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Atta;;hed for your revi e\'! are recommendati ons for 
authori zati on of a loan t6 the Government of the Republ i c of 
the Philippines in an anxJunt not to exceed Twenty Million DQltars 
($20,000,000): to pennit the BeneficiClry to finance the foreign 
exchange costs of certain engineering and other professiona1se14 vices 
required to co~tinue development of its institutional and m~nagerial 
capabilities ana to permit the Beneficiary to relend the remainder Of 
said proceeds to a number of newly established rural electric coopera­
tives to finance the foreign exchange costs of certain goods and 
services required by said cooperatives for the development of their 
distribution systems. 

This loan proposal is scheduled for consideration by the 
Development Loan Staff Committee Wednesday, June 19. 1974. Also 
please note your concurrence or objection is due by close of 
business on Monday, June 24, 1974. If you are a voting member 
a poll sheet has been enclosed for your response. 
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ANNEXES I - XIX 
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Office of Development 

Program Review 



- 1 -

Philippines - Rural Electrification 'II 

Summary and Recommend~tions 

1. Borrowe~Be~1eficiary. - The Government of the Republic of the Philippines 
(GOP) will uc the Borrower. The Executing Agencies will be (a) the 
National Elect,rification Administration (NEt.), a'J autonomous public cor­
pOTilt j on created for the purpose of develop:!.ng and implementing a national 
plan to bring eiectric service to all segm~nts of rural Philippines, and 
(b) up te, 15_.rJn'al.,electric ccoperatives '1hich will be the Ultimate 
beneficiaries. '1:he exact munber of cooperatives will depend on the size 
of th'.:ir core "3yst~ms and the related foreign exchange costs. 

2. lilllolmt. of..1.~ $20.0 million 

3. Terms: J\f~paymcnt within 40 years, inclu1ing a ten ye.ar grace period; 
interest aT, 2:~ ::JlH!l .. ally dnringche ,grace pedon, and 3% thereafter. 

l. PU,J.'uose: 'Vo assist the ~-::0P in it.s efforts to blprove '':;he economic and 
-~~---

social condi t,i()n~ of .,:'ural areas by rroviding continous, dcpendu:!"lle and 
economical e.Leci;ric service on a self-supporting basis. 

). rroje.£L.p~scr~J2.tioll: r[h\~ project consis".,s of the construction of 
H.dditione.l rawer diRtributi.on faciJ.ltie[; within the framework uf the GOP 
p!.'ogrwn 1\)J' rural e},ectr:;'f'ication. It is Hn+ icipated that up to 15 new 
<!OOPS systems 'J~.l.l 'he dev<:.loped. :.:.8 a resUlt. of this loan. 

0. ~.j·2.~£~'81_f) H.no. FinWlcing Arra.ngements ~_:r'he gQ_.o million AID loan 
isueiug made available as a line of credit t,(') NEA fl)r the foreign exchange 
cc~ts of rl';;C2s8~,ry cOllunodi ties and Gervices to dl' \re].op the coops. ~ 
GOp. will fine,ncE: nIl of the local curren-:.v requirements. This contribution 
is cu.:.rently estir.w,ted to he $16.? million cquiJ.!llent. 

'" Other Guu.rceG of Filiill1cin~: 'l'hls loan i.~~ III !'f.;sponse to the U.S. 
GO'i'c~ruu~lltrz pledge, first~~~ on the 'JcCI.'.~;::'Oll d' the :'onsL1.ltative Group 
meeting in PariE: in AprE, 1971 to participate in the GOP eff0rf.: to 
develop its power sector, 'rhe IBRD and AIIB f.re committed to :lSt·.i.:,t. witt, 
other aspects of the total lJ0we:r progra,\il, (i. e., t!.<:'ner:lt ion a.nd transmb!: Lm) , 
and are presently negotiating with NPC for a.dditional 10anG to 5u;-'port 
this sectr)r. 

The Export-Import Banl~ has advised A.LD. that it is !lot interest21.1 
in financing thi3 project. 
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8. Country Team Views: The Country Team views this project as being 
a key element of USAID!Philippine's current program, emphasizing the 
GOP's effort~ to develop the rural/agricultural sector, and accordingly 
recommends ~arly authorization of the proposed loan. 

9. Issues: None 

10. statutory Criteria: All statutory criteria have been sati3fied 
(see Annex XlIII) • 

11. Hecommendations: Authorization of a loan to the Republic of tht;; 
Philippines to finance the foreign exchange costs of goods and servic~s 
for the project as set forth in the draft loan authorization attached as 
Annex XIX • 
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I. 'Background. 

A. Gener!l.l 

Today, approximately 11 million people or 257-. of the Philippines' 
population of about 41 million have some sort of electric service. About 
4 million of these live in Manila and its adjacent areas. Another 4 
million are located in other urban areas. It is in the barrios and rural 
countryside, where 75% of the population lives, that the benefits of 
reliable electric service have been almost totally lacking. 

Prior to 1966, rural electrification in the Philippines con­
sisted principt..liY-Of short-line extensions into the countryside from a 
small nwnber of municipaJ. and private fra.nchise electric utility com­
panies operating in the larger towns. There were a few small cooperative 
systems in operation, such as the prede~essor of VRESCO in Negros 
Occidental, 'out they served op.J..y a negligible percentage of rural homes 
and businesses. 

An AID-financed "National Electric Power Industry flU'vey" in 
1965 recommer.ded the initiation of a program to determine if the intro­
duction of electricit,y into rural areas of the Philippines was a prac­
ticable undertaking. To develop this program, .,AID provided funding for a. 
team from the National Rural Electric Cooperative Association.(l'iBECA) to 
develop feasibility studies for two pilot rural electric cooperatives. 
NRECA was chosen for this effort because of its extensive background of 
electric cooperative experience in the United States. 

'l.'he 1'RECA/AID Team surveyed 20 possible sites and finally 
selected for the tWQ pilot project areas, Vici,cd.uR-Manapla-Cadiz, in 
Negros Occidental (VRESCO) and Mi8e.miR Oriental, on Minda.nao Island 
(MORESCO), for prepal'ation of full feasibility studies. Upon acceptance 
of the feasib:Ui ty studies in June 1968, the Gc.verrunent of the Philippines 
acting through the Electrification Administration made loans totaling 
~ 6.6 million :'or construction of MORESCO and VH?,SCO. Two simultaneous 
f,ID developmen:. loans totaling $3.4 million wel'(' pre'", ided to finance the 
foreien exchangE: eosts of engineering sen-.ices, c1esign unci cor.structi0n 
of the two prototype rural electric cooperatives. At the £9Jlie time AID 
provided an additional $350,000 in Feasibiltty Study loan funds for a 
team of NRECA consultants to generate feasibility studie~ as the basis 
for a follow-on national program of rural electrification through 
cooperatives. 

The two prototype cooperatives \</ere completed in 1972 :-ruLar<: 
totally energized. Combined they serve 15 towns and arproximately 
,~7,OOO consumers. As an outgrewth of the-availability of power, both 
cooperatives are in the process of promoting power use projects in irri­
gat:l,on, garment lDanufacturing, cold storage a.nd ice plant:> L~nrl Cf;l;ta!~I: 
industries. .. . 
----~---' 
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In Fiscal Year 1972, A.I.D. authorized two loans and a grant to 
assist the Philippines program for rural p.lectrification. Loan ~-H-027, . 
dated Novemb~r 15, 1971, authorized $600,000 to provide consulting 
engineering B~rvices to assist ~~ in developing its in-house capabilities 
for reviewing th'~ work of architectural and engineering (A&E) firms, 
construction work, feasibilit,y studies and the preparation of procure-
ment bid package~. The services of the U.S. A&E were also to be made 
available to the local A&E firms and to the cooperative as required. 

Loarl 492-H-028, dated May 2, 1972, provided 19.4 mUlion dollars 
in foreign excnange for offshore procurement of materials and hardware, 
for acquisition of excess property and to continue the consulting 
engineering s~rvices beyond the two years funded out of Loan 4ge-H-027. 

PRO!1 No. 1~92-11-22o-248, dated April 14, 1972, programmed $2.3 
million to continue the institutionel development assistance of NRECA 
through Fiscal Year 1976. 'l'his":grant assistance is being provided to l'lEA at 
the national level and to the rural electric cooperatives at the local 
level. 

The immediate objective of this project funding was to assist 
the GOP in the establishment of electric cooperative systems in up to 36 
pt9vinces. The planning concept called for each of the project'eel'systems 
to bring adequate, reliable twenty-four hour service within reach of the 
population of five to ten municipalities (administrative districts) per 
system oVer a four year period. 

Under trying cir~umstances of escalating costs and a shortage of 
materialn, the National Electrification Administration has made an impres­
sive beginning in its nationwide rural electrification' with the assistance 
of loans 492-li:02'( and 492-H-028 and the grant technical assistance. 

By Ma.ccil 31, 1974, 51 cooperatives had been registered and loan 
agreementn had hcen concluded for 46 systems. The loan terms are 3 per 
cent interest, 5 years erace period on interest and capital and 25 years 
to repay for ccoperativ0s supplied from the lower cost NPC grids. Self­
generating cooperatives' loan terms are 2% interest, 5 year grace period 
on interest and capital and 30 years for rep~ent. Seventeen cooperatives 
have been partially energized serving 103 towns with approximately 100,000 
customers being served. See Annex IX for progress in cooperative 
implementation. 

B. Progress Under Loan 4ge-H-028 

The original rural electrification project funding plan called 
for the co~~_t..r~CJ.i9D of up to 36 rural electric cooperative systemG n.t 
locations throughout the Philippines. A.I.D. allocated a total of $20 
million in loan fUnds for good~ and services plus $5 million in the form 
of technical assistance and excess property. The~ili~ine Government 
was to contribute the balance of the 92 millio~~9.g~am ~n the form of 
Japanese Reparations ($30 M), PL 480 funds 20 M} and local currency 
($17 M). 
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The U.lh-_10l1Il-·1'unds-werc-set up in two parts: $600,000 for 
engineering services and th(~ balance ($19,l~ M) for commodities lind an 
~xteniTon of f.ne-e-ngiri~c:ring services if rp(1_uircd. The d('vp.lopment 
:1!!hedUle d.ts-::usse<1 atL11(~---{;InJe-tiied$i9. 4 iid .. iiion loan was authorized 
listed 30 illustrative, specific cooperatives whose sites had been 
selected. 

As of J'ul}e 1,_.12:c4-,~JcL.Qf_~n~. $19.4 million in loan funds to 
be used for comrJodi ties has been assigned to procurernem.t: of)Iiie--maferial l 
and related GQ!.riIiodi tte~ . ...Jl.eJ!..sl~r;l_.J:91'_~l.l~ .. .LU'~.t,-.24 .. !:;ooperativ.es. Several 
additional cooperatives are being formed by interconnecting several 
small franchised operations into a single system using locally procured 
materials, bringing to~)~~. ll~b~!_ qf __ e1ec:..tr~~C!_. :o()~e!.a~~yes no~ con­
sidered to be fully funded. See Annex IX for a Iishng of""tlle \wo' groups 
(B and D) mak.iI'S up the initial 36 electric cooperath'es. 

C. ~a.tionship to Philippine and A.I.D. Programs 

1. Power Sector DevelOpment 

IIisto:cically the responsibility for supplying electric service 
in th0. Philippines has been divided among p~ivatc, Municipal and 
Goverrunent entities. The N~~ional Power Corporation (NPC), a Gcvern-

.. ment corporation, has been functioning since before World War II and 
-loday has an extensive generation and transmission system on the islands 
of IlttZ_~Il~d Mindanao. It a.lso operates a few small isolated diesel . 
and hydl'o-electric systems at several places throughout the islandn. 
NP8 sells pmler ~.t wholesale to franchise holder::; and to a feT.'I large 
industrial leads. 

Manila Electric Company (MERALCO) is the most significant 
electric utility effort in the Philippines. This privately-financed \ 
company operates large generation and djstribution facilities in the 
Greater Manila area, and aC~<2':ll_t_s f.orabout ~w~:-.~l!.~rd::;~f .. _tne Philiplline '\' 
r~tail sales. Over 500 small municipal and private franchise holders . 
are operating in the Philippines, but most of these are supp~ing lens \ 
than 2h-ll()ur se:i."viee. Electric cooperatives ,!'Ihi~h are jJl13t_c01!ltng~into 1\ 

the. power scen2, make up about 5% of the electric utilttr_pustness. I 
-'-' _ .. -.' - -.-~.--.. I 

Devclopment of the Power Sp.ctor prior to 1970 was on a pi(Jcemeal 
bas:tn ancl :poorly coo]',Li.lln.t.('d. In 19'70 and 1l)'{1 a C(lllsllltativl' O'('llP 
lwndud by Lhe W~)rlcl BUlll( l'l!ached agreemenL wit.h the Philippine i~lWl~rlUn('nt. 

concernine; power n·!ctn.f cupport. ·i'he .... IHIW aL~r.~ed ttl fuml an ~)l'lk1.·]Y 
program of generation a..'1d transmission facilities for NF{! in Luzon while 
the ~ian Deyc]opm,'nt Bank ugreed to support ~imilar facilities in 
Mindanao. AID participated in the plan by aJ~ocating funds for a group 
of cooperatives which wo~ld distribute power furnished from the NPC 
grid to the rural consumers. AID also agreed to support cooperatives 
in the Visayas and other islands where small generating units would be 
required until ~uch time as load development was sufficient to warrant 
large scale generat~on and transmission installations by NBC. 

\ 

. _, l' .t . 
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Wi th the advent of' Martial Law in Sept0.mber 1972, the novernment 
elected to Sho'llder all responsibility f'or f'uture large scale generation 
and transmission systcms induding the MERALCO system. Plans are now 
underway f'or NR.: to add geothermal power f'acilities at two locations on 
Luzon and to investigate s~nilar possibilities in Leyte and other areas, 
Hydro-cled:l'ic facili tll~::: :lre being deveJoped and expanded in Luzon and 
Mlnciauu,u. NT\~ 1:: mM in Ul') f'ino.l stage::: uf p:l anr; tu place urrl(;I's f'or a 
600 MW nucle~ unit which is scheduled for initial operation in 1981L 
3cvcruJ.. :.;ma.U gL:neru.tiug plants of up to ) MW cu.ch will continue to be 
added by private opr.ratur~: and by cooperativ(~:: until loads are developed 
sui'ficientJ.y to "upport the larger ,efficient installations. 

Future power supply ef'forts in the Philippines will be directed 
t.oward full utilization of hydro-electric and geothermal sources with 
Nrc being th-e-lmplementing agency. The sixth power loan from the World 
Bank ($61 mill ion) will finance transmission f.ystem expansion and th(;" 
100 MW hydro unit at Pantabangan Dam in central Luzon. The Asian 

Development Bank 1s discussing f'urther f'inancing of' the Agus HiveI' 
hydro-electrj,~ complex ar.d accompanying transmission lines in 
Mindanao. 

Stu1ies also are underway with the Japanese Goverrunent to 
determine the desirability of proceeding with generation and trans­
mission syste:ns on some of the larger islands of' the Visayas. The 
most promisi05 at this time is a dual-fueled steam plant and associated 
transmission l:i.lles on Cebu with fuel to be supplied from coal deposits 
on the island and from imported oil. 

Bef'ore the fuel'crisis, NEA had projected the u.:;e of diesel 
genel'atine unite in 18 of the first 36 cooperative::; to be established. 
This was seen as a way of bringing electric power imraediate~ to peo~le 
in areas where there is no early prospect of cOlmecthlg to an NFC 
transmission grid. 

With t.ile realization that the cost of fuel oil has escalatrc:d 
great~, NEA has made its own assessment of' powP.!.' supply for the proposed. 
cooperatives. Fuel and operating economies, for areas not supplied by 
NFC, will be ef'fected by utilizing a larger, more eff'kient pONer source 
to supply two or more electric cooperatives. t~erever possible, NPC 
will be the primary source of wholesale power and project completions 
will be scheduled to coincide with the completion of the NR:! ~rid 
facilities. With NFC now embarking on an extensive program to develop 
nll non-petrolE:lUn fired, generation sueh as hydro, geothermai and 
nuclear, and with uoml'etic coal reserves for power production, use of 
the earlier planneJ 1000-1',00 KW dienel tSenerators will be sharp~ 
reduced and liIrli ted to very high priority areas isolated from other 
available sourccs of power. 

Domestic inflation has also had its impact on the program and 
other development efforts of' the GOP. From May of 1972, when thE: first 
major Philippine Rural Electrification loan was signed, to the end of' 
December, 1~73, the general Consumer Price Index in the Philippines 
registered &~ increase of' 53.6 index points or 3110. The Construction 
Material Index rose even f'aster--from 162.5 to 276.7 or an increase of 
70%. HeadquarteJ"s f'acili ties, including off'ic e, general purpose and 
warehouse bulld.i.!lgs have been quoted at l~ to 150% above earlier bids 
f'or the initial eight cooperatives. 
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2. P l.ace vi' Proj ect in Philipplne~; V( !velupml!1I L l'l'll/,;l'1UfI 

Th~GOP has dej)negprioritics 1'01' its dcvelopnll!IJL pn)j('('\;f;. 

PO~:r __ generatinb and distribution proj_~C!t:.;_, \dth th~_Q~ceptic.n or .pil­
fed. generating plants, aj"e _ of the first priority. It has b~en specifi­
cally stated t.hat the NEA rural electrificatioi"l project is to be t.reated 
as such, especially where it can readily tie into an NPC grid. 

1. Place of' Pl'uJect in AID Proeram 

The AID f,ual to which the project will contribute is rural deve­
lcpmcn-s in th," Philip:;Jincs as defined in the legislative history for S~etion 
lO~ of the FCJreign Assistance Act ofl973. This section is to provide 
development I'lssj stance ai:::cd at "increasing the proJ.uctivity and improving 
the qu:ili ty C'1' lifo ill rUl'al areas ••• " and "to slow the" rural-urban migra­
tion ••• " thrC'ue;h " .•• the encour agement of local institutions vlhich can 
foster participation by the general populace." Rural Electrific.:ation was 
specif':'.cully ment,ioned as meeting the objectives of this section. 

'rhruu/3h the development of :rural electric cc')peratiY'::-iJ, the project 
is hringinc., and will continue to bring, reliable electric 3el'vi(~e to people 
who, heretof0:f'e, :1.ave had no such service 0", at best, unreliable.! inteL'rnit­
tent servi.ce--and at a price they Clin afford. 

'fhe beI@.:fiG;ll:trie:3 Qf the pro.iect--the farmer=?, the barrio diH:llC"rc, 
the :cural PCo9~":~--gain useful social and political 0xp~r{ence hy ol'ganlzinc­
themselv~s into ~lectric cooperatives and other cGoperative efforts such ?~ 

thf! HEA-suppo.cted 138.1'rio Irrigators' Service As~;;"~iations (13ISA) program. 
Tbe idle. ;L'ural ciVlcl1e:c is encouraged to obtain (To<lnful employmc:nt throU!~h 

the p~·oinotiorl of smail, power-use industries in tb, barrios once a coopel'a­
tive is energ:iz;::d. Low-cost and readily' av!.dlablc rural electricity call be 
an important f'Rctnr in t~nabling rural f'alll:L.1..:i es to secure additional income, 
and slow the rural-urban migration. 

The ru:raL eLectrification progx'am ha;, become a major l:Ginpor,:=:nt of 
rural development as electrification has become recognized and acceph!rj as 
an essential imput to national dcvelopmc_<!t. El,~ctrification strengthen:' 
fa:r:tn productic{' through irrigation pumping and on-sit~_ processing of fan1 
prcducts with low-cost, yet efficient, elect~ically powe~eJ machincc. It 
provides low-cost and efficient pcwcr fo~ Lldustries and make::; possible 
the enjoyme:1t of basic modern comfort:.> such as lighting and refrigeration. 
Electrificatior. can serve to prOlfl(lte national identity tflrough mass com­
munications and provide ::m incentive for r;reater individual productiVity. 

'l'lw elcctI'ic cooperative, since it l~1.l!es together all the social 
and ecol1c;mic h!vels of the community, also act:; as a "wateri!'lg pluce", or 
medium, for exchange of ideas leading toward further community efror~~s. 
Cooperative sponsorsnip 0:" communal irrigation alrea.dy underway is an ~!y.amplc 

of the ancillat"J benefits of the rural electric cooperative program. 
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II. Project D~finition, Borrower, and Executing Agencies 

A. The Project 

The project consists of designing and constructing additional 
power distributiorA facilities within the framel~ork of the GOP program for 
rural electrifir~tion. The eoal of this program is to improve the economic 
and social conditions of inhabitants of rural nreas by providing them with 
continuous, depe:ldable and economical electric service on a self-supporting 
basis. The GOP program is being implemented through~he National ElectrJ-

~fication Administration (NEAJ, an autonomous government corporation. IfEA IS 

initial program cllls for completion of 75 cooperatively O'I-lned core distri-
'_bution systems~" - one in each province and country. Under previous AID 
financing two systems have been completed and 24 are in the equipment ordering 
or actual construction stage. It is anticipated that 23J!lg:rj:!~ cooJLi3ystemc 
will be ready for construction in the immediate f'uture.- (See Annex IX for 
a listing of all coops and their current stage of development.) It ~ 
antiCipated that thp. system to be financed under the froposed loan will b~ 
selected from these 23. The names and locations of these pl~nned systems 
are shown on the mClp on the following page. 

~2 firms are under contr~ct and working on initial designs for 
13 of these ~ystems. Ni:1eteen of the proposed coops will be distribution 
coops based on grid system power, while four wHl require at least supple­
mental diesel generation. 

Six of these systems are in major rice and corn producing provinces 
Ilnd two are in provincial development priority provir:e es. An effort has 
also been made ty NEA to cover all the major ~fuslim areas. After completion 
of the 23 coops and the earlier 38, the bulk of the major rice and corn pro­
ducing provinces will have rural electrification projects while 16 of 17 
PDAP provinces will contain electric coops. 

'fhe proposed loan will provide a $20.0 million line of credit to 
NEA for the purch9.se of items of equipment, ma~eria+s, and s2ryices 
needed for the c0nstruction of coop distribution systems. Within th;.s 1:i.ll£ 
of credit $19.5 million will be available for financing the import of 
equipment and materjals. It is estimated that this amount of material!3 ",Hl 
cover the requirements for up to 15 distribution systems depending OIl their 
size. The balance of the AID loan, $500,000, will be used to l'eta·1.I1 US 
engineering services to assist both NEA and the:individual coops in thiz ------- ----program. 

Since NEA will enter into subloan agreements with eligible coops 
for the financing of cored distribution syotem construction, NEA will be 
acting as an inte!'mediary through which the Am loan \I.,ill be cha.nnelled 
to the eligible cOups. This will take the form of allocations of r~ID fi­
nanced equipment and materials needed by each coop system after lts formal 
certification by NEA ~d subsequent acceptance by AID. The value 

* "Core system" is defined as the distribution lines wi thin the tmms 
and the lines linking the tOW:lS with the power source(s). It includes tran~­
formers, service lines and meters along these distribution lines. 
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of such equipment will be charged as a disbursement under the sub-loan
 

agreement. NEA will have overall financial and technical responsibility
 
for the project although the new coops will be the owners and operators
 
of the distribution system under NEA guidance and-controls.
 

The short and long term objectives of the NEA program are as

follows: 

(1) Provide a backbone distribution system (in areas of popula­
tion concentration) which will be capable of future expansion;
 

(2) Enable the sub-beneficiaries and implementing agencies (Rural
 
Electric Coops) to acquire the technical capability and financial resources
 
necessary for sustained, financially viable operation and future expansion;
 

(3) Promote econ- ic development of rural areas by providing energy
 
for (a) more intensive agriculture through electric pump irrigation, (b) agro­
industrial use and for (c) small-scale power use industrial development;
 

(4) Generally improve the quality of rural life by bringing electric
 

service to individual member homes of the cooperatives, increasing employ­
ment opportunities and improving food supplies.
 

The social/economic benefits of the rural electrification program 
and the enthusiastic grassroots response to date have added to the determirla­
tion of the Government of the Philippines to vigorously pursue a national 
progrmn of electrificati6n. Within thjmcontext 'FA has set for itself the 
following schedule: 

(1) Short-term: Establishment of at least one cooperative in each
 
of the 73 Philippine provinces within 4 years or by the end of 1977;
 

(2) Medium-term: Completion of "Phase I" --the core networks of
 

.3.8 KV trunklines f'or 100 cooperatives connecting some _,h00 poblaciones-­
by 1980; 

(3) Medium-term: Provision of electric ;ervice to 757 of the
 
population within 10 years or by 1984, as enunciated by the President; and
 

(4) Long-term: Total national electrification wTithin 20 years or
 
by 1994.
 

The above schedule is subject to revis*ion depending upon the outccme
 
of a IBRD proposed restudy of power sector development.
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B. Borrower
 

The Borrower for the proposed loan will be the Government of
 
the Philippines through the National Economio and Development Authority.

In applying for the loan (see Annex MII), the following assurances have 
been given:
 

1. The GOP will provide local currency and other resources as
 
may be required to enable the National Electrification Administration
 
to implement the electrification program on a timely basis.
 

2. 'he GOP will absorb any "maintenance of foreign exchange
 
value" risks in behalf of NEA and the rural electric cooperatives.
 

The GOP anticipates relending of the proceeds to NEA on 
the
 
same terms as the aid loan.
 

C . National Electrification Administration
 

The "ilementingagenpy__'or the overall project will be the

National El.ectrif.ica.t.ion...Ad.inis2atian, 
 "i - ne in
 
1969 under the provisions of Republic Act. No. 6038 to replace the earlier
 
Electrification Administration. 
It was given a broad mandate to develop

rural electrification as part of a national determination to bring

electric power to the entire Philippines on an area coverag2 basi,;
 
which calls for electric service facilities for the total population in
 
a specific geographic area.
 

NEA was reorganized and expanded on December 1, 1973 in accord­
ance with Presidential Decree No. 269 dated August 6, 1973. 
 The decree

established NEA as a public corporaticin with on authorized capital slCck

of one billion pesos and the necessary powei, to nake loans -and control 
franchises for retail electric service. 
The powers of TEA .are vested in 
a Board of Administrators appointed by the President of the Philippines.

The Board operates with a Secretariat to maintainA its agenda, minutes,

Board Resolutions, and other usual information, recording and control
 
activities.
 

The new reorganization chart for NEA which reflects the December 1973 
reorganization is shown on page 11. NEA does not anticipate there .il be

further reorganization in the near future. 
Staffing to fill the new
 
organization and to upgrade the overall staff competence will be a coutinuing 
concern but is proceeding satisfactorily. As of December 1973, NFA had 
increased its staff to a level of 350 personnel. This is an upward adjust­
ment from the 159 level in the spring of 19'(P whien th: fir:;t, ]ni., w.:;
approved. In addition, following "he imposition of martial law, there
 
were a large number of personnel discharged who had been carr'ed over from
 
the old Electrification Administration. 
Thus NEA's staff increases reflect
 
both a culling of the old staff as well as 
addition of new personnel.
 

http:El.ectrif.ica.t.ion...Ad
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The Board of Administrators of NEA has been totally changed
since the 1972 :loan and now 
is considered by the Project Committee to b.
an exceptionally strong and diversified Board for its small size.
 

(iTrC) 
Ramon Eavanzo, General Manager of the National Power Corporation
is currently Chairman of NEA's Board. 
Ravanzo is 
an expericno(od
government administrator who brings a strong background experience in
electric utility operation to NEA and also provides a coordinating link
between NFA and NPC. 
 New appointments to the Board also include Alfredo
Junio, Dean cf the College of Engineering for the University of the
Phi.ippines; a former partner in 
a 
leading private engineering consulting
firm, and for the last seven years, Administrator of National Irrigation
Administration. 
Junio provides the link between NIA and NEA which has
resulted in the promising joint electric pump, irrigation projects.
 

Jayme Laya is one of the new appointees to the Board. 
 He is a
 
study on 
the NEA; Dean of the School of Business Administration at the
University of the Philippines an, recently appointed Deputy Administrator
 

former Management Consultant who undertook the first reorganization
 

of the Nationsl Economic Developrment Authority (NEDA), which is the chief
economic planning body in the Philippines Gove-rn.ment.
 
The third new Board member is the newly appointed Secretary of
the Deparcment of Local Government and Com:iunity Developruent.
 

The Administrator of NEA, Col. Dunoi, has headed the organi­zation since 
early 1971. He is an able and dynamic administrator who
has clearly been the moving force behind NEA to date.
 

Competence on the Deputy Administrator ieel is ranked from
good to excellent with the work load spread betv-een three key deputies.
 

Further down the line, e.g.,

of NEA becomes somewhat spotty, 

at the division level the competence

The strongest divisions reflect for
the most part the area where necessity required NEA jrviority concentration.
As such, NEA nas developed an exceptiona:ly s;;rong program for cooperative
organization and development and particularly in the area of training.
This reflects NEA's concentration in cooperative development in the first
stage. 
NEA has also developed good competence in materiel rtandl.hg,
 procurement contracting, warehousi,, 
shipping, etc., 
and is considered
to be relatively strong in financial planning and accountir. 
 As
discussed elsewhere in the paper, the feasibility study division
continues to need assistance albeit there has been substantial improve­ment in the last two years. 
The division handling franchises and rate
regulations has not been active :-'i
this early stage of cooperative
organization and construction; however, it is anticipated that rate
regulations, in particular, will require close attention as new cooper­atives are put into operation and additional operating experience is
gained. This is 
discussed in the section on Financial Analysis.
 

Overall, the Project Committee concludes that NEA has substiu-ti­ally upgraded its organization in the last two years and is competent
to administer the supplemental loan program, providing it continues
to receive outside assistance as discussed in section
 

http:rtandl.hg
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The March 31, 1974 Balance Sheet of NEA is attached as AnnexjT
As of March 
1),NEA had total assets of P226 ($32.8 million) of which P18
million was paid in capital stock and capital surplus. Subscribed but un­paid capital stock as of March 31 is P917 million of which P379.5 million
($55.7 million) represents peso proceeds appropriated from general revenues
or otherwise 
provided for and to be paid in against stock subscriptions
over the next three years. 
This is sufficient 
to meet the requirements of
the on-going projects, the projects to be covered by the proposed loan and
subsequent projects. 
These subscriptions will be paid to NEA as pro­ject implementation proceeds.
 

D. Rural Electric Cooperatives
 

The sub-borrowers of NEA and individual implementing agencies will
be the rural electric cooperatives themselves. 
 Each of these cooperatives
are non-stock, non-profit membership cooperatives organized for the sole
and specific purpose of supplying electric service on an area coverage basis.
Most of the electric coops are registered under the provisions of Chapter III
of P.D. 269, although some coops ae converi ors of syctems established
under earlier acts.
 

Each coop has full corporate powers required to operate as anelectric utility and may generate, transmit and distribute electric power
to its member- and non-members up to ten oercent of the number of its member­ship. 
These coops, on the average, serve a pupulation area of i00,000
people and an initial consumer load of' 7­"1.Lr0 customers (4 years).
 

The electric coops also ha,,e the authority to assist and
promote power use through relending of NEA peso proceeds. 
Uses to
date have been concentrated on house wiring loans for low-income
families and line extensions and related costs for electric irrigation
projects.
 

The rural electric coops are required to nay standard wholesale
rates for power acquired from the NPC grid system.
have exemption However, the coops
from taxes, duties, and fees levied by the GOP or its
instrumentalities, incJuding income tax, franchise taxes, imrort
duties, etc.
 

The development of the cooperatives' management capabilities
is still in an early stage. 
This is to be expected, as most have been
in their respective positions for less than a year. 
NEA pro-4des 
o...
going training seminars in various fields of system operations to
strengthen cooperative management. 
NRECA advisors assist the cooper­atives with their operating problems and provide good liaison between
the cooperatives and NEA in Manila during these early stages of project
development.
 

While NEA financial records are kept with scrupulous ca.-.
the electric cooperatives--other than MORESCO and VRESC0--arf 
juaL
learning to set up bookkeeping procedures and accounting systems.
NEA auditing acts as a check on how the cooperatives handle their
budgeting and finances.
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In response to NEA guidelines, boards of directors of the
cooperatives submit copies of minutes Of meetings and of policies and
procedures adopted directly to flEA. 
 Of the 47 cooperatives with general
managers (including MORESCO and VRESCO), 
seven have permanent appoint­ments, two are acting, thirty have general managers in probationary
status and tne final eight 
are NEA staff members on temporary assign­ment. 
These latter acting general managers are in recognition of a
need to strengthen the cooperative management while, at the same time,
giving NEA headquarters people direct exposw'e to the problems of
cooperative management. 
 This assignment of NEA staff to various
cooperatives on a temporary basis also prepares them to assume the
role now handled for NEA by the NRECA cooperative advisors.
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III. Project Analysis 

The original planning concept for the rural electrification program
provided for area coverage. 
Before the price escalations and shortages

in fuels, NEA had also projected the use of many power plants using

diesel generators. 
 At that time it was felt that equitable allocation
of NEA funds 
.equired temporary use of internal combustion engines for
local generation--even in areas which would be connected to more

economical h-PC hydro and other large-scale generation at 
a later date.
Both the concept of area coverage and the use of small generating units.
have been reevaluated and policy changes effected byr NEA. 
USAID agrees
that these are logical changes and suppots them. 
 The appraisal of the

project has been done with these changes considered.
 

Appendix II 
 provides NEA's revised description of the coop "model"

and reflects NF~--
 current approach.
 

A. Feasibility Studies
 

In accordance with the advice and guidance of the originaJ N1i:,CAfeasibility study teai, 
NEA prepared feasibility studies on an area
 coverage basis. However, as 
the program has devlooed, and costs have
skyrocketed, NEA has modified its planning to develop project core 13.2 KV
distribution systems (heavy feeder lines). 
 These core systems initially

serve the more densely populated areas. Expansion to less dense and.
outlying areas is planned for later phases of implementation. 
The first
system revision using the 
core concept wns for Ilocos Norte, which is used
 as an illustration model in the Financial Analysis Section. 
NIEA is
preparing additional new studies and proj.ct revisions based upon this
model. 
However, to permit timely completion of these studies and insure
that project implementation is'not delayed, it will be necessary and NFA
is planning to increase its feasibility staff and/or arrange for Philippine
consulting engineering firms to .assist NEA. 
 Stanley Consul ants will
continue to review these feasibility studies and certify that the projects

are economically feasible and technically sound for utilization of AID

development loan procured materials.
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B. Project Capital Costs: .Financial Plan
 

After analyzing the cost estimates for an illustrative coopera­
tive and considering the negative impact of the recent inflationary
 
spiral on the program, the proposed loan of $20 million will provide
 
foreign exchange for the following materials and services required for
 
up to 15 rural electric cooperatives:
 

Conductor $10,660,000
 
Transformers and other Hardware 6,656,000 
Freight 2,184,000
 

Engineering Services 500,000 

$20,000,000
 

It is estimated that t~e GOP, through IEA, must provide i08 
million or $16.2 million to pay local A&E costs, construct th ceoopera­
tives and procure locally supplied materials such as poles and anchor A'­
logs. This amounts to 44% of project costs and it more than adequate 
meets the requirements of Section 1.l0 of the FAA. The financial plan 
is thus ($6.65-$I.oo): 

Local 
Cost 

In Millions 
Foreign 
Exchange Total($) 

GOP Capital Appropriations fi08.0 --- $16.2 

U.S. Development Loan -- $20.0 20.0 

Total Cost f108.0 $20.0 $36.2
 

C. Technical Capabilities 

(1) Stan(Jrds and Specifications of Engineering, Material and
 
Construction
 

During the irst loan NEA, with the help of Stanley 
Consultants and NRECA advisors, has 6mpleted development of its basic 
standards and specifications essentially patterned after those of the 
U.S. Rural Electrification Administration (REA). These REA standards and
 
speci .ati6ns are modified and adapted as required, to meet any unique
 
Philippine conditions. To set forth current construction standards, TlFA
 
has recently published "Specifications and Drawings for 7.62/13-.2 KYVLin,;
 
Construction."
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(2) Resident Engineering Firms
 

nn ..........
Fou Philippine.. A&E firms have been active in rural
een ctiv
.electrf
,caton-projects.
These rms 
ura
 

(Adrian Wilson International,

iTriF-Asia, 
EDCOP and DCCD) all have international experience although


they had previously done very little on rural electric distribution
systems.
 

Under NEA guidance each firm completed contracts with
individual cooperatives to do design and construction supervision work.
They have worked closely with NEA and Stanley Consultants, Inc. (the
U.S. engineering firm contracted'with under loan q2_7H-027) in preparing
project designs and related materials. 
Each firm"-has alsaperformed
field staking and construction inspection, but in some instances the
level of performance is not considered up to proper standards.
 

Since no U.S. materials have arrived on-site to permit
constructiui" on a continuing and large scale basis, field work
correspondingly has not been on a large scale. 
Each firm will need to
upgrade its capabilities to perform adequately the many field services
 as the program expands. This will require working closely with Stanley
Consultants. 
 To facilitate 4ecessary field training and supervision,

the Stanley contract is to be amended by TlEA 
 to increase the full-time
field esiler taff from two to three. 

On April 2, 1974, representatives of NEA, Stanley Consult­ants, Inc., and AID visited the offices of the Philippine engineering
firms. 
 These visits were to determine the firms' preparation to expand,
as necessary, to perform the services needed under NEA's presently
projected rural electrification program. 
Each firm indicated it was
prepared to expand and discussed special problems which had arisen to
date. 
NEA informed the firms that Stanley Consultants' services would
be continuing to assist them in increasing their ability and efficiency
to render the technical services needed. 
A plan for a series of meetings
of all interested parties was agreed upon, and the first of these was
held April 30, 1974.
 

(3) *US Consulting A and E Firm 

Under the on-going program, four Philippine A&E firms have
performed all design work. 
This work is monitored by NEA assisted by

Stanley Consultants, Inc.
 

Stanley Consultants, under contract with NEA pursuant to
AID Loan 492-H-027, began work in August, 1972. 
Under the contract, a
5-man team has assisted NEA, the A&E firms and the cooperatives with a
variety of technical matters. 
At NEA, computerized procurement routines
have been established, training sessions have been held for the A&E and
 



- 1? ­

construction sections, and members of the team have participated in
 

construction and engineering seminars. For the A&R,firms standard
 

design criteria, in the form of bulletins, have been prepared, and
 

detailed A&E design work is reviewed.
 

In the field, Stanley has followed closely the performance
 

of both A&E field engineers and construction forces, though it is in
 

this area that much more attention to detail is needed. Material
 

handling also is reaching a critical stage as material procured under
 

the U.S. AID loan 492-H-028 is beginning to arrive in-country. In
 

order te handle the volume and variety of items, and get them properly
 

distributed to the many project sites, a sophisticated warehousing
 
system will be required.
 

Agreement has been reached between NEA and Stanley to
 

increase the Stanley team to six persons to be composed of three field
 

engineers, one 6ffice engineer, one materials and warehousing specialist
 

with computer experience and a team leader who will also perform as an
 

office engineer. The contract will be funded from existing loans as well
 

as the proposed loan.
 

While NEA has made considerable progress in developing
 
sound technical capabilities, it still requires assistance for continued
 
technical development. In order to assure timely implementation addi­
tional engineers will be recruited and training. With the assistance of
 
Stanley Consultants, NEA will continue upgrading and training NEA
 
personnvl to assure AID of the technical sufficiency of NEA actions.
 

Four inspection/training sessions will be held in the field
 
where cooperative construction has proceeded sufficiently to provide good
 
samples of all phases of the work. The cooperatives involved in Ilocos
 
Norte in Luzon, Capiz and Leyte in the Visayas and Lanao Sur in Mindanao,
 
A&E work was performed on the systems by Trans-Asia, DCCD, EDCOP, and
 
Adrian Wilson, respectively. It is planned that each inspection will
 
take at least one week and will involve representatives of the coopera.
 
tives and the construction contractor at the site, all four A&E firmrn,
 
hlEA headquarters personnel and members of the two U.S. technical assistance
 
teams of Stanley Consultants and NRECA. AID will also be fully represented.
 
These inspection/training sessions will take the form of a pole by pole
 
survey and all deficiencies will be noted and discussed especially where
 
these involve variations from the Philippine Electric Safety Code. These
 
sessions are to take place late in July or early August, 1974.
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D. Environmental Considerations
 

The project, a. a rural electrification project limitod
 
to the construction of electrical distribution networks and house
 
connections, with no power plants (except as 
the National Electrifica­
tion Administration may develop without AID assistance), has 1lmited
 
potential for significant adverse environmental effects. The potential
 
for these effects is addressed b'.ow.
 

Short-term effects are essentially those effects imposed

on the environment during the construction stages of the project.
 
Since construction activities will be limited to the installation of
 
poles and wire in rural areas, no significant adverse impact is antici­
pated other than removal of trees 
on the 15-20 foot distribution line
 
easements. 
 Existing physical land charicteristics and foliage will be 
little disturbed and there will be lif .le chance of affecting native
 
ecological systems.
 

To the rural homeowners, the project will bring electric
 
power for better lighting and for permitting use of appliances, such
 
as refrigerators, irons, washing machines, etc., all of which will­
contribute to a better quality of life for the rural people. 
Iefri­
gerators, in articu!ar, providing cold storage to prevent spoilage

of food as well as providing fly-free storage of food, will assist
 
greatly in protecting the health of rural peoples.
 

Part of the economic justification of the project is the
 
potential for stimulation of industries and for pumped irrigation.
 

qhe industrr to be generated is expected to be cottage­
type individually small in size and relative.ly widely dispersed with

little potential for adverse pollution of air, land or water. 
The
 
larger energy consuming and polluting type of industries have located
 
and will continue to locate in areas where there is 
a large Lo'n-ce of

cheap hydro-power. 
Electric rates in the rural electrification zones
 
under this loan will not be attractive to the larger power-consuming
 
industries.
 

The pumped-irrigation projects that might come 
into being

as 
a result of this rural electrification do have environmental impli­
cations that should be addressed. 
However, since the envirocrnental
 
impact from thase future irrigation projects is so site-specific, each
 
such project should be investigated for environmental impact at that
 
point in future time when the individual project is planned.
 

National resources irreversibly committed during the
 
implementation of the project are limited to lands in rural areas
 
that will serve as a right-of-way of distribution lines. The land
 
area thus committed will consist of long, narrow strips of land that

could be actually exploited for agricultural purposes between pcleZ.
 

http:relative.ly
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E. 
Findings of Technical Soundness - Section 611 Criteria
 

The National Electrification Administration has been evaluated and
is considered competent, with the technical assistance provided for under
this and prior financing, to implement the proposed program. 

An assessment has been made of the local engineering and construction
competence 
and it 
is considered satisfactory for 'implemrnntationd' the tech­nical aspects of the proposed program with the assistance being provided
through Stanley Consultants, Inc. and NRECA.
 

Financial planning for the project has been completed.
loan is a line of credit to NEA and as such, the cost to 
The proposed
 

exceed the proposed loan amount. 
the U.S. will riot


An adequate estimat- bes been made of thelocal currency resources required for implementation of the program and the
Philippine Government has provided for these resources.
 

In the context of the above, it is conside:'ednical, financial and that adequate tec.­other plans necessary to carryhave out the proposed programbeep completed and the provision of FAA Section 61(a) ham,ber; met. 
The Mission Director certification to 611(e) is included as Annex_M.
 

F. Project Benefits
 

1. Employment Impact 

The proposed electric distribution systems w,:ill be constructed by
Philippine contractors. 
It is anticipated that a significant portion of' the
construction activities will be undertaken by labor intensive methods and
utilization of equipment wiil be minimized.

and The final blend of equipment
labor however is ultimately decided by the contractors theniselves. 

In addition to the provision of empLoynient opportunities durin!construction phase, the electric cooperativcs the
thens,::.ves w1.11 cleeome Asource of emplcyment in the 
areas affected. 
The coops are a.L:.o ex1provide increased market . ... toopportunities for mnanufactu).dcommodities, both of materi.al. andfor construction of the systems involved .nappliances and c' eiectricother manufactured commodities that wil'' be reqoied q. adirect result of introduction of electricity into the rural arera,
 

The proposed program, therefore, is expected to have a highly bene..
ficial effect on the generation of employment both directly and indirectly
during its consbruction phase and thereafter during the operating life of
the coop't.
 

2. Power-Use Promotion
 

It was realized early in the program that the promotion of pw.xr use
for productive purposes would have three valuable effects; 
 (1) it couldsignificantly enhance the viability of the electric cooperativesz (2) jt
could provide immediate improvement in the standard of living of the people;
and (3) it could develop local resources and slow down the growinjg locati(,nal
imbalance between population and resource potential caused by migration to
urban areas.
 

http:materi.al
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Power-use efforts started in April, 1973 and were formally
organized under a single directorate within NEA in December, 1973. 
At
present there are twelve operating power-use projects, including one
irrigation and eleven rural industries.
 

a. Irrigation.
 

NEA, in coordination with the National Irrigation Administration
(NIA) and the Development Academy of the Philippines (DAP), is presently
implementing irrigation projects that will irrigate a total, of 15,000
hectares of rice land in 11 provinces, namely: 
 Ilocos Norte, Capiz, Pam­panga, Abra, Lanao del 
Sur, Isabela, La Union, Camarines Sur, Cavite, Iloilo

and Laguna.
 

Topographic surveying and mapping of the irrigable areas has
been completed, and electric pump-unit requirements specified. 
The first
pumps have been installed in Capiz and Pampaunga and similar installations
arm to take place in all eleven provinces. Construction of the main canals
aidi(nstallation of pumps is being undertaken by NIA personnel with the
feeder canals constructed on a self-help basis by the farmer-beneficiaries.
 

For the electric cooperatives, irrigation loads are relatively
pro fitable. Irrigation contracts 
are designed to promote off-peak operation
on the electric system. 
Although seasonal, the load is relatively steady

Jay-to-day. 

b. Rural Industries.
 
The other major thrust in power-use promotion by NEA is in
 

the development of rural industries. 
 The general project design includes

the following:
 

-
 There must be some usefal consumption of electricity aside
from general residential type consumption.
 

The project must be relatively labor-intensive with a low
capital-per-worker ratio­

- The project must build on indigenous resources - both local
skills and local materials;
 

- Poject personnel must be native to the area;
 

-
 The market potential must be large, preferably export, and
specific outlets identified at the time of project inception;
 

The project must be economically located, which is to ,,ay,
that proximity to skills and materials must be of sufficient advanlt.,e fjIooffset distance from potential urban markets.
 



The foregoing criteria, not surprisingly, dovetail with
the characteristics of the more successful handicrafts and cottage industries
 
in the Philippines.
 

Five Most Advanced Riural Industry Projects
 

Province Industry Project Cost 
 Employees
 

Actual Potential 

Albay Fibercraft, 300300,000 75 


Pampanga Bamboocraf& 250,000 45 212,
 

La Union Woodcraft 
 300,000 30 
 219
 

Bulcacan Garments/ 
 250,000 
 30 179
 
Embroidery
 

Capiz Garments .300,000 36 300
 

TOTAL i
1,400,000 
 216 1,210
 

Eacb of the rural. industry projects will contribute in some
 measure to project feasibility and will htv! significant social and economicbenefits. The early effort is aLreadr pruducinr_ certain benefits. Employ­ment has been provided to women and youth 'Iho would otherwise be unemployed,
and local initiative, cooperativeness an,. ingenuity has been tapped in
support of these projects. 
In sum, ruril. industry projects serve as a
 spur to efforts to maximize local resource utilization and rura2 development.
 



3. Effects on the Quality of Rural Life
 

The first exposure to electric service among rural residents
 
has been greeted by dancing in the streets, parades, and other festivities
 
at various initial energization ceremonies. 
Less subjective indications 
of social gains for newly electrified areas can be taken from statistics 
on the Misamio Oriental Electric Cooperative (MORESCO) for the period
from full energtzation of 10 municipalities in September, 1972, to 
December, 1973. The following table shows the increase realized 
during this 15 month period for the items indicated:
 

Total Additional 
Up to 9/72 9/72 - 12/73 

Connections 4,494 
 1,401
 
New Houses 
 443 402
 
Renovated Houses 
 392 337
 
Irrigation Pumps 
 6 5
 
Conmercial Water Systems 12 4
 
House Pumps 65 10 

Refrigerator/Freezcrs 479 
 105
 
Phonographs 310 103 

Electric Irons 
 384 359
 
Air Conditioners 
 14 35
 

Auto Repair Shops 18 3 
IPadio and TV Shops 11 4 
Hollow Block Manufactures 5 3 

As the MORESCO system develops further, similar new appliances,
house improvements and investments can be expected. One plywood plant 
is under construction. 

In the opinion of cooperative officials and their advisors. 
rural electrification is creating an appetite for a better standwrd of
 
living which is being supported by new ways of earning the necessary
 
money. In the MORESCO area, land under coconut trees which had long

been idle or only used for graziig is now being cultivated to fruit,

vegetables and similar cash crops. Rice and corn farmers are taki n' 
advantage of technical assistance and production-enhancement projectr 
as they, and their families, experience a new felt need for financing
 
appliance or machinery purohases. 
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IV. Financial/Economic Analyses 
- An Illustration
 

This section assesses the financia' and economic viability of the
Rural Electrification program through illustration. 
The two pilot co­operatives, MORESCO and VRESCO are representative of a distribution

and self-gencrating cooperative respectively. 
Their financial aspects
are considered. 
The Ilocos Norte Cooperative represents a new coopera­
tive being developed under the new core distribution system concept and

is analyzed for both financial and economic viability.
 

A. Rate Structures
 

The majority of the electric co-ops buy, or will buy, their
 power in place of self-generation. 
 Their resale rate schedules will
thus be influenced materially by their bulk power costs. 
 NPC will
supply most if.:not all of the new co-ops to be financed and NPC does
not provide a subsidy rate to electric coops. NPC has three bulk power
schedules namely (a) the Luzon Grid and Bicol sub-grid rate, (b) the
Agus River (Mindanao) grid rate,and (c) Isolated P.ants and Systems
rate. 
Rates for (c) are the highest ( .ll6 kwh) and for (b) the lowest
(/.O27 kwh). 
 In order to meet IBRD loan covenants NPC must set rates
that give it a return of at least 8 percent. NPC in its February 21,
1974 proposal to the National Power Board plans to do this by setting
rates for Luzon to yield this return, for Mindanao to slightly exceed

it; and. for isolated plants to have a zero rate of return. 
 The isolated
plants are higher cost operation and are in essence subsidized by the
income from the Agus Grid. 
The Agus Grid, because it is based upon low­cost hydro power, can easily afford to make this subsidy.
 

While coops do not receive preferential wholusale rates, they do
have an important advantage, of course, in access to subsidized capital.
Since their service areas are less densely settled than areas 
supplied by
viable private franchise systems, the coops need this subsidy at least in
the beginning to compensate for the higher construction cost per customer.
 e.g., 
rural system capital costs typically exceed urban system costs by up
to 2-1/2 times. "he subsidy enables them to set 
rates that are sufficientlylow to encourage rapid load growth to the point of break-even operations
but their rates frequently exceed by a substantial margin the prices

charged by viable private systems.
 

An attempt was made to compare the rate schedules of' similarly
situated coop and private franchise systems.
 

Comparing the Manila area (private) utility with a rural Coop
(first Bulacan) in the general Manila area shows that the Coop residential
 
consumers are paying about 50% more for power than the Manila consumers

(except for the 25% who consume over 200 Kwhr/month) while the coop's
commercial/industrial users are paying about 1/4th less. 
 The NEA recom­mended revised rate schedule for Bulacan (see AnnexXIII), if adopted,

however, contains a higher rate for all classes of consumers than tho
comparable current provisional (effective 3/4/74) rates for Manila consuJr.r.;.* 

*Excluding street lighting since comparative data is not available in AIL/W.
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The proposed Bulacan schedules would require most customers to pay at ratcs
 
three times that of the provisional Manila rates and even at the hihcu;.
 
consumption levels the Bulacan consumer would be paying about 5,, mt'r, thtan
 
his urban counterpart in Manila.
 

The difference between Cagayan de Oro City and MORESCO residential
 
initial block rates on Mindanao are insignificant (O.20 and PO.18 per
 
Kf-I respectively). Both systems are purchasing their power from the low­
cost Agus River hydro-generation. This suggests that MORESCO's rates may

be too low and thus partially responsible for its financial difficulties
 
as discussed in subsection E below.
 

The difference in residential initial block rates for VRESCO and
 
Bacolod City on Negros Island are also insignificant (PO.458 per KWH respec­
tively). However, it must be pointed out that this ishigh-cost diesel
 
generation in both cases and the rates may have reached a level beyond which
 
people will not wish (or be able) to avail themselves of electric service.
 

The above indicates that these coop customers are being charged at
 
rates equal to urban residential consumers.
 

While the coops in the past have followed the declining block rate ny::tn,

they, under NEPA policy guidance, are now considering rate schedules that
 
woulrl more or less correspond to current philosophy involving social equity
and energy conservation. The following is exerpted from the acting NF.A
 
Administration's letter of 5/9/74 to the USAID Director.
 

Rates Eolicy. Electric rate levels and the internal
 
structure of rates are under study and review by NEA and
 
the various cooperatives in accordance with the following
 
genei'al guidelines:
 

On rate levels:
 

a) Feasibility - the cooperative must charge such rates
 
so as to generate a net cash margin equivalent to 1.25 cf
 
annuul debt service requirements, by the end of the sixth
 
operating year.
 

b) Feasibility - rates must be set so as to cover the
 
increased power costs for cooperatives connected to the
 
National Power Corporation's Luzon grid, which includes a
 
varying percentage of thermal plant generation in addition
 
to the primarily hydro-electric generation.
 

c) Social - the cooperativw must charge such rates as
 
t.o mins:imize t-h, burden on rural ,'nsumcs and to oneuu'age 
the use of ,lctricity for produe-tiv purposes. 

d) ']'echnical-13conomic - ovr the medium term if not 
immediately, the cooperative should be able to charge rates 
lower than those of adjoining rural electric utilities, based
 
on access to lower-cost financing, a larger, more economical
 
service area, the non-profit nature of the cooperatives and
 
superior standards of equipment, design, and operating
 
efficiency.
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On rate structure:
 

a) Area coverage - As specified in the NEA charter
distant or thinly settled areas are more to be rendered
serviceable by margins on rates charged in the more dense
 
or heavy-power-using areas.
 

b) Residential rates 
-
In general, socialized pricing
is to be implemented through increasing rates at higher
consumption levels. 
At the same time, an increase in unit
residential consufption to m.:oderate levels, thereby
enhancing contribution to cooperative feasibility, may be
encouraged through an initial lowering of rates, with the
 
net result a UJ-shaprd rates curve.
 

c) Cosuercial rates 
-
In general rates for co'mrercial
consumption are to be higher than the corresponding rates
for residences at the same levels of consumption.
 

d) Industrial rates 
-
While costs of service have
also to be taken into consideration, the area coverage
principle applies particularly to profitable industrial
 concerns, who should bear a significant shazc of costs
 
of servicing the entire area.
 

A C.P. for procurement of equipment and. ,aterials will beacceptarce by AID of a formal rate policy statement which has thesanction of FA's Board of Administrators. Preswurably, it could be basedupon the above NEA statement. In addition, a covenant is planned to
assure that AID approval is obtained when the rate policy statement is
-hanged. 
Another covenant will assure that rate schedules are updated
to reflect current costs, both capital and operating, and are based
upon EA's current rate policy. 
This will occur at th. following times:
(a) when feasibility study is developed, (U) when a.lication of material
is approved, (c) when coop goes into commercial operation, and (d) at
least annually thereafter.
 

In the fol.lowing sections covering financing analysis of tim:
hypothetical (il'-iistrative) Ilocos Norte thesystem current actual avcjregr:rate schedule was arbitrarily adjusted upward to cover escalated capital
and operating costs. 
 It was 
also done with an idea of moving toward
•social equity but obviously it does not get there. 
 The as::tual rates coul
be adjusted to yield the same financial returns and provide sc~ai equity.(In actual practice it is believed tha'
t the Coops will move in thisdirection -- see copy NEA letter to First Bulacan Coop dated 5/10/"74 whichis reproduced as Annex VI.) 
The compirison of the 
TLocos Norte current
 average rates with those used in this analysis follows:
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Average Selling Rates - Ilocos Norte
 

Class of Load Current Average Assumed Average
 
(In pesos per kwh)
 

Irrigation pumping o.14 0.17 
Security Lighting 
Large Commercial 
Domestic 

0.20 
0.15 
0.2-5 

0.30 
0.23 
0.31 

Small Commercial 0.23 0.28 

Public Buildings 0.22 0.33 
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B. The Ilocos Norte Rural Electric Cooperative
 

The Ilocos Dorte Rural Electric Cooperative is a partially energized
 
and operating cooperative. Its core distribution system is approximately
 
fifty percent complete. By updating costs for developing the system at
 
tolay's prices, it is representative as a hypothetical cooperative t() 
illustrate the financial and economic parameters of a core distributini -.ystem. 

Ilocos No:rte was the first cooperative for which a detailed feasibility 
study was done using the core distribution system concept and is one ol' the 
first being developed under that concept. The cooperative also purcha:,es
 
its power from the Luzon Grid of the National Power Corporation, I is thus,
 
in many ways, useful as an illustration for cooperatives being developed in
 
Luzon. At the same time, Ilocos Norte Province is on of the slowest growing
 
provinces in the Philippines with the inference being that a successful coop
 
in Ilocos Norte is indicative of the viability of the program.
 

Ilocos Norte Province is located in the northwest tip of Luzon Islnd and 
covers an area of 3,400 square kilometers (1,312 square miles). Tt has an 
estimated 1974 population of 380,000 with 75 percent of the population living 
in the rural areas. Cultivated land totals 5 4 ,100 hcctares of which 60 per­
cent is planted to palay--rice. Other important crops arc garlic, tobacco
 
(the province is one of the major producers of Virginia tcbacco for the 
Philippine cigarette industry), sugarcane and corn.
 

Principal cottage industries are cloth weaving, mat weavinig, pottery,
 
salt-making, native wine making, bamboo craft, cigar making, sheilcraft,
 
plastic and cloth bag making, and silk culture and weaving. Potential in­
dustries on the small scale are ceramics craft, fruit and vegetable proces­
sing and carpet weaving. 

The terrain of Ilocos Norte is generally rugg- . There are limited
 
a-eas of flat land along the coast and broken terain inland. Settlements 
are relatively small, averaging 13,000 people, and scattered. Before the
 
advent of rural electrification only 5 of 19 municipalities could say they
 
had electric service and only 16 percent of the population. The Ilocos Norte.
 
Electric Cooperative will bring, within ten years, service to at least ten
 
municipolities and. 75 percent of the population within its service area. 

C. The Pilot Projects
 

In comparison with the MORESCO and VRESCO pilot projects, the Ilocos
 
Norte Rural Electr: , Cooperative is technically most similar to MORESCO. 
Both are distribution cooperatives purchasing bulk power from an NPC grid. 
However, MORESCO receives its power from the low-cost Agus River hydro­
generation as opposed to the higher cost thermal-generated pover purchased 
by Ilocos Norte from the Luzon Grid. IFRESCO, on the othe) hand. i Lelf-gene­
rating cooperative with much higher power costs than either MORESCO 'r 
Ilocos Norte. 

The provinces which include the service areas of all three cooix-raf[i ,e.; 
are predominantly agricultural. Misamis Oriental, which includ.h 'he 14Oh10,1CO 
service area, however, has the greatest potential for industrial anfd r.rnomic 
developmentbecause of its lower cost power potential. Negros Occidental,
 
which includes the VRESCO service area, is planted primarily to sugar cane 
and the largest part of the rural population consists of sugar cane workers.
 
These workers re at the low end of the economic spectrum and the prc;irria!
 
population is economically similar to that of Ilocos Norte.
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D. Capital Requirements for Ilocos Norte
 

Based uron the feasibility study using the core system concept, thesystem of the Ilocos Norte Rural Electric Cooperative will consist of thefollowing lines and equipment when the facilities financed by the initial 
loan are in service: 

Three phase 7.6/13.2 KV line 96 km."V" phase 
20 

Single phase 
 59

Secondary 
 35

Secondary underbuild 
 81

Services 
 140
 

ToFal. lines 
 431 km.
 

No. of Consumers (4th year of operation) 7400 

To arrive at an estimate for the cost of the Ilocos Norte system, several
assumptions (based on historical fact) were made to reflect the inflationary
impact since completion in February, 1974 of the system feasibility ctudy.The feasibility study shows foreign exchange requirements totaling $733,600,
exc..iii-
i meters and substations, and local currency requirements of
y2,60,;o00. It is estimated that to build the system at today's prices it
would zeu'
uire $2,100,000 for foreign exchange commodities (including meters
and substations) and p4,500,000 in local currency costs.
 

E, £i,n"cialA/Ualysis 

1. Teinis of Debt 

Ilocos 14o:.te illustrative debt structure is shown in the financialannexes 
In accord with the official NEA relending terms for NPC supplied
cooperatives. These involve capitalization of interest during the first five
years followed by repayment over 25 years. The relending interest rate is3%. Maintenaince of' value on foreign exchange loans from foreign dcnors isthe responsibility of the GOP and is riot passed on to the individual -'cop:. 

The relending rate is a concessionary rate for the Philippines.It is recognized, however, that these relending rates are not the saine
as are the rates of the AID loan to the GOP. 
It is anticiated that
the stricter terms for the cooperatives will allow NEA, in years to
come, build up a reserve for further lending for cooperative develop­ment before having to turn over all receipts to pay its governmental
obligations. 

2. Teiins for the Pilot Projects 

The two pilot projects discussed in Section C above have had their
relending terms modified in this paper for purposes of comparison. These
terms were brought into line with NEA's current relending terms for all
cooperatives. 
Tables 5 and 6 Annex XIV reflect these modified terms.
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3. Table 1 beluw sets [ot th a comparisuii Uhe debtW o.'.Limated 
coverage of the Ilocos Norte coop as well as 
those of the two pilot pro­
jects. This data Js drawn from 
nnexe XlV Tables 1b 2 and 3"
 
As used below, debt coverage is ;he totsi cash 'unas avaiLaule Ior cebt

service (both principal and interest) divided by the principal and interest
 
due that year. 
For example a coverage of ", times indicates that the
 
project is expected to generate 200% of thw funds needed to meet debt
 
service in that year. The table indicates that t1Le debt covrage for'Ilocos
 
Norte is slim but adequate in the early years and becomes very satisfactory

in the eighth year ana beyond as the growth in operating revenues (and

thus the rate of growth of the system) reaches its peak. The debt coverage

for the VRESCO project is not as adequate and is forecasted to become less
 
than adequate in the eighth year. 
This signals the need to re-examing the
 
presemit rate structure for this project t)].ight of' hhe project's debt
 
burden.
 

TABLE 1 

ComparJ son of Debt Covereie* 

YEAR Ilocos Norte MORESCO VRESCO
 

1 --- 0.39 1072 0.56 1.29

3 1.13 2.58

4 1.31 1.96 3.46 
5 1.'4 2.22 2.006 i. o7 1.,76 1.34 
7 1,33 
 1.95 1,14
8 
 .86 2.29 1.00
9 2.72 
 2.78 -<86
a 0 3.64 3.4 45-: .


* Assum:ing that MORESCO and VRfbCO loans are restructured P;o reflect
 
similar terms as for Ilocos Norte,
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4. Annex XVI tab!!s 4 ,_5 and 6 summarize 
financial internal rate of return results for the Ilocos Norte case and
 
that of the two pilot projects. These calculations were performed as­
suming a 30 ycar operating ].ife for all three projects, a two year
 
construction period and assumed a residual salvage value equivalent to
 
20% of the gross investment made during the life of the project. (Similar
 
calculations were perform,d on the basis of a 10% salvage value, The
 
effect of such a reduction was marginal anid such lower salvage value esti­
mate is not considered to be realistic give the type of project involved
 
and tlhe fact that incremental, investments continue relatively far into the
 
life of the project. The conclusion is that the higher salvage value esti­
mate .iLto be preferred).
 

The significant differences in the rates of return for these three pro­
jects is attributable tc the differences in the rate structures (see
 
table 1 , pa, §0 _) and the differences between loan terms dis­
cussed above. ._he llocos Noyte illustrative case shows a financial return
 
of 9.5% which is ccnnridered very favorable. This project pays no taxes
 
and is not; intende,4 ,(:.,;be a profit waRin,[.nstituX.o.:, Its proposed rate 
structure is iesigned t" provii for :%er .icing debt and to generate suffi­
cient additional funds fc?:fitare capizal investments. The fact that this 
return is slightly below the cost of commercial money in the Philippines 
is attributable to tl.eo -, ea'of iterest o dbt from NEA-and, as( , ment~oned 
above, that .. .i t.is typeno i...ir ncces..r, in of project. ± 

5. Sen.itivity. Aatysis-!]oco; )c2:,e A,. 'wx XIV Table I (Statement of
 
Source and Apl:.:Lcation of' insF ots out ".e bas.ie sources of revenues and
 
the pr:Iucipal 2.teaus of cu. t ovec a k-_n ,.ar eerie: fcr this illustrative
 
project- Addii'-.or:. ost and. o-,--ra'-ing dat!. is ;ided by Annex XIV
, 

Table 8 The pr ncpa. ;e-nal variab>.. !ost item is the cost of 
power WV td from thc national .!rid, 6her internal variable cost Jt:.is 
are C and general. and adinis.rative Together these variablen14 cxpe ,-, 
.ost , account for 63%f ,f*total costs inciudiu debt service in the sever:th 
year to be mot from operatin re-jenue., These variab.e costs are 57% of' 
total reve.nues and tie co--;, of rurchasc.3 powe,- 4-s Y"' cf total revenues. If 
purchased power costs wc-i: incra.,ed cy 'P§%, suh an inicrease could be 
absorbed by the project ,.ithout requirin i:; irncrea'e in rate3 to the con­
sumer. An increase of 3.)% on the other hand wo)uld most likely require some 
increase in ratos, rTile it is difficult to judge fiture en -ivi costs for
the country it is cur asiv.mptior tn.ui, they will not-i:crea-e by as much 
as 30% within the next seven yea.::. The rate assumptions discussed in 
paragraph C above reflect the latest estimates of energy costs Jn the country.
 
Increases in either of the ',wo internal v.iriable cost cato[ories are more 
directly within the control of the p. :jcct. As t:lesc costs traken together 
amount to less than 59% of the costs of purchased power -itis deemed unlikely 

These return calculations include interest in the net cash flow, thus 

if interest were higher, rates and revenues would have to be ex.panded to 
cover this margin. In a financial sense the returns of all three Projects 
are considered satisfactory as all exceed the cost of money borrowed from 
NEA.
 

http:Addii'-.or


require 
that increases in these costs would occur in the magnitude sufficient to
an increase in rates. (Using

for the cost of power, 

the same type of analysis mpI.oyeI
O& and general and administrativehave to increase co-,tr Wouldby some 60% to force an upward rovision in rates). 
6. Conclusion. Based

illustra-ive case 
on the above analysis itbuilt is concluded that thecn the Ilocos Nozcte project reflects a satisfactory
and viable financial prospect for the project and allows for sufficient
margin to absorb reasonable cost increases in the future whilie 
at the same
time TIuviding sufficient funds to support ongoing investment in the
expans:on of the system.
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F. Economic Analysis
 

1. Introduction and Summary
 

This seetioi evaluates the economic feasibility of the Ilocos
I~'i,,r'tv
rJrh~.-j~rot and employs for this purpose the quantitative tooln

of social cost benefit and internal rate of' return analysis. A secon­dary purpose of the analysis is to provide some indication of the
economic feasibility of the other 9-14 sub-projects that may be fi-.
nanced by the proposed loan. 
The results of this economic analysis

may be assumed to indicate the lower range of the B/C ratios and IRR's
of other sub-projects since the Ilocos Norte subproject is located
within a region less favorably endowed than others in terms of natural.
resource availability. 
Growth of the ilocos regional. eccnomy over the
last decade has lagged behind that of othev regions and in 1971, average
annual family inco 
 in Ilocos (P3,302) was 5% lower than the national
 
average of 3,465.:± 
It is unlikely that this historical regional growth
pattern will be reversed over the next 10 years. 
 Thus, the economic
feasibility of a rural electrification project in the Ilocos region may
be somewhat limited vis-a-vis other regiojis. 

This section also discusses ,:me importarnt aspects of' the Ilocosorte sub-projecz which are not reflected in the B/C ratio o' the IRR,
out have a bearing on its 
economic and social desirability. 

The apalysis concludes that the Iloeos Norte project is econo­inica1 Ly feasiole. The R/C ratio is grenter t1ar: (19.9) arid fLE
one the

of 20.32% is comparable to, if not greater tha, the TRR's of other infra­stru.cture projects of the COP. In addition, the other effects of the
prcject which are treated qualitatively ar* fcun 6 be generally 

sub­
favorable. 

2. Me hodology 

For the purpose of the B/C arid M,' calculaticns in this paper, thebenefits from the project have been defined as the projected sales revenues
and the incremental cost savings ocfered Ly central station electricity
over alternative but less efficient sources. ,:f energy. e.g. kerosene orsmall diesel generators. Sales revenues P.geasure direct projet. benrefitssince they reflect the monetary valuatio placed on the electri,: service byconsumers. Cost reductions from using central station electricit- implyan increase in net income or profitability for household arid business consumers.
 

There are no ot'ficial estimates of national. income :ic,::_e:ics on arugional basis, A port feasibility study completd(! i*: 1)7L for the: !IBDshows, howcver, that NDP growth in the Ilocos region frm 1961-ig69 was3%, the l.owest among the regions in the Philippines. The same studyforecasts that the Ilocos region will remain in ]a:I;ir-g region lip 
to
1985. 
Even with this lag, it is considered likely that people w 
.l1 con­nect up and use the electric service. The IBRD estimates that people will
spend approximately 8% of family income for electric service. 
If'incomes
in Ilocos Norte remained constant while the cost of electric service esca­lated and consumption grew as shown in Annex _M 
 the percentage of' fami­ly income used would grew from 3% in year one to 12in year 15.
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Cost reductions from using central station electricity for
three classes of rural consumers are summarized in the following table.
 

TABLE
 

Cost Savings from Central Station Electricityl
 

Consumer Class 
 Present Consumption 
 Cost Savings (/yr)
 

i. Domestic or Household 
 l97/yr. for kerosene 1t42/Household
 
lightening
 

2. Large Cowmercials'/ 
 Minimum-sized diesel 
 .38/KWH 
motor generator sets
 
of 25 W. t.6l/KwH
 

3. Pimp Irrigation 
 Diesel 10 HP and 20 HP 
 $.30/KWH
 
pumps t.66/Kni equiv. 

An average rural househol.d spends about fl4/mo. (172/yi.) 
on
kerosene 
to provide lighting equivalent to that of a LO-watt electric bulb.
In addition, other costs (primarily wick and lamp costs) 
are incurred.

Total annual costs of kerosene lighting amount to about fl97 as 
against
55 for an equivalent amount of electric lighting. 
Annual household cost
savings from using electricity are therefore equivalent to 
 142 multiplie,
by the annual projections of household connections.
 

The projected commercial, industrial, and farm users of electricity
to be provided by the coop presently depend 
on energy from auto-generated

electricity or diesel and gasoline engines. 
By availing of coop-provided
electricity, these users 
can save from .3O-.38/Kw1;h. 
 Total annual savings
of these users 
are equal to their respective annual KWH consumption mul­
tiplied by their respective cost savings.
 

Demand projections for the Ilocos Norte system are shown in Annex /I'/Table_ 9 _.. These projections are based on studies of an NRECA con­sultant, and on previous pilot rural electrification experiences. 
 The pro­jections for small commercials (which include rice mills) may be somewhat
conservative. 
The projections assume that of the existing 460 rice mills in
 

Cost reductions for other rural consumers, mainly small commercial and
industrial users (loads of less than 25 KW) and public buildings, were not
quantified for lack of adequate data.
 

Commercial and industrial users with loads equal to or greater than 
P.1 W.
 
2 



Ilocos Norte, only 10 would be se ved in the first year, risinig to 7', uiur.11ig 
the 10th year. The existing mills are powered by small gasolineu or dijo.1
engines, and could realize substantial economics by shifting to centrnl 
electricity if available.
 

Costs are defined as the sum of: (I) initial plant investment;
 
(2) annual capital investment from the 1st year to 15th year reflecting
 
gradual plant build-up and increased system coverage; and (3) annual
 
power, operating and maintenance, and general and administrative costs. The
 
foreign exchange component accounts for approximately 70% of the total in­
vestment cost. Shadow pricing of this component was not considered neces­
sary since under the current floating rate regime, the foreign exchange rate
 
approximates the true scarcity value of foreign exchange. Shadow pricing

the unskilled component of labor costs was not considered necessary because
 
it is a relatively small amount.
 

For purposes of the B/C and IRE calculations, the project life was
 
assumed to be 33 years. The opportunity cost of capital used to discount
 
thelenefit and cost streams to the present was 15%. This is the rate
 
generally used by the IBRD and the ADB in their project feasibility studies.
 

3. Results of B/C and IRR Calculations
 

The B/C and IRR calculations for Ilocos Norte are shown in Annex XV 
Tables 6 and Y . The calculations show that the benefit cost ratio is 
greater Lhan one (1.29) and the IRE of 20. The B/C ratio and the IRR de­
nonstrate that the investme't in the distribution system for Ilocos Norte
 
appears econotaically feasible.
 

The B/C ratio and the IRE for Ilocos Norte are conservative esti­
rates since as noted earlier, the cost savings of small commercial and
 
induistrial users and public buildings are not quantified, and the demand
 
projections for small commercial and industrial users are on the low side.
 

4. Other Project Benefits
 

Within its zone of influence, the sub-project is expected to promote

qualitative improvements in the life style of the Ilocos Norte rural upu­
lace. As indicated in sectionII-F the availability of cheap electric
 
power in the MORESCO area has promoted the use of home appliances. Based
 
on the MORESCO experience and on other assumptions, the following hypo­
thetical tenth-year appliance profile for barrios and poblaciones in Iloco
 
Norte has been prepared.
 



Tenth-Year Appliance Ownership Schedule
 

Poblacinnes 
 Barrios
 
Estimated Residential Connections 
 7,210 
 10,860
 

Appliance io onnections 
 Number of Connections'
Owning
In -
In Owning

:Poblaciones: Barrios 

In In :Total
Poblaciones: Barrios
 
R 


35 
 10 
 2,534 
 1,086 
 3,620
Flat-iror 

90 
 6,516
50 5,430 11,946
 

Stereo-Phonograph 

15 
 20 
 1,086 
 2,172 
 3,258
Electric fan 

15 
 1,086
2 217 1,303
 

Water pump 

3 
 L 
 218 
 108 


The iocreased demand for appliances resulting from rural electri­
fication in Iloccs 

efiects. 


Norte and in other areas will have significant "multiplier"

ponomts -

Most appliances used in the Philippines have significant local com­all the woodwork, metal casings, parts assembly, and 
some
production. parts
 

The sub-project will generate substantial indirect employment effectsresulting from more intensive cropping thr-ugh irrigation and from thecreation and expansion of rural labor-intensive industry. 
By the fifth year,
 
it is projected that 2,550 hectares or 9% of the potential irrigable area will

be serviced by electric pump irrigation.
full-time jobs This will generate more 
than 900
on the assumption that irrigation (using the same agricultural
production technology) generates .36 man-years/hectare of incremental em­ployment. 
This eshimate excludes incremental employment resulting from the
processing of additional output.
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V. Economic and Balance of Payments Impact
 

A. Philippine Economic Performance and Debt Service Capacity
 

With a major economic stabilization program initiated in February,

1970, which included devaluation of the peso, the BOP position improved

considerably and a small surplus was realized in 1970 and 1971. 
The capi­
tal. account, however, continued to be under pressure due to heavy repay­
men[; of short-and med'um-term debt. Performance in 1972, while not all 
favorable, zesulted in an overall BOP surplus of $94 million. Develop.n

menits during 1973 were unprecedented. GNP growth is officially estimated
 
at 10 percent, compared to h.1 percent in 1972. 
The BOP surplus amounted
 
to $671 million due mainly to a laxge trade surplus which in turn was a

result primarily of unprecedentedly high export prices. Merchandise
 
expo'ts w%,ere 70 
percent higher than in 1972. Investment growth accelerated 
in 1973 r,-[lecting increased busine-s confidence and the salutary effects
 
of inveitment inicentives. Investment 
 growth was also facilitated by a

greatlv improxed domestic savings effort. In 1973, however, the economy

had to cc pe with a major inflation which worsened during the secud half. 

c;of October 31, 1973, the external debt outstanding amounted

$5!.272 miL.jon of which 681 

to
 
consisted of loans with original matur:ities of
 

more than 5 yo:.rs compared to 4' a the beginning of 1970. Despitc the
 
improved matu.rity pattern, heavy debt service payments will persist at

least oJ,.r the medium-term future.. Provided adequate levels of oLticial
 
aid for commodity imports and project assistance are forthcoming, and if

the recent encouraging export performance persists, management of 
 the ex-­
tenwi dobt and debt servicing, while difficult, will not present serious
 
problems. The debt service ratio has been reduced from 261 of export

earnings three years ago to 14% today, with a continuous improvement in the
 
maturity structure.
 

A majur tiicurtainty, on the continued positive performance of !he
Phi lippine ceonrmiy is th rising cost anid unkvcrtain availability of, enc-r.,y.
Crude oiL imports for 17b are estimated to cost $700 millior, or 3)

million more than the 1-973 Level. The Philippine Government expect -;to meet 
increased petroleum costs through a combirntion of foreign borrowing, con­
tinued export growth, and maintenance of restraints on imports. 'vituh the 
present debt service ratio the GOP has considerable latitude to increase
 
its foreign borrowing and cover the higher costs of petroleum imports.
 

B. Impact on U.S. Balance of Payments
 

The impact of this loan on the U.S. balance of payments should i

favorable. 
Goods and services financed by this loan will be obtained fTrom
 
A.I.D. Geographic Code 941 (U.S. and Lower Income Countries). VirtuaLly all
 
goods and services procured under previous A.I.D. Loans were supplied from
 
the United States. It is expected that essentially the same situation will
 
prevail under the proposed loan.
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VI. Lon Administration 

A. implementation Plan 

1. Summary
 

Ps in the case of the first Rural Electrification loan,primary 1:esponsibility for implementation of the loan will rest with.A. o-rawing upon the technical assistance available from NRECA andStnnv.y Engineers. The major departure in procedures from the firstloan is, thet commodities will be procured in advance of final coon,
selecticn end comipLtion 
 of system design. In lieu thereof, procure­ment ,,ilJ. be against a standard bill of materials develoned in theprocess of implcmentJn!i th? first loan. Commodities received incountry in advance of individ.al coop needs will either be warehous,:,-d
in the Manila a.rea or a coop site warehouse, as appropriate. 'Th.ibisrevised T oceoure ccns.eiis .'eil justified in the context of NEA'sexperioenec' :!ained unde- the i. . loan, and will in addition result ircost savings in materials procurement and mosL probably F reauction inactu ..l irl-clemr,-J.ation time. 

Constru.tio.r, of corfe systems will be through privatecontractors selected th-oup.h a com-etitiv. bidding process, Forceaccount ccnstruction will be utilized for rine extensions beyond the
 
coae systems.
 

2. Procurement
 

The commodities to be procured through this second loanare essentially the :ame as 
those procured under the first loan.

is therefore well advanc-ed in 

NEA
 
its prep j,],'or ",icrk for procurementu~ider the proposed loan. Standard IFB :have been developed

refined through actual. bij exience. Stiandnrd commodity lists have
and 

been developed for the core distvibitio syst !ns and the co modities
themselves are essentially interchangeable between individual coops.These factors, combined with the rapidly -tcalating commcc-ity prices andextended delivery times being enccaners:d in today's market, have [ledthe project committee ar diEA.to the conulusion that advance procurfm;entof materials is both justified and the preferred method of procurement
under the loa n. 

Advance procuremen .,iill require increased attention towarehousing and this aspect tas received -!are:ul review diwXing develop­ment of the loan. NIEA has accuied considerable experience in ware­housing and material handling Lti reparations commodities and excessproperty. 1FA has also acquired access 
to excellent storage facilities
 
at the former U. S. Naval Base at Sangley Point as described iii
Appendix VI . These facilities are in the greater Manila area, haveocean going pier facilities and are in the security of a militar~y
compound. USAID estimates ITEA has handled approximately 20,000 tons of
 
material through Sangley.
 

http:individ.al
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Warehousing storage in the Manila area is however still
 
interim storage and NFA plans to continue the procedure developed in
 
the first loan of moving commodities to coop sites as soon as practieable.
 
Construction of coop office and site warehousing facilities are undr­
taken as early as possible after coop selection so that this can bu
 
accomplished.
 

In addition to the above procedures USAID and N1IA have 
agreed to add a procurement and warehousing expert to the Stanley team
 
to assist IEA to further develop its capacity for commodity management.
 
A candidate has been selected and should be on site by July 10 of this
 
year.
 

3. Coop Selection Procedures
 

Under the first loan, feasibility studies for each coop
 
were finished and preliminary design completed prior to AID concurrence
 
on procurement of commodities. Under the proposed loan, because of the 
adoption of the advance procurement diocussed above, the procedure will 
be reversed, although it is expected that feasibility work and coop
 
selection will be agreed to for most of the new coops prioj to the time
 
commodities begin arriving in July 1975. 

The individual coops are expected to be selecteu from the 
23 systems listed on page 8 and, as indicated earlier, A&E firms are
 
currently at work on 13 systems, preparing preliminary designs and
 
assisting NEA to revise the feasibility studies around the core concept 
approach.
 

AID review and approval of coop clection will essentially
 
follow the sane procedures developed undor lhe first loan. Hcwever, AID 
approval will be a precondition to release of commodiities to the coops 
rather than a precondition to procure-c:.ent. The "Evaluation of Legal, 
Financial, Technical and Organizational Souncness of Electric Coopera­
tives Checklist utilized under the first loan is included in Annex VII. 
This checklist will be reviewed and updated for utilization under the 
second loan but will essentially cover the same substantive issues. 
During negotiation of this loan, discussions will be held with 14EA and 
NEDA to determine the practicality of setting a minimum financivl rate 
of return criterion for project select :!on. Certification by NVY. an, 
Stanley as to the compliance with 1hese procedures will. continue !,, be 
required.
 

4. Construction
 

Construction activity on the individual 'ooperatives will 
be undertaken in three stages. Stage one will cover construction of
 
headquarter facilities consisting of a coop office and warehousing
 
facilities. This represents a local currency cost item and will be
 
funded by an early advance from NEA utilizing their bwn resources.
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Construction of these facilities will be by competitive award to local
 
contractors. In some isolated locations construction may be done by

force account or the Philippines Army Engineers, if contractors are
 
not available. Construction of facilities for this phase is relatively

unsophistiated and availability of contractors is not considered to be
 
a problem. Pvogress on headquarter facilities under the existing loan
 
and qualified contractors for this phase are listed in Annex XII% 

Philippine wood poles are being used exclusively for all the coopera-
Lives needs. NEA has actl -d to counteract inflating prices for local timer 
with the assistance of the cooperatives themselves. Contracts have been 
mad. with small. logging concerns, in addition bq larger suppliers, for pole
sulp-p]. and, in some instances, cooperatives have obtained timbering li­
censes f'o se ective cutting for po.e procurement only. The cooperatives 
arrange for hauling to and from treatment plants. Poles are now being pro­
ccssed at T;he rate of [L-'ut 3,000 per montn. 

Stage two will include the cons3truction af the core system

normally consisting cf a step-down substation (69 KV--13.2/7.6), three
 
phase lines, and a l:eii.ted amount. of single phase lines. A typical
 
core systeny consists of arproximately two 69--13.2/7.6 step-down sub­
stations and 180 kmi of three and single phase lines. The construction 
contractor will be required to build substations, set the poles, string

line and set transformers; line d-rops and house v1-!'in%:, will be handled 
by the coops. The proposed schedule allows 18 ;ca-ths for completion
of the core system. The project committee believes this is conservative
 
and should be subject to substantial improvement as the contractors
 
gain experience.
 

NEA prequalified nine contract,,,rs fo • thit type of work
 
under loan 492-H-028. A combined construction schedule for distribution
 
systems covered by loan 4c)2-H-028 and this loan has been developed and
 
coordinated with the projccted delivery of line ±ialerials. This schedule 
wou.d requir- up to a tots] of 15 contractors. (See page 41 for Corictruc­
tion Schedule). There are numerous experienced contractors-in the 
Philippinen and while they have no direct rural line ccnstruction experi­
ence, they should be able to handle the proposed projects with adequate
 
supervision.
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NEA will furnish all of the materials and will award labor

only contracts. 
This reduces capital requirements and permits smaller

contractors to participate. 
It will be incumbent upon NEA to demonstrate
that risks are reasonable by:
 

manner; a. 
making construction materials available in a timely
 

b. 
paying contractor invoices promptly; and
 
c. 
ensuring that field engineering is completed on a
timely basis and accurately.
 

The Committee believes that NEA will have no difficulty in
 
carrying out the above procedures and attracting at least six additional
contractors into the field.
 

construction practices on 

In order to initiate modern and efficient rural distribution
the two AID-financed pilot rural electrification
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projects, NFA made available to the conilractors two experienced U. S.
 
construction experts for a iLmited time. NEA is prepared to offer
 
this service to new contractors if it appears to be necessary.
 

Stage three--construction of secondary and service lines
 
of core systems will be accomplished by force account by cooperative
 
personnel. This procedure was followed on one of the AID-financed
 
pilot projects and resulted in satisfactory construction. The amount
 
of work involved can be performed by the cooperatives regular staff
 
and completed in a timely manner to permit orderly energizing of the
 
systems.
 

Some recent contractor and force account work has not been
 
entirely satisfactory. NEA plans to remedy this by further intensive
 
training and by making periodic field inspections.
 

Construction Schedule
 

Cumulat:'tve 'Number Starting Date of 
of Coops Each Increuent of 3 Contractors* Completion Date 

3 September 1974 AiBiC1 April 1976 

6 November 1.971 D June 1976 

9 January 1975 G1 H1 1 August 1976 

12 March 1975 A2 B2 C2 October 1976 

1.5 May 1975 JiKiL1 December 1976 

18 July 1975 M1Nl Oj February 1977 

21 October 1975 D2E22 2 Malr 1977 

24 December 1975 G:H 2 12 July 1977 

27 January 1976 J2K2L2 August 1977 

30 March 1976 A3B)C3 October 1977 
33 July 1976 D3E3F3 February J.978 

36 September 1976 M2N202 April 1978 

39 November 1976 G3H313 June 1978 

*Each letter represents a contractor, subnumbers represent project for
 
the contractor--e.g., Al represents contractor A. first project, A2
 
represents contractor A,second project, etc.
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B. 	Implementation Schedule
 

1. 	Loan Authorization June 30, 1'01
 

2. 	Loan Agreement Negotiated and Signed August 15, 19A
 

3. 	Conditions Precedent to Opening
 
First Letter of Commitment Met September 15, 197h
 

4. 	Approval of First Bid Package September 15, 1974
 

5. 	First Procurement Award December 15, 1974
 

6. 	First Delivery of Materials July , 1975 

7. 	Begin Construction on Initial Coops January , 1976 

8. 	Completion Initial Coops August , 1977 

9. 	Completion Final System June, 1978
 

C. 	Evaluation
 

During the negotiations of this loan it is planned that agreement

be reached with NEDA and NEA to mutually develop within the following two
 
months a plan for project evaluation. This will be formalized in the form
 
of a covenant. During the time up to the negotiating sessions ASIA/CD
 
will attempt to develop at least preA.iminary ideas on what an appropriatt"
 
nvaLuattoni pr'ogrwn ihould Look ]. ke. 

This evaluation could cover institutional, tecntnica]. and economic 
aspects of the rural electrification program. It could be carr,ed out at
 
both the national level (National Electrification Aduinistration) and the
 
local level (the cooperatives).
 

The institutional aspects would cover the overall management of 
NEA and selected cooperatives. This would involve a review of trai .ing 
activities, engineering planning, record keeping, financial aspects, 
including rate structures, and procurement and warehousing. 

The technical evaluation would cover primarily design and construction.
 
This would be an extension of the pole by pole survey to be conducted as
 
discussed in Section III paragraph C(3).
 

Developing an econo.ic evaluation is more difficult. This would
 
involve developing criteria for baseline data studies and their interpretation.

This type of analysis should, however, attempt to establish the linkages
 
between the rural electrification program and other development aims of
 
the 	GOP.
 

http:econo.ic
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The above program would apply primarily to loan 028
 
financed co-ops since construction of these is geeting underway
 
and data end results can be obtained sooner.
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VII. Conditions Precedent and Covenants
 

The proposed loan agreement will be a three party agreement
 
between A.I.D., the GOP (Borrower) and NEA (Beneficiary). The condi­
tions precedent and covenants therefore will apply to the Borrower
 
or Beneficiary as appropriate in each individual case.
 

To the extent that there are specific terms and conditions that
 
will apply to the individual cooperative systems themselves, these are
 
provided for in the loan agreement between NEA and the individual electric
 
cooperatives. A standard NEA sub loan agreement was developed under Loan
 
028 and has been reviewed and approved by AID.
 

A. Conditions Precedent
 

The conditions precedent required of the Borrower and/or the
 
Beneficiary in addition to the standard conditions precedent are as
 
follows:
 

(1) Beneficiary shall execute an amendment to its existing con­
tract with Stanley Engineering, Inc., which shall provide for an expansion
 
and extension of Stanley's services for an additional two years.
 

(2) NFA shall provide AID with a formal rate policy statement
 
approved by its Board of Administrators.
 

(3) NEA shall provide AID with a revision of Policy Determination
 
301 of The Board of Administrators and which sets forth the Economic and
 
Technical Parameters for qualifying electric cooperatives;
 

(4) Beneficiary will provide AID with a procurement and warehousing
 
plan setting forth the proposed delivery sohedules and related warehousing
 
and commodity'handling plans for the proposed procu.cenent.
 

(5) iWTA will review and update the Implementation Review of
 
Approval Procedures checklist adopted by TEA and accepted by AID under loan
 
028 to demonstrate completion of all legal, technical, financial and or­
ganizational preconditions to approval cf individual cooperatives to re-.
 
ceive AID subloan. (See Annex VIE )
 

B. Covenants
 

(1) GOP will covenant to relend proceeds of this loan to lr1A
 
on terms and conditions satisfactory to AID;
 

(2) NEA will covenant that any commodities procured under this
 
loan will not be released to individual electric cooperatives uxitil after
 
compliance with the requirements set forth in the revised implementation
 
review and approval checklist and certification thereto by the Board of
 
Administrators of NEA and the consulting engineers as appropriate. 
NFA
 
shall also provide AID with a supporting updated feasibility study on
 
each cooperative.
 

(3) Wtbin two months after the date of the loan agreement the Borrower 
a.nA ?WA w411ulhm4 a Y manaAwv,'wam fgw- +.Ia 0aRaltin-n Af' this rn'ipc't-, 
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Cooperative 
Cooperative 

1. MODEROO 49. Bataan 
2. V SCO 50.' Basilan 
3. Ilocos Norte

4. Leyte 51. Negros Occidental
 

52. Nueva Ecija
5. Surigao Sur 53. Masbate
6. La Union 54. Siquijor
7. Capiz 
 55. Surigao Norte
8. Abra 
 56. Romblon

9. Bohol 
 57. Camiguin

10. Lanao Sur 
 58. Palawan11. Drvao Norte 
 59. Davao Oriental

12. Catanduanes 
 60. Biliran

13. Talim, Rizal 
 61. Agusan Sur
14. Leyte Sur 
 62. Northern Samar
15. Iloilo 
 63. Western Samar
16. Lanoa Norte 
 64. Eabern Samar17. Albay 
 65. Tarlac
J.8. Batangas 66. 
Central Pangasinan

19.. Quezon 
 67. Ilocos Sur
2d. Aklan 
 68. Misawis Oriental
21. Cebu 
 69. So. Nueva Ecija

22. Zamboanga Sur 
 70. Camarines Norte
23. Misamis Occidental 
 71. Zamboanga City
24. Zamboanga Norte 
 72. Sultan Kudarat25. Zambales 73. Magultndanao 
26. Pangasinan 74. Davao Sur 
27. Negros Oriental 75. Agusan Norte 

28. Antique
 

29. Cagayan 
30. Isabela
 
31. Nueva Vizcaya
 
32. Cotabato
 
33. Cotabato Sur
 
34. Dukidnon 
35. Marinduq, e 
36. Mindoro Oriental 
37. Camarines Sur 
38. Sorsogon
 
39. Sulu
 
40. Pampanga
 
41. Bulacan
 
42. Laguna
 
43. Cavite
 
44. Ifugao 
45. Quirino 
46. Kalinga-Apayao
 
47. Mindoro Occidental
 
48. Benguet 
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philippine Model for the Development of Rural Electric 
Cooperatives
 

Col. Pedro G. Dumol
 

General
 

While it is
 
An electric cooperative is above all a business 

entity. 


true that a cooperative is established 
to provide service for its members,
1. 


It can­
a cooperative can only provide such service 

that it can afford. 


not continue providing service for its 
members if it is continually
 

losing money in its operations.
 

Before any electric cooperative is formed, 
studies must be conducted
 

2. 

to determine its feasibility. The cooperative must be able to collect
 

to cover its operating and administraivc 
sufficiont revenue not only 

but it must havfe some margin to pay back its loan and to 
exrenses; 

of iti, system., The cooperative must of course 
f:ij,nce minor expansic,:is 

on an "area coveragelow cost electricity
prcvide adequate, refliabie and 

concept."
 

area of a cooperative, the prima1'y 
3. The ,ectric industry highly sensh.cive to tbhin the determination of the service isis " 

thr more efficient is 
consideration 

(the i-ggc-: the electric systemn
econoies of scale 

be big enough that the 
its operatic'ns). hc:t~-ea to 1,e services irust 

qualified manage:.5 and the setting up of 
revenue justifies the hiring of 


insure reliable power.
P. mattenance unit to 


To i:erl it ieeds the
 
t. fPe~~cro 'ativre also a i-cial being. 

musot believe tlt,:The vwsm.ersof itsi members.and assistancecoope.-;ati.on 
asect the distance of the
In this
the cooperative belongs to them. 

an important consideration.
its members
coeperasive headquarters from 
to(n .arge so that the headquarters 

The cooperative, therefore, must rot be 

is not itoo remote from its farthest menbe .s 

The "Area Coveocn;e" C.oncept
 

simply staqted

rural electrification 

5. The "area coverage" concept in 
to anyto provide service

electric ;c,operative is sound 
means that the lt must be empha­area. 

person requesting connection within its service 

the primx.y goals of eAcctr,
sized, howeqver, that while L.t is one 1:1f 

cooperatives to provide electric service to all the 
people living in its
 

the oparsel:,must constrmct .int.s re; remote 
area, the cooperativeservice 

populated areas at such a pace that 
the feasibil.i y of the to.,al system
 

are generally uneconomical.Lines to remote areesis not jeopardized. cost of
lines are not sufficient to cover the 

The reveijues from such 

power, the administrative cost of reading 
the meterz and ccllecin; the
 

finally the amortization and interest on 
bills, the maiutenance cost aa 

oniy w:ien
These uneconoxical lines vill be built 

the lines themselves. 
the "lossos" from these lines can be 

offsetby the profitable line,,.
 

http:coope.-;ati.on
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6. It may be argued that if these unec(nomical lines are not built, the
cooperative can reduce its rates; that the people in the poblaciones and
the more de'Jsely populatod areas are being made to subsidize the barrios.
The argument can be refuted easily by the sociologist but there is an
ecoomic rationale for "area coverage". The economy of the urban centers
is dependent upon the economy of the rural, areas. 
 If rural electrification
will eiihance the economic development ol' the barrios, then the incou ofthe barrio people will increase and the).(! iill be an improvement in the
economic activitiers in the poblaciones.
 

7. In ;he seme 	manner it may be argued that the postal system is illo­gical ia; tha. tt charges the same postage irrespectivewithin the country. of the destination 
to Manila as 

It costs the same to mail a letter from Quezon Cityit does from Quezon City to a barrio in Cotebato. Certainly,the costs to the postal systcmi of delivering these two lei;ters
ferent and yet 	 arc dif­the postal system charges the
ale is 	 same postage,that conmmunication 	 The ration­is considered vital to ourwell-being and i3 will 	 economic and socialredound to the benefit of all if communicationenc'-ara -	 isang our people. 

8. The 
I *:ies to the barrios which now are uneconomical will, in a fewy,ars, boe'ome economical as the area develops,.ines 	 When this happens,will hel, subsidize 	 thesethe const, uctioi. of other lines until finallywe have att&ined total electrification.
 

The Size _C aun Flectric Cooperative Area 
9. 	 Tn Gen:_ra. 
a cooperative area should cover fro, 5-10 municipalities
popu-aiWed bysme 100,000 
- 200,000 people. 
The area must be contiguous and
the dialecl; spoken similar. Furthermore, the farthese customer of the
coper,.tivue must not be mo.:re 
than 30 Ims from the center of load of the
system.
 

10. The criteria of 5-10 municipalities
100,000 - 200,000 people 	

with a total population of fromprimarily economnic. Ourstudies indicated that 
is 	 iitial feasibilitythis is an ideal size fre, thl Philippines.other hand, the 	presence of industrial, On thecomme-rciai and agro-...du., tialloads in 
an area will permit the reduction of the required minimum size
corre-pondingly. 

11. 
That the area is contiguous and that the people there speak a common
dialect is primariLy a social consideration. 

cooperate better if they are near one another and if they speak the same
 

People can be expected to
 

language.
 

12. 
 That the Arthest customer will not be more than 'C' kms from the _.0adcenter is both an economic and social consideration. 
 The distribution vol­tage for the cooperatives has been standardized at 13,800 volts and 30 kms
is considered the maximum length for such distribution lines on thebasis of
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econoMics. 
Also, because of the condition of the roads and the trans­portation systems, 30 kmz is considered the farthesc 
 distance a member

should bc, ror the cooperative headquarters. 

Feasibility of a Cooperativc 

13. An electric cooperative is expected to lose money in the initial
 
years, tC its oerations. 
Tn generEl, however, its revenue after one (1)
year 	 'zf operation is sufficient to cover the cost of admiristration andoper'a- '..ri. A coope ativc to be "feasible", however, must generate

-h ~--'ven-e in its 7th Ye'a to cover hot only the cost of operation
aon aeniinistratien Ihut alsc the aorii-rGization on both capital and interestof" it,,, 1.)an. 

4. seven (7) yC':a ccnstraint is in consonance with 	R.A, No. 6038whi :.l1 lii..its the grrace p:erio.d for -aynment of loans of cooperatives tcseven ( a', It believed tkat by the 7th Year the cooperativeshould L.ve developed i-cs "power use" programs so that the "non-lighting"load i:s sub0 4ant.i- ,-ough to make the system feasible., 

The Ph'.sing o- e - evelc'o-T.ent (-,' Coo n'a ives Within a Province, a Re'ion
 
or Un Island
 

15. 	 'The ove,-all objective of the country is the attainment of total.??:L.~c ,~; ', This implies that service will. be orovided to all persons 

16. .eelloix,, factrs are ua:ida1o.L'- in th, '-ittainment o' total 

a. Establismient of islan9 grilds and the integration of' power
gener-ation. 

b. The consolidat;ion of el'octrii_ dist.; franchisebut4on areas. 
c. The sdostqon of the nrea coveragc cc:cept. 

1.7. The cost of powe: -L! general, r-epresents from .40-50% oL the eletric 
bill of a customea:. The cost of iower Is h hyl ersit:Lve to the economicsof scale. The bij7e::r the planU, rhe lowrer is the cost. of generating orir,e()kilowatt-hour of e!letridity. integrationThe 	 of power ieieration alsoreduces Lo a minimum the total spare capacity required thein system. 

18. 	The distribution of electricity is also sensitive to the economiesof scale. .':..,, construction and maintenalice canof lines t- better plannedand programmed when the service amrea is large and net constrai-ed br Poli­tical boundaries. Like p(ewer ge2.-ation, big distribution S'e £e'L ,arafford more capable mnnagemen s that can program expansion and mai.ntunancerequirement. Hence we cai expect large systems to rovide adequate,
reliable and low cost power.
 



ANNEX II 
Page 4 of 6 

19. Unless the area coverage concept is adopted, total electrification

will take a long, long time to attain if it can be attained at all. If

lines to sparsely populated areas will be constructed only when such lines
 
are by themselves economically feasible, the distribution franchise
 
operators must wait until the area is developed before they will extend
 
service to the area. The distribution franchise operators, however, should

build these lines 
as soon as the losses from them can be reasonably absorbed
 
by the profitable lines.
 

20. Wi~h Ithe above concepts in mind, the following are the accepted poli­
cies in the phasing of construction of cooperatives within a province, a
 
region or an island.
 

a. The initial. cooperatives to be formed will be developed in such
 
a manner chat it will fit into the over-all plan for the olec­
trification of the province, region or island.

b. The cooperative area as much as possible ,,ill represent the area 
to be sere.ied by a load center of Ihe gr.id. This implies that 
plans should now be prepared for such iiland grids and the loca­
tioni of their load centers identified. 

c. For cooperatives that will initially generate their own pcower,
the cooperativ-s relatively close to 
one another should try to
 
share a power plant as much as ponsible. Fo:' example, the power
plant for Capiz should serve not unly Capiz but also Akian. The 
power plant for Iloilo should, in ,addition, serve Antique. This 
alsr" imp]ies that the transmission lines from Capiz to Aklanand 

1froir Iloilo to Antique must be so desigr, e .as to ultimiately form 
paxt"t of the Panay Island Grid. 

d. The NB3 has adopted a policy of . ervice only at 69 kv or
higher. This policy greatly enhances the consolidation of small 
franchise systems that c.:an be served by a load center. 

The Phasing of Construction of Lines Within a Coo1?:a:ive _Ara 

21. While the feasiblity study and the n'hietectu~aLand Erq,_44iering plansof the electric system of a cooperative inlude lines thru the poblaciones
and all the barrios, these lines will not be constructed, at the ,am,- time. 
The lines will be constructed by phases.
 

22. The first phase shall be the construction of the lines within the

poblaciones and the main lines (timnk lines) connecting the poblaciones
with the power plant or substation. Phase one (1) must be so implemetted
that once sections of the line are completed, thiey nay be energized im­
mediately. onstruction, therefore, should stort from the power plant/sub­
station leading out. 
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23. In general, phase one of the project will be constructed by coiLritct.The NEA/cooperative will furnish the materials including the poles. The
contractor shall construct the distribution lines (both primary and se­condary) while the cooperative shall install the service drop and the

housewiring by forced account.
 

24. 
To insure the early utilization of completed distribution lines, the
cooperatives must synchronize their construction with that of' the con­tracto',., 
 The cooperatives must form service-drop/housewiring teams.
 

25. 
The extension of lines to densely populated barrios should be done
a'L'ter phase one 
(i) has been completed or even just before phase one 
is
completed. This .'iI. be undertaken by force account. The cooperative
must form distribution line teams. 
 It would be desirable if the linemen
trained by NEA/N'PC/NMYC be 
initially em"oloyed by the contractor of phase
-
one (1) and as phase on (1) means complntioh, these linement will be
able to form the Coopr-ativ,- DisLp-butio. Teams.
1 


26. Th criteriai 
for the priori ;y of construction is discussed 
in detail
on pag b. As scon is the construetion of phase one 
(1) is starf:ed, the
cooperative wil_1 
 initiate the est,;ablishment of a laiority t.'o,"the construc­tion, of Lbe suos;cquent lines. From this priority list NEA will approve
the lines to be included in phase two (2). 
 A,- soon as phase two (2) is
started, he cooperativ, shall ,sbmittheir priority for phase three (3), etc.To insure an orderly implementation of the different phases of constructiorn.materi.als, labor., eq:yipment and fuinds' must be avaf ,ble to the cooperative

al the rLght time theand in ,ight quantity, N*_A and the cooperative mustagrur;!on the priority list early enough to provide sufficient time forplanning, ordering of materials and equipment, funding and finally or­
anaizir. for construction.
 

Priority .ofLines for Phase Two (2) and the Subsequent Phases 

27, As soon as phase one 
(1) has been started, the cooperative should
start on the preparation of' a priority list br the construction of lines

for inclusion in phase two (2).
 

28. 
Each line (lateral) extension to a barrio or group of barrios must be
analyzed in terms of the following:
 

a. right of way
 
b.. economic and social factors including:
 

(1) 
number of houses that will actually be served

(2) the electric motor loads such as irrigation pumps

(3) the length of the line in -ks.
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29. No line will be approved for construction during phase two (2)
 

unless its right of way (ROW) has been cleared. The people who will
 

be supplied by a line shall have the primary responsibility for securing
 
In phw::.!the ROW. Furthermore, of the lines considered for construction 

two (2), priority will be given to lines that will supply more hou:ies 

and/or house equivalent per km of line. 

30. The number of houses to be served pertains only to those houses that
 

are wired or will be wired before the service drops are installed. The 

number of house equivalent refers to existing motor loads or motor loads 

that will be installed before the service lines are constructed. In 

this connection, a 1 Hp motor is equivalent to 5 houses.
 

31. Each line, therefore, will be rated in terms of houses per km and
 

the lines with the higher index will have higher priority in construction.
 

The determination of the index number (N) may be expressed in the following
 

formula: 

H+H
 
E
N-


L 

where, H is the number of houses 
BEis the number of house equivalent 

of the motor load and 

L is the length of the line in kms. 
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NEAIS TRANING ACTIVITIES 
(By Type of Program, as of March 31, 1974) 

P R O G R AM .Training ;gNumber f "'tprbe ofPeriod j Times ;Participat" Pei-sons 
(days) !Offered ing Coops.; Trained 

1. 	 For Ccoperativels
Development 

! 1 

A. Organization: I !
! !1. 	 Provincial Electric !, 1
Cooparative Te am 
 !(PECT) Seminar. Work- !shop 	

. . 1 6 I 7 
 ! 	 .322
 
2. 	 District Electrifica- I 

tion Committe (DEC) 	
! 

I !Phase ( Orientation.. I !Workshop 
 3 1 431 	 1 43 1 2,616 
I I3. 	 District Electrifica I 


tion 0ommitte (DEC) 
I
 

[ !
Phase 11 Orientation-
Workshop 	 !

/1 3 1 1 1 ! 31 
B. 	 Managem-ient: I ! 

1. 	 Cooperative Manage. I Iment Course 1 8 8 1 62I 	 . 398I ! 
2. 	 General ManagersConference 1 3 1 ! 32 32 
3. 	 Annual Conference- I

Workshop for PresI­dents and General Ma., 
nagers of Rural Elec-! !tric Cooperatives 1 6 I 1 43 

4. 	 Seminar on the Admi- I !
 
nistration of Construc!

tion by Force Account !. 
-
and 	Session on PERT/! !CPM I 8 , 
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C. Office Operation ! 

1. Cooperative Account-" ! 
ing Course ! 

2. Inspectors ',Course 

13 

2 

! 3 

1' 

I 
! 

1 

59 

4 

105 

25 

D. Technical Training: ! t 

1. Linemen Training
Course 

2. Sarrio Electrician 
Course 

3. Plant Operators
Course 

I 
I 

! 
$ 

I 
! 

30I 

21 

22 

1 
I, 

! 
1 

! 
Y 

29 

29 

1 

1 

! 
t 

29 

29 

6 

1 

I 

7763 

1,257 

24 

ii. 

4. Rural Broadcasters 
Council Seminar-Work,.. 
shop t 

NEA In-Service Training ! 

4 

! 
! 

1 

I 

! 

8 
! 

860 

1. Staff Or.entation Semi- %? 
nar on the Rural Elec-! 
trification Program for! 
Middle Management
Personnel of NEA , 8 

I 
! 

1 1 

! 
! 
1 ! 42 

2. Semlnar,.Workshop on I 
Contract Administra- ! 
tion of NEA Middle I 
Management Personnel 1 25 

! 
! 

! 1 1 30 

3. Seminar on Feasibility! 
Study Preparation of 1 
NEA Personnel 

I. 
4. Trainors Training for ! 

Linemen Ccurse 1 

5. Skills Training for ! 
Drivers 1 

44 

35 

5 

l 
! 
!
! 

! 
1 

I 
1 

1 

2 

2 

! 
' 

! 

! 
1 

! 

I 

40 

10 

32 
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6. NEA inspectors Orlen4 
tation Course on Pole I 
Preservation Proces- ! 
sing ! 

! 
2 

! 

! 
1 

I 

! ! 
! 

11 

7. In-Service Training 
for NEA Personnel 
(non-supervisory) 

I 
! 
! 6 

{ 
! 1 

I 
I 

! 

48 

8. Personnel Development! 
Insti tute ! 6 1 2 ! ! 65 

9. Annual Convention of 
the Philippine Society 
for Training Develop-
ment 

I 
! 
I 
1 4 

! 
! 

1 1 
! 
t 2 

10. Seminar on the Review! 
of Engineering and ! 
Construction Materials ! 2 

! 
1 1 

t I 

! 87 

11. 

12. 

Lecture-Seminar on 
Records Management 

Skills'Training for 
Janitors and Messen-
gers 

! 
! 
! 
I 
I 
1 

3 

3 

1 
! 
I 
! 
1 

1 

1 

! 

1 

! 
! 60 

13 

13. CONUS Observation 
Safety 

! ! 
! 12 weeks! 3 1 ! 29 

14, First Industrial Safety! 
Seminar for NEA l 
Supervisors 1 4 

! 

1 1 

I 
! 

! 36 
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Background
 

The Sangley Point Naval Air StAtvion was it
.nsferred to the Philippine
 

Government by the United States in July 1971. 
 Shortly thereafter,
 

negotiations began on an agreement between the Armed Forces of the
 

Phijippines and NEA to enable NEA to use the base for storage for
 

material and equipment. The agreement was signed January 13, 1972. 

The NEA/AFP agreement provides that NEA will provide support equip­

ment for the base operation such as forklifts, trucks and cranes.
 

The AFP is to provide all personnel to nandle off-loading, storage
 

out shipping. It was also intended that the AFP would handle all
 

record keeping to fully account for receipts, inventory, and releass.
 

(This latter function was poorly administered and NEA slowly took
 

over the activity). 
The Armed Forces handle all security.
 

IEA's first shipload of excess material and equipment arrived at
 

Sangley from Vietnam late in 1971 and 
on December 29, 1.971 a formal 

turnover ceremony was held with NEDA Director Sicat representing the
 

Philippine Government arid Director Niblock representing AID.
 

Cuix.'nt Activities 

NEA has one representative at Sangley to generally mo;.!"tor all re­

ceipts, storage and disbursement of NEA property. He is assisted
 

considerably by AID representatives, although AID's particiption
 

at Sangley is officially limited to the Provincial Development excess
 

property program.
 

All of the official records are maintained at the NEA headquarters at
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Quezon City, where responsibility for equipment and material is divided
 

between the Property Control and Warehousing Division and the I.onins
 

Supervision Division (accounting).
 

When a shipment of goods is received at Sangley a full inventory is
 

made on the spot. 
 The records are then transferred to NEAi headquarters
 

where disposition of individual items to the cooperative is decided.
 

Arrangement for shipping are made and the particular cooperative is 

charged for the item. Withdrawal orders are then issued to the NEA
 

representative at Sangley who releases the item to the shipper. 
Where
 

renabilitation is required it is performed after removal from Sangley
 

and before transhipment to the cooperative.
 

Approximately 20,000 tons of material and equipment have been handled
 

by NEA AND APP at Sangley. Excess property comprises most of the goods
 

with the balance being Japanese Reparations.
 

Future
 

Throughout this growing period of the use of Sangley as a storage and
 

transhipment operation, many changes have occurred. 
Several government
 

agencies have taken advantage of the location and NEA, being the first 

to utilize the facility, has had to make many changes. 
It is now
 

permanently located as 
shown on the attached drawing. This location
 

is ideally situated for receiving and delivery material at dockside and
 

for similar handling where ground transportation is used (Sangley Ave.)
 

Whenever new material being procured under the AID loan cannot be handled 

immediately by a cooperative, NEA plans to store it at Sangley. The 

principal warehousing and transhipment of AID financed goods, however, 
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will occur at three warehouses located at North Harbor, Manila. These 

warehouses are owned by the National Power Corporation. 

The full warehousing system will be assisted by a materials and ware­

housing specialist who is to be added soon under the contract with
 

Stanley Consultants, Inc.
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IMPLE4ENTATION REVIEW AND APPROVAL PROCEDURE 
TO INSURE COMPLIANCE WITH POLICY NO. 301 

INTRODUCTION
 

The 	NM noa-d of Administrators in 301 thePolicy No. establishedeconomic and technical standards by which IJBA will determine whether a rural electric cooperative applying for GOP assistance shall be
qualified for such assistance under the provisions of AID Loan 11o.492-H-028. 
Said Policy No. 501 makes the Administrator responsible
for 	dovlopinC an implerentation review and approval procedure thatwill insure compliance with the provisions stated thereino 

In compliance with the above-mentioned Policy No. 301, 
NEA 	hereby

establishes a rei 
 Lw
and approval procedure to insure that only
qualified electric cooperatives -shall receive loans from AID­
provided funds.
 

DEFINITIONS
 

The 	 terms "Board," "Administrator," "Consultant," and "Applicant
Cooperative," as used herein, unless otherwise defined, shall meanthe 	NEA Board of Administrators, the NEA Administrator, the 	Con­sulting Engineer contracted by NEA per provisions of AID Loan No.4 2-H-027, and the Electric Cooperative applying for financial

assistance under the provisions of R.A. No. 6038, respectively.
 

PROCEDURE 

1. 	Before any applic,-zt cooperativa can be granted financialassis'wstce by NIEA, :sucir cooperative musit show legal, tech­
nicAl, financial f:nd organizational soundness. To insure
sufficient and uniforai evaluation of all applicpmt coopera­
tives on thLuc aspects, the checklist shown in Inclosure I 
hereof shall be used.,
 

2, 	For each applicant coop that satisfies the requirements indi­cated in the Checklist, the Administrator shall recommend
certification by the Board to the effect that the criteria
stated _n Section 3.2(a), (3) of the Loan Agreement for AID
 
.Loan No. 492-11-028 have been met. The format shown in In­
closure 2 hereof may be used for the'Administrator's recom­
mendation.
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3. 	The Administrator shall attach to the above-mentioned recom­

mendation the following:
 

a. 	Checklist
 
shown in Inclosure
 

3 hereof.
 
b. 	A certification of the Consultant as 


4. 	 Approval by the Board of the Administrator' s recommendation 
shall be indicatpd in the certification form shown in Inclo­

sure 4. This certification shall be signed by the Board
 
Chairman or his duly designated representative. This cer­
tification along with the Consultant's certification (Inclo­

sure 3) shall be trztrismitted direct to AID. 

Inolosures: 

1. 	Checklist
 
2. 	 Ackninistrator's recommendation to the Board 

3. 	 Certification of En&inoer Cons.ltant 
4. 	 Certification of the Board 

-2­
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C HI': C K I, I S T 

EALUATION OF TIGAL, FITANCTAL. TrCH1]I CAL 
ANT) ORGAIZATIO':AL SOUNDNOSS OF ELECTRIC 
COOPERATIVE'S 

I. 	 LEGAL Yes NO 

P. 	 Cooperative is legally incorporated and registered. 

be 	 Cooperative is ciar of any encumbering lawsuits 
or other legal restraints.
 

o, 	 C3operatile haE an executed loar tc-.ct with
 
NEA which, au a ntirdmum, cow . points:
 

Is 	 EstabLi*ii3u, oervice area. 
2. 	 Establishes loan and grant limits, purposes
 

.i 'epayment schedules and conditions.
 
3. 	 Establishes IMEA i.jts of review, audit, 

appraisals and ap.-rovalso 
1o 	 Establishes fro' ework fo:' conipliance vrith
 

NEA's requirements for engineerizg, cons­
truction, materials, operations, maintenance,
 
management, =epo.m, financial and naterials
 
controls, equity, membership, borrowing,
 

,relending, ­
5, 	 Designates NEA as 'its agent tc procu:ce ma­

terials for the initial .project for which
 
the first loan is made; to select required
 
enGll;eerir.3 aervices; to evaluate and select 
oonstruction ,:orvicos; and to evaluate, approve 
nd SuperV-iu.I any foie account constrtction. 

d. 	 *Cooperative has adopted and NEA ha-:" approved any whole­
sale power purchase agreements and retail rate schedule.
 

e. 	Cooperative has proQf of icsuance of Certificate of
 
Public Convenience and NecessiLy.
 

f. 	Cooperative has accomplished Deed of Mortgage and
 
Promissorg Note pxeliminary to first release of
 
project loan.
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IL. MANCiAL 

Yes NO£
 . GOP and WPA have €onMMitted

allocation and 
a Plan of

made avai.,b1eCOoperative to thepesos pro rata to USC PL480 PeSo contribution adequate to
complete the cooperative project.
 

b. Cooperative has received and hasavailable 
or is receiving materials
allocated to the cooperative by IMA
sUfficient to complete the project
from any or all of the following
 
sources:
 

AID Loan
 
Japanese reparations
 
Excess propierty 
Philippine 
sources
 

o. Cooperative has functioning
adequate an 

system of controls andacccuntalility coverin 
g 

Member's depQsits
Xa erials Irarehous.ig, inventory 

and issuance
 
Basic Property accounting
 

d. Cooperative project ao currently definedhas had the de terminatibn, madePhilippine engineer by the 
nd certified to by
the U.S. Consultant as outlined in"Technical, belovt. 

e. Coopeor, tive or NEA has a qualifiedPhilippine engineer acceptable to VEA
performing all necessary engL'neering

work under contract.
 

mI.ECM'TICAL
 

a. The Philippine En&Lneer has completedand the US Consultault has certifiedas adequate for the purposes below Pre­liminar Plans & Specifications. 

http:Irarehous.ig


- -

'b. 	Philippine Engineer hasa mbinitted and 
the U.S. ConzsUdtnt ha3 certifiod as. 
reason.Oole .iAl adequatei for proceedio
with the coorerative project the 
following: 

1. 	 I'cw estimated total p:cojqcL cost. 
2. 	 New esti.ated cost of operation, 

maintenoice, aidministration, and 
management of the total project.

3. 	 New estimated projeot, enginecring,
materials, procurement, construct­
ion and enorgization schedule 
(OTY, 11M.0 or ,cquivalent). 

4. 	 Bill of Iaterials currently available 
and coorwrative management control. 

5. 	 Bill oc Tcirlz, anC. schedule 
the,:reoCf: . I)o vet- by IiWAbe~u~ 

to the Pooperativ


6G 	 Bill of 
U.S., in Co -r. 9il 
Philippixos. 

c. 	 Philippine Engimi ea. 

to 
coui tri.es and in 

has 	 completed 3-nd. 

;ur.is*be p.archasei" in 

submittod -u bass of Ireiminoy Planls 
& Specifications all itei, . coveredi tinder 
"Technical"., ;ani tle U.S. Oonsutanut 
has certified as to ve.cquaoy, correcTness 
ind appropriatenes ir)su[;port of further 
financing of ;he cooperati.ve project ­
1, 	That the project is now technically 

sound and econ.:;ica]i11, feasible; 
2. 	 That the financ!i:, P",jections-ooth 

on cash flo accrmt. haza.-nIL siL.-
bcen completed ruvr si pports .,i 
de 1ermination3 

3. That the Cooperativo Bocrd has set 
the retail rate ideqube zo a.ch.eve

Sthese ojo:.K; 
4. 	 That the Coop.: at.i v. ,;tr' of Directors 

has nego'l-.ited a v.h;Iesa.te power. 
procrxement contra,:t or has approved 
the , r's de .hticnLog of 
self-Genea lion cost w'nich Iill 
support those projeutot.,s. 

AENEX VII, Page 5 of 6
 
Yes No
 

http:v.h;Iesa.te
http:cooperati.ve
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Yes No 

d.. Philippinle EnDineer has' deter.ined 
and U.S. Consultant has certified 

that current constraction capabili­
ties do and. are expectcd to continue 
to exist which will result in com­

petitive, timely, economical cons­

trLiction in keeping with the standards 

and specifications established by NEA. 

e. U.S. Consultant and Philippine Enginee-i 

havc crtified that there is an adequate 

rep.rori:, ly priced power supply for the 

cooperative. 

TV. COOP ORGATTIZA!LSON 

a. Ma, has detenmined and certifies that 

an effective Board of Directors is 

fanctioning and undergoing davelopment 
training. 

b. NBA has determined and certifies that 

the Board of Directors has selected 
and ITEA approved a pqt2.ified rdanager 

'who is now functioning effectively and 

is uneeroing- development training. 

c. NEA has determined and. cs-rtifies that 

there exists local, cormmunity and pro­

vincial support adequate to assume suc­

cessful implementation of the coopera­

tive. 

C,
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INATJOMAL EMJCMI1ICTION ADAIkI=MATIOW 

1l0-och %0,974~ 

Carront Aciiots
 

aoton Mmrd 
 .2 8,9413
cn3~l in Lu- DIZP 342.514 052J23 
Cnsbi ill ,--c 122,786.09
3M]P Pund Truotoo Accounts ,02,0.1


1!ATruat. unmd 1,37005~5.112

TLonz ::o~civm)o 13,993,111.26

Loam, 1',covabo-Cooncratives V~43568
 
Lzn fI ce-1vable-rivato Pranoblaos 3.639,49D.40

L;,ua Plvaoi 1 ualelpal Oystem - 1h900.0M'. 05
 
Duo 2"r't 01, Icora & 1EnL%oeu26991
 
Dac. fro ovorirzant Akocioc 2269.17,

Accrned interet pcocivzb13 381#705.53S 

^ Electrical Utj~j 18v674,79506
Immutfory 

Dpiton Loators of Cr~).it -11609.147.65 
Totia Currort ,*Uz'I .- 90t6389334..02

l-on,-Te~ria Lo, us 1"eoeivable 131,231,3073
Proa'1 .ty 1i: tup~u

Lxl. 25,000.00n2 d 

Gi'fica r t*xi ~ P 469,30.04P

Lcl;31 -22.iitc"MO~~
"--~~~to :3690208.64 
Tranoaor-' -.a Lrjn!i ,zont E').WX)


Lc:.cu~itLdi~rcw o 
 22917.J*75 
:.Xicctr~ ?laax. C u. Id
 
Loss; AecwmJ.atcd D)oprcclim 89262.50
11~* 


Otir1-Locrty P[pnt ^, EL.iQpent V ,j~j790

L:Accuiaii atc~1 Dxproci nton ino~1 15.486.296
 

Tut".2 llopcrty PL~nt & Equlpmout -40118 

Govor ont lto~Ject Cost n____________ 
Total !Aoseta 2596938 

!JA3)1IIT~IM CA1'ITA4L 

Curent Liabilitioo ­

inutcroct iaya'Ibo - USAID Lounl p~ 16,072.17
Accounb~ ~~i - Conoaa 730v,531. 18 

'Ii-,Jho~ddan, Ta= 'Iyable 19018140.39
 
D)uo to Governant '.concica 1,542.64~
 
Other~ Cunrent Ltnbi1~tlun - D131 Fud uahj 2. "f?7.i
 

4ot3l Currout Liai.itiog -!26,124,0G23.3-7
 
Lo,--Trm Peoth ~4~G.L
 

Doo""toDd Capital'________ 

Deprity Admi~4 a1rator for 
rinance 4'anchiiaes 
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Cooperatives 


3. 1locos Norte 

4. Leyte 

5. Scrtgou Sur 
6. Le Union 

7. Capiz 

S. Abza 

9. bohol 

10. U.nao Sur 
II. Davao Nrxrte 

12. Catanduanes 

13. "'f]im, Rizal 

14 i, .ye Sur 

15. Iloili' 
16. Lanso Ncrte 
17. Albay 
18. Btanga 
19. uezon 

20. Akian 

21, Cebu 
22. Zrimboangs Sur 
23 V.,?-damis Occidental 

24. Zv!?oag ,. Norte 
25. Zcnbalen 
26. Pan""sJ lan 
27. Negros Oriental 

28, Antique 
29. Cageyan 

30. l~A*;L; 

31. Nue-qa Vizcaya 
32. Cotabato 

33. Cotabato Sur 

34 . Bukidnon 
35. Marinduque 
30. MWndoro Oriental 
3' ., Cr,marines Sur 
38. Sorsogon 
39. Sulu 
40. Pampanga 
41. Bulacan 

42. Laguna 

43. Cavite 
44. Bataan 

TOTAL 


FUND DISURS1@T S BY COOPERATIVES
 
(As of December 31, 1973)
 

(in thousand pesos)
 

Prior to 
_Y_ 1 FY 193 

58 883 
117 1,321 
1.41 297 
26'. 491 
116 1,601 

199 
157 
302 
303 

-178 
23 

135 
189 
193 
62 
42 
29 
41 
ii 
81 
85 

175 
124 

ii 
32 
18 

38 
12 
21 

13 

-

458 7,169 

ANNEX X
 

1st & 2nd
 
Quarters
 
FY 1974 Total
 

1,251 2,162
 
3,682 5,120
 
1,109 1,547
 

531 1,048 
3,027 4,744
 
736 935
 
328 485
 
779 1,031 
93 396
 
122 300
 
17 40 
38 193 
33 222 

163 358
 
486 548 
67 109 

119 148
 
231 272
 
94 235 

180 261 
66 151
 
50 2P5 

228 ;2 
113 124 
102 134
 
27 45 
36 36 
92 9" 
4 48 
18 56 
12 24 

i , 9 
'72 372 
27 27
 
33 46
 
26 26
 
12 12
 

1,189 L, 189
 
.2,069 2,069
 

650 650
 
1,342 

114 14 
4.,342 

19,740 27,367
 



-- 

'FUNDDISBJRSEMMT BY IRPOSE 

(As of December 31, 1973)
 

(in thousand of pesos)
 

Prior to
Description 
 Ey 	1973 FY 1973 


GENERAL PLANT 
1. 	Land 


215 

2. 	Site _ipreverent 


189 

3. 	Muiti .p,pose building 207 

4. 	 Headquarters, warehouse, other


facilities 

192 


5. 	 Meteviinhl Inventory and Fue1 Stock 24 

6. 	Working CGpital 
 1,042 


7. 	O,7f'ce 

8. e;m'. 	

241 

i c,'t i on quipment 

9. 	Transpoat"atio:L equipment 128 

10. Tools and equipment 	 37 


GLU.TAhuTL PLANT 
j. 	 Fq Pip nt 

''2 Pow.:,r house r.nd installation 
 192 


SU'STATIUN 
1. 	 Equipyeint 
2. 	i,;,bor 

18 


T.Ar P01?ATlOV AND DISTRIBUTION
 

1. 	Poles and other wood materials 
 456 

2. 	in.ulators, hardwares, street lights 
 9 

3. 	Distribution transformers 


4. 	 Wires 
1,708 


5. 	 Service drop materials and meters 

6. 	 Sectionalizers 
7. 	Labor 


7 

8. 	Right-of-way clearing 
 28 


HOUSE WIRING 

50 


ENGINEERING SERVICES 
 485 2,156

IN-COUNTRY MITERIALS HANDLING 
 82

MISC. AND CONTINGENCIES 

TOTAL 
 485 7,169 


ANNEX XI
 

1st & 2nd
 
Quarters
 
FY 1974 Total
 

161 376
 

11 200
 

10 217
 

2,499 2,691
 

179 203
 

2,377 3,419
 

140 381
 
3 3
 

105 233
 

91 128
 

184 184
 

1,641 1,833
 

77 77
 
58 76
 

2,221 2,786
 

503 512
 

921 921
 

2,08 .,396 

1,175 1,175
 

388 395
 

94 122
 
585 635
 

3,226 5,840
 
139 221
 

__26
 

19,740 27,367
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STATUS OF ELE TRIC COOPERATIVES 
BY STAGE OF DEVELOPMENT 
(As of March 31, 1974) 

Fund Fe . i - I Co-op Amountr A & E [ Under ICorwumers 
Ing bility Regis- of Loan Firm
I,-_te tdL tered P M 

lConstr'uc­/ 21 tion 3erved
 

1. l1 7 ,9 12.0 AWIA 6,161 
1969AWA 


+.-- . ...... . --... 1
• -.... ... , B

B x ~ 
7J 

"i 26,.. P , .)1DCT 

x 1,5•" 

x A11 
d; 71] TAP x- ,B- - i l , T -,. 

........... /72 8 1?. .AP x 1,110 
BL 
 22.0 EDCOP x
 

B .x 10.­

.. .. ,... .. .... . -.. .x' 1 1'' 7 
_ _ _ _ _ __."_

J DCCD 
_ 

-- ,.. DCD x 2.6-.., ­
. .. ... TT7 1TA T­

22. "~~'16etJ . ~.?i 1 1 -A IDC . 

. . "t j. ....... ., .. ... ... ..4*,.* . . ,,._. i W. .,
ndu.... ~~~~~ .... . .­u-e- .. _-_-_ _i,-_ ?2Th ;.. .. .. _4.;L _ __ A Z 

2 ~- ,' "L .. "20. 4 Wf:COD 
__7. APOrsme ­2 ino_ 'cienti -C---- .... ' 1 71 - R',W 

:,np-i e A _329 DC I-'1 ... :., .: .... Sur . . x -.. .... 2 _ : . .... _ _ 
.'/C,. .. . .. . .......
 

D 

Bn ialf b- 5~. 72_______+Cl. ---- orltl ... -D, 
7i:--. ;Tl).a.,.,a 3 72'': 4.o-n , ^ " - - '- ' " -, • ',' -- ".. . ., . f , v , at. . . I -Z "" - ' _- " - " '- _ . _. . . , - - . 

...... "- uL .jn " u . D . " . . .1... . _/.. . I..... 9- ..7t -" D 'n 7 ; ,, 
 ..
 



144. 


J 

4 -.9 

51., 

,'~" 


.. 


5 .
 

,-. 


"7 


D5. 

Couperativea 

I igeo 
ja;:n.,a
-pao 

Mhiw rc Ocldentall 

jataui _.._,-- ._ ___....
50. ..
,, ::'E 

Ne. . , :C 

s 


59.P .... 


'3 .
 

ucv,} L 	 ', 

.,in E'.:-


el Norte 

(o'
aS. ,
":-11 Or'I-nxI1~ Uhi 

. -',
,,.',.
 

.L. "?nk .Lamf n ......... ­

i :. 6, r, . ... 

--- -Gier..n:".n:X .a 


a 

T,-t"Y,j

.,:.,..'ufarqt 


7:. • *OC
-: .,l.: J 

n~ '3", 


.'.S ,"-; 


_ 


i 


1 / Funci:¥ 

A. Y-'Icu, AID Loans 
B. !1.) Ljoan 492-11-028 

Fund- Feasi- Co-op T Amount A&E 
jug bility Regis- of Loan Firm 
11 Study tered ,P M 2/ 

C x __ 

X " 

E x _ 

2ANNEX IX Page 

Under
 
{Construe- Consumers
 

tion Served
 

_--.
 

D 
D. 

E 

E j 

. 

x 
X_,_" 
x 

x 

x -

.1/3z 
8/13___.___ 

_e__a!_ 

._. 

TAP 
__5.5',5TAP__-_,394 _ _ __.... 

,Ei , , 

. . 

12 066 

_ 

C x 

C 

Lil 
A II 

i
-o_,__,;7 1 

D x T_ 7 7 

D 	 xEc x=-1,'---_. 

D x 

DF , 	 x , 


D___ 	 xc i.,.--
C 	 x 
x 
x 


[
 

_ _ _ _ 

EMU7,10P , 692 

-­,.,5 ____________....._______ AWIA 

' 

75 5 I 118,013 

- 2 D. Primarily Locsl currency - 12 
-24 E. Futme - 14 

C. E'l.gible for FY 1974 Proposed Loan -2* 

_/ Arch itectural and Engineering Firma
 

AWIA Adrian Wilson Int.
 
EDCOP -Engr. Dev. Co. of the Philippines
 
DCCD 	- Design, Construction, Coordination and Development 
TAP - Trans Asia of the Philippines 
AFP - Armed Forces of the Philippines 
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CONSTRUCTION CONTRACTS 
-- STATUS OF WORK
 

I. Status of construction work 
- headquarters facilities: 

Start of
COnt-	 Percent
Ac LDate Bid 
 Construction Completion
 
1. VMoi;SCO 

2. VRESCO 	 (Completed)
 
3. Ilocos Norte 	 (Completed)
JPD Conat. May 31, 1973 Jun4 15, 1973
4. Leyte 	 72
United Const. Mar. 
8, 1973 Jun, 
1, 1973 76
5. Surl,:Po Sir EC Estrella 
 Jun4 19, 1973 Aug. 1, 1973 
 27
SD Flores 


. 

t. 
Captz 	

Jun. 14, 1973 Sept.10, 1973 29,TVAngeles Mar. 8, 1973 
 May .7, 1973
0. M-':"q SD :?3ores Aug. 	 98 
-L).
L, n.-ok1I1i/o 	

16, 1973 Sept. 1, 1973 28.O. 
 'zu 	 .d......Aug. 9, 19731 
our Edmar Cv,. 
 July 26, 1973 Sept.15, 1973
I)av o Norte GM Ticrico Sept25, 1973 	 5

Nov. 2, 1973
1.S ' Sept.28, 1973
16. :ca .r~e"-/ EC Estrella Oct. 26, 1973
 
"e,
Cbu 3/ 1e. 14, 1973
 

I-,,h,5A,
:. stri t!on work transmission, dtstribution, substation: 

; -	 Start of
Contracto 	 PercentD)a rd Constructicn 
 Comp1etion 

(Completed) 
lco. Iorte Citation Eng'gTic May 31, 1973 July 9, 19734. T Citation Eng'g Mar. 8, 	 48].973 Jun. 18, 1973i, 'c r Audion Elec. 	 39Jun 19, 1973 Aug. 1, 1973 

",: ctromechanical Jun 1L',, 
12

31o 
 1973 Oct. 1, 19737. Thyt Audion Elec. 	 15Mar. 8, 1973 Jun. 6, 19738. !ra 	 70Force account 

9. ;o. Trigon Eng'g Aug. 9, 1973 	

14 
Nov. 3, 1973
10. 	 r,uI, -o S11" 544 =-N 

151'. Alha;V Force account
 

III. Stet,7Hc Of .,0uatruction work - power i lant: 

Start of 
 lercent
-P
J 9c. 
 Contractor 
 Date Bid 
 Cst'uctior, 
 Completion 
2. V]C..
4, LeYe Trigon tng'g Msr. 8, 1973 	 (Completed)
May 28, IVT77. C1p.z Audion Elec. 	 70 
9. 	

Mar. 8, 3.973 May 7, 1973 90Bohol Trigon Eng'g Aug. 9, 1973 Nov. 5, 1973
 

i/ Submitted bids were rejected for being too high. 
 Both projects will be done by

force account.
 
No bids were submitted. 
The project was negotiated with EC Estr,


JNo bids were submitted. 
*la.
 

The project is to be done by force account.
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LIST OF PRE-QUALIFIED CONTRACTORS 

FOR TRANSMISSION/DISTRIBUTION LINE CONSTRUCTION 

1. 	 ITT PHILIPPINES, INC. 
Buendia Ave. & Washington St.
 
Makati, Rizal
 
Tel. 88-53-51
 

2. 	CITATION ENGINEERING & MARKETING CO., INC. 
368-C Zen-Lor Building 
Quezon Blvd. E&t., Q. C.
 

3. 	 POWER COINSLTAiYS 
Suitc E fI.Davies 
Far East Building, Buendia 
Makati, Rizal 

4. 	 ISABELO OC CONST.UCTON 
Rm 30h Anita Building
 

1300 Quezon Blvd. Ext.
 
Quezon City
 

5. 	 EDWARD J. NLL CO.PANY 
325 Tiuendia Avenue Ext.
 
Corner Malugay, Makati, Rizal
 

6. 	 TRIGON ENGINEERING CORPORATION 
399 	C. Padilla St.
 
Cebu City 

7. 	 AUDION ELECTRIC CO., INC. 
85 Don A. Roces Ave.
 

Quezon City 

8. 	 ATKINS, KROLL & COMPANY, INC. 
7232 Malugay Street
 
Makati, Rizal
 

9. 	 ELECTRO MECHANICAL ENTERPRISES 
8861-C Sampaloc Street 
San Antonio Village 
Makati, RIzal 
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'LIST OF PRE-QUALIFIED CONSTRACTORS
 
FOR A FACILITIES AND POWER PLANT CONSTRUCTION
 

1. 	J.P.D. CONSTRUCTION (HQ only)
 
2171 Florida St., Pandacan, Manila
 

2. 	J.V. ANGELES COWiSTRUCTION CORP. (HQ only)
 

58 Pasig Boulevard, Psaig, Rizal
 

3. 	J.D. MATIAS CONSTRUCTION (HQ only)
 
3576 Hag. Villw'or, BacooC, Sta Mesa, Manila
 

4. 	UNITED CONSTRUCIZION CO., INC (IN only)
 

13 M. Hemady Street, Quezon City
 

5. 	 EWUARDO ESTRELLA (HQ only)
 
449 Halvar Street, Davao City
 

6. 	E.E. BLACK LTD.
 
l0th Floor, Insular Life, ?,GU Bldg.
 
Ayala Avenue, Makati, .'-ize1
 

7. 	ETIGIO DE GUZMAN & CO. 1AC. (HQ only)
 
530 Lib::rtad Ext., Pasry Ci-c
 

8. SAiALAH CONSTRUCTI ON (i,)only)
 
35';) Cebu Road Expre~fivsy
 

9. MASTER aTILDERS (iHQ only)
 
4645 Valfnzuela St., Sta Mesa, Manila
 

10. 	J.M. 0.ANDEZ & SCAS. INC. (i oily) 
YManila547 	Y-gtipid St., BaEcod, S'ea Mema, 

11. 	 1DP.MR GHNERAL CONSTRUCTION SERVITS, INC. (HQ only) 

Pe) iciano Bldg., Roxas Ave., Yligan City 

CO. 	 OF ThE PHIL (Power Plant)12, 	 ATLANTIC GULF & PACIFIC 
Oledan Bldg., 131-133 Ayala Ave., Makati, Rizal 

13. 	 POBTM, ENGINEERING (P.'. only) 
Ouite 208 B.F. Goodria Bldg., Legnpr:[ 't-, Cebu City 

14. 	 PRSCO, INC. (P.P. only) 

73 Quezon Eivd. Ext., Quezon City 

15. 	 ').M. GACIA CONSTRUCTfION (HQ on!!,) 
q.C.D.B. Building, 1424 Q. Blv. Ext., (4.C. 

16. 	C.M. PANCHO CONSTRUCTION (Hq onril) 
443 A. Bonifacio Street, (Wueon ;ity 

17. 	CARLOS S. DAVID (W- on].y)
 
Rm 304 Laperal Building, Rizal Ave., Manila
 

18. 	S.D. YLORES CONSTRUCTION CO. INC., (HQ only)
 
'
 29 Sorsogon Street, West Avenue Section
 

Quezon City
 

only)
 
Sanang, Davao City
 

19. 	G.M. TIONGCO CONSTRUCTION (1,-Q 




ANNEX XIII 

Page 1 of~ 
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XImt T*lx Mect r1 &^ ai~ Inc.
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C. Iitiubia 

A do* . chayge of P10.00 per kw is set to cover highedrW 
the m e inv( it in cooperative facilities used by 
mmh oties. 

A v on: L.dustrdal ate is m off-peak rate. If it can 
be a. fOishd that thi b-sic 8-hw of first shift operamtion 
spa, teb systw. p* P iod, then a higher demand charge 
of 6o00 should ex-1.. . 

/ 

cuamearil-4 b1o': Vr.V costs cr to two-shift 
40 tbme-shift t:ion 1riaa poobably adding to tha 
j= load I:the xor-ma , these bioc1,s also imve the 

,' c Y e~.,v),red ' ar4 need rxrt bciu- a full share of 
Othr Wsta blUiCu.tng,Powar losses. 

Street liphting -r.t to bear full costs given 12 hours 
opwr~t~*fnatti&e w .i. nce fum-tim~s Perfoiwm1 by the 
ooo,.ti.,The eyXp ;ay recomsd that wider spaaing of 

abw-t lighte by P.tied in sow instances to reduce
 
umw*tdpal b3-116.
 

b havm refmyrWAt t-h foregoing mte scheles taki-g into 

qonwdrtim the ra.ttw opo3od jy MM an,] the various dat- a&xI 
b-Acw~gtcim mdxrdtted *tidth. Ws Irv&that a cm-nue. undwrstadng
',t. -. *W di' rvqwU-_Ltn1 t u.ia obji.tivea with respect -o rates 
h~e hbu"r been adierow& 

With covdial ragr. 

Deputy Adminis e 
Finance and ses 



ANINEX XIV 

FINANCIAL TABLEs 



ILOCOS NORTE TABU I 

Pesos (000)
 
Statement of Sources and Application of Funds
 

Year (1) (2) (3) (4) (5) (6) (7) (8) (9) (1O) 
Sources: 
Loan Funds 1,860 2,868 1,702 1,105 1,981 2,201 2,542 2,209 3,961 5,446Gross Revenues 540 1,102 1,5144 1,999 2,495 3,351 4,301 5,375 7,070 8,473Membership Fees 15 13 7 5 5 9 10 7 13 13 
TOTAL 2,415 3,983 3,253 3,109 4,48j. 5,561 6,853 7,591 11,044 13,932 

Applications:
Cost of Power 241 483 660 835 1,004 1,320 1,665 2,050 2,537 3,1000&M 66 82 113 119 153 167 212 229 293 339
Interest 

-P-y- --- - 647 689 739 796 843 940 1,079
Principal Payments 

-- - --- 544 561 602 666 735 815 889Gen'l. & Admin. Exp. 131 240 306 348 403 482 579 642 821 897Capital Expenditures 1,860 2,868 1,702 1,105 1,981 2,201 2,542 2,209 3,961 5,446TOTAL 2,298 3,673 2,781 3,598 4,791 5,509 6,46o 6,708 9,367 11,750 

Beg. Cash --- 102 399 864 370 55 96 479 1,355 3,019
+ Sources-Appl. 

102 297 465 (494) (315) 41 383 876 
= Ending Cash 102 399 m 370 55 9 7 1,355 3,019 5,18
Funds Avail. for D.S. --- ..... 1,561 1,305 1,437 1,941 2,933 4,774 7,156
TOTAL D.S. --- ..... 1,191 1,250 1,341 1,462 1,578 1,755 1,968
Debt Coverage ... ......- 1.31 1.04 1.07 1.33 1.86 2.72 3.64 

* -Net revenues after operating expenses plus beginninz cash balance before deducting principal and interest payable. 



MORESCO 

TABLE 2
 

Ssos(ooo) 

Statement of Sources and Applications of Funds
 
Year() 

(2) (3) (4) (5) (6) (7) (8) (9) () 
Sources: 
GosrevnsGross RevenuesMembership Fees 

TOTAL 

661
820
3 

1,484 

5271,003
2 

1,532 

6501,186
3 

1,839 

5221,368
3 

1,893 

5741,551
3 

2,128 

3991,734
2 

2,135 

()()() 

3661,916
2 

2,284 

3662,099
_91 

2,466 

3662,282 

2,649 

(j 

3662,465
1 

2,832 

Cost 
of Power OM17Interest 

Principal pay 
Pam.n 

caitl ExAditurO110Capital Expenditures 

TOTAL 

2498 104 
578 396 
.ncipal 

115661 527 

1,624 1,356 

249110 
430 
4 

123650 

1,602 

289115 
418 
4o 

130522 

1,514 

36369120 
4oo 
235 

138574 

1,793 

125 
392 
674 

141399 

2,100 

4131 
379 
674 

143366 

2,097 

445134 
365 
674 

147
366 

2,131 

41523136 
351 
674 

153 
366 

2,161 

139 
337 
674 

157 
3A6 

2,196 

Begin. CashSources-Appl. 
= Ending Cash 

Funds Avail. for D.S.* 

Total D.S. 

(211)
(140) 
(35) 

227 

(351)
176 
(1-) 

221 

(175) 
237 

532 

62 

44-2 

899 

441 
335. 
35597 

1,411 

776 
35 
Tl 

1,877 

811 
187 

2,051 

998 

335 
1,333 

2,369 

1,333 

488 
488T 

2,846 

1,821 

636 
23 

3,468 

Debt Coverage 

578 

0.39 

396 

0.56 

470 

1.13 

458 

1.96 

635 

2.22 

1,066 

1.76 

1,053 

1.95 

1,036 

2.29 

1,025 

2.78 

1,011 

3.4D 

*Net revenues after operating expenses plus beginning cash balance before deducting Principal and interest payable. 



VRESCO TABLE 3
 

Pesos (000) 

Statement of Sources and Applications of Funds 

Year (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) 

Sources:Loan Funds 
Gross Revenues 
Membership Fees 

686 
2,221 

3 

539 
2,578 

3 

399 
2,82$ 

3 
3,1u 

399 
3,408 

3 

399 
4,027 

3 

399 
4,441 

3 

399 
4,902 

3 

399 
5,366 

3 

399 
5,889 

3 
TOTAL 2,91-1 3,120 3,228 3,506 3,81J 4,429 4,843 5,304 5,768 6,291 
Applications: 

Cost of 2ower 

O&M
Interest 
Principal Payments 
Gen'l. & Admin. 
Capital Expenditures 

1,119 

175 
828 
25 

175 
686 

1,345 

175 
693 
25 

192 
539 

1,526 

175 
L-13 
25 
210 
399 

1,729 

190 
408 
72 

214 
399 

1,961 

195 
476 
628 
229 
399 

2,226 

22 
587 

1,245 

243 
399 

2,52,3 

210 
575 

1,245 

257 
399 

2,872 

223 
563 

1,245 

267 
399 

3,2r62 

21 
551 

1,305 

283 
399 

3,711 
239 
538 

1,534 

301 
399 

TOTAL 3,008 2,969 2,748 3,012 3,888 4,902 5,214 5,569 6,031 6,722 

Begin. Casn 
+ Sources-Appl. 
= Ending Cash 

157 
92) 
0o2 

60 
151 

211 
48o 
691 1 

691 
494 

1,181 
(78) 

1,103 

1,103. 
(473) 

630 
(371) 

259 
(265) 

(6) 
1263) 

(269) 
L43l) 

Funds Avail. for D.S.* 913 929 1,129 1,661 2,207 2,462 2,079 1,802 1,587 741 
Total D.S. 853 718 438 480 1,104 1,832 -,820 1,808 1,856 2,072 
Debt Coverage 1.07 1.29 2.58 3.46 2.00 1.34 1.14 0.997 0.86 0.45 

* - Net revenues after operating expenses plus beginning cash balance before deducting principal and interest payable. 



T2ABLE 4 

P AoILLTPTiF PUPAL EtFCTRIC Lo' - ILLOCOS NORTE (iN THcUShNlS) 

ADJUSTED ADJUSTEO 
a.NVFSTVF':T RFTIIPN FACTnR TNVESTMENT RETURN 

997e 
n9cc 1.oono 

09132 
2494 
9112 

0 
D 

229n 
3197 

??9; 
110 
1Q8 

3961 
5446 

110$3 
ll0 
i1ng 
11I.0' 

0 

" 
• 

117 
31n 
47? 
70? 
94fn 

1220)l] 
1hI55 
P461 
3432 
415P 
41fl4630 
5041 
5529 
5777 
("&56 

fr 56A 
Op;, 
< f6 
645A 

A•6s 
f,
656A 

645q6 
.&56 
656 

0.8340 
0.7617 
096956 
0.6352 
0.5801 
0.5298 
0.4838 
0,4419 
0,4015 
0.36P5 
0,3365 
0.3073 
0,2807 
0.2563 
0,2341 

0.2138 
i.19c;2 
0.17F3 
0.16?8 
0,14P7 
0Fn,13958
0,124n 

0.1113 
0.104 
o.n94 

.b0,863 

1909 
2587 
1598 
701 

1149 
116h 
I??9 
976 

1598 
2006 
372 
340 
310 
284 
2r9 

0 
n 
0 
0 
0 
0 
0 

0 
0 
0 
0 

97 
236 
328 
445 
545 
789 
897 
1087 
1384 
1529 
1558 
1549 
1551 
1480 
1511 
1404 
3282 
1171 
1051 
976 
891 
814 

731 
679 
620 
g 

ea-. 
640 

f-L l,0.flbc7 

O.O7AP 
,071Pn 

* nbn600 

0 

0 

93} 
47? 
431
394 

27545 76 



ROI PHILLTPIF PUPAL ELECTPIC LOANl - MOPESCO (IN THOUSANDS} TBLE 5 

YEAR 


1 

.2 

3 

4 

5 

6 

7 


9 

1n 

11 

12 

13 

14 

15 

I, 

17 


10 

20 

21 

2? 

23 

24 

25 


27
27 


2 

3r. 


31
3;-132 

TOT 

TNVFSTMFNT 


2002 

8007 

661 

527 

6n 

52? 

574 


3q9

33f 
33A 

336 

336 


A 

0 

0 

n 


AS? 

to 

,, 

.
 

Fl 

RFTU.PN 


n 

0 


311 

44r 

57, 

710 

843 


975

1115 


.24Q 

138S 

1522 

152? 

152? 

1522 

152p 

1Cl?2 


•5? 

l-?? 


152P 

15 

1 2 


? 

] 2 


FACTOR 


1.0000 

0.9302 

0.8653 

0.8050 

0s74A8 

0.6966 

0.6480 


0.6028

0.5607 


0.5216 

0.4852 

0.4513 

0.41q9 

093906 

0.3633 

0.33R0 

0.3144 


0.2925 

027?0 

n.2531 

0.23c4 

n.2190, 

0.20'7 

n. 1
f.l8; 

()n.17F3 

0.1640

0.1525 

n,1
0.1419 

0.13Pn 

n.1?;,P 

0.114?

n.O3 

ADJUSTED 


INVESTMENT 


2002 

7448 

571 

424 

486 

363 

371 


240.

188 


175 

163 

151 


0 

0 

0 

0 

0 


0 

0 

0 

0 

0 

0 

0 

0 

0 

A 

n 
n 

0 

-312 

lF?7n 

'ADJUSTED
 

-RETURN
 

0
 
0
 

269
 
359
 
426
 
494
 
546
 

87
625
 

651
 
673
 
686
 
639
 
594
 
552
 
514
 
478
 

445
 
414
 
38;
 
358
 
333
 
31n
 
2L8
 
268
 

249
 
23?
 

2ls
 
?oo 
186
 

173
 
161
 

1?31o 



TABLE 6 
ROT PHILLIDINE RUPAL ELECTRIC LOAN - VPTSCO (IN THOUSANDS) 

ADJUSTED ADJUSTED 
YEAR INVESTrFNT RETURN FACTOR INVESTMENT RETURN 

1 3651 0 1.0000 3651 0 
2 14602 0 0.9569 13973 0 
3 686 72s 069157 6?3 666 
4 539 836 0,8763 472 732 
5 39Q 876 0.8386 334. 734 
6 399 9Ol 0.8025 320 723 
7 300 933 0.7679 306 716 
8 399 1246 0,7348 293 915 
9 3q9 1296 0.7032 280 911 

i0 399 1540 0.6729 26R 1036 
11 399 1397 0.6439 256 899 
1? 399 1451 0.6162 245 894 
13 0 1451 0.5897 0 855 
14 0 1451 0,5643 0 818 
15 0 1451 0.5400 0 783 
16 0 1451 0.5167 0 i49 
17 n 1451 n.49495 0 717 
18 n 1451 0.473? 0 686 
19 0 1451 0.4528 0 657 
20 0 1451 0.4333 0 628 
21 r 1451 0.4146 0 601 
2? 14=j 0.3968 0 575 
23 1491 0.3797 0 550 
24 0 14-l n,3634 0 527 
25 14cI 0.3477 0 504 
26 0 1451 0.33P7 0 48? 
?7 141 1 0.31Q4 0 62 
29 11,51 0.3047 0 442 
2Q 14c; I n.?916 n 4?3 
in 1l4 '.?7Qr n 404 
3132 -53 14nl1 r.?670&!n,55-I8 

0 387
370 

TOTl I ]Q8P 9846 

rFpCF,!T.w(F Ir 4.r, 



-- 

- -

C T 
 I NTE FEASIBILITY STUDY BL
 

Cons tution P ri d W
Cost 
 _ _1,t Yr. 2nd Yr. 
 3rd Ir. 
 i0TAi 

#3/o -30 line 44 91,080 20,380-
 -
380-,-8
#I/o - 3/0 line 13.5 23,477 107,433; ­ "13.
! 

3 23,477 107,433
#2-30 line 10.0 3,000 70,670 8 1,40 
 5,536 0 13,000 70,670 
 0 13,uO0 70,670 38 
 49,400 
 26F,546
#3/o VO line 
 " 
 " 
 - 20 141,400 1172,0I ­ 777D
#4 - 10 line 20 41,400 172,90
9,380 87,540! 5
93 5 2,345 21,885 1 10,318 
 96,294 


5,62f 22
57,524 59
Secondary 27,671 258,243.
12 8,160 58,414' 
 3 2,0 , 14,601 13 8,840 53,271 7 4,760 
 34, 069 35 
 23,80C 170,345
Secondary U.B. 
 28 7,336 "0,804 7 183. 5,201 30 7,860 
 22,290 16 ,192 
 11=$8 81 21,222 f0,18
 
S 179 
 1 92 
 , 6196 ,00 1
315,180
 

Sectionalizing 
 9 2,169 3,3501 2 482 
 1,300 

- 2,651 2,650
 

Street Lights 12 6.020 11726001 I
43 1,505 ,51495052,5
2,150 167 5,8451 8,350 77 1 2,695 380Substations (ncl. l,6
 
engr) 280,000 303,000 
 - - - 280,000 303,000


Sub-Total 
 550,422 1,038,181! 87,501 
 274,573 161,783' 260,875 
 - 92,2401 173,001 - F91,946 1,746,630 

ADJ for location t
(1.03) 
 566,935 1,069,326! 90,126 
282,810 - 166,636 268,701 - 95,007 178,1911 918,704 1,799,028
 

R/W Clearing 
 28 ­ 28,000' 9 
 - 9.000 11 11,000 7 j
Engineering @ 6% 7,0001 55
160,96486 - 55,000
(exc. subs.) -

- 34,2016,6; 4
J , 22 86, 988 4 i,0U- 358,9885,8
 
General Plant
 

(incl. engr.) 
 138,300 1._ 
 - ._ - -" 
TOTALS , - , 138,300 1,080.000705,235 i2,338,290 I 016346,030 
 166,636 36 ,565 
 95 007
j 2011 1,057,004 3,293,016I20,3


i 1 



TABLE 8 
IWCOS NORTE 

PLANT .kNVESTMErTS & OPERATING EXPENSES 
(PESOS IN 1000'S) 

IConstr., P I a n n i n g Y e a r 

Item ,Period 1 2 ' 3 ' 4 _-- ' . ' 7 F ' 11 12 ' 13 t] 

CUMUILATIVE PLANT INVESTMENT 

Plant Beginning of Year ' '12,472 '14,762 ' 18,159 20,457 '21,562 '23,5L3 '25,44 '28,286 '30,95 ' ,31 ' 39,9C,2'41,008 L2,16 143,222 '44,330 

Investment During Year * ,12,109 , 2,868 , , 2 2 , 2,209 3,'1 , 1,106, 1,108 ,106, 1,860 1,702 1,105 1,981 2,201 .,542 , 5,446 , , 1,108 , 1,108
a a a a a a , f a I a a 

Plant End of Year ** :12,472 14,762 11,159 20,457 24562 :23,543:25 744 ;28,286 '30,495 i34,456 39,902 _ I._114 43,-,22 :44,330 :,-5,433 

COST OF POWER 

KWH Purchased (1000's) ' 2,529 5,065 6,923 ' 8,749 ' 10,515'11,571 6,755 '20,255 '24,586 29,407 30,4z,7 33,107' 35,i47 '38,524 147,228 

Average Cost/KH M .0951 , .0953 , .0954 .0954 , .0953 .0973 .0992 _1012 .1032 .1054 .10-6 .1098 .112 , .1142 .1164 

Cost of Power I I 241 i 483 1 660 I 835 I 1,004 11,320 1 1,665 12,050 12,537 1 3,100 I 3,.76 1 3,635 I 4,( ,3'. I 4,399 14,799 

OTHER OPERATING EXPENSES 

O&M as 7. of Plant .45 .45 ' .55 .55 .65 .75 .75 .75 .85 85 .95 .95 1.05 1.05 1.05 

O&M Expense 66 82 113 119 153 167 212 229 292 399 390 400 454 465 477 

General & Admin (f/consume, , 40 , 40 , 41 , 41 , .2 a 42 , ' , 43 a 44 , 44 , 45 a 45 a 46 a 46 a 47 

General & Admin. Expenses 131 a 240 306 348 403 482 '59 642 ' 821 a 897 ' 959 'I,001 1,065 1,108 1,175 

Depr. as % of Total Plant) 1 I 1 I I I I I I I I I) a a a a a a a a a a a t a a a a 

End of Year ) a 3 - 3 a 3 a 3 3 a 3 a 3 3 3 a 3 a 3 a 3 a 3 a 3 3 

Depreciation a a 443 a 545 a 614 a 647 a 706 772 849 ' 915 a 1,034 ' 1,197 a 1,230 a 1,263 ' 1,297 a 1,330 ' 1,363 

* Includes Escalation & Contingencies
 

** Includes Interest at 3%,thru year 3.
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IMlCOS NORTE TAKE 9, Page 1 of 2 
OTAL S'YSTE1I REVENUES 

(IN PESOS)
 

I------------

Plann1ing Ye- rIrrigation Pumps ' 
 ' ' , , 
 ,


2.1. KWHonsumer/Mo. 3 14_AverageAverage Revenue/Uonsume:/Me ' 1411 15, 7 ,171 /:.1' .. i§ -A ' " -17 ' 4_17___.... . , 417 11 ' 17 /2. Numer afConsu 1.17 l~_} 1 ,417'3. Annual nsuersRevenue/Cgnsumer

4.4. 

' 22... ,->-- *7' ----- _-A nnua- o C...nsu_,_: p. .1I,5. m er .--2f. Co.nsursmber( , ~ 12 . -- ..- ,C2 .Revenue - .'' '.5. AnniualI Revenuec _ " : '__{ ii ,l._r, 2 '241 ' 14124 1_ . . . . . _ . . 7pC0 0 ' -- T3-[-) , .-. j, . - c -. T -7-( ---- T _z_:_ ? _
Z41 44 1 2!t1 

Securi t J . t . 6 ' /. c{ 1.011. Averige KWHfCc simer/Io. 
-3 . A~nnu al3.98nnuii1 er9 -- .9,. . .... ' z'',?ovrnu e, Consum-,er -vc1ucb,'Cns.' i- " ' ' 199 j" -:' - [": ' ' ].51 ' ' 196 6.5 198 ' ( ' 654. Number of Consu i,-rs i'q9. 

-- _. --.5. Anual evenue (000) 1. 7))15-L,3" '''1 ',2t, -- 1 ' 
'0 , 22 ' :0; 

Large Co.mercials 
__ "2,1. Average KM4I./Consum/nr . -,0OSOO 7 30 2 O2. Average Revenie.Consumer • 

- , ./ 0'6 . 0,. 76 .. ' .. -dl---------..) ' 2,277." .. L liz500 _,! 00 ' ]].C C0 '1 
- ' 2 .. 8. 

3. Annual Reven'eConsuner elr 21 , ' E.3.. -so,) _ 2,645' O 0_, 12.100 
6
4. Number of Consumers 768' 3,7393 ' 7 

5. Annual Revenue (000) 
1 ' ' . 28 31 -- 5 ' 35--' 57 ' . ' 45 '. '2 , , 52 . 629 '765 890 ' i 1,175' 1333 1,466' 1,623 

1 mestrc 
 ' - !,333'n1,4 6'1,6 1,737
 

2. Average v}I/Consumer/Mo. * 29 32 35
3. 2 48 '603. Annual Revnnn/Consumer 

3 
70 73 ' 76AnnualeRevenue1Consumer/3..' 
107.88 '119.04 0; . Il 2 '1, 68 ' 79 ' 82 ' 85' 9 '921) '1.0Q '15:,.24 '17S.S4 ' 16.4:3 '18.60 '20.15 ' 21.70 ' 22.634. '197.16 ' 23.56 ' 24.49 ' 5.2Number of Consumers '223.20 '24.20 2&0.40 4 ' 26.35'2,818 ' 5,20c -6L.4 7,390 '271.56 '282.72 '293.86 '33..04 '316.20',77 '10,096 '11.,445. Annual Revenue (1000) ' 304 ' 

'13,1(6'16,629 '18,103 '18,953 '19,803 '20.653 '21,503 '22.353620 ' 48/4 ' 1,072 ' 1,309 ' 1,803 ' 2,335 ' 2,939 4,021 ' 4,714 ' 5,147 ' 5,599 ' 6,070 ' 6,559 ' 7,068 



TAELE 9, Page 2 of 2ITEM } o r l22S ,,,, 
 ?LAN;5' C
9 99 Y , 8'R , ____ 5_ I136 99 I 14 15i.
Average KWH/Consumer/Mo. 9 9172 , 165 9
2. Average Revenue/Consumer/ S ,__ 79 , " 207 , 216 , 233, 24,33. Avera e Revenue/Consumer 51 247 , 250 , 250 , 250' 3 578 554 ' ' 54. Number of Consumers - ' 691 7 32 ' ' '83 7 ' ,' 133 ' 2 6 3 80 ; , 71 ' 23'34 657 , 55 ,5. 59 6Annual Revenue (000) ' '6 5"'' 77 "o _ 4 

' 591 603 ' 615 ' 627 639' 2 263 3 ' 361 420 ' 481Pubi4 
 7 T5967 522 263 U4 ' 5)7 527 ' 57
I. Averae I(WH/ Cons 558
mer/Mo. ' 70 7 , *5 , 3 , ,7 . verage Revenue 1u3 ,)3f- s-er!!o. , , ...3. -3Annual Revenue Consumer 7 ­7T9-j . -s . r- -, ;1.. sme 3i7,2 - o ."----...4. Number of Consumers ' ' ------- z. 4<,2,"
 

. Annual Revenue (000) 59 - i7 4, , 94 , 

-,. 156 1-3 2 . . ,

92 44 
24 , 3 4' 4 59 '74' , 43 33 3 

,43, 52 51 , 5­_ ' :45 175 22 65 5432 543, 543' 275 288 ' 2S'7 ' 312 316
Revenue Summary - All Sources(2006
1. Irrigation Pumps 

35 6139
2. Street Lights 
 73
43 6 ' 91 08 '243 F 312
141 3L7 
 376
3. Large ommercas 3a0 ' 210 405 
Domestic 37-'4i -27 '04 ' 229 ' 248623
21. 70 C9143295. nall Commerci al 43 3
-,7ii 1,11 219 _ 2223 ' 11 24324Dostc'304 '20 '44 303 

'17 1.3Y,; . .. ,: 2 ^ -I1 04-1 86.r ublic B,iLdinps __2 81130 17 9 22 263 
_ -'.3311 0-1 .714_ 9 15 IL704 " '5, '99 '6 G70 65> 6
44_
24 ' 4,4' 36- 420 ' 48]3 496 ' - - _ 52 . 3 708l99S 74. To alOperatingReverue 5 01or7 86 273 13 145--' ,30- ' ' ' , o06 ,74 ' ' - 22579. ,0 , / 6 '7,692883 '8,360'297 ' 9,03'305 9.73230 0,418AjustedTotal peratingRevnue'--5-40 --

' 32 '316 
'--

'046 ~ 275 ?9. .. < ' 194u 3 , 2 1, 
 5 -,---S
 

S,47:9. 84 
 :0 ,3 66 11 ,4 69 12 , 354 :13 ,7 52. Irrigation Wells 
 * .17 

3. Security2. Large LightsCOCm4erci/l .30.23 
4. Domestic .31 Totals may9 nt add up C:ueto rounding.5. Small Conmmercials .28 
6. Public Buildings .33 



ANNEX XV
 

ECONOMIC TABLES
 



TABLE 1 

Comparative Cost Analysis of Kerosene vs. Electric Lighting I-/
 

Kerosene Lighting Costs (i/yr.) 

Kerog n 2/ 172 
Wick 8 
Capital Costs!-

17 

Total Costs/yr. 197 

Electric Lighting Costs ( /yr.) 

Eletrcty5 / 6 
j
Incandescentj1b' 4 

Capital Cost, 45 

Total Costs/yr. 55
 

Cost Reduction/House (i/yr.) 142 

Calculations assume that illumination provided by a standard 
kerosene lamp (Aladdin type) is equivalent to that of a 10-watt 
electric incandescent bulb. 

138 liters/yr. at . 1.25/liter (pre-tax) 

3/ 1 wick/mo. at 0 0.70/Wick 

A kerosene lamp costs t 35.00 and lasts for 3 years. 
rate assumed at 15%. 

Interest 

5 18 KWH at / 0.31/KWH 

Y Costs X 2.00 and lasts for 200 days assuming 5 hours daily use. 

7/ Annual depreciation of house wiring (I 250/house) 
3%. Interest rate assumed at 15%. 

equivalent to 



TABLE 2 

Selii'-(enrated Electricity

Compaativ Cos Anlsig of 

(Large Conuercialsyi
Vg._coo'p-krovided Ecticit 


Self-Generated Electricity (/Yr.)
 
33,780
 

Energy Cost 

1,125 

Maintenance 
 92375 
Capital Costs2/ 


44,280

Total Costs/yr. 


0.61
 
Cost/KWH 


Coop-Provided Electricity (P/yr.)
 

0.23
 
Cost/KWH 


62%
Cost Reduction -

Large commercials include industries 
with a minimum load of 

25 KW. 

Assumes .712 liters/KWH
QJOrrating full load for 8 hrs./day. 


and / 0.65/liter (pre-tax).
 

Assumed depreciation

A P5 KW diesel generator costs X 37,500.3/ 

and interest rates are 1O% and 15%, 

respectively.
 



TABLE 3 
Comparative Cost Analysis of Diesel vs. Electric Pump Irrigation 

Diesel Pump Irrigation:
 

(a) 10 HP (Y/yr.) Energy Costi/ 
 5,460 

Capital Cost2s& 2 500
 
Total Costs/yr.
 
Cost/KWh 2 0.66
 

(b) 20 HP (Ii/yr.) Energy Costsb/ 10,920 

Capital Costs/ 5,00 

Total Costs/yr. 15,920 
Cost/KWH A 0.66 

Electric Pump Irrigation:
 

(a) 10 HP (P/yr.)
 Energy Cost 4/, 2,040O 

Capital Costl/ J 576 
Total Costs/yr. 3,616 
Cost/KWH 
 P 0.30
 

(b) 20 HP (P/yr.) Energy Costc6./I J.,080 

Capital Costs./ 2 800 
Total Costs/yr. 
cost/RMT t 0.29 

Cost Reduction - 54% 

12,000 KWH/yr. at .7 liters/KWH aid ?i 0. 6 5/liter (pre-tax). 
A 10 HP and 20 HP diesel pump costs 110,000 and P 20,000, respectively.
 

Appreciation and interest rates are assumed at 1.0% 
 and 15%, respectively. 

3/ 24,000 KwH/yr. at .7 liters/KWH and P 0.65/liter (pre-tax). 

12,000 KWH/yr. at ItOl7/KW. 

A 10 HP and 20 HP electric pump costs AP 5,250 and 26 9,450, resopective1y. 
Assumed depreciation rates for the electric motor and pmp are 2c% und 
10%, respectively. The interest rate is assumed at 15%. 

24,0ooo KHlyr. at A* 0.17 KWH. 

5 



TABLE 4 
ILOCOS NORTE 

Pesos (000) 

Cost Savings from Rural Electrification
 

Year Domesticl_/ Commercials irrigation3/ 


Large /ci
 
__ _ __-_ _ _ __ _ ______Savings 

0 - -e --

1 400 94 73 
2 739 233 147 
3 921 356 220 
4 1,049 523 294 
5 1,190 667 367 
6 1,4314 871 441 
7 1,682 1,O40 514 
8 1,870 1,264 588 
9 2,361 1,470 661 
10 2,571 1,724 734 
11 2,691 1,941 796 
12 2,812 2,202 857 

13 2,933 2,421 918 
14 3,053 2,681 979 
15 3,174 2,869 i,0O41 
16-30 3,174 2,869 1,041 

/j142 (cost savings/house) x No. of houses
 

,z'0.38 (cost savings/KWH) x Total KWH/yr. 

3/ Z 0.36 (cost savings/KWH) x Total KWH/yr.
 

PV of Cost Savings (15%) : 20,824
 

Total 'cit 
Toa 

m-­

567
 
1,119 
1,497 
1,866
 
2,224
 
2,746
 
3,236
 
3,722
 
4,492
 
5,029
 
5,428
 
5,871
 
6,272
 
6,713
 
7,08
 
7,08)
 



Table 5 
PROJYECTED BE~-!,'ANj COSTS,(iti ILOCOS NCI-E SUB-Kthousand JWLCT 

0 1 2 3 pesos)
4 5 6 7 aTotal 10 12 132- 3 4 3,86471c 14 15 16-30Sales revenue 6 097 37 97.097- 11,562Cost savings 540 1,102- 1,544 -1

D.estic --1 1--9 49 1 866 2.' 3,351 -2 67 2I0. IS 204536567 1 119 1497 1.866 224 ... 4,361 5.3752746 .'- - -;7 ?.0704,62 ,7
" i,49 1236 B,47, 3 9,384 4"Z 6 11,46-9Large Commercials -
q, i'2 ,9, 1,434 442 - -1.554 1 , 2 1 .5 

Irrigation 94 233 356 523 - .42- 5 6 11667 5;8.1
- 871 1,040 I ,64 671373 147 1,470 1,72" 7.084 7..og
220 294 367 ,941 2,202441 514 61 2,119,9 2,'21 2,681568 2,812 2,869 2,869651 , 3.305373 796 857 3,174 3,174Total-Costs 9Capital costs 
 12,109 22 8 3.673 2 -,12 1,860 2,60 781 2.40_ o
Current costs ,0 2 3 547' ,1,15_ 4,170 2 2
, 
1,96!.542 4 " 5 ­- 438 27 - -= .r~__h J8 , 2 .57 JI"--- 29Pow.er costs Power~~~~5f 48 079 5,2 731 6.14 , ,16 7,080
1,560 _ 
6 3I302 ,0 1969245 ,16 ,1- . 9 7 08 7 559 6..451241 483 60 " -9921t....J --

7 55 6 453 1,004 1.32j0 1,665 
34 ,36 .2 5,32,05 2,53? ,0 

1iL,106 1,108L523 59729 6-451 6 451Operating and 3,276 3,635 .1
 
- 4,004 4,39966 82 113 4,799 4,799
119 153
Maintenance 167 212 
 229 
 293
General and 131 240 

331 390 4-4 465
- 400 
306 477 4
Administrative 348 4C30 U 579 642Netenfits 821 897 
 959 1,001 1,06b
-12 109 -1 191 -1 452 260 1 458 1,108 1.175 1,175
1 178 1 927 
 2 539 
 3 967 3950 3 720 
 9 081 
 10 093 1I 112 12 
187 13 2.7.4.38
 

http:2.7.4.38


Table 6 
C(MPUTATION OF BENEF"'1 COST RATIO, ILOCOS NITZTE STIP.-P.OJECT 

Year Discount FactorBenefits Costs 15LDiscounted enefits Disco W'te- Coets 
0 - 12,109 1.0001 1,107 2,298 
 3-70
2 
 2,221 
 3,673 
 .756
3 
 3,041 2,781 .658
4 
 3,865 2,407 .572
5 
 4,719 
 3,541 
 .497
6 
 6,097 
 4,170 
 .432
7 
 7,537 
 4,998 
 .376
8 
 9,097 
 4,998 
 .326
9 
 11,562 
 7,612 
 .284
10 
 13,502 
 9,782 
 .247
11 
 14,812 
 5,71 .215
12 
 16,237 
 6,144 
 .187
13 
 17,741 
 6,629 
 .162
'4 
 19,267 
 7,080 
 .141
15 
 20,836 
 7,559
16-30 
 20,836 l/ 

.123
 
6,451 11 
 .719
30 10,788 2/ .015 

53,770 
 41,804
1/ Assumed at same level from 16th-30th year.
 

2/ Salvage value at 30th year.
 

Benefit - Cost Ratio (157 Discount Rate) a 1.29
 



Table 7 

C014PUTATION OF INTERNAL RATE OF RETURN, ILOCOS NCR(. SUB-PROJECT
 

Discount Factor
Year Discount Factor
Net Benefits 
 207 Present Value 
 217. Present Value
 

0 -12,109 1.000 
 1.000
1 -1,191 .833 

2 -1,452 .826
 

.694 
 .683
3 
 260 
 .579 
 .564
4 
 1,458 
 .482 
 .466
"5 
 1,178 
 .402 
 .386
6 
 1,927 
 .335 

7 2,539 .319
 

.279 
 .263
8 
 3,967 
 .232 
 .218
9 
 3,950 
 .194 
 .180
10 
 3,720 
 .162 
 .149
11 
 9,081 
 .134 
 .123
12 
 10,093 
 .112 
 .102
13 
 11,112 
 .093 
 .084
14 
 12,187 
 .078 
 .069
15 13,277 
 .065 
 .057
16-30 14,385 1/ .304 

30 
 10,788 2/ .004 

.257
 

.003
 

-472 
 -984
 

( 472 ) 
IRR - .2+ .01 (472+984) * 20.32% 

1/ Assumed at same level from l6th-3Oth year.
 

2/ Salvage value at 30th year.
 



U.S. AGENCY FOR INTERNATIONAL 
Manila, Philippines 

DEVELOPMENT 
ANNI,:X XV I 

Ramon Masssysay Center 
1660 Roxas Boulevard Telephone: 59-80.11 

CERTIFICATION PURSUANT TO SECTION 6 11(e)

OF THE FOREIGN ASSISTANCE ACT OF 1961, AS AMENDED
 

I, THOMAS C. NIBIDCK, the principal officer of the Agency

for International Development in the Philippines, having taken
 
into account, among other things, the maintenance and utiliza­
tion of projects in the Philippines previously financcd or
 
assisted by the United States, do hereby certify ths,, 
 in my
judgment, the Philippines has both the financial capability 
and the human resources capability to effectively miantain and 
utilize the proposed Rural Electrification Loan. 

This judgment is based upon the project analysis as detailed
 
in Philippines Rural Electrification-II Capital Assistance Loan
 
Paper and is subject to the conditions imposed therein.
 

a 

ThmsC. Niblock, iecA.
 
UID"/Ph i Ih.ppines 

MAY 9 1974 
Date
 



ANNEX XVII
Snggapan ng fangulo n Vilipinag 
(OFF=E OF THE PRDEDET OF THE PHILPDNM)
 

May 	9, 1974
 

Mr. 	 Thomas C. Niblock 
Director
 
United States Agency forIntwnational Developmen 
Ranon Majgaysay Canter 
Rm BoulevardManila 

Reference ismade to the National Electrification Program
which seeks to establish an additional ten to fifteen oooperatives
througut the c .nty 	 to 1976.duringthe period 1974 The cost
of these rua. electric coopeiatves is es.atp at f2. 0 
million ($38.2 million), of htich approxinately 43% (U10.50
million) will be peso costs and 57% ($22 million) will be foreign
exchange costs. 

The National Electrification Administration (NEA) wishes
 
to apply, through the National Econmic and Development Authority,
for a $20 million USAID Development loan to finance the above­
mentioned foreign exchange costs of this segment of the electri­
fication program. With USAD's approval, the proceeds of this
loan will be used primarily for the procuremnt of electrification
equipment and materials, from countries listed in AID Geographical
Area Code 941 as well as from the host country, the Philippines. 

For this application, NEA wishes to avail of the most 
favorable AID loan terms possible -40 years repayment with a 
grace period of 10 years and with Sntest rates of 2%during
the grce period and 3%during the remaining 30 years. 

Inconnection with this loan, we would like to make the 
fbloang assurances: 

1. 	 That GOP will provide the resources (both foreign

exchange and local currency) as may be required to

enable NEA to implement the electrification progrm
 
on a timely basis.
 

2. 	That GOP will absorb any " maintenance of foreign
exahange value "risks inbehalf of NEA and the
 
ruml electric cooperatives. 
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We are certain that you axe fully informed of the present 
status of and the rquirements for the implementation of the 
electrification progem. 

We therefore request your assistance in obtaining the loan 
mnntimied above. This loan is necessary for the full implementation
of our electrification program, and your assistance in this regard
wil be a vital factor. 

Very truly yours, 

By Authority of the President: 
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CHECKLIST OF STATUTORY CRITERIA
 

BASIC AUTHORITY
 

Z. FAA R Z03: 9 Z04L § Zos;"106; Z1o?. 18 Zoan being made 

a. This loan will contri­
bute to the factors that
aJ~lviate starvation, 
hunger," and malnutrition 
by providing electric power
to irrigation syste3 which 

a, fop 
opmcnt 

agriculture,uupti 
or nu trion; 

doe;- will enable the farmers toincrease crop production.
Also by providing electric 
power the project will 
encourage and directly con­
tribute to the development 
of cottage industry and 
therefore enhance the Co-op
members' capecity for self­
help. 

b. for population pZanning or heatth; Not Applicable (N.A.) 

0. for education, pubZic adminis­*ration or human resources development; N.A. 

d. to solve economic, and o ial N.A.development.problems in fi,.ids such as"tranoportation,power, industry, urbandevetopment, and export deveZopment;
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AID 1240-2 (5-741 

es in support of the general 
economy of the recipient 
country or for deveZopment 
programe conducted by private 
or international organiza­
tione. 

COUNTRY PERFORMANCE 

Progress Towards Country GoaZs 

2. FAA 82o (b) (N), (7)& (8); 208 

A. Describe extent 
country is: 

to whtoh A. 

(1) Making appropriate efforts 
to inoreae food production 
and improve mean a for food 
otorage and distribution. 

(1) Food production is top
priority of Marcos Admini­
stration with goal of 
achieving sel-suffciency
in rice Fwnd corn and 
accelerated .coduction oflivestock, poi,1try, fish., 
fruits and vegetables. 
Plans for expanded ware­
housing and distribution of 
the increased output of 
grains are being prepzed 
and carried out with help 
from IBD loan. 

(2) Creating a favorable oZi-. 
mate for foreign and domeatic 
prlvae ente2piriaa and 

inveatment. 
(2) See FAA 6 20(e)(I) below. 
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(3) Increasing the public's The four-year agriculture program is
 
role in the developmental increasing the productive capability
 
process. 	 of Philippine farmers. The Depart­

ment for Local Government and Cbm­
munity Development carries out pro­
grams at the barrio (village) level 

throughout the Philippines. A
 
Decemtralization Act providing more
 
autonomy to the Province was enacted 
in 1967. The Provincial Development
 
Assistance Program is operating in
 
seventeen provinces.
 

Additionally, in an attempt to re­
distribute income and raise the rural 
standard of living, the GOP has 
recently embarked upon an agrezsive
 
land refoia progrm, and is well under 
way rIth a country-iride rural 
electrification program. 

(4) 	 (a) Allocating available (a) More than 70 percent c'f the national 
budgetary resources to budget is allocated to socia!. and 
development, 	 economic development. One-fRurth of 

the 	budget goes to education, nearly
 
10 percent to agriculture and natural 
resources, and almost 20 percent to 
transportation and communications. 

(b) Diverting such resources (b) Less than 15 percent of the budget 
for unnecessary military goes for national defense. 
expenditure (See also Item No. 20)
 
and intervention in affairs of
 
other free and independent nations.)
 
(See also Item No. 11)
 

(5) 	 Making economic, social, and The GOP, ever since its establishment 
political reforms such as tax as an independent. nation in 1946, has
 
collection improvements and patterned its gove: rient after that of 
changes in land tenure arrange- the United States, adopting the sa:,!e 
ments, and making progress toward democratic principles and ztronly 
respect for the rule of law, freedom supporting a free and open society.

of expression and of the press, and On Sept. 22, ])72 Presideno Idrcos, 
recognizing the importance of citing a serious threat Lo their system

individual freedom, initiative, and from both the extreme left Pud right, 
private enterprise, invoked martial law and. ru.Ling Ly 

decree, ordered an .accclerated 
implementation of essential reforms 
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long needed to improve the efficiency

of the government, to reduce wide­
spread crime and corruption, to speed
development efforts aimed primarily
 
at 	improving the socll and economic
 
well-being of lower income groups. 
However, under Martial Law political
activity and freedom of the press has 
been curtailed. In this regard 
President Marco is inaugurating an

all-encompassing nationwide land 
reform program. Over the last five
 
years the GOP has increased revenues 
through improved administration and
 
new tax laws, the most recent being a

stabilization tax imposed on 
traditional high level exports
following the devaluation of the peso 
in 	1970.
 

(6) Willing to contribute funds (6) Approximately 45 percent of projectto 	the project or program. is 	 a local currency cost which has 
been pledged at the Presidential
 
level. 

(7) Otherwise responding to 	the (7) As a result of the disastrous summervital economic, political, and of 1972 floods, the Marcos Admini­social concerns of its people, stration has embarked aon large scaleand demonstrating a clear deter- reconstruction program with the helpmination to take effective self- of USAID. This program is directlyhelp measures. meeting thQ needs of the devastated
 
communities of 	Luzon. Included in the 
program are: 
a school reconstruction
 
and textbook program as well as on 
road building, irrigation and other
 
infrastructure programs. 

B. Are above factors takeL into account B. Yes.

in 	 the furnishing of the subject 
assistance? 

Treatment of U.S. Citizens and Firms 

3-	FAA 0 620(c). If assistance is to No.
 
government, is the government liable
 
as debtor or unconditional guarantor
 
on any debt to a U.S. citizen for goods
 
or services furmished or ordered where
 
(a) such citizen has exhausted avail­
able legal remedies and (b) debt is
 
not denied or contested by such
 
government? 
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4. FAA 6 20(e)(1). If assistance The Parity Amendment, an Ordinance 
is to a government, has it 
(including government agencies 
or subdivisions) taken any action 
which has the effect of 
nationalizing, expropriating, 
or otherwise seizing ownership 
or control of property of U.S. 
citizens or entities baneficially 
owned by them without taking steps 
to discharge its obligations toward 
such citizens or entities? 

appended to the Philippine 
Constitution on March 12, 1947, 
and effective by its terms until 
July 3, 1974, permitted U.S. 
citizens, as distinguizhed from 
other aliens, to acquire and hold 
"public agricultural land" and to 
operate public utilities with the 
same rights and privileges as 
citizens of the Philippines. The 
Supreme Court of the Philippines, 
in a decision now Leing appealed, 
has held that the rigjt of U.S. 
citizens to acquire and hold such 
property and to operate utilities 
will expire on July 3, 1974. The 
GOP and U.S. Embassy are currently 
negotiating on this point. At 
present there is no indication 
that the GOP contemplates any 
act contravening FAA , 6 20(e)(1). 
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6. 	 FAA 0 620(o); Fishermen's 5. N.A. 
Protective Act. 9 5. If country

has 	elzed, or i;Wmpoued any penalty 
or sanction against, any U.S.

fishing vessel on account of its
 
fishing activities in internationaZ
 
waters, 

a. has any deduction required by

Fishermen's Protective Act been
 
made? 

b. has complete denial of
 
aessitance been considered by
 
A.I.D. Administrator?
 

Relations with U.S. Government and
 
Other nations
 

6. 	 FAA § 620(a). Does recipient 6. No. 
country furnish assintance to 
Cuba or fail to take appro­
priate steps to prevent ships 
or aircraft under its flag
from carrying cargoes to 
or
 
from Cuba?
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AID 	 1240.-.2 (5.74) 
7. Yes 

7. 	 I-AA F 6PC1.), If assistance
 
is to a governn..'nt, has the
 
Sccrctary of State determined
 
that it is not controlled by
 
the international Communist
 
movement?
 

8. N.A. 
8. 	 FAA 9 620(d). If assistance is 

for 	eny prnuctive enterprise
 
which will compete in the United 
States with United States enter­
prise, is there an agreement by
 
the recipient country to prevent
 
export to the United States of
 
more than 20% of the enterprise's
 
annual production during the life
 
of the loan?
 

. No.
 
g. 	FAA 0 620(f). Is recipient country 


a Communist country?
 

10. 	 No. 
FAA 	 I 6:?0Oi). Is recipient country10. 

in any ,i invoZvcd in (a) subver­
sion of, or military aggreasion
 
against, the United States or any
 
country receiving U.S. assistance,
 
or (b) the planning of such sub­
version or aggression?
 

tt. 	 FAA 9 620(,j). Has the country 11. The GOP has taken P11 
permitted, or failed to take reasonable mc.;.sres to 
adequate measures to prevent, 	 protect U.S. property. 
the damage or destruction, by On .ifrequent occasion 
ob action, of U.S. property? when damage has occurred, 

proper compensati:,n has 
been 	made Vithout del y. 
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. v.aiL§ 620(Z). If tho country 12. N.A. 
hau"-'fTl7' to institute the
invesotmenj :,waranty program 
for the 8peci.Z: riosk of

exp2opriation, in convert­
ibitity or confiscation, has
 
the A.I.D, administration within

the past year considered'denying
 
assistance to such government
 
for this reason?
 

4. FAA 9 620(n). Does recipient 
 13. No. 
country furnish goods 
to North
 
VHet-Nam or permit ships or
 
aircraft under ito fZag to
 
carry cargoes to 
or from North
 
Vie t.Nam?
 

Z14. 	 FAA 9 6 20 (q). r8 the government 14. No.
 
of the recipient country in
 
defauZt on interest or principaZ

of any A.I.D. Loan to the 
country?
 

X5. 	 FAA5 
60(t). Has the country 15. NO.

savered dirpZomatic reZation.
 
with 	the United States? If so, 
have they been resumed and
 
have new biLateral assistance
 
agreements been negotiated and
 
entered into since such resumption?
 

.6,. 	 FAA §620(u). What is the pay-	 16. 
The Philippines is not inment 	statuo of the country's U.N. default with respectobtigatione? 	 toIf the country is its dues, assessments or
in arrcarei 
were 	such arrearagea 
 other 	obligations to the
taken into account by the A.I.D. U.S.
Administrator in detc2mining the 
The Loan Agreement
 

current A.I.D. 	 and disbursement pro-OperationaZ Year cedures wili ensure thatBudget? 
loan funds are not used 
for payment of U.N.
 
obligations.
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j?. 	 FAA 9 48t. Has the government of 17. No.
 

Tcci-.'.cn country failed to take
 
adequate atupo to prevent narcotic
 
drugs and other on.trolled sub­
stances (as defined by the Compre­
hensive Drug Abuce Prevention and
 
Control Act of 1970) produced or
 

processed, in whole or in part, in
 

such country, or transported
 
through such country, from being
 
sold illegally within the jurs­
dict;ion of ouch oountry- to U.S.
 
Government personnel or their
 
dependento, or from entering the
 
U.S. 	unlawfully?
 

18. 
FAA, 	Z973 29. If (a) military Yes. (Presidential Determind­
base 	is locatd n recipienttion No. 74-14 dated 1/20/74). 

co. ntry, and was constructed or
 
is being maintained or operated
 
with funda furnished by U.S., and
 
(b) U.S. personnel carry out
 
military operations from such
 
base, has the President deter­
mined that the government of
 
recipient country has authorized
 
regular access to U.S. corres­
pondents to such base?
 

Mi litary Exenditures 

,49. 	FAA 9 620(s). what percentage of Annual'defehse budgets average 
country •budget is for military less than 15%. of .he national 
expenditures? How much of foreign budget. Approximately one­
exohanqo renources spent on mili- third of this emourt is for 
tary equipment? How much spent for maintenance of peace and order. 
the purchase of nophiticated Philippine foreig-n exchange 
weapono syntem,? (Consideration resources used to acquire 

of theae points in to be coor- inilitary equipment ire r,gli­
dinated with the Bureau for gible. We knov :of no diversion 
Program mnd Policy Coordination, of-either de,.elopment as:sis-
Regional Coordinators and Mlilitary tance or of PL'480 safes to 
Assistance Staff (PPC/RC).) 	 military expeoditstres. -Vc tre 

not avare of any diversion,.of 
Philippine rezourcen for unne­

.cessary militery ependitiire-:. 

http:diversion,.of
http:Tcci-.'.cn
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CONDITIOr.5 OF THE LOAY 

General Soundness 20. The rate of interest is con­
sidered reasonable and repayment
20. FAA , 201 (d). Information and

onJlus on 
of the loan with interest ision reasonablenss within the financial capability
and legality (under laws of of the borrower. Interest throug
country and the United States) 
 the grace period will be at the
of lending and reZending terms rate of 2% per annum, and 3%
of the loan. 
 thereafter. This rate is not 
higher than the applicable legal

rate of interest in the
 
Philippines.
 

FAA g 201(b)(2); ~201(e) 21. All project development is
 

Information and conclusion on covered by feasibility

studies assuring viability.


activity's economic and
 
technical soundneee. 
 If loan
 
is not made pursuant to a

muZtiZateral plan, and the
 
amount of the 
loan exceeds
 
$ZO0,O00, 
has country submitted
 
to A.I.D. an application for
 
such funds together with
 
assurances 
to indicate that
 
funds will be 
used in an econom­
ioaZly and technically sound
 
manner?
 

22. FAA § 
201 (b)(2) Information and 
 22. Chapter V of the CAP indicates
on' usTion on capacity of the 
 a satisfactory future capacity
country to repay the 
loan, 
 on the part of the Philippines to
inoludinq reasonableness of 
 repay this loan. The GOP is the
repayment prospecta. borrower and the prospects for
 
loan repayment are good.
 

8. FAA q2Pn0.(b)(1) Information and 23. Financing is not considered
concZuaion on availability of 
 to be available from other
finaning 
from other free-world 
 sources on terms comparable
sources, includinq private to this proposed loan.
 sourcope 
 within the United 60tates.
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2h4 . Yes. 
84. 	 FAA . 611(a)(?;. Prior to 

Signing of loan ?VL.- there be 
(a) engineering, finaioiat,. 
and other plans necessary to
 

carry out the assistance and
 

(b) a reasonably firm estimate
 

of the coat to the United States
 

of the aseiatance?
 

25. All legislative authorities 
25. 	 FAA R 6Zl(a)( 2 ). If further 

exist.
action is requiredTehgzisative 
within recipient country, what
 

is baois for reaconable expec­
such action will be
tation that 


completed in time to permit
 

orderly accomplishment of
 

purpose of loan?
 

26. Yes.
28. 	 FAA 9 6L1s). If loan is for 


Capitat Assistance, and all
 

U.S. asssltance to project now
 

exceeds $Z million, has Mission
 

Director certified the country'e
 

capability effectively to
 
the project?maintain and utilize 

i7. (a)The cooperatives to be formed 
Loan's Reationship to Achievement 

under 	the project are non-
Of Countr, and Recioncz Goals 

political organizations directed
 

by interested citizens in the
 
27. 	 FAA 9 207: § 113 community.
Extet'to -wh.ich' a'uzs tahoe 	 (b) The project will permit and rof~eote appropriate emphasis 

encourage irrigation projects,
oie: 	 (a) enouragang develop-

thereby helping the Philippines 
men. 	 of democratic, economic, 

increase their food production.
political, and social institutions; 
(b) self-help in meeting the 

(c) N.A.oountry 'o food needs; (o) im-


proving availability of trained (d) N.A.
 

manpower in the covntry;
 
(d) programs. desig7ned to. moet
 
the country's hca'th needs;
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(e) other impo;rtant areas of (e) Reliable electricity at reason­economic,. politicoo.. .end social able israte essential to mostdcvclopment, including industry; 
 development activities.free labor unions, cooperatives, project will have'a 
This 

beneficial
and Voluntary Agencies; trans- effect on most of the areas ofportation and communication; development mentioned.
planning and public administration;

urban development, and moderni- (f) N. A. 
Bation of existing laws; or.
 
(f) integrating women into the
 
recipient country's national
 
economy.
 

28. FAA § 209. Is project susceptible 28. N.A. 
of execution as part of regional

project? If so why is project not
 
so executed?
 

29. FAA § 201(b)(h) Information and 29. This project is consistentconclusion on activitp's relation- with the GOP societynewship to, and consistency with, policy of assisting the
other development activities, and common man.its contribution to realixabZe
 
long-range objectives.
 

3a. FAA 0 201(b)(9) Information and Improved electric power systems30. 
Conlclusion on whether or not the will contribute to overallactivity to be financed wiZZ standard of living, increasecontribute to the achievement of individual productivity andseZf-sustaining growth, encourage industrial growth. 

St. FAA 209;
nfrmation and ioncusion' 3. N.A. 

whether assistance will
 
encourage regional development
 
programs.
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FAA !,Section 111. 
 Discuss the

1 32. 	This project is specificallyeA,.,L Lu L1,0 loan will strengthen designed to assist in thethe participatz,. 
. Lnp lirban and rural development of cooperatives.
poor in their country's development, and Each cooperatiVe will bewill assist in the development of 
 governed by its members which
coop'r:itives, which will enable and average 10,000 per cooper­encour:ge greater nvibers of poor people ative.
 to help themselves toward a better life.
 

3. 
IFAA 201(f). If this is a project loan,describe how such project will promote 
33. 	This project is directed at

long-range extension of rural
the country's economic development electrification to help ac­taking into account the country's human 
 celerate economical social
and material resource requirements and 
 development.

the relationship between ultimate ob­
jectives of the project and overall
 
economic development.
 

84. FAA 0 28Z(a). Desoribe extent to 34. The cooperatives to be formedZh the-loan will contribute to 
 under the project are non­the objective of oesuring maximum

participation in the task of eoono-	

political organizations

directed by interested citizens
mic development on the part of the 
 in the communities served.
people of the country, through the
 

enovuragement of demooratic, 
private, and local governmentaZ
 
institutione.
 

3S. FAA § 28(b). Describe extent to 
 35. The program is directed at the
Mch program recognize the rural population, which com­particular needs, desires, and 
 prises the majority of the
oapaoities of the people of the oountry: utitinee 	 country's total population but
the oountry's 
 has the lowest income levels.
intelloctual r nources to 	 It will provide an opportunityencouragc inotitutional devea-
 through membership in cooper­opment; and supports civio
education and tr'aining in 	

atives for direct participationskitt. in institutional development andrequired for effective partii-
 democratic political processes.
pation in gov rnmental and
political procenes easential to
elf-government. 36. The program will bring economic 

power to currently unelectrified 
...... .. "......................36. FAA §201(b)(3). In what ways does the 	

. areas. This will promobe in­creased agricultural productivity
activity give remaonable proiLnise
contributing hl.? 

of 	 and expansion of agriculturalto docvelopmenit of business as welleconomic resourev.c, o" to the increase of 	
as small in,]un­

trial production potential in
product.!ve capae.LitUie? the rural areas.
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AID 124o-2 (6-74) 
37. FAA 9 60Z(a). Information and 
 37. (a) Only indirectly through promo­conoluoaions 
 lojcT',r
i-san wilZ tion of self-sustaining economic
encourage efforts of the country

-to: growth; (b) the availability of low(a) increase 
the flow of
international trade; 

cost power will create more oppor­(b) footer 
 tunity for private initiative, see
private initiative and competition; 
Section II; (c) the loan is designed
(c) encourage development and use
of cooperatives, credit unions, 
to assist in the establishment of

rural electric ooperatives through­and savings and loan associations; out the Philippines; (d)not appli­(d) discourage monopoZistio

practiocs; (e) improve 
cable; (e) providing electrical
technical 
 power where none now exists will
efficiency of industry, agriculture, improve the technical efficiencyand commerce; and (f) strengthen of rural industry and agriculture.
free labor unions. 

38. FAA §6Z9. If assistance is for 
 38. N.A.
newly independent country; is 
it
 
furnished through multilateral
 
organizations or plans 
to the
 
maximum extent appropriate?
 

oan's Effec oil
t U.S. and A.I.D. 
 39. The project's output of electririty
 

pwill 

not compete with or adversely


39. EA 20 on 
baffect the U.S. economy in an7nformation respect; the services procurrd
ndooncluaton on peoihZe effectsof loan oil U.S. economy, 
will be of U.S. source and '.riginiWith speoiaZ Commodity procurementreferenc will be fromto arean of oubstantial 
 Code 9h1 countries with
labor surplus, and extent to whioh large
percentage expected to be 

' 

of U.S.U.S. commodities and assistance are source and origin.
furnished in a manner oonsistent
 
with improving the U.S. balance of
 
payments position.
 

S10. FAA 5 20; (tt) Total amount of money 
40. The loan will be channeled
,p oroaTi h in going directly through an intermediate credit
to private enterprino, is going to 
 institution for use by new.y
intormedicte oradit in titutions orothor borrowers for une 
cr'eated private elet:tric ,'ooprative.by priVatO Commoditieopetorprino, is bvi, ; to 

and iervicvs wi-ll helio d finance rr,,, v'I,, :i'n,,r.' .vl.
importll from, pr?:V. u, ou,,o,, 
or in
otherwin7 beingl ull'.l to fin4*api'v 
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AID 


41. 


42. 


43. 

44. 

45. 

J"i40-2 ( 5-74) 

FAA I 60l ?.. Information and 41. Private enterprise is being
 
conclusionon :- the' loan hitz utilized to the maximum extent
 
encourage U.S. przvat2 trade and practicable under this loan.
 
investment abroad and how it will
 
encourage private U.S. participation
 
in foreign assistance programs
 
(including use of private trade
 
channels and the services of U.S.
 
private enterprise).
 

42. Engineering and other professional 
FAA § 6OZ(d). If a capital services will be procured in accord­
project, are engineering and ance with the Capital Projects
professional services of U.S. Guidelines from either U.S. Cirms 
firms and their affiliates ucud or their affiliates. The loan will 
to the maximum extent consiste,t not be used to finance th direct 
with the national interest? costs of construction.
 

FAA g 602. Information and 43. Small Business Notification
 
conclusion whether U.'. small 
 procedures will be utilized.
 
business will partio".pate
 
equitably in the fu'.nishing of
 
goods and services financed by

the loan,
 

FAA § 620(h). Will the loan 44. No. The loan agreement will con­
promote or assist the foreign tain implementation control

aid projects or activities of prohibiting such use.
 
the Communist-BZoo countries?
 

FAA 0 62Z. If Technical 45. Services financed under the loan
 
Aeiistanie is financed by the 
 will be from private US engineer­
loan, information and conclusion 
 ing firms and other non-governmental

O'thcr ouch anniotancc will be sources. 

funialhd to thr fulleai: extent 
practicahle an goods and profes­
siona, and other, seruices from 
private enterprioc on a contract 
asic. If the facilitiee of other 

Federat agencies will be utilZized, 
information and concluoion on 
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( -74)lc0O-2AID 

whether *hey are particularly 
suitable, not competitive with
 
private enterp"i.',e, and can be
 
made available wi:h1 o',t undue
 
interference with donentic programs.
 

Loan's Compliance with Specific Requirements 

46. 	 FAA 0 Z1O(a); P 2 08(e). In what manner has or will the 
recipient country provide 46. The loan agreement will so 
assurances tha1 it will provide 46.vThe.lan ae et wis 
at leaet 26% of the costs of provide andthe planned admin­
the program, project, or acti- istrativearrangements will 
v-'ty with respect to which the assure it.
 
Loan is to be made?
 

Jiy. 	 FAA 12. Will loan be ueed 47. No. 
to finance police training or 
related program in recipient 
country?
 

48. 	 FAA 0 Z14. Will loan be used to 48. No. 
pay for performance of abortions
 
or to motivate or coerce persons
 
to practice abortions?
 

f, 

h11. I'MAA ';OL(j. Is th,. country among 49. Yes. 
K)Fhet'ou i il which developt lent 

Joa Ilii,;; may b 1J:i.(I to inake loans 
In, t hi: f cal year'? 

5o. 	 FAA . 201 ,jj: Is interest rate of loan 50. Yes. 
at L.( per asiiu during grace period 
and at least 3% per anrnum thereafter? 

51. 	 FAA P201(f). If this is a project loan, 51. The Philippine private sector 
what provisions have been made for appropri- will supply commodity and con­
ate prrticipation by the recipient country's struction services for the projects. 
privtt(.enterprise? The end recipients of the proposed

FAA §Will all commodity ai4 are in themselves private enter­
2. 	 A(O(a). Wil lprise. 

procurcment financed under the 52. Commodity procurement will be 
loan be from the United States liited to AID Geographic Code 
except as otherwise determined 941, plus the Philippines. 
by the I'rcsident? 

AA 	 ( ) L;J What provision 5. 

made t.( prevent f1irtn'ing
 
Olnllod i ty pr'o llr'eil(il. ill bL1k
 

at pr.e:n hilgher thi:u, tljusted
 
U.S. 	 ,it l pricey 
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AID 	 124,' 2 ( 74) 

51- . 	 FAA R 6046i), If the coop­
erCtlt,,g coun.. discriminates 54. Yes. 

against U.S. mari!;. 4nouranoe 
companies, will loan agreement
 
rcquire that marine innuranoe
 
be placed in the United States
 
on commoditieo financed by the 
loan?
 

5). 	FAA l 604(c). If offohore procure- 55. N.A.
 
ment of agricultural commodity or
 
product is to be financed, is there
 
provision against ouch procurement
 
when the domestic price of such
 
commodity is less than parity?
 

56. 	 FAA 9 604(4). If loan finances a 56. N.A. 
co;nw~ty mport program, m.ilZ 

arrangements be made for supplier
 
certification to A.I.D. and A.I.D.
 
approval of commodity as eligible
 
and suitable?
 

57. 	 FAA 0 608(a). Informat;ion on 57. U.S. Government excess
 
measures to be taken to utilize property is being
 
U.S. GoVernment excess personal utilized where practicable in lieu of 
property in lieu of the procurement new items. A separate procurement 
of new items. fund for excess acquisition will be 

established under the loan. 

58. 	 FAA 9 6lZ(b)1 App. 9 101. If 58. N.A.
 

loan finances water or water­
related land roource construction
 
project or program, iv there a
 
ben.fit-coat computation made,
 
insoJar an prncicabtc. in
 
ac0il( t'c ta 'or"i ' ;I the 1,?,o
rtt1dureo
 
ter" f 'th h Imorandum of
h,, th'., 
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ATP 	7240-2 (6-?4) 

59. 	 FAA F 6i2(;, If contracts for 
construction ",. to be financed, 
what provision will be made that 

they be let on a competitive basis 

to maximum extent practicable?
 

60. 	 FAA 9 612(b): A 636(h). Describe 
steps taken to assure that, to the 
maximum extcnt possible, the country 
is contributing local currencies to 
meet the cost of contractual and
 

ANNEX XVIII
 

59. N.A.
 

60. The GOP will provide all 
local currency required for com­
pletion of the project. .Country
 
owned PL 480 generations will
 
be utilized to the maximum ex­

other gerviceo, and foreign currencies tent practicable, however the 

United States are utilized Philippines is not an excess 
owned by the 

to meet the cost of contractual and 


other services. 


I 13. WilZ any of Zoan funds be61. 	 AWpp. 

acquire currency of recipient country 

from non-U.S. Treasury sources when exo 


on
ceso currency of that country is 

deposit in U.S. Treasury? 

62. 	Section 30 and 31 of PL 9.3-189 

Will 	any part of the loan be used to
 
finance directly or indirectly military
 

or paramilitary operations oy the U.S.
 

or by foreign forces in or over Laos,
 
Cambodia, North Vietnam, South Vietnam,
 
or Thailand?
 

63. 	 Sect o 37 of PL 13 - 180(FA of Q73); 


App IJ.I.. WiLL any pi. of this loan
 
be un] to aid or asnsist ger ally or in 
the r,:ct-wmStrucloii (,)I' Nurtli Vietnam? 

64. 	 F1AA (D) :t the lzi.L.-d States own 
CxCP':; 	 I'orc(Wi" currvIcy a1,,d, if'so, what. 

f*or its relesr,?arriinf,,inents haw been nmadh 

65. 	FAA § 620(g). What provision is there aiainst 

use of subject tussistance to compent:,a.o owners 

for expropriated or nationalized property. 

currency country and foreign 
currency is not available to be 
utilized in lieu of dollars. 

used 	to
 

61. 	 The Philippines is not an 
excess currency country.
 

62. No.
 

63. No.
 

64. The Philippines is not an 
excess currency country. 

65. The loan agreement will
 
so provide.
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4TD 1240-2 (6-74) 

66. PA A PO (k). If construction 66. N.A. 
of proaJ7Tv,, enterprise, wilz 
aggregate va~uo of assistance 
to be furnished ob i.,o United 
States exceed $ZOO million? 

67. FAA § 636(i). Wilt any loan funds 67. No. 
be used to finance purchase, long­
term lease, or exchange of motor 
vehicle manufactured outside the 
United States, or any guaranty of 
such a transaction? 

68. Ap. 103. Will any loan funds be 68. No. 
used to pay pensione, etc., for 
military personnel? 

69. App. 8 105. If loan is for capital 69. Yes. 
project, is there provision for 
A.X.D. approval of all contractors 
and contract terms? 

70. App.i0?. Will any loan funds 70. No. 
be used'"to pay UN assessments? 

71.. App. § ZO9 Compliance with 
regulations on employment of U.S. 
and local personnel. (A.I.D. 

71. The loan agreement 
so provide. 

will 

Regulation 7). 
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72. App.,11 ZZO. Will any of loan 
 72. No.fYunid be used to carry out pro­
viotons of FAA t9 209(d)? 

73. App. _i 112. Will any of the funds 73. No.L'propriated ur .ocal curre.'j es generatedas 
a result of AID assistance be used for
support of police or prison construction
 
and administration in South Vietnam or for
support of police training of South Vietnamese?
 

74. AP.§ i. Desc ,'ibe how the Committee onAppropribLions 74. Special notification isof' the Senate and House have being made.been or will be notified concerning
activi.1ty, program, project, country, 

the 
orother operation to be financed by the Loan. 

75. App. 601. Will any loan funds be i -ed for 
 75. No.publicity or propaganda purposes witfLfn theUnited Slates not authorized by Congress? 

76. App. § 6o@. Will any of the funds appropriated 76 . No.for" thf project be used to furnish petroleum
fuels produced in the continental United Statesto Southeast Asia for use by non-U.S. nationals?
 

77. MM, § 90Z.b- FAA 9 640C.
 

(a) Complianoc with requirement
that ut (a) The loan agreement willZoant 60 par canturn of so provide.tho grfoo tonnage of commoditiea
(computed oeparatuly for dry bulkaarrarB, dry cargo liners, andtankers) financed with funds made
available under this loan 9halZ betransportedon privately owned U.S.­flag commercial vessels to theextent that ouch veeaete are


available at fair and reasonable 
.rates.
 

(b) Will grant be made to loan (b) It isrecipient not our presentto pay all or any portion intention to doof aueh differential so. 
av may existbetwoen U.S. and foreiqn-flag vessel
 

rates?
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DEPARTMENT OF STATE lu i11f 

AGENCY FOR INTERNATIONAL DEVELOPMENT 
WASHINGTON. D. C. 20523 

OFFICE OF 
THE ADMINISTRATOR 

Loan No. 492- -

DRAFT
 
LOAN AUTHORIZATION 

Provided from: Food and Nutrition
 
(Philippines: Rural Electrification Loan)
 

Pursuant to thc authority vested in me as Administrator, Agency for
 
International Development (A.1.D.), by the Foreign Assistance Act of 
1961, as amenaed, (the "M.") and the Delegations of Authority issue%,, 
t.herceunder, T bereby auth.-rize .he establishment of a loan pursuant 
tc Part I, Chapter 1, Section 103 and Chapter 2, Title !, the Develop­
ment Loan Fxnd, to the Government of the Republic of the Philippines 
through the National Economic Development Authority (Borrower) f c- the 
National Electrificatlon Adn;in.;ration (BeneficiayW) of not to exceed 
Iwenty Million Dollars ('T0,00,o00). The proceeds of this loan will 
be used (a) to permit the Beneficiary to finance the foreign exchange
 
costs of certain engineering and other professional services required 
to cont.tnue development of its institutional and managerial capabili­
ties an (0) to permit the Eeneficiary to relend the remainder of said 
proceeds to a ntunber of newly established rural alectric cooperatives 
to finance bhe -foreignexchange costs of certain goods and services 
required by said cooperatives for the development of their distribution 
systems. 

I.Interest Rate and Tcrms of Repayment
 

The loan shall be repaid by the Borrower within forty (40) years
 
after the date of the first disbursement ,.der the loan, including a 
grace period not to exceed ten (10) years. The interest on the
 
unrepaid principal balance of the loan shall be from the date of first
 
disbursement at the rate of two percent (2%) per annum during the 
grace period and at the rate of three percent (3%) thereafter. 

2. Currency of Repayment 

Provision shall be made for repayment of the loan and payment of 
interest in United States dollars. 
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3. Other Terms and Conditions 

Unless A.I.D. agrees in writing,
 

(a) Goods and services financed under the loan shall have their
 
source and origin in countries under A.I.D. Geographic Code 941
 
(Selected Free World).
 

(b) No A.I.D.-financed commodities will be provided to cooperatives

prior to a certification by the Beneficiary and its U.S. consultant as
 
to the technical, economic and financial soundness of each proposed
 
cooperative.
 

(c) Borrower shall reloan the proceeds of the loan to Beneficiary 
on terms and conditions satisfactory to AID. 

(d) 
This loan shall be subject to such other terms and conditions
 
as A.I.D. may deem advisable.
 

Daniel Parker 

Date
 




