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Prior to COVID, the DOE was preparing for 
possible RED alerts (i.e. reserve capacities fall 
below target levels thus increasing the risk of 
outages) in April and May 2020. 



Rising annual and monthly prices 
reflected the low power reserve situation.

… and then Covid19 strikes.



1. Slide shows that prior to the effect of 
COVID in middle of March 2020, power 
demand (in orange) was high and prices in 
the WESM were high.



2. Sudden drop in load in March 2020 caused 
prices (in green and axis read from the right) to 
fall, averaging close to Pesos 2 per kilowatt-
hour up to about the middle of April 2020.



3. Demand has been recovering starting from 
the middle of May 2020. As load recovered, 
note that prices has begun to increase.



• The previous graph has been converted to this hourly graph to see 
how the load varies during the day.

• The main point of this box and whisker graph is to show how variable 
the power load can be depending on the hour of the day. The middle 
of the rectangle is the median of all data points for that hour. 



• Even in a single hour, there are huge variations,
e.g. at the peak hour of 2PM the load can vary from 
a high of 11,000 MW down to around 6,000 MW.



• Prices are highly dependent on the marginal power plant 
needed to balance supply and demand at that hour.

• High prices, no matter the hour, shows the need for cheaper 
marginal power capacities, i.e. more flexible power plants.



• This chart shows the 3 main fossil fuel price 
benchmarks: coal, oil and gas
(via the Henry Hub index in the US).



• Note that after the promulgation of the 2 key laws
governing the power sector, prices have increased.

• Key point is that fossil fuel prices are also volatile.
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Case Study – 167.4MW Coal Plant (Panay Energy Development Corporation) The graph illustrates an 
overview of the delivered 
price to consumers (real 
price) versus the 2016 PSA 
price of PHP3.96 and the 
anticipated 2023 PSA price 
of PHP3.7207. On average, 
PEDC’s delivered price to 
consumers was PHP2.0 per 
kWh above the agreed 
PSA rate, reaching Php7.11 
per kWh. 

Neither the financial sector nor the power 
sector is liable for the risk they take, as 
these are passed on to end-users who are ill-
equipped to manage such risk. 



Example Implications of Curtailment (Carve-out Provision) 

Meralco’s removal of automatic pass-through and 
carve-out clause means power companies, investors, 
bear the risk of volatility and uncompetitiveness

Meralco stepped away from automatic 
pass-through in most recent PSA in 2019.



• 2014: Mark Carney, governor of the Bank of England and 
chairman of the G20 Financial Stability Board, warned 
investors of the stranded-asset risk inherent in fossil 
fuel projects. 

• 2017: BlackRock, the world's largest investment group with 
US$5 trillion assets under management, announced that it 
was wary of coal assets. Global head of BlackRock's 
infrastructure investment group, “Anyone who's looking 
to take beyond a 10-year view on coal is gambling 
very significantly.” 

This is the time to consider if ignoring fossil 
fuel risks is a breach of fiduciary duty.



• Over 130 globally significant financial institutions 
beginning to exit coal finance.

• Singapore: United Overseas Bank, DBS Bank, and 
Overseas Chinese Banking Corporation.

• Philippines: Ayala Corp finalize exit by 2025; 
Central Bank Sustainable Finance Framework 
(transition risks); SEC mandatory ESG 
reporting for publicly listed companies

This is the time to consider if ignoring fossil 
fuel risks is a breach of fiduciary duty.



This is the time to consider if ignoring fossil 
fuel risks is a breach of fiduciary duty.

“Ultimately, we have a fiduciary responsibility to our 
clients to maximize the probability of attractive long-term 
returns — and will never hesitate to use our voice and vote 

to deliver better performance for them,” 

--State Street Global Advisors chief Cyrus Taraporevala

All managers have a fiduciary duty
to factor in a known financial risk. 

Under current laws and regulations, directors are personally 
liable if they have breached their fiduciary duty to act in 

shareholders’ best interests.



Thank you very much.

If you have further questions, or if you want to arrange an individual interview
with our panelists, please send an email to media@icsc.ngo

icsc.ngo @icsc_ph icsc-ph

www.icsc.ngo
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