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Setting the Record Straight: How FIT-ALL
and GEA-ALL lower electricity costs

A persistent misconception surrounds the Philippines’ renewable energy (RE) policy: that programs like the Feed-
in Tariff (FiT) and the Green Energy Auction (GEA)—specifically the FIT-ALL and GEA-ALL charges on consumer
bills—are subsidies that make electricity more expensive. This narrative overlooks how these mechanisms actually
function. Far from being burdensome add-ons, the FIT-ALL and GEA-ALL are designed to drive down the cost of RE
and ultimately deliver cheaper electricity to Filipino consumers.

When properly understood, these programs represent not a subsidy in the traditional sense, but a strategic
investment in long-term price stability and energy security. To understand why and to see how these
mechanisms have already begun to reshape the country’s power landscape, it is worth examining how they work,
what they have achieved, and what they mean for the future of Philippine energy.

How the FIT-ALL Works

The FiT-All was introduced to support the first wave of renewable energy projects under the feed-in tariff regime.
At the time, solar and wind technologies were significantly more expensive, financing was limited, and developers
faced high regulatory and market uncertainty. The mechanism provided revenue certainty, enabling projects to
secure financing and establish an initial base of renewable capacity in the country.

More than a decade ago, when the FiT was introduced, solar projects were awarded rates of around PHP 9.68

per kWh in 2014. At that time, this reflected the actual cost of building solar in the Philippines. Today, new solar
projects are being contracted at roughly PHP 3 to PHP 4 per kWh. That significant decline in price did not happen
in isolation. It was made possible because the country invested early in pioneering solar deployment through the
FiT. The initial support allowed local supply chains to develop, technical capabilities to improve, financing risks to
decline, and learning curves to take effect within the Philippine market.

Globally, similar support frameworks have helped reduce renewable energy costs to levels that are now
competitive, and in many cases cheaper, than fossil fuel alternatives. In the Philippine context, the earlier FiT rates
represent the cost of building that foundation. The allowances collected today reflect that early investment, which
has paved the way for cheaper indigenous energy resources moving forward.

In this sense, the FiT-All is better understood as an investment in market transformation ratherthan a
recurring burden.
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How the GEA-ALL Works

The GEA-All supports projects awarded under competitive green energy auctions. Unlike the earlier FiT regime,
which set a fixed rate, auctions drive prices down through competition. Developers submit offers to supply power
at the lowest possible price, and winning bidders enter into 20-year power supply agreements at their auction-
determined rates.

The GEA-ALL is a uniform charge collected from all on-grid electricity consumers to cover the cost of these
contracts. It ensures that the financial impact of procuring renewable energy is spread across the system, rather
than borne solely by the distribution utility or its captive market.

Under the Green Energy Auction Program (GEAP), the solar auction ceiling prices were set at PHP 3.6799 per kWh in
GEA-1 (2022), PHP 4.4043 per kWh in GEA-2 (2023), and PHP 4.4832 per kWh in GEA-4 (2025)—already far lower than
the cost of generation from coal and natural gas at the time. Importantly, in subsequent GEA rounds, bid prices
have continued to fall, with fewer solar projects bidding at the ceiling price. In GEA-1, the majority of awarded
solar projects bid exactly at the ceiling. In GEA-2, 17 awarded solar projects did the same. By GEA-4, only one out
of 58 winning solar bids did so—a clear indication that competition is driving prices down and developers are
increasingly comfortable bidding far below the ceiling.

This shift reflects a maturing market. Where early auctions saw developers clustering at the ceiling rate, later
rounds show growing confidence to bid lower, driven by declining technology costs and accumulated experience
in the Philippine market.

Offshore wind, which is still in its early stages of development in the Philippines, was awarded at around PHP 11/
kWh in recent auctions—reflecting the higher upfront costs of this emerging technology. However, this should not
be viewed as expensive. When solar was introduced under the FiT in 2014, its rate was PHP 9.68/kWh—equivalent
to roughly PHP 12/kWh in today’s money when adjusted for inflation. By this measure, offshore wind is already
cheaper than solar was at its entry point. And as we have seen with solar, costs can plummet once supply chains
are established and the technology matures.

Like the FIT-ALL, the GEA-ALL is a transitional tool intended to accelerate deployment, allow technologies to
scale, and drive down costs through learning curves and economies of scale within the Philippine market.
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A small portion of what we pay

FIT-All and GEA charges account for only a small portion of what consumers pay on their electricity bills. In
contrast, the generation charge, which is largely driven by fuel prices, wholesale market conditions, and generation
procurement costs, remains the single largest component of the retail electricity tariff.

Breakdown of Meralco's Residential Electricity Rate
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This distinction became particularly evident during the global energy crisis in 2022. As international coal and
natural gas prices surged, generation charges increased sharply and accounted for most of the rise in electricity
bills. In contrast, FIT-All charges remained relatively stable and contributed only marginally to the overall increase
in retail electricity prices. The experience underscores that fluctuations in electricity prices are driven primarily by
fossil fuel costs rather than by renewable energy support mechanisms.

Viewed in this context, the FIT-All and GEA-All should not be assessed solely as line items on monthly electricity
bills. As discussed earlier, these mechanisms were introduced to accelerate renewable energy deployment and
help establish a competitive domestic market. Their success is reflected in the significantly lower renewable
energy prices achieved under successive rounds of the Green Energy Auction Program.

More importantly, their benefits extend well beyond the projects they support. Greater deployment of renewable
energy places downward pressure on wholesale electricity prices through the merit order effect, reduces
dependence on imported fossil fuels, improves long-term price stability, and strengthens national energy security.
While these system-wide benefits are shared by all electricity consumers, they are not immediately visible in the
FIT-All and GEA-All charges that appear on monthly electricity bills.
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Visible Charges, Invisible Savings

While the FIT-ALL and GEA-ALL appear as line items on consumer bills today, they must be evaluated alongside
the avoided costs they enable. The value of renewable energy is not fully captured by these charges alone. Itis
also reflected in suppressed wholesale market prices—savings that benefit all consumers but do not appear as a
separate line item.

A 2021 1CSC study found that variable renewable energy (VRE)—particularly utility-scale solar and wind—tends
to generate during periods of peak demand, when electricity is most expensive. Even with VRE accounting for
less than 3 percent of the total energy mix in recent years, analysis shows that it reduced spot market prices b

as much as 28 percent during peak hours in 2019. More recent analysis using 2025 market data shows that this

price-suppressing effect continues. ICSC estimates that higher renewable energy output lowered WESM settlement
prices by approximately 10 percent during periods of peak renewable generation.

Thisis a critical point. A relatively small share of VRE has already exerted downward pressure on the most
expensive hours of the market. By displacing high-cost peaking generators—typically diesel-fired plants that can
drive spot prices up to PHP 32 per kWh during tight supply conditions—renewables reduce clearing prices not only
for themselves but for all generators dispatched during those periods. The savings benefit the entire system.

If such price suppression effects are observable at below 3 percent penetration, the potential impact at higher
levels of renewable integration is substantial. Increased VRE capacity could further moderate peak prices, dampen
extreme price volatility, and further reduce reliance on imported fuels.

Moreover, the economic value of these system-wide benefits is now becoming increasingly evident. In 2025
alone, FIT-supported renewable energy projects are estimated to have generated approximately Php 261.4 billion
in market savings, exceeding the cumulative FIT contribution requirement of Php 220.5 billion collected from
consumers over the lifetime of the mechanism. In other words, the pioneering projects supported under FIT have
reduced overall system costs by more than the total amount recovered through FIT-All charges. This indicates that,
even when considering the direct cost of the incentive mechanism, the deployment of FIT-supported renewable
energy has resulted in net economic benefits for electricity consumers and the broader power system.
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The Path Forward

Leveling the playing field in the power sector requires a closer look at how risks and benefits are distributed. For
decades, the power system has been structured around fossil fuel-based generation, with built-in mechanisms
such as automatic fuel cost pass-through that transfer commodity price risks directly to consumers. Renewable
energy, by contrast, has no fuel costs and offers price stability—yet it has historically faced barriers to entry due to
high upfront capital requirements and the absence of long-term revenue certainty.

The Institute for Climate and Sustainable Cities (ICSC) argues that the FIT-ALL and GEA-ALL should not be
framed simply as additional charges. Rather, they are structured, time-bound mechanisms designed to
accelerate technology maturation, unlock economies of scale, and reduce long-term system costs. These programs
help correct historical imbalances by enabling renewable energy to enter the market on more equal footing.

Evidence shows that even limited renewable energy penetration has already reduced peak spot market prices
by a significant margin. Expanding renewable deployment can further lower price volatility, reduce reliance on
imported fuels, and create a more predictable cost environment for consumers and businesses alike

Renewable energy support mechanisms promote genuine competition and move the system toward a more
stable, resilient, and economically sustainable future.
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