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Overview of the Natural Gas Industry
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Current Status of the Natural Gas Industry

IH 2017 Total Installed Capacity

Natural Gas

Total Intalled Capacity: 24,621 MW e T
Rengwable Engroy Share: ~ 32.5%
1H 2017 Gross Generation
Qil-based
= Aggregate capacity of natural gas power plants 2.%% Natural Gas
is 3,200 MW, in 1H 2017 the share of natural 24.0%
. . e . e Geothermal
gas in the installed capacity is 15.9 percent 13.8%
= The share of natural in 1H 2017 the share
is 21 percent . The residential sector is the Codl
biggest consumer of electricity followed 48.6%

by the industrial and commercial sectors.
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Gross Generation: 44,649 GWH
Natural Gas Share: 21%
RE & NatGas : 48.5%
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Policy Thrust/Directions

* The plans and programs for the downstream natural 1 ::::25 2 Eﬁ:ﬁze 3 A Gsrencron
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gas industry are anchored to the energy sector TR ACCESS Kt CARS covemnmENT
strategic directions which are aligned with the IN ENERGY
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SCTIONELANS FUTURE PROTECTION PARTNERSHIPS

* Natural gas also contributes to the goals of the
government towards achieving energy security,
sustainable development and improve access to clean
energy

DOE’S NINE POINT ENERGY AGENDA

. . AR e S T0 BRI ELEGTRICITY PRO-CONSUMER DISTRIBUTION
* To ensure the continuity of power supply from natural i = NS FRANEWORK FOR AFFORDABILIT,
gas-fired power plants to anticipate the eventual D) AooPTING A TECHNOLOGY NEUTRAL
) APPROACH FOR AN OPTIMAL ENERGY MIX STREAMLINING DOMESTIC POLICY
depletion of the Malampaya gas field by 2024, an — 70 CU RED TAPE
integrated LNG receiving and distributing facility with 2odn o e DEMANDEEDSBY —_—
DOE
a reserve initial power plant capacity of 200 MW will ANTIPATONoF e AWMA VAR
DEPLETI
be constructed.

_\6’_ PROMOTING EFFICIENT USE OF POWER

(I8 FACILITATING THE COMPLETION OF AMONG CONSUMERS THROUGH AN IEC

E;/ TRANSMISSION PROJECTS BY 2020
* The Philippine is strategically located in the major |#icieloilitimen cume morren
trade movements, it envisioned to be the LNG ' 3
market/trading and trans-shipment hub in the Asia- /T D
Pacific region. i
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Implement the
zero import duty
of LNG
_importation

Ensuring that gas related
activities be part of the
Investment Priority Plan

of BOI for the availment of

incentives

)epartment of Energy
mpowering the Filipinos

Establishment of the \

Natural Gas Quality
Standard

Advocate the Passage
of the Department
Legislative Agenda

Development of the
Philippine National

\ Standards for natural
“EEREMIIES

Continue conduct of
IEC activities and
conduct of market

profiling




Development Strateo

» Passage of Executive Order 30

- provides for energy projects amounting to at least US$70 million
to be classified as projects of national significance

 mandate the streamlining of permitting process of all government
agencies under the Energy Investment Coordinating Council
(EICC) to act on proposal within 30 days, otherwise, the proposal
is deemed approved.

» [ssuance of the “Rules and Regulations Governing the
Philippine Natural Gas

« provide a transparent guidelines for investors.

« provide the creation of liberalize markets and entry of
Investment through TPA

v usher in the development of the natural gas
industry

v’ transform the Philippines as the liquefied natural
gas (LNG) trading and trans-shipment hub in the
Asia-Pacific Region




PNG Circular

Permitting

a. Natural Gas Facilities

1) Notice to proceed (NTP)

2) Permit to Construct, Expand, Rehabilitate and Modify
(PCERM)

3) Permit to Operate and Maintain (POM)
b. Supply

1) Acknowledgment to Import
2) Acknowledgment to Supply and Transport
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Development Plans and Programs

To increase the utilization of natural gas :

Expand Supply Source

-intensifying exploration for indigenous gas deposits and

studying options for economically using imported LNG

« Market Development

- vigorously promoting its use in the

transportation, commercial and residential sectors

 Develop Critical Infrastructures
- that will efficiently deliver gas to the demand centers

- Establish Public-Private Partnership

- continue to encourage the private sector to assist

government in developing the natural gas industry.

« Capacity Building

- develop skills and competencies to manage the industry
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Malampaya Gas as the Only Source of Natural Gas Supply

» Malampaya has existing six gas sales and purchase agreements for a total of 3, 200 MW

- 500 MW San Lorenzo PP (First Gen) - 414 MW San Gabiriel ( First Gen)
- 1000 MW Sta Rita PP ( First Gen) - 97 MW Avion ( First Gen)
- 1200 MW llijan PP ( KEPCO) - 18 MW Shell Pilipinas Oil Refinery e ey

Trade flows worldwide (billion cubic metres)

> Malampaya has an average production of 450 million standard cubic feet (mmscf) per
day f

» The Malampaya concession expires in 2024 and Drop in supply is expected to start by
2022, supply can go as far as 2027 but it does not have enough gas for further
expansion to provide the future natural gas requirements particularly on the plan to
expand the application of natural gas in industrial, commercial, residential and
transport sectors. s

Canada
B Mexico
WS, &Cent America °°

. Europe & Eurasia
» Thus: W Viddle East
Africa = Natural gas
1 Asia Pacific — NG

> In the short term, Philippines has no sufficient supply from Malampaya or other
potential developments to justify new infrastructure development.

» New gas might come from domestic resources, but the volumes and timing are
unpredictable.

» The logical source of new gas would be the imported liquefied natural gas (LNG)
to ensure supply security and sustainability of natural gas

» Much cheaper than oil, competitive with coal in the mid-cycle, and once import
facilities are built, industrial, commercial, transportation and residential users can
also gain access to gas
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Development Plans and Programs
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PETROLEUM BASIN
PROSPECTIVITY MAP

Most Prospective Basins
NW Palawan Basin
SW Palawan Basin
Sulu Sea Basin
Cagayan Basin
Visayan Basin

Central Luzon Basin
Mindoro-Cuyo Platform

Prospectlve Basins
East Palawan Basin
Reed Bank Basin

SE Luzon Basin
Agusan-Davao Basin
Cotabato Basin

Frontler Basins

1 West Luzon Basin

2 West Masbate-lloilo Basin
3. llocos Basin

4 Bicol Shelf Basin
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Development Plans and Programs

Access to Imported Liguefied Natural Gas

Major trade movements
Trade flows worldwide (billion cubic metres)
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The Philippines sits in the middle of Asian LNG Trade
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Development Plans and Programs

Strategic Infrastructure in Luzon
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Development Plans and Programs

Potential Market for Natural Gas Strategic Infrastructure in Luzon
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anchor loads

Gas throughput build-up with power
plant and later capacity expansion

Ramp-up period could be less
than one year; no subsidy
needed because the
operational period of negative
cash flow is very short

Percent of throughput capacity

Years
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Power generation
capacity can come
on-line when the gas
infrastructure is
complete

Cross-
indemnification:
liguidated damages if
either party does not
complete
infrastructure on time
(if project is not fully
integrated)




Opportunities for Investment

= Provides the natural gas requirement of the existing
3,427 MW gas fired plants when Malampaya runs down

= The Philippines will need 43,765 MW by 2040, 14,500 === . == |
MW will be for mid-merit and 4,000 MW for peaking 5]

= RE capacity is poised to increased from its 2010
level of 5,000 MW to 2030 level of 15,000 MW, due its
intermittent nature, natural gas fired power plants can
complement when these plants will not be running

= Additional potential demand of LNG will come from the
off-grid or missionary islands by replacing the existing
diesel-fired power plants with natural gas.

= LNG will primarily be consumed in the power sector, but
will soon cover non-power applications such as in the
industrial processes, transportation, commercial and
residential sectors

% Department of Energy
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Additional Power Capacities
2017 to 2040

SRy RS TR Capacity Addition | MW | THE PHILIPPINES WILL NEED
O Capaoty hddton - Mererd . bassinas 15285 43,765 MW ADDITIONAL
I Capachty Addition - Bk . Mid-mer 14,500 CAPACITY BY 2040 e
o resasited Inching Peaking 4,000 *"'—t l

. TOTAL 43.765 ="
B Commited Midmernt = _f,f“"rj
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Capacity

In pursuit of a policy that aims Addition, Luzon Visayas  Mindanao
to develop technology-neutral in MW / \
; ; Baseload (Ceal,
€nergy sources in meeting t?e Geoteml NatGas™, 13,635 5,330 6,300 25,265 The government is determined to
ideal proportion of 70%- |lhees achieve the ideal and dependable
%-mid- i Mid-merit 70-20-10 energy mix, through
baseload,. 20% ml.d merit and Mid-merit 8300 3,000 3.200 14,500 oy gy mix, g
10%-peaking requirements for |others) massive infrastructure development
. . with the indispensable participation
power generat|on. P_eal_(mg 2,450 850 700 4,000 ]
(Ol Wind & Solar £V) of the private sector
Total per grid | 24,385 9,180 10,200 = 43,765 \ /

Note: At 70-20-10 Baseload, Mid-merit, Peaking Requirement

*NatGas currently considered as baseload but belongs te mid-merit category; Department of Energy
Biomass is baseload only during availability of feedstock;

Hydro is baseload only during rainy season. 5 December 2016
Wind and Solar PV output subject to availability
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Thank You !

(+632) 840-0774

laura.saguin@doe.gov.ph

www.doe.gov.ph

//[doe.gov.ph
@doe_ph
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