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Semirara Mining & Power Corporation:  
Semirara Bets on a Power Shortage

Semirara Mining & Power Corporation (SCC) power asset managers don’t want 
to contract its power generation capacity, at least not long and much of  the 
300MW South Luzon Power Gen whose contracts with Meralco have expired.  
Instead, it is playing the spot market whose price it bets will shoot up amid a 
looming power shortage rooted in the hanging seven power supply agreements 
with the revamped ERC. Also Malampaya will be on shutdown by October. 

Our quantification of this strategy is that half of SLPGC will be recontracted 
and yield Php690m in profits this year on capacity factor of 60% and net profit 
margin of 30%. The other half assuming an average spot price of Php3.50/kWh 
in a hot El Niño Year of 2019 could be selling 90MW at same capacity factor 
for total net profits of Php890m or a combined net income of Php1.6bn for this 
year. 

With half of Sem Calaca’s 600 MW (2x 300MW, the older acquired plants of 
SCC built in the early eighties ) on rehab in the first half and unit 2 alternately 
down  in the 2nd half, Sem Calaca’s net profits could reach Php2.3bn, double 
versus that of 2017. Overall, the power gen’s income from its 900MW capacity 
will improve by 77% to Php3.9bn from 2017’s results that were marred by plant 
breakdowns and capped profits to just Php2.2bn. 

But the question is will the plant rehab of Calaca be a success. This is the ques-
tion management posed upon itself. So the horizon is filled with uncertainties. 

The coal business is not very different. Selling prices have dropped 15%, likely 
offsetting much of the projected 12% growth in sales volume target of 13mn 
tons this year from 11.5mn tons in 2017. The higher shipment this year is 
helped  by more additional capacity after the Php1bn rehab of Panian mine in 
Panay. The coal business margin is challenged  and thus mining efficiency (low 
cost and scaled up operations)  is the big goal this year. 

Much of the market’s negativity about Semirara is already  in the record low 
price of Php20 on close yesterday, also a record low PE of 6x from 12x in heyday 
year 2017. 

Switching from sell to trading buy on valuation, dividend yield being higher at 
6% and hopes for a 14% earnings growth recovery to Php13.7bn.

See last year’s operating results of coal’s  core income of Php9.7bn, 7% up and 
disappointing vs the guided 14mn ton shipment ruined by the four storms of 
last year.

The power business was an even bigger undershot, with core income for South 
Luzon and Sem Calaca sharply lower by 47% and 66% to Php1.2bn and Php1.0bn 
due to the forced outages (leaks in the boiler tubes). The income profile re-
flected the volatility of both the power business and coal mining, the former 
was envisioned to be the more stable and a growing share of total but is now 
looking more fragile compared to the cyclical mining business which is the bulk 
of last year’s core income, a fifth from almost half two years ago. 

Full year 2018 core income disappointed at just Php12bn vs expectations of 
Php15bn and lower than the Php14.4bn in 2017.

There were of course insurance coverage for the plant breakdown and claims 
are expected this year for business interruption and hardware itself  worth 
about Php600mn to Php800mn but which won’t form part of what is considered 
to be “fundamentally” core income for this year.
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Table 1.  SCC’s Segment Financial Highlights
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