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AN ACT
DIRECTING THE REDUCTION OF ELECTRICITY RATES THROUGH THE 

UTILIZATION OF THE GOVERNMENT SHARE IN THE DISCOVERY, 
EXPLORATION, DEVELOPMENT AND/OR PRODUCTION OF INDIGENOUS 

SOURCES OF ENERGY FOR THE PURPOSE OF LOWERING THE COST OF
ELECTRICITY

EXPLANATORY NOTE

The Philippines is endowed with energy resources that are relatively 
abundant. Moreover, the 1987 Philippine Constitution promises that the 
development of these energy resources shall inure to the benefit of the Fihpino 
people. Sadly, the promise remained as such -  a promise -  until substantial reforms 
began recently when this Congress enacted Republic Act 9513, otherwise known as 
the Renewable Energy Act of 2008.

However, much is left to be desired with respect to other indigenous sources 
of energy. Govenunent impositions associated with making available such resources 
for electricity generation are more burdensome than those applied on imported fuels 
such that rates of electricity generated using indigenous energy resources are 
rendered artificially high.

Take for example, as of May 2010, government royalties on indigenous 
natural gas was aroimd P 1.46/kWh, which was 5 to 8 times more than the taxes 
imposed on imported fuels such as coal, oil and liquefied natural gas. If taxes and 
royalties were to be removed on both indigenous and imported fuels, the rates of 
electricity generated using indigenous energy resources would be substantially 
lower. Moreover, between indigenous petroleum which is intensively used for 
generating electricity and other local extractive industries such as mining, the former 
is being subjected to royalties of about 60% while the latter enjoys a much lower tax 
rate of 3%.










