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Mindanao

« This report is a white paper summary presentation
to put forward recommendations that drive positive
change in the corporate procurement of renewable
energy supply in the Philippines, including specific
reforms to the Green Energy Option (GEOP) program.

— Current state assessment for corporate
renewables procurement in the Philippines and
assessment of the GEOP.

— International best practice for green
procurement — analysis of corporate renewables
trends in relevant markets and lessons learned.

— Recommendations for positive reforms to
iImprove GEOP effectiveness to better enable
and promote green procurement among corporate
end-users.
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Clean energy procurement is now a critical issue globally and spans beyond
MNCs — greater requirements are being placed on supply chains and SMEs...

2 minute read - November 2, 2021 11:54 PM GMT+7 - Last Updated a year ago

Apple adds suppliers to clean-energy
pledge, including more chip firms

IKEA Accelerates Suppliers’ Shift to 100%
Renewables

JUNE 21, 2021 BY HARUN ASAD

APAC SEPTEMBER 16, 2020 [ 4:02 AM / UPDATED 2 YEARS AGOD

Google aims to run on carbon-free energy by
2030

Nestlé to convert operations to 100%
renewable energy in $3.6B emissions-
reduction plan

Published Dec. 3, 2020

RE100 Members

Asian companies
355 make up athird
of the RE100

Growing interest globally... 315

3x since 2016 Europe, 36%

Asia, 37%

116

North America, 28%

2016 2017 2018 2019 2020 2021
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... however, end-users are at varying stages in their sustainability journey,
resulting in different clean energy needs

SMEs / Local SMEs Supplying
Businesses MNCs

Ease of ILow effort required; minimal | ILow effort required; minimall Have resources to devote to
procurement I resources /expertise | ]|  resources/expertise | retail contract negotiations
Price < Lower than existing source / incumbent >
e D'OUbIe Locally endorsed RE : No double counting risk I : No double counting risk I I'No double counting risk; |
Counting & program sufficient | grsk. IS 1 additionality preferred |
Additionality =200 — T oo - oo o= Sooo oo oo sl Ssss s
24/7

< Not required . Desired

Renewables (GEOP / retail)

4 o : Not present in the Philippines ' J' Available only in retail contracts (RCOA), not GEOP
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The Philippines’ retail market is one of the fastest growing market segments and
IS Increasingly important for commercialising new renewable energy capacity

Several potential revenue streams
exist for project developers and
investors and developers

Growing retail and corporate PPA market; can structure
Direct PPAs A Retailers PSAs as fixed / variable price, typically shorter tenor but
RECs generated Bundled RECs g several retailers now willing to sign longer-term contracts
from renewables with power sales (10+ years).
Corporate PRAS (RSC) Corporate Direct contracts with commercial and industrial end-users.
- > There is a growing trend of MNCs sourcing PPAs with
End-Users bundled RECs to fulfil corporate sustainability objectives.
Retail is the fastest growing part of the market — RE players can sell directly to
retailers, establish their own retail business, or sell directly to end-users via GEOP.
Unbundled
REC sales
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Where are we now?... retail market development and green procurement
The retail market for larger ‘contestable’ customers now accounts for around a third of supply nationally

Retail Competition & Open Access (RCOA)
Implementation Timeline

Expansion of WESM and launch of RCOA in
Mindanao, but delays to lowering of thresholds
« Expansion of the WESM into Mindanao occurred in late
@ January, with retail competition to launch later in 2023.
* Lowering of RCOA thresholds to 100-499 kW and 10-99 kW
delayed (was slated for Jan-22 and Jan-23 respectively)

2023

* GEORP officially launched at the end of 2021, allowing
end-users with peak demand >100 kW to procure
green power directly

» Uptake over 2022 remains low due to challenges
with GEOP supply and switching barriers

2021 — RCOA rollout, albeit with delays
B * RCOA threshold slowly lowered to include end-
users with a peak demand > 500 kW by 2021
2 O l 3 + Court issues with mandatory contestability
delayed overall process

« Official launch of retail competition, initially for end-
users with >1 MW of peak demand (voluntary)

7 Note: RCOA is not currently implemented in Mindanao, though is expected to follow later in 2023 now that the WESM market has launched

Monthly size of Captive and Contestable markets

% of energy purchased
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Since the start of retail competition in June 2013, the share of
contestable customers has grown and now represents around
one third of total energy sales in the market

Retalil supply contracts are not subject to regulation by the
ERC — the main involvement of the regulator is the granting of
licenses to become a Retail Electricity Supplier
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While the GEOP is still in its early stages, uptake has been relatively slow with
around 34 MW* of demand registered under the program as of September 2022

1,400 -
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RES and GEOP end-users by threshold Number of end-users registered
GEOP
threshold el =Elpra
|
| 100-499 kW 66 136 |
500-749 kW 2 3
750-999 kW 1 1
RCOA threshold Sep-22
500-749 kW 265 275
750-999 kW 426 429
> 1,000 kW 1,217 1,219

 GEOP uptake has been relatively slow — with
136 end-users registered within the 100-499 kW
band, an estimated 34 MW* of renewables are
being procured via the GEOP as of Q3 2022.

* 73% of GEOP end-users are located in Luzon, with

Sep-21 Dec-21 Mar-22

RES 500-749 kW
GEOP 100-499 kW

the remainder in Visayas, which is generally

L Jun2z | sep2 | proportional to energy use by region.
m RES 750-999 kW ®RES 1000 kW & above
= GEOP 500-749 kW u GEOP 750-999 kW
THE
Note: Registered end-users for GEOP and RES means they have switched to those programs; *Assumes each end-user has a demand of 250 kW LANTAU

Source: DOE, PEMC, TLG analysis GROUP




Key design changes and improvements to accessibility are now required to
drive corporate RE procurement and, in particular, participation in the GEOP

Issues Impact

GEOP participation requires 24/7 renewables, vastly Limited participation among suppliers,
limiting participation and competition among suppliers concentrated amongst 7 companies

DUs / ECs control all RECs, leading to double-
counting risks and difficulties in varying RECs

Building management may control energy
procurement, difficult for eligible end-users to
participate in the GEOP

Uncertainty over RECs and double-counting
risks. Additionality is difficult to prove

Z,

Eligible end-users unable to take
part in the GEOP

Switching effort results in a lack of

Hassle factors and red tape adds unnecessary
switching costs, discouraging participation by SMEs . ;
that lack dedicated energy teams / resources participation among smaller companies

®) Awareness gaps among companies and utilities regarding
G;I the program are also contributing to slow uptake under the
GEOP

THE
9 *Below 499 kW LANTAU
Source: CEIA, and TLG research and analysis r -’ GROUP

Slow uptake of GEOP and reduced
engagement from corporates
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Across Asia, a variety of renewable procurement policies have been
Implemented to empower end-user renewable procurement
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S
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®
India — Incentives to Attract C&| RE Investments INGG_i

+ Offsite ‘self investment’ renewable power has allowed
end-users to avoid significant parts of their tariff by self-
investing into offsite generation.

Taiwan — Green Leasing Empowers tenants

* This has been utilised by many end-users, and has helped
attract more private capital to grow the RE market.

Australia — Customer-Centric Switching * .

11

Japan — Virtual PPAs as an Add-on

Virtual PPA (VPPAs) have enabled end-users to procure
RECs directly from an RE generator without having to
renegotiate their physical power supply arrangements.

VPPAs provide a way for end-users who are locked into a
long-term non-renewable PPAS to acquire RECs.

Green Leasing Program enables landlords to procure
green electricity in bulk to be allocated amongst tenants
under a tripartite agreement (PPA).

Policy offers a formal route for building lessees to procure
green energy, albeit with the landlord as an intermediary.

The government has launched a free, independent and
transparent energy price comparison website to help
customers find the best offers and switch suppliers.

All switching must be completed within two-days upon
customer initiating the switching process.
THE
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Case study markets and best practice — how have different countries have
overcome barriers and challenges similar to those faced in the Philippines?

Issues

Lessons Learned

. . q,
Not seen in any studied markets — non-renewables d'ess,-
9

A\

o o | O

—-(O)-Y)\ GEOP participation requires 24/7 |:> €=¥ generation is allowed to address intermittency
N renewables, limiting competition XD

and increase market competition

All markets
— “‘9 RECs controlled by the end-user, though they may sit
=, DU §1=s camiyel el R=Cs, |:> ==¥ on the retailer’s account. Allows for credible carbon
x — | double-counting risks A, accounting, and satisfies RE100 requirements

All markets

Building management may »
RENT] control energy procurement

Lessors can be included in PPAs, and empower
tenants to access retailers and green power

., Transparent switching processes, enforcing switching
Hassle factors and red tape |:> ‘ timelines with distributors and allowing for VPPAs

makes green procurement much easier for corporates

NPZ o .
O Broader awareness gaps — N~ ** * Government managed switching sites empowers
* 4 corporates to easily compare and switch suppliers

Elsewhere, other forms of incentives have been used to promote end-user renewables procurement. India has implemented

several incentives for offsite ‘self investment’ generation, which has helped to drive private investment into renewables
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Ease of implementation — some market barriers may be easier to tackle,
particularly on issues around 24/7 requirements, REC control, and ‘hassle factors’
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1. Removal of GEOP’s 24/7 requirement —
Policy switch via DOE Circular would unlock the
market for more suppliers and increase competition

2. REC Control — Revised rules to remove
double-counting risks. Likely resistance from
DU/ECs as they could lose the RECs. This is more
of a concern for MNCs than SMEs

3. Empower Building Tenants — Introduce
new procurement arrangements to allow tenants
participate in RE procurement. Impact may be
relatively modest as these players are smaller size

4. Remove Hassle Factors — Facilitating the
switching process will help many local companies
and remove barriers to entry. Will require stricter
switching timelines and enforcement with DUS/ECs

5. Enable VPPAs or CfDs for RECs - Allows
for RECs contracting without implications on
existing power procurement. VPPAs will typically
require a futures market, while a CfD based on the
WESM may not, but will require discussions with
the SEC as these are financial products

10edw|

ybiH

MO

Easy

Priority
REC Control Areas

|
Remove hassle Remove 24/7 i

factors Requirements
(DOE now addressing)

Enable VPPAs
or CfDs*

Empower
Building Tenants

Difficult

2 3 4
Ease of Implementation

*Contract for differences, where the end-user settles the difference between the contract price and the WESM price with the generator

Source: TLG research and analysis
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Recommendations to better empower corporate renewables procurement in
the Philippines and elevate the Philippines positioning in the global supply chain
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Priority Areas
Remove REC Double Counting Risk and Comply with RE 100 Standards

Change: Ensure RECs sold under the GEOP are retired in the year of generation and prevent their trading.
Requiring the tracking of RECs, and their associated generation and end-user under GEOP.

Benefits: Eliminates double-counting risks and RE100 compliant. Extremely important for MNCs.

Abolish Requirement for 24/7 Supply
Change: Allowing for GEOP suppliers to sell blended power (a mix of RE and non-RE), but with non-RE

power backed 100% by unbundled RECs.
Benefits: Increased participation from suppliers and more choices for end-users.

\ﬁ——————————————————,

Implement Clear Switching Timelines and Processes, Demonstrate Clear Cost Savings to End-Users

Change: Upgrade the “Buy Your Electricity” website to include information on retail offers (incl. offer levels®).
Introducing standards which set out the retailer’s responsibilities when it comes to switching and legislating
deadlines for transferring retail customers.

Benefit: Transparent communications of cost savings and removal of significant switching barriers.
Significantly enhance SME engagement.

Implement a Green Leasing Scheme that Allows for Tenants to Procure Green Power

Change: Implement a green leasing scheme, with landlords as intermediaries in PPAs between suppliers
and end-users.

Benefits: Provides a formal route to procure green energy for eligible end-users who lease facilities

THE
14 *A standardized offer level will require a defined and standardized electricity product to provide comparable tariffs, and greater disclosure requirements by RES/GEOP entities LANTAU

Source: DOE, ERC, and TLG research GROUP
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Electricity Networks

Insight Contact Us

Chris Starling, Partner
cstarling@lantaugroup.com

Rigour

Kittithat Promthaveepong, Manager
kpromthaveepong@lantaugroup.com

Hong Kong | Singapore | Korea | Australia | Thailand | Mainland China | Malaysia | India
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