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OAV - a powerful network

 OAV is a privately held non-profit business association aiming at
fostering bilateral ties and at promoting German corporate activities in
the region.

 Founded in 1900 by trading companies as a platform for lobbying and
representation of interest

 OAV has a regional focus on the Asia-Pacific and today covers all
iIndustries (production, trade, finance, services)

 The network of 500+ members includes companies from all industries
and all parts of Germany

« High ranking corporate representatives with a long track record in the
region are active in the OAV board and committees.

 OAV's Chairman is Jurgen Fitschen, Member of the Management
Board, Deutsche Bank AG
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OAV - political network

 OAV is a founding sponsor of the Asia-Pacific Committee of German
Business (APA) and involved in political representation of interest

 OAV works in close co-operation with government institutions both
from the Asian partner countries and Germany and with the
diplomatic missions

 OAV is regularly participating in bilateral economico-political
meetings on a governmental level and exchange of high ranking
Visits

* In Asia, the OAV works alongside the German institutions of Foreign

Trade Promotion (AHK — Foreign Chambers‘ Network). AHKs are
the official representatives in the region.
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Services for German companies

 Network
exchange with experienced companies and relevant consultants on
economic policies, amcroeconomic developments, framework
conditions, sector developments and practical issues

e Information
print and online documentation of political and economic
developments, sector specific background and statistical data

o Consultancy
iIndividual consultancy and tailored research

« Events
Information, exchange of experience and contacts through seminars,
exclusive luncheons and dinners and fact finding missions
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Philippines Overview

« land mass and population roughly
equivalent to Germany

e island state with more that 7000
different islands

* GDP per capita: $US 1.890

» presidential election will be held on
May 10, 2010
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Macroeconomic Situation

* negative macroeconomic situation due to the worldwide downturn

e diminished growth of GDP in 2009 (0,9 %), after a solid growth of
around 5,5 % over the last five years. forecast 2010: 3,8 % and
2011: 4,6 %

 merchandise exports fell by 22,3 % to US$ 37,5 billion, forecast for
2010: + 15,2 %

 merchandise imports fell by 24,1 % to US$ 46,4 billion, forecast for
2010: + 16 %

« stretched budget situation, especially due to tax exemptions and the
chronic constraints in tax collection

 moderate inflation of 3,2 % in 2009 after higher inflation in the
previous years. Will pace up due to bad weather conditions and
higher prices for imported oil and commodities.

Renewable Energies on the Philippines: Basic Economic Conditions and 6 von 20
Governmental Programs, Lukas Brandau, Export Forum: South East Asia,
Hanover April 20,2010



German Trade with the Philippines

» German Ex- and Imports (in 1000 Euro)

e main export commodities:
Imports 16156 electronic devices, machinery,
equipment for electricity
generation

331652 o N
Exports e main import commodities:
41852 : . .
=217 electronic devices, office
781203 equipment, equipment for

electricity generation

2005 2006 2007 2008 2009 « Germany: second biggest
export destination in Europe
after the Netherlands
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Philippines — Energy Sector

« strong growth in electricity demand
— growth of the economy
— growing population
— annual increase in energy demand of 6,7 % until 2014
— strong regulation of electricity price
— electrification of rural areas not yet completed

e power shortages expected in 2011/2012 (drought has
already reduced hydropower output in Luzon and
Mindanao)

 three different power grid (Luzon, Visayas and
Mindanao)

e government commitment to national sources of energy
privileges renewable energy
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Philippines Energy Mix

e Share in primary energy supply
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e production of 60 Twh in 2007
* increasing demand for gas
 decreasing demand for oil

e government programs focus
on renewable energy

* high potential for geothermal
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Geothermal Energy Potential

» 2nd largest producer of geothermal
electric energy (behind the US)

e utilization:; around 2.027 MW

» 4 geothermal service contracts awarded
in 2008

- three of a capacity of 20-40 MW
- one of a capacity of 60 MW
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Wind Energy Potential

Bangui Bay
Burgos \
e target: to be the largest wind energy
producer in South East Asia

e potential: 76.600 MW

 one existing plant: 33 MW by
Northwind Power

« very low utilization of wind energy potential

Source: Department of Energy
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Solar Energy Potential

e potential: 5.1 kWh/m?/day (6-9 hours)

e systems installed: 24.531

o especially promising for electrification of rural areas

* possible schemes for rural electrification
— Solar home systems
— Battery charging stations
— Hybrid systems
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Biomass Potential

* rice husk power
potential: 360 MW

e coconut residues
potential 20 MW

e sugar cogeneration
Potential: 540 MW

« first rice hull cogeneration
plant commissioned in 2008
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Hydro Power Potential

« second largest producer of energy generation
e potential: 10.500 MW

o utilization: 3.342 MW

e double hydro capacity by 2013

e strong dependence on weather conditions

* 5 Mini-hydro power development contracts approved

e 15 Mini-hydro exploration permits with 78.1 MW capacity
Issued
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Energy Independence Package

e energy independence
— achieve 60% energy self-sufficiency
— main focus on gas and gas condensate

* renewable energy policy framework
— targets

expand contribution of RE to reach 9.147 MW by 2013

to be no. 1 geothermal producer in the world

to be no. 1 wind power producer in Southeast Asia

to double hydro capacity by 2013 (additional 3,100 MW)

to increase contribution of biomass, solar and ocean energy by 250 MW

« poverty alleviation through rural electrification
— renewable energy bias in rural electrification

e sustainable development
— environment protection
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Renewable Energy Act

* renewable energy act signed in 2008 and took effect on
30 January 20009.

* renewable portfolio standard (RPS)
— requires electricity suppliers to source a certain portion of there
energy supply from RE resources
* renewable energy market (REM)

— submarket of the wholesale electricity spot market (WESM)
where RE certificates will be traded

« feed-in-tariff (FIT)

— guaranteed fixed price for at least 12 years for electricity
production from emerging RE resources
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Government Incentives

« production incentives
— Incom tax holiday (ITH) for seven years

— duty-free importation of RE machinery, equipment and materials
within the first 10 years

— special realty tax rates on equipment and machinery

— net operation loss carry-over in the following seven years
— 10% corporate tax rate after the ITH period

— tax exemption of all proceeds from sale of carbon credits
— tax credit on domestic capital equipment and services

* Incentives for feedstock producers

— duty-free importation on all types of agricultural inputs,
equipments and machinery
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Government Incentives

* Incentives for RE commercialization

tax and duty-free importation of components, parts and matirials
tax credit on domestic capital components, parts and materials
incom tax holiday for 7 years

zero percent value-added tax rate for all RE equipment transactions
tax rebate for purchase of RE components

e consumption incentives

zero percent value-added tax rate on sale of fuel generated from RE

green energy Option to allow end-users the option to use RE as their
source of energy

net-metering for RE to allow end-users generating own power to sell it
to the grid

Renewable Energies on the Philippines: Basic Economic Conditions and 18 von 20
Governmental Programs, Lukas Brandau, Export Forum: South East Asia,
Hanover April 20,2010



Conclusion

e (+) growing energy needs
— shortages anticipated
— commitment to renewable energy

* (+) heavy reliance on imports of devices, Know-how and
technology

* (+) extensive incentives for companies in the RE-Sector

 (-) continuing structural deficits

* (-) longsome decision making

* (-) slow pace of liberalization

» (-) difficulties in the awarding of contracts
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Contact

OAV — German Asia-Pacific Business Association

Lukas Brandau

Bleichenbruecke 9, 20354 Hamburg
Tel: +49 40 - 357559-0

Fax: +49 40 - 357559-25

Email: brandau@oav.de

Internet: www.oav.de
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