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Presost effovts by SSAID is ths fleld of rurel slectrifisation is the
milippinse origissted with the VBAIN-spensored
in 196A. The Survey wes follewed by USAID tecimical cesperatien projects
over the peried FY 1967 - FY 1970.
Three associsted deve ‘1osns were mede in FY 1969,

These efforte have met with ceasidersble success and sn ebthusiastic
response from Philippine Govermment ssthorities. A separets rural electri-
fication project should now be established so that a coordimsted program msy
go shead, with full efficiency end effect, based ou the enssursging record
to date.

The following nerrative describes USAID's electrification activities
and presents plans for the future. Futwre activitics should be implemented
under the Rural Electrification Project covered by this FPROP,

Ly e

. m i_...l..»,;‘:v "ﬁc ;

Electric pover is presently unaveilable to over 801 of the Philippine
population. Recognizing that adaguate, dependable and vessonsbly-priced
pover cen significantly ssefst social and economic development, the
Governnents of the Philippines (GOP) ard the United States have mcamted
a joint effort towards developing an electric pover infrastructure in the
Philippines, with emphasis on development of successful rural electr{fication.

Encouraged by the passags of R.A, 6038, comprehensive landmerk
legislation mandating "--= Total Electrificetion of the Piilippines Ouv Aa
Area Coverage Scrvice Basia =--=", UBAXD proposes to support and assist
this national cbjective by providing technical assistance and participant
treining totalling $500 thoussnd for the periocd FY 1971 through FY 1973,
The technical gssistance and training inputs will ba aimed primerily at
the development of both public and private institutions needed for the
regulation, financing, technical assistence, and general ismplementation
of a realistic and attainable clectrificntion progjan for the countsy.
Complementing this effort are 8 to 12 rural electric cosperative fessibility
studies to be accomplished by December, 1971 under an AID Feseibility Study
Loan (492-H-023).

Backed by an expressed GOP enthusisss, the program is mowing fexrward
wethodically and diligently, in compliance with the new law. Nowever,
based on favorable publicity gencrated by recent pest activities in this
field and en unprecsdented public clamor for speedier progress, the GOP
has responded by indicating its desire fur a more vigorous pursuit of
accelerated gencral slectrification. Demcustrable msnifestations of in-
creased COP resource allocations and (upport for the progrem may mabhe {t
appropriate for USAID to revise its preseut modest assistance. “u
a higher, more responsive level at some future time.
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IX. fetting ox Ravirogment

Adequats electric secrvice is generslly swsilable only ia the
major urben areas of the country. There are many small private and
municipel systems serving other areas, but such sarvice is ususlly in-
adequate, being limited in extent, intermittent sad unreliable, and
expensive. Thus the great msjority of the countryside is completely
without electric sarvice, a small part bas service vhich is largely un-
responsive to its nesds, and only certsin major urban srecas are well
sexved. Thirty million Filipinos, from a total populetion of sbout
37 million, lack this vital service which could improve their way of
11fe and make their labors wmore productive and rewarding.

The lack of adequate videspresd slectric service can be attributed
to many factors, In the past there has not been a nationsl amphasis
on concepts snd plans which would bring absut such a development.
Finsocing bas not been available in ths amownt, rats or term conducive
to large-scale utility expansion. Utilities tequire long-term capitsl
at reasonable rates 1f electricity is to be provided to the consmmer
at rate schedules vhich encourage its sbundant use. Also, smell isolated
systems do not have the opportunity to benefit from competent mansgement
and technical support, or to profit from the efficlencies and ecoaomics
availadle in large-scale operations, Franchise allocations and laws,
industry regulation and standards, and & philosophy of wservice not
particulariy responsive to the public interest all tend to inhibit
service expension and improvement.

Since 1962 a small progrem of eleeirification has been and {s being
conducted by the Electrification Administration. This program is generally
ineffective in concept and implementation. However, in recent years
there has been & growing realization by GOP leadership that widespread,
satisfactory electric ssrvice is one of the more vital elements in social
and economic progress. This realization was esphasized in the summer
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of 1969 by ensctasat of Bepubific Ast 6038 - The "Natiemal Klectrificatiean
Aduinistrstion Act™. The tetal electrifficetion of the Philippines on en
avea coverags basis is declared, in the Act, to be a matiensl pelicy
objective. The Act provides mmch of the legal framewerk for the attain-
msat of this ebjective in an evderly and vigorous msnmer.

In response te requests from the COPF, USAID has provided finasncial
and techanicel assistance aimed st dewveleping a realfistic slectrification
pian for the Mailippines. Two pilot project fesaibility stedies for
ruxel electiic covperatives were completed by USAID in (968, VUSAID
then loasn-fineaced (¥Y 1969) the foreiga exchange requirements of both
projects. Local currsucy costs wers lean-fineuced by the Q0P through
the Electrification Administration. Both systens - Victorias Rursi
Electric Service Coesperative (VRESCO) ia morth'rn Negros Island and
Missmis Oriental Rural Electric Service Ceoperative (MORESCO) in noxthexn
Bindanso, are expected to be in operation i{a 1971. These pilot projects,
though still incomplete, helped generate considerable enthusiasa and
support for enactmsnt of Republic Act 6038, and for continuation and ex~
pansion of such project development,

Contract persounel from the NMational Rural Electric Cooperatives
Association (NRECA), Washington, D.C., 2ssisted USAID in the preparation
of VRESCO and MORESCO studies. The GOP then requested USAID epproval for
funding, from the AID Feasibility Stwdy lLoan, of &n additional 3-man NRECA
team. This team arrived in the Philippines in December 1969 and will wvork
directly with the Hatiomal Electrification Adainistration(NEA) over a
two-year period, Its function will be to provide advice, guidance,
assistance and training in development of new feasibility studies .

Yor the establishment of viable elcctric service cooperatives. Troining
.of local counterparts vill be emphasiszed.

By law, the Naticnsl Power Corporation (MPC) of the GOP is charged
with responsibility for hydro-electric power developmsnt, and generation
and transmission of electric power throughout the Mhilippines. NPC's
prasent efforts are primsrily concentrated in Central Luzon with about
430 megavatts of instelled capacity, although they also have limited
facilitiss on the island of Mindanso with roughly 150 megawatts of
installed eapacity,

To expand their activities in Mindanaoc, WPC, using the AID Feaei-
bility Study Loen, is conducting a study for an overall leng-range and
phased power development plan for the isiand. This will fnclwde addi-
tions! developmant of hydro-power facilities on the Agus River, pessible
thermal plants at major load centers swvay from the existing Meria
Cristine fecilities, and a high-voltags transaission grid mstwozk te

serve the gntire island. It 1s hoped that the NPC will implement this
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plan waing incentive retes to encowrsge lead promotion end growth,

IIX. Sgrategy

Total electrification of the Failippines will depand on serviece
from Coverament, private, sunicipsl and cooporative systems. Cosxdinated
long-term plamaing is essential in ovder to schisve the most effective
development of the country's power resources. The Naticnal Electrification
Muinistration Act crestes & coordinating group - the national Powar
Davelopment Council. USAIR foresses that $is Councii, vhen conwvened,
will provide oppertunitiss for cosparation between ail segments of the
industry.

Feasibility studies to be presparxad by the new NKECA tesm, workiog
wvith WEA etaff, will be fmplemented as soen as possible. Xt is believed
that the COP, in addition te drawing from their own budgetary rescurces,
will look to the Asian Development Bank and perhaps the IBRD as possibie
sources oI capital financing for projects. The development of additional
electric systems will reinforce the planmned pattexn of development by
which all areas, now without electricity, may receive service. Area
coverage, an important ideal ia R.A. 6038, will be emphasized. These
nevw projects will include geucration and transmizsion a8 well as distri-
bution facilities, Successful results are expected to engendar additionasl
support from govermment snd private interests. Economic ami social [rograss
¥ithin nevly electrified areas will be well publicized, so a8 Lo increase
interest in the program from unserved areas and fostar dewmands for a
more cxpeditious installation of electric service capability by the utility
‘mu.mo

The main objective of the project is to provide technfcal assistancs,
advice, and consulting services to:

A. The VRESCO and MORESCO pilot projects, to assiat in their
early campletion &s cperating antities.

B. The Presidentis]l Economic Staff (PES), to enccurage the
enactment of nesded additional legislation, rules and
rvegulations to implemant the provisions of R.A. 6038,

C. D; NPC, to encourage implementation of the Mindanse
Development Plan.

D. The NEA, to aseist in the implementation of from fowx
to eight additiensl electrification prejects. (Thees
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will be based on the 8 to 12 fearibility studies being
aceomplished under anether eonewcrent project by
WRECA/GOP Contract.)

The private sector, threugh swch organizations as the
Private RElectric Plant Operaters Associztion of the
Fhilippines (PRPOA), to encowrags end assist in the
{mprovement of mansgement and operaticns, anxd in the
expansion of existing facilities, to provide incrcased
and more reliadle electric servica at reascnable rates.

While carrying out the above activitics, and fn coordinatfon ; .
and compler ntary to the sspavate MRECA foesibility study effext with

the REA, it is fntended to provide local, regicnal and ¥.S. €raining of
Tilipinc officisle and pexrsonusl, te awtabiish 2 cepability within the

12

PMilippines to carcy out @11 functions of plenning, studics, orgsnization,
management, and other activities dirvectly xelated to elecirification.

Course of Action

USAID will provids direct-hire staff members, NEFCA electrification

specialiists, and special short-teim censultoantsz to:

A,

B.

Work with and assist tha ownezs and ataffs to sxpeditiously
complete the VRESCO and MORESCO projects as viabie operating
entitiezs to scrve approximztely 200,000 paople, and make
their operating date availsble for feidsnca and use in
plenning and operating of subesquent similar prejects,

Encourage the COP to appoint, as scon as possible, qualified,
respected and dedicated public offfcials snd vspresentatives
of the power industry to the NEA Board of Adminfstrators

and ¢o the Power Devalopment Council o provide the
guidance, leadsrahip and expertise necesszery to implemeant
the goals of the Natfional Electrificetion Act.

Provide contimuing technical sdvisory assistance to the

NEA Board of Administrator and staff to establisch policies,
prozedures, standards and criteria in consonance with R.A.
6038 s0 that the MEA will effectively function as the
primary loan agency, regulatory sunthority, source of techni-
cal assistance and promotional organization for rural
electrification of the Philippines.

UNCLASSIFIED
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C.

Work diveatly with the Power Develepment Cowncil to bring

sbout effegtive cosrdination and eseperation ameng 2l
eniities coucerned with slectric power so as te ssswre
oxderly but rapid electrification of the cowntry with s
sinimm of wsste snd duplication of efiort.

Assist the RXA and itsprospective borrowers in seeking

and securfing foreign cxchange finencing from internstienal

sources and Lncal currency financing frem institutions
vithin the Philippines. '

Develop the technical expertise of NEA, Cooperative,
and/ox other personnel in all phascs of electrification
activities and efforts; and also arvange for (1) in-
country on-the-job and academic treining, institutes,
seninars, and workshops, and (2) selected but limited
third-country and U.8, participant training.

Work directly vith emtities of the COP, principally
the Presidential Economic Staff (rzs), to resesrch,
draft, and proposs appropriate additionsl legislation
along with the necessary promulgetion of executive
orders aud rules and regulations to fully and ax-
peditiously implement the true intent of R.A. 6038,

VI, Pinancial Inpute

MO

A

1) Three full-time technicians, two of vhom are
presently project-funded thru FY 1970 -~ all three
will subsequently be project-fusrded under this
project through June, 1973, at 2 total cost of
approximately $335,000, to complate the VRESCO
and MORESCO projects and provide general advisory
assistance on power development and electrification.

2) Short-term consultants (such as specialists in
electric cooperativr accounting, power ugse, fin-
country training, workshops and seminare, sad
legal affairs) until January, 1973 at s cotsl
estimated cost of approximately %120,000.

INCLASSIF1ED
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c.

A.

COImIODXTIES:  (Almost all of the initial commodities
nceded, such as vchicles to initiate the U.8.'s
clectrification assistance efforts, have already
arrived or arc on order):

1) Grant funding of "bench~type™ testing instruments
and other minor laboratory equipment at an estimated
total cost of $5,000,~

PANTICIPALTSS

Continue to provide traifning to four carefully
screencd and sclected participants per year for direct
on=tlic=job training as actual employces and staff
members of rural electric cooperatives ia the United
States for thrce to cix months at an average cstimated
cost of approxircately $3,000 cach, It ia algo cone
templated that fxom time to time trainces from both
NEA and Philippine Cooperatives, and other related
organizations may be sent out of country for other
specialized training. For this latter puzrpose an
anouat of {C,C¢l. annually should be sufficient to
finance two payiicipants pew yecar. Total estimated
cost for participant training during the life of this
project is, therefore, £(0,Ut{, Other training, to be
conducted in-country by the specialist discussed above
in A.2. will be at no additional cost to this project.

COUNTIRPLART TICLMNICIANS:

Anproximately 15 counterpart technicians wili be
p-ovided to this project, primarily from the NEA, with
approximately 12 to 13 vorking on the new electrification
TeorfLilsey otudicd 2wl Wo ogher Duo or thvee belng ™
involved in the MORKSCO awxl VRESCO projccts. Additional
counterparts will be asei;ned as now electrification
projeccts are implemented.

FUNDING:

1. P£300 million apprepriated by Reoublic Act £6038
(tlational CElectrification Act) in 1969 for use
over the next ten years thru low-cost loans to
clectrification projects. (Annual fund releaced
of approximatecly £300,000 are made out of GOP?
General Revenue Funds for administrative costs a~

UNCLASSIFIED
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493-31+220-169 Rlectric Power Industry 1964 Ny 2% - -
: Saxvey

492-11-220-169 Kleetvie Pewer Industyy 19¢S s - s -
Sawvey _

492-11-220-189 Rwral Electrificatisa 1967 158 138 - -
Cosps

492-11-220-189 Rural Kiectwification 1968 2 - 2 -
Coeps »

492011-995-235 Previscial Development 1969 129 106 - b3}

4921i-995-237 Cenmsrwl Participsnt 1969 (| - [ ] -
Treinisg

492-11-995-236 Proviscisl Develepment -ISJOK 63 42 _J4 _9

: .
Total S = 2 X

DEYELOMEG LOAN YRS

492-21-290-095 TFeasibility Stuiies 1969 258 258 - -
Loan

492-52-220-189 Bwrsl Electrificatiem 1969 2,000 Loaa #492-n-C23{ymmsco)
Coeps -

492-52-220-109 Mural Klectrificatisn 1969 1,]00 Lean M92-N-026 (MERESCO)
Cosps | .

Total FR
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Emchg. Rate $1 = P5.50
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AID=controlled Other Cash Other
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¥.8. - 3 Comtry> Cooperating Punde ’ Tous t Valws & : Nazhet
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Be1 ' |

A .. . 1,018 10,000
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m - - -

B+3

i - - - -

aAll

“. - - - -

Togal . ,

Life - . 0.5V 420,000%

* Possible MASO inputs of P25-30 million over ¥FY 1971-73 period.
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QP funding input, counsidering a1l sewrees discussed in FROP,
& ;nt" funding input, constderiang sll seurces discussed in PROP
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