea_report_nov22.pdf#page=18
https://www.ateneo.edu/sites/default/files/2023-01/AdMU%20WP%202023-01_0.pdf#page=9
https://ieefa.org/wp-content/uploads/2019/03/The-Philippine-Energy-Transition_March-2019.pdf#page=6
https://ieefa.org/wp-content/uploads/2019/03/The-Philippine-Energy-Transition_March-2019.pdf#page=6
https://transactions.nast.ph/wp-content/uploads/2023/06/TNP-2014-36-2_5-Culaba_Electrcity-Pricing-Philippines.pdf#page=8
https://transactions.nast.ph/wp-content/uploads/2023/06/TNP-2014-36-2_5-Culaba_Electrcity-Pricing-Philippines.pdf#page=8
https://www.adb.org/sites/default/files/publication/529771/adbi-wp1009.pdf#page=6
https://iopscience.iop.org/article/10.1088/1757-899X/1109/1/012043/pdf#page=8
https://www.sciencedirect.com/science/article/abs/pii/S1049007818300344#:~:text=Philippine%20manufacturing%20has%20shifted%20toward%20less%20power%20intensive%20and%20more%20labor%20intensive%20subsectors%20in%20the%20face%20of%20high%20power%20prices.
https://www.economics.hawaii.edu/research/workingpapers/WP_19-04.pdf#page=10
https://25159535.fs1.hubspotusercontent-eu1.net/hubfs/25159535/website/documents/pdf/SMEs/2022-12-FIN%20Business%20at%20OECD%20SME%20Survey%20-%20Energy%20crisis%20impact%20for%20SMEs.pdf#page=3
https://25159535.fs1.hubspotusercontent-eu1.net/hubfs/25159535/website/documents/pdf/SMEs/2022-12-FIN%20Business%20at%20OECD%20SME%20Survey%20-%20Energy%20crisis%20impact%20for%20SMEs.pdf#page=3
https://www.undp.org/philippines/publications/msme-value-chain-rapid-response-survey#:~:text=They%20make%20up%2099.5%25%20of%20business%20establishments%20in%20the%20country%2C%20provide%2063%25%20of%20employment%20to%20the%20Philippine%20workforce%2C%20and%20contribute%20about%2040%25%20to%20the%20country%E2%80%99s%20Gross%20Domestic%20Product%20(GDP).%C2%A0
https://www.undp.org/philippines/publications/msme-value-chain-rapid-response-survey#:~:text=They%20make%20up%2099.5%25%20of%20business%20establishments%20in%20the%20country%2C%20provide%2063%25%20of%20employment%20to%20the%20Philippine%20workforce%2C%20and%20contribute%20about%2040%25%20to%20the%20country%E2%80%99s%20Gross%20Domestic%20Product%20(GDP).%C2%A0
https://business.inquirer.net/175276/smes-hobbled-by-high-power-cost#:~:text=The%C2%A0%20competitiveness%20of%20the%20country%E2%80%99s%20small%2D%20and%20medium%2Dsized%20enterprises%20(SMEs)%20remains%20undermined%20by%20critical%20factors%2C%20such%20as%20the%20high%20cost%20of%20power
https://www.economics.hawaii.edu/research/workingpapers/WP_19-04.pdf#page=8
https://www.economics.hawaii.edu/research/workingpapers/WP_19-04.pdf#page=8

Modeling shows that an energy system in the Philippines powered by 100% renewables

could be more cost-competitive than the current fossil fuel-based system, which will
reduce the future cost of electricity.

Solar and onshore wind have become cheaper than gas in the Philippines in recent years,
both in terms of upfront costs and generation. Initial costs for solar PV and offshore wind in
the Philippines are expected to fall by approximately 40% and 30%. respectively, by 2040,
whereas the upfront costs of gas will fall by less than 10%. Globally, 81% of new
renewables projects were cheaper than fossil-powered alternatives in 2023.

BNEF data shows the levelised cost of electricity (LCOE), which measures the average cost
of generating electricity over an energy project’s lifetime, for solar and onshore wind has
fallen below that of gas in the Philippines.® In 2023, the LCOE of solar power was USD
87/MWh, and USD 111/MWh for onshore wind, while the LCOE of combined cycle gas
turbines (CCGT) was USD 114.5/MWh (see figure 3).

The LCOE of solar has fallen thanks in part to lower solar module costs and increased
competition. Both the LCOE and installation costs of renewables, especially solar, are
projected to continue to decrease until 2030 due to economies of scale.

Fig 3. LCOE of solar, wind and combined cycle gas turbines (CCGT) in the
Philippines from 2015 to 2023
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Source: Zero Carbon Analytics analysis, BloombergNEF's Historical LCOE Viewer « LCOE refers to levelised cost of
energy, or the average cost of generating electricity over an energy project's lifetime. The figures for each year are
the average of prices from the first and second half of the year. CCGT refers to combined cycle gas turbines.

? Zero Carbon Analytics analysis, BNEF (2025), LCOE Data Viewer, available via BNEF platform, accessed
June 5 2025.
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https://www.sciencedirect.com/science/article/pii/S1364032121002264#:~:text=100%25%20renewable%20energy%20system%20is%20cost%20competitive%20than%20the%20current%20fossil%20system.
https://www.sciencedirect.com/science/article/pii/S1364032121002264#:~:text=100%25%20renewable%20energy%20system%20is%20cost%20competitive%20than%20the%20current%20fossil%20system.
https://openknowledge.worldbank.org/server/api/core/bitstreams/23afbaac-ae2c-4d54-aba0-fdf9f2f20b6e/content#page=24
https://www.irena.org/News/pressreleases/2024/Sep/Record-Growth-Drives-Cost-Advantage-of-Renewable-Power#:~:text=81%25%20of%20renewable%20additions%20in%202023%20were%20cheaper%20than%20fossil%20fuel%20alternatives
https://www.irena.org/News/pressreleases/2024/Sep/Record-Growth-Drives-Cost-Advantage-of-Renewable-Power#:~:text=81%25%20of%20renewable%20additions%20in%202023%20were%20cheaper%20than%20fossil%20fuel%20alternatives
https://assets.bbhub.io/professional/sites/44/The-Philippines-Path-to-Clean-and-Affordable-Electricity.pdf#page=8
https://assets.bbhub.io/professional/sites/44/The-Philippines-Path-to-Clean-and-Affordable-Electricity.pdf#page=8
https://pejard.slu.edu.ph/vol.11/2021.06.15.pdf#page=7

Renewables will likely lead to cheaper electricity

Renewables’ falling costs have already resulted in high savings for the Philippines. The

country saved approximately USD 78 million by relying on solar in 2022, even though solar

represented just 1.7% of power generation.

Using cost-competitive fuels like solar and wind, alongside energy storage, can help
achieve cheaper electricity prices. As deploying renewables gets cheaper, the LCOE of the
power system declines and average electricity prices will fall, as LCOE reflects the “core

overall cost of electricity”. Unlike fossil fuels, renewables do not have ongoing fuel costs -
once the technology is installed, you do not have to pay for sun or wind.

While feed-in tariffs make up a small portion of consumers’ electricity bills, such policies
can lead to a larger supply of cheaper electricity sources in the long run. Renewables have
previously cut wholesale power prices by 30%, as feed-in tariff policies for renewables,
which guarantee renewable energy producers a fixed price for their electricity above the
market rate, reduced electricity rates for both industry and consumers.”® The
implementation of feed-in tariff policies also led to over 1400 MW of new installed
capacity for renewables in the Philippines between 2014 and 2021.

One study found that consumers enrolled in the Green Energy Option Program (CEOP) who
volunteered to buy their electricity directly from renewable power plants saved a total of
PHP 71.7 million (approximately USD 1.24 million) since 2021.

The Philippines can meet its power needs with renewables

As well as being cheaper, renewables can help the Philippines meet future energy demand.
The country could generate almost 3500 TWh of renewable power annually - enough to
meet future electricity demand and phase out fossil fuels.

Past growth in renewables has been slow, but there has been a steady increase in recent
years. The Philippines saw a rise in renewable capacity between 2018 and 2023," thanks in

part to feed-in tariffs, a Green Energy Auction program expected to increase private
financing and reduce costs through competitive bidding, and a Renewable Portfolio

Standard, which requires electricity suppliers to source some of their energy supply from
renewables.

Current government policies indicate that renewables will generate more electricity in the
next few years. Even the PEP’s reference scenario forecasts that, despite growing shares of
gas, solar and wind will account for an estimated 19.7% of electricity generation in 2030. By
2040, this share will increase to 34.6%, and by 2050 solar and wind will take up more than
a third of the generation mix. If the government achieves the targets in its clean energy
scenario, the share of gas will fall to 14.9% and that of solar and wind will increase to 40.4%
by 2040.

Small-scale renewables infrastructure is also ideal for those living in more remote areas in
the Philippines, helping to meet the power demand of smaller rural communities.

19 Specifically, in the Philippines, Wholesale Electricity Spot Market (WESM) prices would have been PHP
5.02 per kWh if there were no renewable plants eligible for feed-in tariffs in the system. As such plants
were available, the wholesale price became PHP 3.55 per kWh, meaning that the feed-in tariff for
renewables reduced wholesale prices by PHP 1.47 per kwh, equivalent to 30%. This led to savings of
approximately PHP 44.3 billion, or USD 2.1 billion.

" Zero Carbon Analytics analysis, International Renewable Energy Agency (2024), Renewable capacity
statistics 2024, available via IRENA platform, accessed June 4 2025.
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https://ember-energy.org/app/uploads/2024/10/Report-The-sunny-side-of-Asia-1.pdf#page=18
https://www.sciencedirect.com/science/article/pii/S095965262400266X#:~:text=the%20optimized%20integration%20of%20solar%2C%20wind%2C%20and%20energy%20storage%20systems%20can%20lead%20to%20reductions%20in%20overall%20electricity%20prices
https://www.ateneo.edu/sites/default/files/2023-01/AdMU%20WP%202023-02.pdf#page=16
https://openknowledge.worldbank.org/server/api/core/bitstreams/5ca5013d-3dfc-4046-80ab-ac8f309beb3d/content#page=55
https://openknowledge.worldbank.org/server/api/core/bitstreams/5ca5013d-3dfc-4046-80ab-ac8f309beb3d/content#page=55
https://openknowledge.worldbank.org/server/api/core/bitstreams/5ca5013d-3dfc-4046-80ab-ac8f309beb3d/content#page=55
https://openknowledge.worldbank.org/server/api/core/bitstreams/5ca5013d-3dfc-4046-80ab-ac8f309beb3d/content#page=55
https://ieefa.org/resources/ieefa-emerging-asia-lng-volatility-puts-energy-security-and-economic-growth-jeopardy#:~:text=do%20not%20have%20fuel%20costs%2C%20which%20means%20no%20payments%20for%20fluctuating%2C%20foreign%20currency%2Ddenominated%20fuels
https://www.eria.org/RPR_FY2013_No.29_Chapter_11.pdf#page=23
https://ieefa.org/sites/default/files/resources/Prospects-Improve-for-Energy-Transition-in-the-Philippines_September-2019.pdf#page=2
https://www.researchgate.net/publication/352336561_EVALUATING_THE_FEED-IN_TARIFF_POLICY_IN_THE_PHILIPPINES#:~:text=From%202014%2D2021,to%20the%20grid
https://www.researchgate.net/publication/352336561_EVALUATING_THE_FEED-IN_TARIFF_POLICY_IN_THE_PHILIPPINES#:~:text=From%202014%2D2021,to%20the%20grid
https://legacy.doe.gov.ph/sites/default/files/pdf/consumer_connect/Primer%20on%20Green%20Energy%20Option%20Program.pdf
https://climatereality.ph/wp-content/uploads/2025/03/04MAR2025-RE-Energize-PH-Report-2024.pdf#page=21
https://climatereality.ph/wp-content/uploads/2025/03/04MAR2025-RE-Energize-PH-Report-2024.pdf#page=21
https://ca1-clm.edcdn.com/assets/climateanalytics-philippine-power-nov2023_1.pdf?v=1700056072#page=31
https://legacy.doe.gov.ph/press-releases/philippines-opens-green-energy-auction-4-integrating-energy-storage-sustainable#:~:text=Philippines%20opens%20Green%20Energy%20Auction%204%2C%20integrating,sustainable%20future%20%7C%20Department%20of%20Energy%20Philippines.&text=GEA%2D4%20aims%20to%20accelerate%20the%20country's%20renewable,solar%2C%20floating%20solar%2C%20and%20onshore%20wind%20projects.
https://openknowledge.worldbank.org/server/api/core/bitstreams/23afbaac-ae2c-4d54-aba0-fdf9f2f20b6e/content#page=8
https://openknowledge.worldbank.org/server/api/core/bitstreams/23afbaac-ae2c-4d54-aba0-fdf9f2f20b6e/content#page=8
https://www.wesm.ph/market-development/re-market/renewable-portfolio-standards
https://www.wesm.ph/market-development/re-market/renewable-portfolio-standards
https://legacy.doe.gov.ph/sites/default/files/pdf/pep/PEP%202023-2050%20Vol.%20I.pdf#page=102
https://legacy.doe.gov.ph/sites/default/files/pdf/pep/PEP%202023-2050%20Vol.%20I.pdf#page=102
https://legacy.doe.gov.ph/sites/default/files/pdf/pep/PEP%202023-2050%20Vol.%20I.pdf#page=102
https://reurasia.com/how-off-grid-renewable-energy-can-help-electrify-rural-areas-in-the-philippines/
https://reurasia.com/how-off-grid-renewable-energy-can-help-electrify-rural-areas-in-the-philippines/
https://ieefa.org/sites/default/files/resources/Prospects-Improve-for-Energy-Transition-in-the-Philippines_September-2019.pdf#page=19
https://ieefa.org/sites/default/files/resources/Prospects-Improve-for-Energy-Transition-in-the-Philippines_September-2019.pdf#page=19
https://ieefa.org/sites/default/files/resources/Prospects-Improve-for-Energy-Transition-in-the-Philippines_September-2019.pdf#page=19
https://ieefa.org/sites/default/files/resources/Prospects-Improve-for-Energy-Transition-in-the-Philippines_September-2019.pdf#page=19

Decarbonisation is an added benefit of renewables

Increasing solar and wind generation in the Philippines is a critical step towards
decarbonisation. The energy sector is the country's biggest source of emissions, producing
59% of its total emissions in 2022.

While some governments label LNG a “transition fuel” - a step on the path to
decarbonisation - LNG is actually highly polluting. LNG is mainly composed of methane,

which traps 80 times more heat than CO2 emissions over the first 20 years. One study
estimates that LNG could produce 33% more greenhouse gas emissions than coal.

Aligning with a 1.5°C scenario will require a much larger share of renewables and a much
smaller share of gas in the generation mix than is set out in current plans. According to

Climate Analytics, wind and solar must generate 72% of the Philippines” electricity by 2030
and 93% by 2050, compared to the 36.7% share from solar and wind by 2050 foreseen in

the PEP reference scenario (see Figure 4).

Gas would need to be almost completely phased out by 2040 in a 1.5°C-aligned scenario,

decreasing from 6.5% to below 1% of the generation mix between 2030 and 2040. In other

words, both domestic and imported gas must be phased out in the Philippines by 2040 for
the country to be in line with 1.5°C.

Fig 4. Solar, wind and gas in the Philippines Energy Plan vs. a 1.5C-aligned
scenario
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Source: Philippines Energy Plan, Climate Analytics « Climate Analytics says the share of gas is below 1% between
2030 and 2040, and below 0.4% until 2050. The figures on the graph are approximate.

For the 1.5C graph, while the share of wind seems to drop in 2040, this may be due to the total amount of
electricity generated increasing over time, not an actual drop in wind generation.

Long-term demand for gas in the Philippines is uncertain

Growth in renewables means long-term demand for LNG is uncertain. Meralco’s power
supply procurement plans show that | wer js required than the 1 W planned in

the current LNG-to-power pipeline, and other major utilities do not have plans to procure
big volumes of fossil fuel baseload power by 2030.
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https://www.climatewatchdata.org/ghg-emissions?breakBy=sector&chartType=area&regions=PHL&source=Climate%20Watch
https://www.worldbank.org/en/programs/gasflaringreduction/methane-explained#:~:text=over%2080%20times%20more%20powerful%20on%20a%2020%2Dyear%20basis.
https://scijournals.onlinelibrary.wiley.com/doi/10.1002/ese3.1934#:~:text=Overall%2C%20the%20greenhouse%20gas%20footprint%20for%20LNG%20as%20a%20fuel%20source%20is%2033%25%20greater%20than%20that%20for%20coal
https://ca1-clm.edcdn.com/assets/climateanalytics-philippine-power-nov2023_1.pdf?v=1700056072#page=33
https://ca1-clm.edcdn.com/assets/climateanalytics-philippine-power-nov2023_1.pdf?v=1700056072#page=33
https://legacy.doe.gov.ph/sites/default/files/pdf/pep/PEP%202023-2050%20Vol.%20I.pdf#page=98
https://ca1-clm.edcdn.com/assets/climateanalytics-philippine-power-nov2023_1.pdf?v=1700056072#page=28
https://ieefa.org/wp-content/uploads/2021/09/US-Push-for-LNG-in-the-Philippines-is-Based-on-Dubious-Assumptions_September-2021.pdf#page=10
https://ieefa.org/wp-content/uploads/2021/09/US-Push-for-LNG-in-the-Philippines-is-Based-on-Dubious-Assumptions_September-2021.pdf#page=10

If governments meet all their climate pledges, gas demand in Southeast Asia is projected to
peak in 2035 and decline almost 40% between 2035 and 2050.” In that scenario,

renewables would supply nearly 90% of Southeast Asia’s electricity by 2050. Even

according to current and developing policies, renewables are set to supply over half of
Southeast Asia’s electricity by 2050.7

As more gas imports are likely to increase electricity prices, the Philippines government
should aim to lessen its reliance on LNG and instead increase the share of renewables in
electricity generation. As well as lowering costs for consumers, shifting to renewables
could boost energy security by decreasing dependence on a fuel that has historically seen
insecure supply and volatile prices, support energy access in rural areas, and help to
decarbonise the Philippine economy.

To address high electricity prices in the Philippines, experts say that power producers
should be free to use the most cost-competitive fuel sources, such as renewables, in line
with distribution utilities” legal mandate to source power that costs the least for consumers.
Fossil fuels used in generation could be subject to pollution taxes, incentivising phase-out.

However, renewable energy growth remains slow in the Philippines, with lengthy
permitting processes and a feed-in tariff program that remains relatively small. Recent
developments are also promoting more gas. The Philippine Natural Gas Industry
Development Act, which was signed into law in January 2025, will increase public
investments in both domestic and imported gas. As the cost of renewable power falls, the
Philippine government should ensure policy support for renewables to avoid being
locked-in to costly LNG.

2 According to the IEA's Announced Pledges Scenario (APS), in which governments meet all of their
climate-related announcements on time and in full.
" According to the IEA's Stated Policies Scenario (STEPS), which reflects current and developing policies.
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https://iea.blob.core.windows.net/assets/ac357b64-0020-421c-98d7-f5c468dadb0f/SoutheastAsiaEnergyOutlook2024.pdf#page=99
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https://legacy.doe.gov.ph/sites/default/files/pdf/issuances/20010608-ra-09136-gma.pdf#page=18
https://www.ateneo.edu/sites/default/files/2023-01/AdMU%20WP%202023-01_0.pdf#page=14
https://wwfph.awsassets.panda.org/downloads/monitoring-renewable-energy-implementation-in-the-philippines-project-policy-brief-2024.pdf#page=9
https://wwfph.awsassets.panda.org/downloads/monitoring-renewable-energy-implementation-in-the-philippines-project-policy-brief-2024.pdf#page=9
https://openknowledge.worldbank.org/server/api/core/bitstreams/23afbaac-ae2c-4d54-aba0-fdf9f2f20b6e/content#page=8
https://web.senate.gov.ph/press_release/2025/0115_cayetano1.asp
https://web.senate.gov.ph/press_release/2025/0115_cayetano1.asp

Annex |

Our calculations find that the total estimated construction cost for terminals slated to be
built between 2025 and 2029 is USD 1.5 billion, or PHP 83.7 billion (see page 3-4). This
takes into account that initial costs for facilities are paid when construction is complete.

This is an approximate figure, as public information for two of the planned LNG terminals
only revealed figures for the entire LNG project - both the terminal and gas plant. The
following sources were used to calculate this figure:

Department of Environment and Natural Resources (2021), llijan LNGC Project
Environmental and Social Performance Report, accessed on May 27, 2025.

GEM Wiki (n.d.), EGEN Batangas FSRU, accessed on May 27, 2025.

GEM Wiki (n.d.), ECEN Batangas LNC Terminal, accessed on May 27, 2025.

GEM Wiki (n.d.), Filipinas LNG Gateway Project FSRU, accessed on May 27, 2025.
GEM Wiki (n.d.), Pagbilao Grande Island LNC Terminal, accessed on May 27, 2025.
GEM Wiki (n.d.), Philippines LNG Terminal, accessed on May 27, 2025.

GEM Wiki (n.d.), Tabangao FSRU, accessed on May 27, 2025.

ICIS (2024), Overview of LNG & gas infrastructure in the Philippines, accessed on
May 27, 2025.

Inquirer Business (2022), First Gen to finish Batangas LNG terminal by early 2023,
accessed on May 27, 2025.
International Gas Union (2024), 2024 World LNGC Report, accessed on May 27, 2025.

LNG Prime (2023), First Cen in talks to secure LNG supplies for Batangas FSRU,
accessed on May 27, 2025.

LNG Prime (2024), Eirst Cen's Batangas FSRU gets new LNC cargo, accessed on May
27,2025.
Manila Bulletin (2025), Power trio secures $3.3 B for LNGC terminal, accessed on May
27,2025.

The Manila Times (2022), AG&P to commission 1st LNG terminal in PH, accessed on
May 27, 2025.

Offshore Energy (n.d.), Empowering Asian energy industry with Philippines’ first
integrated LNG facility, accessed on May 27, 2025.

Offshore Technology (n.d.), Shell LNC terminal Philippine, accessed on May 27,
2025.

The Philippine Star (2020), Excelerate to build P11-billion LNC terminal, accessed on
May 27, 2025.

Power Philippines (n.d.), Eirst Gen seeks 25-year permit for LNG terminal operations
in Batangas, accessed on May 27, 2025.

PR Newswire (2023), AG&P’s Philippines LNG (PHLNG) Import Terminal Welcomes

the First LNG Cargo in the Country, accessed on May 27, 2025.
Reuters (2018), Tokyo Gas, First Gen plan to build LNC import terminal in

Philippines, accessed on May 27, 2025.
Reuters (2023), Philippines greenlights seventh LNG project. gears up gas imports,

accessed on May 27, 2025.
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https://eia.emb.gov.ph/wp-content/uploads/2021/02/Ilijan-LNG-Project_ESP-English.pdf
https://eia.emb.gov.ph/wp-content/uploads/2021/02/Ilijan-LNG-Project_ESP-English.pdf
https://www.gem.wiki/FGEN_Batangas_FSRU
https://www.gem.wiki/FGEN_Batangas_LNG_Terminal
https://www.gem.wiki/Filipinas_LNG_Gateway_Project_FSRU
https://www.gem.wiki/Pagbilao_Grande_Island_LNG_Terminal
https://www.gem.wiki/Philippines_LNG_Terminal
https://www.gem.wiki/Tabangao_FSRU
https://www.icis.com/explore/resources/news/2024/11/22/11053419/overview-of-lng-gas-infrastructure-in-the-philippines/
https://business.inquirer.net/361269/first-gen-to-finish-batangas-lng-terminal-by-early-2023
https://www.igu.org/resources/2024-world-lng-report/
https://lngprime.com/contracts-and-tenders/first-gen-in-talks-to-secure-lng-supplies-for-batangas-fsru/113811/
https://lngprime.com/asia/first-gens-batangas-fsru-gets-new-lng-cargo/129417/
https://mb.com.ph/2025/1/28/power-trio-secures-3-3-b-for-lng-terminal
https://www.manilatimes.net/2022/07/07/business/corporate-news/agp-to-commission-1st-lng-terminal-in-ph/1850039
https://www.offshore-energy.biz/empowering-asian-energy-industry-with-philippines-first-integrated-lng-facility/
https://www.offshore-energy.biz/empowering-asian-energy-industry-with-philippines-first-integrated-lng-facility/
https://www.offshore-technology.com/news/shell-lng-terminal-philippine/
https://www.philstar.com/business/2020/10/31/2053472/excelerate-build-p11-billion-lng-terminal
https://powerphilippines.com/first-gen-seeks-25-year-permit-for-lng-terminal-operations-in-batangas/
https://powerphilippines.com/first-gen-seeks-25-year-permit-for-lng-terminal-operations-in-batangas/
https://www.prnewswire.com/news-releases/agps-philippines-lng-phlng-import-terminal-welcomes-the-first-lng-cargo-in-the-country-as-it-successfully-berths-its-long-term-chartered-137-500-cbm-ish-floating-storage-unit-fsu-in-batangas-bay-301809004.html
https://www.prnewswire.com/news-releases/agps-philippines-lng-phlng-import-terminal-welcomes-the-first-lng-cargo-in-the-country-as-it-successfully-berths-its-long-term-chartered-137-500-cbm-ish-floating-storage-unit-fsu-in-batangas-bay-301809004.html
https://www.reuters.com/article/philippines-energy-tokyo-gas/update-1-tokyo-gas-first-gen-plan-to-build-lng-import-terminal-in-philippines-idUSL4N1YA2RT/
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