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authocrization of a 1oan to the Government of the Republic of
the Philippires in an amount not to exceed Twenty Million Dollars
(420,000,000): to permit the Bereficiary to finance the foreign
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capabilities ana to permit the Beneficiary to relend the remainder of
said proceeds to a number of newly established rurail electi'ic coopera-
tives ito 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.

Develcpment Loan Committee
Office of Development
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Philippines = Rural Electrification II

Summary and Recommendations

1. Borrower/Beneficiary - The Government of the Republic of the Philippines
(GOP) will ve the Borrcwer. The Executing Agencies will be (a) the
National Electrification Admianistration (NEA), an autonomous public cor-
poration created for the purpose of developing and implementing a2 national
plan to bring electric service to all segments of rural Philippines, and
(b) up tc 15_rural electric ccoperatives which will be the ultimate
beneficiuvries. The exact number of cooperatives will depend on the size

of their core systems and the related foreign exchange costs.

2. fmpount of Lean: $20.0 million

3. Terms: Kepayment wilhin 40 years, including a ten year grace period;
interest av &% annually during che grace period, and 3% thereafter.

L, Puepoge: 1o assist the GO0P in its efforts to iuprove “he economic and
soc1¢l condluluns of csural arees by providing continous, dependahle and
economical eleekric servvice on a self-supporting basis.

2. I'roject Description: The project consisis of the construction of
additionel yower distribution facilitiec within the fremework of the GCP
programn [or rursl electrification. It is an*icipated that up to 15 new
200ps syetems will he developed wus a result oT this loan.

. Froject Costs snd Financing Arrangements: The $20.0 million AID loan

is b;ln made available as a line of credit to NEA for the foreign exchange
cests of u=zesssary commodities and services to develop the coops. The

GOP will finance all of the local curren:y requirements. This contribution
is currently estimated to be $16.2 million equivalent.

7. Other Sources of Financing: This loan it in response to the U.S.
Government ‘e pledge, first madse on the occesion of the Jonsultative Group
meeting in Parie in April, 1971 io participate in the GOP affort to

develop its power sector. The IBRD and ADB cre committed to assist with
"other aspects of the total power program. {i.e., generation and t*unbmlsflon),
and are presently negotiating with NPC for additional loan' to surport,

this sector.

The Export-Iimport Bank has edvised A.I.D. that it is not interestad
in financing this 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 efforts to develop the rural/agricultural sector, and accordingly
recommends early authorization of the proposed loan.

9. 1Issues: None

10, sStatutory Criteria: All statutory criteria have been satisfied
(see AnnexXVIII). . :

11, Recommendations: Authorization of a loan to the Republic of the
Philippines to finance the foreign exchange costs of goods and services
for the project as set forth in the draft loan authorization attached as
Annex XIX .
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I. Backgroun@

A. General

Today, approximately 11 million people or 25% 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 U
million are located in other urban areas. It is in the barrios and rural
countryside, where T5% of the population lives, that the benefits of
reliable electric service have been almost totally lacking.

Prior {o 1966, rural electrification in the Philippines con-
sisted prlncipulxy of short-line extensions into the countryside from a
small number of municipal and private franchise electric utility com-
panies operating in the larger towns. There were a few small cooperative
systems in operation, such as the predecessor of VRESCO in Negros
Occidenteal, but they served oriy a negligible percentage of rural hcmes
and businesses.

An AID-financed "National Electric Power Industry Survey" in
1965 recommerded the initiation of a program tc determine if the intro-
duction of electricity 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 (NRECA) to
develop feasibility studies for two pilot rural electric cooperatives.
NRECA was chasen for this effort because of 1lts extensive background of
electric cooperative experience in the United States.

The NRECA/AID Team surveyed 20 possible sites and finally
selected for the twq pilot project areas, Vicicrias-Manapla-Cadiz, in
Negros Occildental (VRESCO) and Misemis Oriental, on Mindanao Island
(MORESCO), for preparation of full feasibility studles. Upon acceptance
of the feasibility studies in June 1968, the Guvermment of the Philippines
acting througn the Electrification Administration made loans totaling
¥ 6.6 million for construction of MORESCO and VEZSCO. Two sinmultaneous
AID developmen® loans totaling $3.4 million were provided to finance the
foreipgn exchange costs of engineering services. design and conctruction
of the two prototype rural electric cooperatives. AL the same time AID
provided an additional $350,000 in Feasibility Study loan funds for a
team of NRECA consultants to generate feasibility studies as the basis
for a follow~-on national program of rursal electrification through
cooperatilves.

The two prototype cooperatives were completed in 1972 cnd ar=
totally energized. Combined they serve 15 towns and approximately
17,000 consumers. As an outgrowth of the” avallability of power, buth
cooperatives are in the process of promoting power use projects in irri-
gation, garment manufacturing, cold storage and 1cp plants, and eottarn:
industries. :

e
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In Fiscal Year 1972, A.I.D. authorized two loans and a grant to
assist the Philippines program for rural electrification. Loan 492-H-027,
dated November 15, 1971, authorized $600,000 to provide consulting
engineering services to assist NkA in developing its in-house capabilities
for reviewing th: work of architectural and engincering (A&E) firms,
construction work, feasibility studies and the preparation of procure-
ment bid packages. The services of the U.S. A&E were also to be made
available tc the local A&E firms and to the cooperative as required.

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

PROP No. 492-11-220-248, dated April 14, 1972, programmed $2.3
million to continue the institutional development assistance of NRECA
through Fiscal Year 1976. This-grant assistance is being provided to NEA 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
provinces. The planning concept called for each of the projected systems
to bring adequate, reliable twenty-four hour service within reach of the
population of five to ten municipalities (edministrative districts) per
system over a four year period.

Under trying circumstances of escalating costs and a shortage of
materials, the Nationel Electrification Administration has made an impres-
sive beginning in its nationwide rural electrification with the assistance
of loans 492-H-027 and 492-H-028 and the grant technical assistance.

By Macen 31, 197k, 51 cooperatives had been registered and loan
agreements had been concluded for 46 systems. The loan terms are 3 per
cent interest, 5 yecars grace period on interest and capital and 25 years
to repay for ccoperatives supplied from the lower cost NPC grids. Self-
generating ccoperatives' loan terms are 27 interest, 5 year grace period
on interest ani capital and 30 years for repayment. Seventeen cocperatives
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 492-H-028

The original rural electrification project funding plan called
for the construction of up %o 36 rural electric cooperative systems ot
locations throughout the Fhilippines. A.I.D. allocated a total of $20
million in loan funds for goods and services plus $5 million in the form
of technical assistance and excess property. The Philippine Government
was to contribute the balance of the $92 million program in the form of
ggpanege Reparaticns ($30 M), PL 480 funds (3520 M) and local currency

17 M).
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The U.S._ loan funds-werc.set up in two parts: $600,000 for
engincering services and the balance ($19.4 M) for commodities and an
nxtensIon of the enginecering services if reguired. The development
schitule darszussed At Che Time the $19.% million loan was authorized
listed 30 1llustrative, specific cooperatives whose sites had been
selected. '

be used for commodities has been assigned to procurement of line material
and related gg@modlt%gg_gggggdmiggwﬁbg_ulrﬁtMQQHQQQDﬁIﬁﬁLYES Several
additionel cooperatives are being formed by interconnecting seweral

small franchised operations into a single system using locally procured
materiels, bringing to(@é;ihe number of electric cooperatives now con-
sidered to be fully funded. ~'Sée Annex IX for a listing of the $wo groups
(B and D) makirg up the initial 36 electric cooperatives.

As of June 1, 1974, all of the $19.4 million in loan funds to |

¢. Relationship to Philippine and A.I.D, Programs

1. Power Sector Development

Historically the responsibility for supplying electric service
in the Phillppines has been divided among private, Municipal and
Government entities. The National Power Corporation (NPC), a Govern-
.nent corporation, has been functloning sinc¢ before World War IT and
today has an extensive generation and transmission system on the islands
of ILuzon and Mindanao. It also operates a few small isolated diesel
and hydro-eclectric systems at several places throughout the islands.

NPC sells power at wholesale to franchise holders and to a few large
industrial lcads.

Manila Electric Company (MERAICO) is the most significant
electric utility effort in the Philippines. This privately-financed \
company operates large generation and distribution facilities in the
Greater Manila area, and accounts for about two-thirds of the Phll‘pbinb\
retail sales. Over 500 small munic1pal and private franchise holders
are operating in the Philippines, but most of these are supplying lesg
than 2h hour service. Electric cooperatives, which are Just coming into \
thc\gpwe;_scen* make up about 5% of the clectric utility business \
i
4

Levelopnent of the Power Sector prior to 1970 was on a piecemeal
basis and poorly coordinated. In 1970 and 1971 a consultative group
headed by the World Bank reached agreement, with the hilippine dovermnent
concerning power soctor uupport The IBRD agr:ed to fund an orderly
program of generation and transmission facilities flor NPC in Luzon while
the Asian Develorment Bank agreed to support similar facilities in
Mindanao. AID rarticipated in the pian by allocating funds for a group
of cooperatives whnich would distribute power furnished from the NIC
grid to the rural casumers. AID also agreed tc support cooperatives
In the Visayas and other islands where small generating units would be
required until such time as load development was sufficient to warrant
large scale generation and transmission installations by NIC.

|72
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Witn the advent of Martial Law in September 1972, the Government
elected to shoulder all responsibility for future large scale generation
and transmission systems including the MERAICO system. Plans are now
underway for NPC to add geothermal power facilities at two locations on
Luzon and to investigate similar possibilities in Leyte and other areas,
Hydro-clecetric facllitles are being developed and cxpanded in Luzen and
Mindanuo. NIC 1s now in the final stages of plans to place orders for a
600 MW nuclear unit which is scheduled for initial operation in 198k4.
Several smell generating plants of up to U MW cach will continue to be
added by private opcrators and by cooperatives until loads are developed
sufficiently to support the larger efficicnt installations.

Future power supply efforts in the Philippines will be directed
toward full utilization of hydro-electric and geothermal sources with
NIC being the implementing agency. The sixth power loan from the World
Bank ($61 million) will finance transmission system expansion and the
100 MW hydro unit at Pentabangan Dam in central Luzon. The Asian

Development Bank 15 discussing further financing of the Agus River
hydro-electric complex and accompanying transmission lines in
Mindanao,

Stuiies also are underway with the Japanese Government to
determine the desirability of proceeding with generation and trans-
misgion systems on some of the larger islands of the Visayas. The
most promising at this time is a dual-fueled steam plant and associated
transmission lines on Cebu with fuel to be supplied from coal deposits
on the island and from imported oil.

Before the fuel crisis, NEA had projected the use of diesel
generating units in 18 of the first 36 cooperatives to be established.
This was seen as a way of bringing electric power immediately to peonle
in areas where there is no early prospect of cornecting to an NPC
transmission grid,

With tine realization that the cost of fuel oil has escalatrd
greatly, NEA has made its own assessment of power supply for the proposed,
cooperatives, Fuel and operating economies, for arcas not supplied by
NPC, will be effected by utilizing a larger, more efficient power source
to supply two cr more electric cooperatives. Wherever possible, NPC
will be the primary source of wholesale power and project completions
will be scheduled to coincide with the completion of the NPC grid
facilities, With NPC now embarking on an extensive. progrem to develop
all non-petroleuwm fircd generation such as hydro, geothermal and
nuclear, and with domestic coal reserves for power production, use of
the carlier planned 1000-1%00 XW diesel generators will be sharply
reduced and limited to very high priority areas isolated from other
available sourccs of power,

Domestic inflation has alsc had its impact on the program and
other development efforts cf the GOP. From May of 1972, when the first
major Philippine Rural Electrification loan was signed, to the end of
December, 1973, the general Consumer Price Index in the Philippines
registered an increase of 53.6 index points or 31%. The Construction
Material Index rose even faster--from 162.5 to 276.7 or an increase of
70% Headquarters facilities, including office, general purpose and
warehouse buildings have been quoted at 100% to 150% above earlier bids
for the initiael eight cooperatives.
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2, Place ol Project in Philippineu Doevelopment Lroprin

The GOP has defined prioritic° for jtu dcvolopmvnt proj<(tn.
fed gqnpratlng plants, are_of the first prlorltj. It has been specifi-
cally stated that the NEA rural electrificatioin project is to be treated

as such, especially where it can readily tie into an NPC grid.

3. Place of Pruject in AID Program

The AID goal to which the project will contribute is rural deve-
iopment in the Philippines as defined in the legislative history for Section
103 of the Foreign Assistance Act ofl973. This section is to provide
deveiopment assistance ained at "increasing the productivity and improving
the quality cof life in rural areas ..." and "to slow the rural-urban migra-
tion..." threugh "... the encouragement of local institutions which can
foster participation by the general populace." Rural Electrification was
specifrcally menvioned as meeting the objectives of this section.

Through the development of rural electric ccoperatives, the project
is bringing, end will continue to oring, reliable electric zeirvice to people
who, heretofore, nave had no such service o', at best, unreliable intermit-
tent service--and at a price they can afford.

The beneficiaries of the project--the farmers, the barrio dwellers,
the rural people--gain useful social and political experience by organizing
themselves into electric cooperatives and other cooperative efforts such =t
the NEA-suppocted Barrio Irrigators' Service Assnciations (BISA) program,
The idle wural aweller 1s encouraged to obtain gainful employment throush
the promotion of small, power-use industries in the barrios once a coopera-
tive is enerygized. Low-cost and readily available rural electricity cau be
an impcrtant factor in enabling rural families to secure additional 1ncomp
and slow the rural-urban wigration.

The rural electrification program has become a major compor.znt of
rural development as electrification has become recognized and accepteud as
an essential imput to national development. Electrification strengthen:
farm producticr through irrigation pumping ané on-site processing of farn
prcducts with low-cost, yet efficicnt, electrically powered machinec, It
provides low-cost and efficient pcwer for iadustries and makes possible
the enjoyment of basic modern comforts such as lighting and refrigeration.
FElectrification can serve to proucte national identity tnrough mass com-
municaticns and provide an incentive for greater individual productiviky.

The electrie cooperative, since it laces together all the social
and econcmic levels of the community, also acts as a "watering pluce', or
medium, for exchange of ide&s leading toward further community effor%s.
Cooperative sponsorsnip of communael irrigation already underway is an examplie
of the ancillary 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 aud constructing additional
power distribution facilities within the framework of the GOP program for
rural electrificution. The goal of this program is to improve the economic
and social conditions of inhabitants of rural areas by providing them with
continuous, dependable and economical electric service on a self-supporting
basis. The GOP program is being implemented through the National Electri-
fication Administration (NEA), an autonomous government corporation. NEA's
initial program calls for ccmpletion of 75 cooperatively owned 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 con3truction stage. It is anticipated that 23 more coop_systems
will be ready for construction in the immediate future. (See Annex IX for
a listing of all coops and their current stage of development.) It is
anticipated thet the system to be financed under the groposed loan will be
selected from thase 23, The names and locations of these planned systems
are showh on the map on the following page.

AgE firms are under contract and working on initial designs for
13 of these systems. Nineteen of the proposed coops will be distribution
coops based on grid system power, while four will require at least supple-
mental diesel generation.

Six of these systems are in major rice and corn producing provinces
and two are 1n provincial development priority provirces. An effort has
also been made bty NEA to cover all the major Muslim 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.

The proposed loan will provide a $20.0 million line of credit to
NEA for the purchase of items of equipment, materials, and sarvices
needed for the construction of coop distributicon systems. Within this line
of credit $19.5 million will be available for i'inancing the import of
equipment and materials. It is estimated that this amount of materials will
cover the requirements for up to 15 distribution systems depending on their
size. The balancz of the AID loan, $500,000, will be used to retain US
engineering services to assist both NEA and the individual coops in this
program.

Since NEA will enter into subloan agreements with eligible coops
for the financing of cored distribution system construction, NEA will be
acting as an intermediary through which the AID loan will be channelled
to the eligible coops. This will take the form of allocations of AID fi-
nanced equipment and materials needed by each coop system after its fermsl
certification by NEA and subsequent acceptance by AID. The value

¥ "Core system” is defined as the distribution lines within the towns
and the lines linking the towas 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 projezt although the new coops will be the owners and operators
~of the diztribution system under NEA guidance and-controls.-

The short and long'term.objectivés of the NEA program are as
follows:

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

(2) Enable the sub-beneficlaries and implementing agencies (Rural
Electric Coops) to acquirc 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 cnergy
for (a) more intensive agriculture through clectric pump irrigation, (b) agro-
industrial uce and for (c) small-scale power use industrial development;

(4) Cenerally improve the quality of rural life by bringing electric
service to individual member nomes 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 determina-
tion of the Government of the Philippines to vigorously pursue a national
program of electrification. Within thiscontext NFA has set for itself thre
following schecdul=:

(1) Short-term: Establishment of at least one cocperative in each
of the 73 Philippine provinces within L y2ars or by the end of 1977;

(2) Medium-term: Completion of "Phase I" --th2 core networks of
13.8 KV trunklines for 100 cooperatives connectiug some 1,400 poblaciones—-~
by 1980;

(3) Mecium-term: Provision of electric service to 75% of the
population within 10 years or by 198l, as enunciated by the President; and

(4) Long-term: Total national electrification within 20 years or

by 1994,

The above schedule is subject to revision depending upon the cutcome
of a IBRD proposed restudy of power sector development.



B. Borrower

The Borrower for the proposed loan will be the Government of
the Philippines through the National Economic and Development Authority.
In applying for the loan (sce Annex WIT), thc following assurances have
been given: -

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

2. ‘'he GOP will absorb any "maintecnance of foreign exchangoe
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.

¢ . DNational Electrification Administration

The img%gggggigg_gggggy“gggwphe overall project will be the
National Electrificabion. Administration (WRA) ™~ WEA was e5tablished in
1969 under the provisions of Republic Act. No. 6038 to replace the earlier
Electrification Administration. It was given a broad mandote to develop
rural electrification as part of a national determination to bring
electric power to the centire Philippines on an nrea coverage basis

which cails for electric service facilities for the total population in

a specific geographic area,

NEA was reorganized and expanded on Lecember i, 1973 in accord-
ance with Presidential Decree No. 269 dated Angust 6, 1973. The decr=ze
established NEA as a public corporaticn with an authorized capital steoek
of one billion pesos and the necessary powers to make loans and control

ranchises for retail electric service. Tne powers of NEA are vested in
a Board of Administrators appointed by the President of the fhilippines.
The Board operates with a Secretariat tc maintain its agenda, minutes,
Board Resolutions, and other usual information, recording and control
activities.

The new reorganization chart for NEA which reéflects the December 1973
revrganization is shown on page 1ll. NEA does not anticipate there will be
further reorganization in the near future. Staffing to fill the new
orgenization and to upgrade the overall staff competence will be g coutinuing
concern but is proceeding satisfactorily. As of December 1973, NFA had
increased its steff to a level of 250 personnel. This is an upward adjust-
ment from the 159 level in the spring of 1972 when the Cirst Jonag wos
approved. In addition, following :ihe imposition of martial law, tlere
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 ss addition of new personnel.
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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.

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

Jayme Laya is one of the new appointees to the Boerd. He is 3
former Management Consultant who undertoolk the first reorganization
study on the NEA; Dean of the School of Business Administration at the
University ot the Philippines snd recently appointed Deputy Administrstor
of the Nationel Economic Developmrent Authority (NEDA), which is the chief
economic plarning body in the Philippines Goversment.

Tne third new Boarg nember is the newly appointed Secretary of
the Deparcmeut of Local Government and Comnmunity Developrent.

The Administrator of NEA, Col. Pumol, has headeq the organi-
zsation since early 1971, He is an able and dynamic administrator who
has clearly been the moving force hbehind NEA tc date.

Competence on the Deputy Adminis‘rator ievel is ranked from
good to excellent with the work load spread betveen three key deputies.

Further down the line, e.g., at the division level the competence
of NEA becomes somewhat spotty., The strongest divisions reflect for
the most part the ares where necessity required NEA priority concentration.
As such, NEA has developed an eXceptiona’ iy sirong program for cooperative
organization and development and particularly in the area of training,
This reflects NEA's concentration in cocperative development in the first
stage. NEA has also developed good competence in materiel nandling,
procurement contracting, warehousii., shipping, ete., and is coneidered
to be relatively strong in financial pPlanning and accountirg, Asg
discussed elsewhere in the paper, the feasibility study division
continues to reed assistance albeit there hes been substantial improve-
ment in the last two years. The division handling franchises and rate
regulations hes not been active in this early stare of cooperative
organization end construction; however, it is anticipated that rate
regulations, in berticular, will require close attention a8 new cooper-
atives are put into operation and additional orerating experience ig
gained. This ie discussed in the section cn Financinl Analysis,

Overall, the Project Committee concludes that NEA hag substunti-~
ally upgraded its organization in the last two years and is competent
to edminister the supplemental loan program, providing it continues
to receive outside assistance as discussed in section
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The March 31, 1974 Balance Sheet of NEA is attached as Annex .
As of March 31, NEA had total assets of P226 ($32.8 million) of which P198
million was paid in capital stock and capital surplus, Subscribed but un-
paid capital stock ag of March 31 is POLT7 million orf which P379.5 million
($55.7 million) represents Pe€So proceeds appropriated from general revenues
Or otherwise provided for ang 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 pro-

Ject implementation proceeds,

D. Rurai Electrie 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 IIT
of P.D. 269, although some COOps arve convergions of systems established
under earlier ucts,

Each conp has full corporate powers required to operate as an
electric utility and may generate, transmit and distribute electric pover
to its members ang non-members up to ten oercent or' the number of its member-
ship, These COOps, on the average, serve g bupulation ares of 100,000
pecple and an initial consumer load of 7-7,500 customers (4 years).

The electric coops also have the authority to assist and
pbromote power use through relending of NEA Deso proceeds. Uses to

projects.

The rural electric COOps are required to pay standard wholesale
rates for power acquired from the NPC grid system. However, the coops
have exemption from taxes, duties, anc fees levied by the GOP or its
instrumentalities, including income tax, franchise taxes, impors
duties, etec.

The development of the cocoperatives! management cupabilitijes
is still in an early stage. This is to be expected, us most have been
in their respective positions for less than a year, NEA provides o,
going training seminars in various fields of systenm operutions to
strengthen cooperative management, NRECA advisors £ss15t the ¢o0oper-
atives with their operating problems and provide good liaison betweer
the cooperatives ang NEA in Manila during these early stages of Project
development.

While NEA financial records are kept with serupulous care,
the electric cooperatives--other than MORESCO and VREGCC~-are Jusy
learning to set up bookkeeping Procedures ang accounting systems.
NEA auditing ucts 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 NEA, Of the 47 cooperatives with general
managers (including MORESCO &and VRESCO), seven have bermanent appoint-
ments, two ere acting, thirty have general managers in probationary
status and tne final eight are NEA stafr members on temporary essign~
ment. These latter acting general nanagers are in recognition of g
need to streugthen the cooperative management while, at the same time,
giving NEA headquarters peorle direct exposure to the problems of
cooperative management. This essignment of NEA staff to various
cooperatives on g temporary basis also prepares them to assume the
role now handled for NEA by the NRECA cooperative advisors.
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ITI. Projcet Analysis

The original planning concept for the rural electrification propram
provided for ares coverage. Before the price escalations and shortages
in fuels, NEA had also projected the use of many vpower plants using
diesel generators. At that time it was felt that equitable allocation
of NEA funds required temporary use of internal combustion engines for
local generation--even in areas which would be connected to more
economical NPC hydro and other large-scale generation at a later date.
Both the concept of arca coverege and the use of small generating units.
have been reevaluated and policy changes effected by NEA. USAID agrees
that these are logical changes and supports them. The appraisal of the
rroject has beoen done with thege changes considercd.

Appendix IT provides NEA's revised description of the coop "model"
and reflects NEA'S current approach.

A. TFearibllity Studies

In accordance with the advice snd guidance of the originnl NRICA
feasibility study team, NEA prepared feasibility studies on an arca
coverage basis. However, as the program has developed, 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. Expansicn 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 Winancial Analysis Section, NFA is
prepering additional new studies and project revisions vased upon this
model. Tllowever, to permit timely completion of these studies and insure
that project impl=mentation is not deleyed, it will be necessary aud NEA
is planning to increase its feasibility staff and/or arrange for Pailippine
consulting engineering firms to -ascist NEA. Stanley Consultants_will
continue to review these feasibility studies and certity that the projects
are economically feasible and technically sound for utilization of AID
development loan procured materiels.
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B. Project Capitel Costs: .Pinancial Plaen

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 materisls 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 the GOP, through NEA, must provide $108 ,
million or $16.2 million to pay local A&E costs, construct the coopera- 6;0/7
tives and procure locally supplied materials such as poles and anchor pronde,
logs. This amounts to 44% of project costs and it more than adequate

meets the requirements of Section 1.10 of the FAA. The financial plan

is thus (P6.65=$1.00):

In Millions

Local Foreign
Cost Exchange Total(:
GOP Capital Appropriations P108.0 --- $16.2
U.S. Development Loan -- $20.0 20.0
Total Cost P108.0 $20.0 $36.2

L. Techrical Capabilities

(1) standgrds and Specifications of ¥ngineering, Material and
Construction

During the first loan NEA, with the help of Stanley
Consultents and WRECA advisors, has completed development of its basic
standards and svecifications essentially patterned after those of the
U.S. Rural Electrification Administration (REA). These REA standards and
specifications are modified and adapted as required, to meet any unique
Philippine conditions. To set forth current construction standards, NEA
has recently published "Specifications and Drawings for 7.62/1%.2 ry Lin.

Construction.”
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(2} Resident Engineering Firms

t‘fl

/// Four Philippine ARE firms have been active in rural
/ electrification projects. These firms (Adrian Wilson International,
/ Trans-Asia, EDCOP and DCCD) all have international experience although
K they had previously done very little on rural electric distribution .,
\. systems. '

e

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 492-H-027) in prepering
project designs and related materials. Each firm has al50 performed
field steking 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
constructivii on a continuing and large scale basis, field work
correspondingly has not been on g large scale. Each firm will need to
upgrade 1ts capabilities to perform adequately the many field services
as the program expands. This will require working closely with Stanley
Consultants. To facilitate necessary field training and supervision,

.;572>> the Stanley contract is to be amended by NEA to increase the full-time

3.~ fileld engineers staff from two to three. =

>

On April 2, 197k, representatives of NEA, Stanley Consult-
ants, Inc., and AID visited the offices of the Philippine engineering
firms. These visits were to determine the firms' preparation to expand ,
8s necessary, to perform the services needed under NEA's presently
projected rursal electrification program. Fach 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, 197.4.

(3) US Consulting A apd 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 h92-H-027, began work in August, 1972, Under the contract, a
5-man team has asgisted NEA, the A&E firms and the cooperatives with a
variety of techrical metiers. At NEA, computerized procurement routines
have been established, training sessions have been held for the A&E and
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construction sections, and members of the team have participated in
construction and engineering seminars. TFor thc A&F firms standard

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

detalled A&L design work is reviewed.

In the field, Stanley has foliowed 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 alsc is reaching a critical stage as material procured under
the U.S. AID loan 492-H-028 is beginning to arrive in-coumtry. In
order tc handle the volume and variety of items, and get them properly
distributed to “he many project sites, a sophisticated warehousing
system will be required.

Agreement has been reached between NEA and Stanley to
incresse the Stenley team to six persons to be composed of three field
engzineers, one ¢ffice engineer, one materials and warehousing specialiist
with computer experience and a team leader who will also perferm as an
office enginecer. The contract will be funded from existing loanc as well
as the proposed loan.

While NEA has made considerable progress in developir
sound technicel ~apabilities, it still requires assistance for continued
technicel development. In order to assure timely implementation addi-
tional engineers will be recruited and training. Wilth the assistance of
Stanley Comsultants, NEA will continue upgrading and training NEA
personnel to essure AID of the technical sufficieacy of NEA actions.

Four inspection/training sessions will be held in the field
where cooperative construction has proceedzd sufficiently to provide good
samples cof 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, respectiveiy. It is planned that each inspection will
take at least one week and will involve representatives of the coopere.
tives and the construction contractor at the site, all four A&E firmsq,

NEA headquarters personnel and members of the two U,S. technical assistance
teams of Stanley Consultants and NRECA. AID will also be fully repressanted.
These inspection/training sessions will take the form of a pole by pole
survey and all deficiencies willl be noted and discussed especially wherz
these involve variations from the Philippine Electric Safety Code. Thes=
sesgions are to teke place late in July or early August, 197h.



- 18 -

D. Environmental Considerations

The project, a. a rural electrification project limited
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 limlted
potential for significent adverse environmental effeects. The potential
for these effects 1s addressed Lo 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 thar removal of trees on the 15-20 fcot distribution line
easements, Existing physical lend ~haracteristics and foliage wiLl be
little disturbed and there will be litile chance of affecting native
ecological systems.

To the rural romeowners, the project will bring electrice
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, BRefri-
gerators, in particular, providing cold storage to prevent spollage
of food as well as wroviding fly-free storage of food, will assist
greatly in protecting the health of rural pecples.,

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

Tae industry to be generated is expected to be cottage-
type individvally small in size and relatively widely dispersed with
little potential for adverse pollution of air, land or water. 7The
larger energy coasuming and polluting tyra of industries have located
and will continue to locate in aress where there is a large source of
cheap hydro-rower. Electric rates in the rural electrification zones
under this lcan will not be attractive to the larger power-ccasuming
industries.

The pumped-irrigation projects that might come into being
as a result of this rural electrification do have envircnmental impli-
cations that should be addressed. However, since the envircmmental
impact from thzse future irrigation projects is so site-specific, each
such project snould be investigated for envirommental impact at that
point in future time when the individval 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 pclaz,
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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
thls and prior financing, to implement the proposed progranm,

An assessment has been made of the local engineering and construction
competence and it is considered satisfactory for implementation & the %cche
nical aspects of the proposed program with the assistance being provided
through Stanley Consultants, Inc. and NRECA.

Finarcial planning for the project has been compieted. The proposed
loan is a line of credit to NEA and as such, the cost to the U,S, will not
exceed the proposed loan amount. An adeguate estimate has been made: of the
local currency resources required for implementation of the program znd the
Philippine Government nas provided for these resources,

In the context of the above, it is considered that adequate tocka
nical, financial and other plans necessary to carry out the proposed program
have been completed and the provision of FAA Section 611{2) have boen met,

The Mission Director certification to 611{e) is included ss Annex 2 A
A

F. Project Benefits

1. Employment Impact

The proposed electric distribution systems will be constructed by
Philippine contractors. Tt ig anticipated that a significant portion of the
construction activities will be undertaken by labor intensive methods and
utilization of equipment will be minimized, The final blend of equipmant
and labor hcwever is ultimately decided by the centractors themselves,

In addition to the provision of emnioyment opportunities during the
construction phase, the electric cocperatives themselves will bacome a
source of emplcyment in the areas affected, The 2oops arc alio exjoched Lo
provide increased market opportunities for manufacture of materials and
commodities, both t'or construction of the systems involved an‘ o ciectrie
appliances and other manufactured commcdities that will be required =: g
direct result of introduction of electricity into the rural arens,

The proposed program, therefore, is expected to have a highly bene.
ficial effect on the generation of employment both directly and indirectly
during its construction phase and thereatter during the operating life of
the coop's.

2. Power-Use Promotion

It was realized early in the pregram that the promotion of power nse
for productive purposes would have three valuable effects: (1) it =oula
significantly enhance the viability of the electric cooperatives: (2) it
could provide immediate improvement in the standard of living of the Leople;
and (3) it could develop local resources and slow down the growing ioesticonal
imbalance between populsation and resource potential caused Ly migraticr to
urban areas, '
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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 cperating power-use projects, including one
irrigation ard 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, Pam-
panga, Abra, Tanao del Sur, Isabela, La Union, Camarines Sur, Cavite, Tloilo
and Taguna,

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 Pampanga and similar installations
ar= %o take place in all eleven provinces. Construction of the main canals
and installation of pumps is being undertaken by NIA personnel with the
feeder canale constructed on a self-help basis by the farmer-heneficiaries.

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

b, Rural Industries,

The other major thrust in bower-use promotion by NEA is in
the development of rural industries. The general project design includes
the following:

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

— The project must be re.latively labor-intensive with a low
p J +
capita.l-per-wo: ker ratio;

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

—— Project personnel must be native to the area;

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

—— The project must be economicelly located, which isn 0 Ly,
that proximity to skills and materials must be of sulficient advantapge heo
offset distance from potential urban markets,
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The foregoing criterisa, not surprisingly, dovetail with
the charactecistics of the more successful handicraftsand cottage industries
in the Philippines, '

Five Most Advanced Rural Industry Projects

Province Industzry Project Cost Employces

Actual Pectential

Albey Fibercraft P 300,000 75 300

Pampanga Bamboocraft 250,000 45 212

La Union Woodcraft 30C,000 30' 219

Bulcacan Garments/ 250,000 30 179
Embroidery

- Capiz Garments 300,000 36 300

TOTAL P 1,L0c,000 : 216 1,210

Fach of the rural industry nrojects will contribute in some
measure to project feasibility and will huve s5ignificant social and economic
beneflits, Tre early effort is alreacy producing certain benefits. Employ-
ment has been provided to women and voulth who would otherwise Le unemployed,
and lccal initiative, cooperativeness an- ingenuity has teen tapped in
support of these projects., In sum, rurul industry projects serve zs s
spur to efforts to maximize local resource utilization and rurasl development,
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3. Effects on the Quality of Rural Lifc

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

Total Additional

Up to 9{72 9/72 - 12/73
Connections 4, Lol 1,hk01
New Houses Ly3 Loz
Renovated Houses 392 337
Irrigation Pumps 6 5
Commercial Water Systems 12 Y
House Pumps 65 10
Refrigerator/Freezcrs 479 105
Phonographs 310 103
Electric Irons 384 359
Air Conditioners 14 35
Auto Repair Shops 18 3
kadic and TV Shops ' 11 Y
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 stundard 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 grazing is now being cultivated to fruit,
vegetables and similar cash crops. Rice and corn farmers are taking
advantage of technical assistance and production-enhancement projzcts
as they, and their families, experience a new felt need for financing
appliance or machinery purchases.



- 23 -

IV. Financial/Economic Analyses - An Illustration

This section assesses the financia' and economic viability of the
Rural Electrification program through illustration. The two pilot co-
operatives, MORESCO and VRESCO are representative of a distribution
and self-generating 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 fcr 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 :mot all of the new co~ops to be financed and NPC does
not provide a subsidy rate to electric coops.  NFC 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 Plan‘s and Systems
rate. Rates for (c) are the highest (B.116 kwh) and for (b) the lowest
(P.027 kwi)., In order to meet IBRD loun covenants NPC must set rates
that give it a return of at least 8 percent. NPC in its February 21,
1674 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 zer» 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 low-
cost hydro power, can easily afford to make this subsidy.

While coops do not receive preferential wholcsale rates, they do
have an important advantage, of course, in access to subsidized capital,
Since thelr service areas are less densely settied than areas supplied by
viable private franchise systems, the coops need this subsidy at leas* in
the beginning to compensate for the higher construction cost per customer,
e.g., rural system capital costs typically exceed urban system costs ty up

to 2-1/2 times. The subsidy enables them to set rates that are sufficiently

low to encourage rapid load growth to the point of break-even uperations
but their rates frequently exceed by a subsiantial 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 arca (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/bth less. The NEA recom-
mended revised rate schedule for Bulacan (see AnnexXIXX), if adoupted,
however, contains a higher rate for all classes of consumers than the

comperable current provisional (effective 3/4/74) rates for Manila consumers .,

¥Excluding street lighting since comparative data is not avaiiable in AIL/%.

*
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The proposed Bulacan schedules would require most customers to pay.at rates
three times that of the provisional Manila rates and even at the highcst
consumption levels the Bulacan consumer would be paying about 504 more than

his urban counterpart in Manila.

The difference between Cagayan de Oro City and MORESCO residential
initial block rates on Mindanao are insignificant (0.20 and P0.18 per
KHW respectively). Both systems are purchasing their power from the low-
cost Agus River hydro-generation. This supggests 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 ity on Negros Island are also insignificant (P0.458 per KWH respec-
tively). However, it must be pointed out that this is high-cost diesel .
generation in both cases and the rates may have reached a level.beyond.whlch
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:tem,
they, under NEA policy guidance, are now considering rate schedules that
would more or lasss correspond to current philoscphy involving social equity
and energy conservation., The following i1s exerpted from the acting NEA
Administration's letter of 5/9/74 to the USAID Director,

Rates Folicy. 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
general 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
anmmuul 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 rlant, generation in addition
to the primarily hydro-electric generation.

c) Social - the cooperative must charge such rates as
to minimize Lhe burden on rwral consumers and to cncourage
the use of cloctricity for product.ive purposcs.

d) Technical-Economic - over 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
efficierncy.
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On rate structure:

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

b) Recidential rates - In general, socialized pricing
'is to be implemented through ircreasing rates at higher
consumption levels. At the same time, an increase in unit
residential consumntion to moderate levels, thereby
_ enhancing contribution to couperative feasibility, may be
encouraged throvgh an initial lowering of rates. with the
net result & U-cheped rates curve.

¢) Comuercial rates - In general rates for commercial
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 particuiarly to profitable industrial
concerns, who should bear s significant sha-e of costs
of servicing the entire area.

A C.P. for procurement of equipment and materials will be
acceptance by AID of a formal rate policy statement which has the
sanction of NFA's Board of Administrators. Preswrably, it could be based
apon the above NEA statement. In addition, a covenant ig planned to
assure that AID approval is obtained when the rate policy statement is
chenged. Another covenant will assure that rate schedules are updated
1o reflect current custs, both capital and operating, and are based
upon NEA's current rate policy. This will occur at the following times:
(a) when feasibility study is developed, (L) when zllocation of waterial
is approved, (¢} when ccop goes into cormercial operation, and (d) at
least annually thereafter,

In the following sections covering financing analysis ot the
hypothetical (ilinstrative) Tlocos Norte system the current actus) avorege
rate gchedule vas arbitrarily adjusted upward to cover escalated capilal
and cperating costs. Tt was also done with an idea of moving toward
-sozlal equity but cbviously it does not get there. The a:tual rates ccula
be adjusted to yield the same financial returns ana provide sccial equity,
(In actual practice it is believed thet the Coops will move in this
direction -- see copy NEA letier to First Bilacan Coop datec 5/10/7h whick
is reproduced as Annex VIII.) The comparison of the Tlocos Norte currens
average rates with those used in thkis analysis follows:
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Average Selling Rates - Ilocos Norte

Clase of Load Current Average Assumed Average
(In pesos per kwh)
Irrigation pumping 0.1k 0.17
Security Lighting 0.20 0.30
large Commercial 0.15 0.23
Domestic 0.25 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 Norte Rural Electric Cooperative 1s a- partially cnergized
and operating cooperative. Its core distribution systemis approximately
filty percent complete., By updating costs for developing the system at
today's prices, it is reprcsentative as a hypothetical cooperative to
illustrate the financial and economic parameters of a core distribution system.

Ilocos Noxte was the first cooperative for which a detailed fensibility
study wae done using the core distribution system concept and is one of' the
first being developed under that concept. The cooperative also purchaues
its power from the Luzon Grid of the National Power Corporation. I& is thuz,
in many ways, useful as an illustration for cocperatives being developed in
Luzon, At the same time, Ilocos Norte Province is on.of the slowest grcwing
provinces in the Philippines with the inference being that a successful coop
in Ilocos Norte is indicative of the viability of the progran.

Tlocos Norte Province is located in the northwest tip of Luzon Islend 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 livirng
in the rural areas. Cultivated land totals 54,100 hectares of which 60 per-
cent is planted to palay--rice, Other important crops are 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 weaviug, pottery,
salt-making, native wine making, bamboo craft, cigar making, sheilcraft,
plastic and cloth bag meking, and silk culture and weaving, Potential in-
dustries on the small scale are ceramics craft, frult and vegetahle proces-
sing and carpet weaving.

The terrain of Ilocos Norte is generally rugg:3. There are limited
areas of flat land along the coast and broken terrain inland, Settlements
arz relatively small, averaging 13,000 people, and scattered. Before the
advent of rural electrification only 5 of 19 municipalities conld say they
had clectric service and only 16 percent of the population, The Ilccos Norte
Electric Cooperative will bring, within ten yvears, service to at least ten
municipslities and 7% percent of the popuiation within its service area.

C. The Pilot Projeccts

In comparison with the MORESCO and VRESCO pilot projects, the Ilocos
Norte Rural Electr: ' Cooperative is technically most similar to MORESGO.
Both are distribution cooperatives purchasing bulk power from an KPC grid,
However, MORESCO receives its power from the low-cost Agus River hydrc-
generation as opposed to the higher cost thermal-genersated power vurchased
by Ilocos Norte from the Luzon Grid. VRESCO, on the other hand. is zelf-gene-
rating cooperative with much higher power costs than either MOKESCO or
Ilocos Norie.,

The provinces which include the service areas of all threc cuoperativoes
are predominantly agricultural, Misamis Oriental, which includes Ghe MOKEGCO
service area, however, has the greatest potential for inductrial and connomic
development tecause of its lower cost power potential. Negros Cceidental,
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 ere at the low end of the economic spectrum and the orcvircial
population is economically similar to that of Ilocos Norte.
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D. Capital Requirements for Ilocos Norte

Based ugon the feasibility study using the core systcm concept, the
system of the Ilocos Norte Rural Electric Cooperative will consist of the
following 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
Seccndary underbuild 81
Services 1h0
Tohal 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
assumptione (based on historical fact) were made to reflect the inflationary
impact cinve completion in February, 1974 of the system feasibility study.,
The Teasibility study shows foreign exchange requirements totaling $733,C00,
exclnding meters and substations, and local currency requirements of
f2,9603000. It is estimated that to build the system at today's prices it
would reqguire $2,lO0,000 for foreign exchange commodities (including meters
and substations) and P4,500,000 in local currency costs,

. Pinarcial Aualysis

1. Dems of Debt

Ilocos Norte illustrative debt structure is shown in the financial
annexes 1n 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 is
3%. Maintenance of value on foreign exchange loans from foreign denors is
the responsibility of the GOP and is not passed on to the individual ~rops,

The relending rate is a concesslonary rate for the Philippines,
It is reccgnized, however, that these relending rates are not the same
&g are the rates of the AID loan to the GOP. It is anticipated that
the stricter terms for the cooperatives will allow NEA, in years to
come, build up a reserve for further lending for cooperative develon-
ment before having to turn over all receipts to pay iis governmental
cbligations.

2. Tewms 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 [or th a comperison of the cslimated debt

coverage of the Ilocos Norte cocp as well as those ot the two pilot pro-
Jects, This data is drawn from Annexe £IV Tables 1, 2 and 3.

As used below, debt coverage is she totn cash runds avallabie tor debt
service (both principal and interest) divided by the principal and interest
due thet year. For example a coverage of ,0 times indicates that the
project 1is expected to generate P00% of the Tunds needed to meet debt
service in that year. <=z table indicates that tie debt coverage for Ilocos
Norte is slim but adequate in the early years and becomes very satisfactory
in tie eighth year ana beyond ag the growth in operating revenuss (and

thug the rate of growth of the system) reaches its pissk. The debt coverage
for the VRESCC project is nct as adequate and is forecasted to become less
than adequate in the eighth year. This signals the need to re-examing the
preseut rate structure for this projeet iy sigiht of the project's debt
burden.

TABLE 1

Comparison of Dabt Coversase#

YEAR Ilocos Worte MORESCO VRESCO
1 ——— 0.39 1.07
2 e 0.56 1.29
3 —— 1,13 2.58
s L.3% 1.96 3,46
5 Lok 2,22 2.00
6 1,07 1.76 1.34
7 1,33 1.95 1,14
8 1.86 2.29 1..00
9 2.72 2.78 3,36

10 3,64 3. he 7 .Ls

* Assuwing that MORESCO and VREGCO Loans are restructured ho reflect
similar terms as for Ilocos Norbte,
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4, Annex XIV tables L4 sy 5 and 6 summarize
financial internal rate of return results for the Ilocos Norte case and
that of the twu pilet projects. These calculations were performed us-
suming a 30 ycar operating life for all three projects, a two ycar
construction period and assumed a residual salvage value equivalent to
20% of the gross investment made during the 1ife of the project. (Similar
calculations were perform-d on the basis of a 10% salvage value, The
effect of such a reduction was marginal and such lower salvage value esti-
mate is not considered tc be realistic give the bLype of project involved
and the fact that incremental investments continue relatively far into the
life of the project., The conclusion is that the higher salvage value esti-
mate i to be preferred).

The significant differences in the rates of return for these three pro-
Jects is attributable to the differences in the rate structures (see
table 1 y bage 50 ), and the differences between loan terms dis-
cussed above., “he Ilocos Norte illustrative case shows a finaacial return
of 9.5% which is ccncidered very favorable., This project pays no taxes
and is nobt irtended c¢ be a profii making instituitloir. Its proposed rate
structure is icsigned e orovide for zervicing debt and to genzrate suffi-
cient additional funds fou fiture capival investments. The fact that this
return is cllchtly below the cest of commercial money in the Philippines
is attributeable to tie low :sie of i.terest on deLt from NEA-and, as mentjoned
above, that no provision Tor peoiic 1o necsessry in this type of preject.™

5. Sensibivity Anw.ysis-Iicces Neoue nex  XIV Table 1 (Statement of
Source and AprT.chlun of Munds) cols ouL “l.o basic scurces of revenues and
the priacipal items of cocl over 2 sen yuar permaﬂ fcr this illustrative
project, Additioral cost ané operating date 1s - vided by Annex XIV
Table O The principal evbernal varizbic cosh item is the cost or
power ﬁﬁrCﬁﬁﬁ‘ﬂ from the nationei prid. Cuhe internal variable cost itzms
are CXM and general. and adicinistrative expens2o. Together these variable
o8ty aceount for 030 vl total costs dnciuding debt service in the seventh
year to be mat from opcratzna resenue, These variabie costs are 57% of
totel revenues and the cosi. of vurchased ower is 377 of total revenues, If
purchased power costs wer2 increassed cy lu%, svch an increase could be
absorbed hy the project uLthout requiring an inereacs2 in rates to the con-
sumer. An increase of 207 on the other hand would most likely require some
increase in rates, Waile i is Aifficult to judge foture ener.y costs for
tha country it is our asc vmptior tnuzc they will not .Llncreace by as much
as 30% within the next seven year:, The rate asgumpfloun discusced in
paregraph C above reflect the latest estimates of energy costs in the couatry.
Increases in either of the iwo internal variable cost categories are more
directly within the controi. of the project. As these costs taken together
amount to less than 50% ot the costs »f purchased power 1t is deemed unlikely

1 These return caleculations include interest in the net cash low, tlus
if interest were higher, rates and revenues would have to be ezpanded to
cover this margin. In & financial sense the returas of all three projccts
are considered satisfactory as all exceed the cost of money borrcwed from
NEA.
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that increases 1ip these costs would occur in the magnitude sufficient to
require an increase in rates. (Using the same type of analysis zmployed
for the cost of power, OXM and general and -administrative cogtr would
have to increase by some 60% to force an upward revision in rates),

6. Conclusion., Based on the above anslysis it is concluded that the
illustrative case built cn the Ilocos Norte project reflects a satisfactory
and viable financial prospect for the project and allows for sufficient
margin to abgorp reasonable cost increases in the future whilie at the same
time providing sufficient funds to support ongoing investment in the
expansion of the system,
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F. Economic Analysis

1, Introduction and Summary

This section evaluates the economic feasibility of the Ilocos
Norte sub-project and employs for this purpose the quantitative tools
of social cost benefit and internal rate of return analysis. A secon-
dary purpose of the analysis is to provide some indication of the
economic feasibility of the other 9-14 sub-projects that may be [i-
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 othexr regions and in 1971, average
annugl family incoT in Tlocos (P3,302) was 5% lower than the national
average of P3,hes, Tt is unlikely that this historical regional growth
pattern will be reversed over the next 10 years., Thus, the ecoromic
feasibility of a rural erectrification project in the Ilocos region may
be somewhet limited vis-a-vis other regions.

This section also discusses &ome important aspecte of the Ilocos
liorte sub-rroject which are not reflected in the B/C ratic o~ the IRR,
vut have a bearing on its economic and social derirability,

The aralysis concludes that the Tlocos Norte project is econo-
mically teasible, Thoe R/C ratio is grester than one {1.29) and the IRR
of 20,32% is comparable to, if not greater ths, the TRR's of other infra-
structure projects of the COP., TIn addition, the other effects of the sub-
pregect which are treated qualitatively ar= found 4 be generally favorable,

2, Methcdologx

For tne purpose of the B/C and IRR calculanicns in this paper, the

benefits from the projieet have been defined as the projected sales revonues

and the incremental cost savings oftered ty central station electriciny

over alternative but less efficient sourcer of energy. e.g. kerosene or

small diesel generators. Sales revenues mz2asure direct project bheneiits

since they reflect the monetary valuation placed on the elechric service by
consumers. Cost reductions from using centrai station electricity imply

an increase in net income or profitability for househecld and business consunlers,

i/ There are no official estimates of national income ACECLLS on a
regional basis, A port feasibility study completed in L97L ror th.e IBRD
shows, howcver, that NDP growth in the Ilocos region from 1961-1969 was

3%, the lowest among the regions in the Philippines. The same study
forecasts that the Ilocos region will remain in la;:ing region wp to
1985. FEven with this lag, it is considered likely that pecple will con-
nect up and use the electric servize., The IBRD estimates that people will
spend approximately 8% of family income for electric service. TI{ incomes
in Ilocos Norte remained constant while the cost of electric service esca-
lated and consumption grew as shown in Annex the percentage of fami-
ly income used would grow from 3% in year one to 15% in year 15.
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Cost reductions {rom using central station electricity ftor
three classes of' rural consumers are summarized in the following table.

TABLE

Cost Savings from Central Station Electricipyi/

Congumer Class Present Consumption Cost Savings.(f/yr)
1. Domestic or Household P197/yr. for kerosene P142/Household
lightening .
2. Large Coumercials® Minimum-sized diesel P.38/KwH

motor generator sets
of 25 KW. p.61/KWH

3. Pump Irrigation Diesel 10 HP and 20 HP B.30/KWH
pumps P.66/KWH equiv.

An average rural household spends about Pik/mo. (P172/y1.) on
kerosene to provide lighting equivalent to that of a L0-watt electric bulb.
In addition, other costs (primarily wick and lamp costs) are incurred.
Total anrual costs of kerosene lighting amount to about Pl97 as against
P55 for an equivalent amount of electric lighting. Annual household cost
savings from using electricity are therefore equivalent to ?lh? multiplied
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 o coov-provided
electricity, these users can save from f.30-.38/KWH. Total annual savings
of these users are equal to their respective anrual ¥WH consumption mul -
tiplied bi their respective cost savings,

Demand projections for the Ilocos HNorte system are shown in Annex 71y
Table 9 .+ These projections are based on studies of an NRECA cone
sultant, and on previous pilot rural electrification experiences. The pro-
Jections for small commercials (which include rice mills) may be somewhat
conservative., The projections assume that of the existing 4CO rice mills in

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

2/ Commercial and industrial users with loads equal to or greater than 2y gy,
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Ilocos Norte, only 10 would be se ved in the firsl year, risin: to 79 during:
the L0th year. The existing mills are powered by small jasoline or dicsel
engines, and could realize substantial economies by shifting to central
electricity if available,

Costs are defined as the sum of: (1) initial plant investment;
(2) annual capital investment from the lst 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 s~xchange 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 truwe scarcity value of foreign exchange.’ Shadow pricirg
the unskilled -component of labor costs was not considered necessary because
it is a relatively small amount.

For purposes of the B/C and IRR calculations, the project life was
assuwed to be 33 years. The opportunity cost of capital used to discount
the tenefit 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 calculaticns for Ilocos Norte are shown in Annex XV
Tables 6 and 7 . The calculations show that the benefit cost ratio is
greater than one (1.29) and the IRR of 20%. The B/C ratio and the IRR de-
monstrate that the investment in the distribution system for Ilocos Norte
appears econongically feasible,

The B/C ratio and the IRR for Iloces Norte are conservative esti-
mates since as noted earlier, the cost savings of small commercial and
industrial 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 ppu-
lace, As indicaved in sectionIII-F the availability of cheap electric
pover 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.
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Tenth-Year Appliance Ownership Schedule

Poblaciones Barrios
aariones =22 110S
Estimated Residential Connections 7,2h0 - 10,860
: % of Connections : Number of Connections"
Appliance : Owning : Owning
: In : In : In : In :Total
:Poblaciones: Barrios : Poblaciones: Barrios :
Refrigerator.freezer 35 10 2,534 1,086 3,620
Flat-iron 90 50 6,516 5,430 11,946
Stereo-Phonograph 15 20 1,086 2,172 3,258
Electric fan . 15 2 1,086 217 1,303
Water pump 3 1 218 108 326

—

The iucreased demand for appliances resulting from rural electri-
ficetion in Iloces Norte and in other areas will have significant "multiplier"
effects. Most appliances used in the Philippines have significant local con-
bonents - all the vwoodwork, metal casings, parts assembly, and some parts
production.

The sub-project will generate substantial indirect empioyment effecte
resulting from more intensive cropping through irrigation and from the
creation and expansion of rurail lebor-intensive industry. By the fifth year,
it is projected that 2,550 hectares or 9% of the potentisl irrigable ares will
be serviced by electric pump irrigation, This will generate more than 900
full-time jobs on the assumption that irrigation (using the same agricultural
rreduction technology) generates , 36 man-years/hecvare of incremental em-
ployment. Thisg estimate excludes incremental employment resulting frcm the
processing of additional output,
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V. Economic and Balance of Payments Impact

A. Phillppine 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 %o be under pressure due to heavy repay-
menu of short-and medfum-term debt. Performance in 1972, while not all
favorable, resulted in an overall BOP surplus of $94 million, Develom-
ments during 1973 were unprecedented. GNP growth 1s officially estimated
at 10 vercent, compared to 4.l percent in 1972, The BOP surplus amounted
to $671 million due mainly tc a large trade surplus which in turn was a
result primarily of unprecedentedly high export prices. Merchandise
exports were 70 percent hipgher than in 1972. Investment growth accelerated
in 1973 reflecting increased business confidence and the salutary effects
of inveastment incentives, Investment growth was also facilitated by a
greatly improved domestic savings effort. In 973, however, the cconomy
nai te copa with a major inflation which worsened during the second half.

A5 of Cctober 31, 1973, the external debs outstanding amounted to
$72,272 million of which 68% consisted of loans with original maturities of
more than 5 yeers compared to 3% s¢ the beginning of 1970. Despite the
lmproved maturity pattern, heavy debt service payments will persist at
ieact over the medium-term future. Provided adequate levels of official
aid for commodity imports and project assistance are forthcoming, and il
the recent encouraging export performance persists, management of' the ox-
ternsl debt and debt servicing, while difficult, will not present serious
problems. The debt service ratio has been reduced from 26% of export
surnings three years ago to 1b% today, with a contipuous improvement in the
maturity struzture,

A mejor uucertainty, on the continued positive performance of the
Philippine economy Is the rising cost and uncertain availability of encray.
Crude oll imports Lor 197h are estimated to cost $700 million, or $520
million more than the 1973 level. The Philippine Government expects 5o mect
increased petroleum costs through a combinstion cf foreign borrowing, con-
timed export growth, and maintenance of restraints on impourts, Viith the
present debt service ratio the GOP has considerable latitude to inereass
its foreign berrowing and cover the higher costs of petroleum imports.

B. Impact on U.S, Balance of Payments

The impact of this loan on the U.3, talance of payments zhould e
favorable, Goods and services financed by this loan will be obtained frem
A.L.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
prevaill under the proposed loan.
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VI. Loun Administration

£, Tmplementation lan

1. §umma£z

fs in the case of the first Rural Electrification loan,
Primary vesponsibility for impiementaticn of the loan will rest with
NEA, orawing upon the technical assistance available from NRECA and
Stanley Engineers. The major departure in procedures from the first
loar. ig thet commodities will be procurcd in advance of final cocy
selecticn and completion of system design. In lieu therzof, procure-
ment will be egainst a standard bill of materisls developed in the
process of implementing the first loan. Commoditics received in
country in advanae o) individval coop needs will either be warchougod
in the Munila ares or ai coop site warehouses as appropriate. 'lhis
revised procedure is censicer ~ell justified in the context of NHA's
expericnce sained uacer the 1. ¢ loan, and will in addition result irn
cost savings in materiels procurement end most probably & reduction in
actunl implemeniation time.

Constructior of corsz systems will be through private
contractors selected through a conmpetitive bidding process. Force
account; censtruction will be wtilized for iine extensions beyond the
co1= systems.

2. Procurement

The commodities to be vrocured through this second loan
are essentially the rame &s those procured under the first loan. NEA
is therefore well advanced in its preperaiory work for procurement
under the proposed loan. Standard IFB arcumants have been developed and
refined through actual bid exp~rience. E£tandard commodity lists hawve
been developed for the core discritition systews and the commodities
themselves are essentially interchangesble between individual coops.,
These factors, combined with the rapidly =scalating cormedity prices and
extended delivery times bcing enccunterzd in today's market, have ied
the project commitiece ard NEA to the conclusion that advance procureiant,
of materials is both justified and the prererred method of procurement
under the loun.

Advance procuremeny will require increased attention to
warehousing and this aspect ras received careful review diring develop-
ment of the loan. NEA has acguired considerable experience in ware-
housing and material handling with reparations commodities and excess
property. NEA has also acquired access to excellent storage facilities
at the former U. S. Naval Bese at Sangley Point as described in
Appendix VI . These facilities are in the greater Manila area, hsve
ocean going pier facilities and are in the security of a military
compound. USAID estimates NEA has handled approximately 20,000 tons of
material through Sangley.
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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 practicable.
Construction of coop office and site warehousing facilltics are under-
taken as early as possible efter coop selection so that this can beu

accomplishead.

In sddition to the above procedures USAID and NEA have
agreed to add a procurement and warehousing expert to the Stanley team
to assist NEA 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. fCoop Selection Procedures

Under the first loan, feasibility studies for each coop
were finished and preliminsry design completed prior to AID concurrence
on procuremert of commodities. Under the prcposed loarn, because of the
adoption of the advance procurement discussed above, the procedure will
be reversed, although it is expected that feasibility work and coop
selection will ve agreed to for most of the new coops prici- 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 eariier, A& firms are
currently at work on 13 systems, preparing preliminary designs and
assisting NzA to revise the feasibility studies armand the core concept
approach,

AID review and approval of ccop ceclection will essentially
follow the seme yprocedures developed under the first loan, Hewever, AID
approval will be a prccondition to release of comradities to the coops
rather than a precondition to procure-ent. The "Evaluation of ILegal,
Financial, Technical and Organizational Sountness of Electiric Coopera-
tives Checklist utilized under the firet 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 substentive issues.
During negotiastion of this loan., discussions will be held with NEA and
NEDA to determine the practicality of setting & minimum financi=zl rate
of return criterion for project selection. Certificstion by NWi and
Stanley as tc the complience with these procedures will continue ‘o be
required.

4., ronstruction

Construction activity on the individval zocperatives will
be undertaken in three stages. Stage one will ccover construction of
headquarter facilities consisting of & coop office and warehousing
facilities. This represents a local currency cost item and will be
funded by an early advance from NEA utilizing their own resources.
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Conatruction of these facilities will be by competitive award to local
conteactors. In some isolated locations construction may be done by
force acccunt or the Philippines Army Engineers, if contractors are

not available. Construction of facilities for this phase is relatively
unsophisticated and availability of contractors is not considered to be
a problem. Progress on headquarter facilities under the existing loan
and qualified contractors for this phase are listed in Annex XTI,

Philippine woed poles are being used exclusively for all the coopera-
tives needs. NEA has acted to ccunteract inflating prices for local timber
with the assistarce of the cooperatives themselves. Contracts have been
made with small logging concerns, in addition tq larger supplicrs, for pole
supply and, in some instances, cooperatives have obtained timbering li-
censaes for selective cutting for pole procurement only. The cooperatives
arranze for hauling to and from trezfment plants. Poles are rnow being pro-
cessed abt the rate of cinut 3,000 per mentia.

Stage two will inclvde the construction of the core system
normully congsisting ci a step-down substation (69 ¥v--13.2/7.6), three
phese lines, and a limited amount of single phase lines. A typical
core system consists of approximately two $9--13.2/7.6 step-down sub-
stations and 18C km of three and single phase lines, The construction
contractor will be required to bulld substations, set the poles, string
line and set transformers; line drops «nd house wiriinz will be handled
by the coops. The proposed schedule allows 18 wmcaiths for completion
of the core system., The project committee believes this is conservative
and should be subject to substantial improvement as the ccntractors
gain experience,

NEA prequalified rine contractors for this type of work
under loan 492-H-Q28. £ combined construction schedule for distributicon
systems covered by loan 40Z.H-028 and this loan has been developed and
coordinsted with the projected delivery of line mabterials. This schedule
would requirg up tc a total of 15 contractors. (See page 41 ror Conctrue-
tion Schedule). There sre numerous experienced contractors in the
Philippines and while they have no direct rural line ccastruction experi-
ence, they shculd 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, Thig reduces capital requirements ang bermits smaller
contractors to rarticipate, Tt will be incumbent upon NEA to demonstrate
that risks are reasonable by;

. making construction materials available in g timely
manner;

b. paying contractor invoices Promptly; and

C. ensuring that fielq engineering is completed on g
timely basis ang 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 fiela,

In order to initiate modern and efficient rural distribution
construction practices on the two AID-financed pilot rural electrification
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projects, NFA made available to the conlractors Lwo experienced U. S.
congtruction experts for a llmited time. NEA is prepared ‘o 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
parsonnel. This procedure was followed on one of the AID-financed
pilot projects and resulted in satisfactory construction. The amount
of werk involved can be performed by the cooperatives regular staff
end completed in a timely manner to permit orderly energizing of the
systens.

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

Censtruction Schedule

Cumulative Number  Starting Date of

of Coops Each Increuwent of 3  Contractors¥ Completion Date

3 September 1974 _MBCy aprdl 1976

6 November 197l ! June 1976

9 January 1975 G August 1976
12 March 1975 BaBol-  getober 1976
15 May 1975 R ASE] December 1976
18 July 1975 __%}HES}____ February 1977
21 October 1975 PRy ay 1077

2l  December 1975 _GaMpIn gy 1977

27 January 1976 _ Jokalo August 1977
30 March 1976 _ A4BaC3 Getober 1977
33 July 1976 __ Dafals Pebruary 1978
36 September 1976 _ MoNa0p April 1978

39 Novermber 1976 _G3i3lz  gune 1978

*Each letter represents & contrector, subnumbers represent project for
the contractor--e.g., 41 represents contrsctor A. first project, Ao
represents contractor A, second project, etc.
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B. Implementation Schedule

1. ILoan Authorization June 30, 197
2. Loan Agreement Negotiated and Signed August 15, 19'7h
3. Conditions Precedent to Opening

First Letter of Commitment Met September 15, 197k
4, Approval of First Bid Package ' Sentember 15, 197k
5. First Procurement Award December 15, 1974
6. FPFirst 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 negotiaticns of this loan it is planned that agreement
be reached with NEDA and NEA to mutually develop within the following two
months a plan {or project evaluation, This will be formalized in the form
of a covenant, During the time up to the nagotisting sessions ASIA/CD
wlll attempt to develop at least preliminary ideas on what an appropriate
evaluotlen program should Look like.

This evaluation could cover institutional, tecnnical end economic
agpects of the rural electrification progrem. It could be carried out at
both the naticnal level (National Electrification Aduinistration) and the
local level (the cooperatives).

The institutionel aspects would zover the overell nanagement of
NEA and selected cooperatives, This would involve a review of training
activities, engineering planning, record keeping, firancisl aspecis,
including rate structures, and prccurement and varehousing.

The technical evaluetion would cover rrimarily design snd construction.
This would be an extension of the pnle by pole survey to be conducted =5
discussed in Section III peragraph C(3).

Developing an econovic evaluation is more difficult. This would
involve developing criteria for taseline data studies and their intergpretation.
This type of analysis should, however, aettempt to establish the linkages
between the rural electrification program and other development aims of
the GOP.
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The above program would apply primarily to loan 028
financed co-ops since construction of these is geeting underway
and datae end results can be obtained sooner.



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 precddemt 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 Staniey Engineering, Inc., which shall provide for an expansion
and extensicn of Stanley's services for an additional two years.

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

(3) XNEA shall provide AID with a revision of Policy Determination
301 of the Beard of Administrators and which sets forth the Economic and
Technical Paremeters for qualifying electric cocperatives;

(4) Beneficiary will provide AID with a procurement and warehousing
plan setting forth the proposed delivery schedules and related warchousing
and commodity handling plans for the proposed procucement :

(5) KEA will review and update the Tmplementation Review of
Approval Proccdures checklist adopted by WEA and accepted by AID under loan
028 to demonstrate completion of all legal, technical, financial and or-
genizational preconditions to approval ¢f individual cooperatives to re-
ceive AID sublcan. (See Amnnex VII )

B. Covenants

(1) GOCP will covenant ¢ reiend proceeds of this loan to [iEA
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 wuntil after
compliance with the requircments set forth in the revised impiementation
review and approval checklist and certification thereto by the Board of
Administrators of NEA and the consulting engineers as appropriate. NEA
shall also provide AID with a supporting updated feasibility study on
each cooperative.

(3) wWithin two months after the date of the loan agreement the Borrower

and NPA will enhmit o wlan and nracram far the avaluatian of this nrolect.
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ANNEX I

' LOCATION OF NEA-FINANCED

(March 31, 1974)

ELECTRIC COOPERATIVES

) ....%.Zm//.ﬁ//f‘
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CoogerativeA

MORESCO

VRESCO

Ilocos Norte
Leyte

Surigao Sur

La Union

Capiz

Abra

Bohol

Lanao Sur

Davao Norte
Catanduanes
Talim, Rizel
Leyte Sur
Iloilo

Lanoa Norte
Albay

Batangas

Quezon

AXxlan

Cebu

Zamhoanga Sur
Misamis Oceidental
Zamboanga Norte
Zambales
Pangasinan
Negros Oriental
Angique

Cageyan

Igabels

Nueva Vizcaya
Cotabatc
Cotabate SBur
Bukidnon
Marinduque
Mindoro Oriental
Camarines Bur
Sorsogon

Sulu

I'ampanga
Bulacan

Laguna

Cavite

Ifugao

Quirino
Kalinga-Apayao
Mindoro Ozcidental
Benguet
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Coggerative

Bataan
Basllan

Negros Occidental

Nueva Ecija
Masgbate
Siquijor
Surigao Norte
Romblon

- Camiguin

Palavan

Davao Oriental
Biliran

Agusan Sur
Northern Samar
Western Samar
Easbbexrn Samar
Tarlac

Central Pangasinan
Tlocos Sur
Misanls Oriental
So. Nueva Ecija
Camarines Norte
Zamboanga City
Sultan Kudarat
Maguindanac
Davas Sur
Agusan Norte
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Philipoine Model for the Development of Rural Flectric Cooperatives
Col., Pedroc G. Dumol

General

1. An electric cooperative is above all a business entity. While it is
true that a ccoperative is established to provide service for its membexrs,
a cooperative can only provide such service that it can afford, It can-
not continue providing service for its members if it is continually
losing woney in its operations.

o, Before any electric cooperative is formed, studies must bc conducted
to determine its feasibility. The cooperative must be able to collect
sufficient revenue ucht only to cover its operating and administravive
expenses; but it must have some margin t pay back its loan and to
fipence minor expansicas of ibs system,. The cooperative must of course
provide adequate, reiiskbie and Low cost electricity on an "grea coveragoe
2oncept. "

3, In the determination of the service area ci 2 cooperative, the primary
consideration is “"size". The slechric industry is highly sensicive to the
economizs of scale (the vipges the alectric syetem the more eftficient is
its oper&tions). The siea to he services iust o2 big enough that the
revenve justifies the hirving of qualified managers and the setting up of
= mathtenance unit to insure reliuble power.

4y, he ccoperative 1z also 8 sncial being, To cuc .zed it aeeds the
cooperation and assistance of its members. The wempers mush berleve thaw
4~ cooperative belongs to them. TIn this = asgect the distance cf the
couperabive neadguarters from its members i3 an important consideration,
The cooperative, therefore, must not be ton large so that thie hoadquarthers
ig not too remote from its furthest members.

The "Area Coveisge' Concep

5, The "erea coveragc' concept in rural electrification simply stated
peans hhat the electric cooperative is hHound to provide service to any
person requesting connection within its service area. T{, must ve 2mpha-
gized, howuver, that while b is one ¢f the primary geals of electric
conperatives 5o provide elactric service to all the people living in its
service area, the cooperative mash construct lincs ¢ remote the sparsely
populated areas at such a pace that the foasibilivy of tne toval system
is not jeonerdlzed. Lines to remote areas are genzrally uncconcmical.
The revewues from such lines are not sufficient to cover the cosy of
power, the administrative cost of reading the meters and cclleching the
bills, the maiuvenance cost anc finally the amortization and interert on
the lines themseives. These uneconsnical lines will be bullt oniy vien
the "losscs" from these lines can be ofsetby the proritable lines.


http:coope.-;ati.on

ANNEX IT
Page 2 of 6

6. It'may be argued that if these uneconomical lines are not built, the
cooperative can reduce its rates; that the people in the poblaciones and
the more deasely populated areag are being made to subsidize the barrios.
The argument can be refuted easily by the sociologist but there is an
economic raiionale for "ares coverage". The economy of the urban centers
is dependent upon the economy of the rural areas, If rural electrification
will euhance the economic development ol' the barrios, then the inceme of
he berrio people will increase and theve will be an improvement in the
economic activities in the poblaciones,

7. In the seme manner it may be argued that the postal system is illc-
gical in tha. it charges the same vostage irrespective of the destination
within the country, t costs the same to mail a letter from Quezon City
to Manila as it does from Quezon City tc a barrio in Cotebato, Certainly,
the rosts to the postal systey of delivering these two levters are dif-
ferent and vet the postal sysiem charges the same postage, The ration-
ale is that cemmunication is considered vital to our eeoncmic and cocial
well-being and i wiil redound to the benefit of all if communication is
encearagi 4 amcng our people.

8. The iiies to the barrios which now are uneconomical will, in a few
years, become economical as the area develops. When thig happens, these
lines will help subgidize the construction of other lines until Tinally
we have attained total electrification,

The Size of an Flectric Cooperative Area

9. In Gencral, a cooperative area should cover Iren 5-10 municipalities
populabted by mme 100,000 - 200,000 pecple. The area must be contiguous and
the dialcosy spoken similer, Furthermore, the farthese customer of the
croperative must not be mor: than 30 kms from the center of joad of the
system,

10. The criterie of 5«10 unicipalities with g total population of from
100,000 - 200,00¢ people is primarily eccnonmic, Our initial Teasibility
studies indicated 5hat this is an ideal sise rer the Fhilippines. oOn the
other hand, the presence of industrial, commercial and agro-industyial
lcads in an areca will permit the reduction of the required minimum size
correzpondingly, :

11. That the area is contiguous and that the people there speak a common
dialect is primarily a social consideratinn, People cun ue expected to
Ccooperate better if they are near one another and ir they spzak the same

language.

12, ' That the Brthest customer will not be more than 30 kms from the .osd
center is both an economic and social consideration. The distribution vol-
tage for the cooperatives has been standardized at 13,800 volts and 30 kms
is considered the maximum length for such Gistribution lines on thebasis of
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econonics, 150, becuuse of the condition of the roads and the trans-

portation systems, 30 kms is considered the farthese distance a member
should be [rom the cooperutive headquarters.

Feasibility of a Cooperative

13. An electric cooperative is expected to lose money in the initial
years o€ 1ts operations. 1In general, however, its revenue after one (1)
year of operation is surficient to cover the cost of admiristration and
opereticn. A coopevative o be "reasible", hovever, must generate

#:0ugk vevenue in its Tth Year to cover hot only the cost of operation
anc aéministraticn but alec the amcroization on both capital and intcrest
of itu ban,

4. The seven (7) yoar constraint is in consonance with R,A, No. 6038
whiun linits the grace period for wayment of loaas of cooperatives tc
seven {(7) veavs, It Is believed towat by the Tth Year the cooperative

should Lsve devalopad ivs "power use" programs so that Lhe "non-lighting"
load in subgzhantisl wnough to make the system feasille.

The Phasing ol Develepnznt of Coorerabives Within a Province, a Region
or un Tslaud

7+ 'The over-all objective ot +he country is the atbtainment of tobal
alav’wificaticn, This implies that service will be provided to ail persons

desliring su b servioce,

16, e wollowing Tactors are mandatory in the attainment o total
elecsydfionticn:

0. Establistaent of {sland grids and the inteagration of pover
generation,

. The consolidation of elsoctri. disteibution franchise areas.

¢y The sdovtion of the area coverage ccreaps,

17. The cost of vowe: in general, represents frow 40-50% of the electric
bill of a customer. The cost of rower ig hi:hly censitive to the cconomios
of scale, The biyzer tne piant, the lower iz the cost of generating one (1)
kilowatt-hour of electriéitny., The integration of power moueretion also
redvces to a minimum bHhe total spare capacity required in the systom.

18. The distributicn of electricity is also sensitive %o the 2conomies

of scale., iz construction and maintenaice of lines can te better planned
and programmed when the service area is targe and not constrained »r poli-
tical boundaries., Like Power goevaration, big distriburien Systows can
afford more capable munagemens that can progrem expansion and mainternance
requirement. Hence we can e xpect large systems to provide adeguate,
relisble and low cost power.
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19. Unless the area coverage concept is adopted, total electrification

will teke 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 ares is developed before they will extend
service to the area, The distribution rranchise operators, however, should
build these lines as soon as the losses from them can be reasonably absorbed
by the profitable lines,

20. Wilh bthe above concepts in mind, the following are the accepted poli-
cles in the phasing of construction of cooperatives within a province, a
region or an island.,

ol

« The 1nitial cooperatives to be formed will be developed in such
a manner ¢hat it will f£it into the over-all plan for the «lec-
trification of the proviuace, region or island.

b. The coopsrative area as much as possible will represent the araa
to be serviced by a load center of “he gria. This implies that
plans should now be prepared for such isiand grids and the loca-
ticn of their load centers identified.

¢. Tor cooperative:z that will initially generate theiy own puver,
the cooperatives relatively close tc one another should try to
share a power plant as much as possible. Fo example, the power
plant for Cupiz shculd serve not only Capiz but also Aklan., The
power plant for Iloilc should, ir addition, serve Antique, This
alsr implies that the transmission lines from Capiz to Aklan,and
from Iloilo to Antique must be so designe? as to ultimately form
part of the Panay Island Grid.

d. The NPC has adopted a policy of providing service only at 69 kv or

higher. This policy greatly enhances the consolidation of small

franchise systems that can be served by a load center.

The Phasing of Construction of Lines Within a Cooperative Area

2l. While the feusiblity study and the Archietectural and Ergireering plans
of the electric system of a cooperative include lines thru the poklaciones
and all the barrios, these llnes will not be construsted at the same time,
The lines will be constructed by rhases,

22, The first phase shall be the construction of the lines within the
poblaciones and the main lines (taunk lines) cornecting the poblaciones
with the power plant or substation. Phase one (1) must be so implemcrnted
that once sections of the line are completed, they wmay te energized im-
mediately. Construction, therefore, should start from the power plant/sub-
station leading out.
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23. In gensral, phase one of the project will be constructed by conbract,
The NEA/cooperative will furnish the materials including the poles. 'The
contractor shall construct the distribution lines (both primary and sc-
condary) while the cooperative shall install the service drop and the
housewiring by forced account,

2k, To insure the early utilizaticn of completed distribution lines, the
covperatives must synchronize their construction with that of the con-
tractor, The cooperatives must form service-drop/housewiring teams.

25, The extension of lines to densely populated barrios should be done
atter phase one (1) has beer campleted or even just before phase one is
compieted. This will be undertaken by force account. The cooperative
must form distributicn line teams. Tt would be desirable if the linemen
trained by NEA/NPC/NMYC be initially employed by the contractor of phase
one (1) and as phase cne (1) means complotion, these linement will be
able to form the Cooperative Distribution Teams.

26, The criteris For the pricricy of construction is discussed in detail
on page ©. As scon 4s the constiuction of phase one (1) is started, the
cooperative will initiate the establishment oi' a pricrity for ths construc-
tion of the suvscquent lines. From this priority list NEA will approve

the lines to be included in phese two (2). Az soon as phase two (2) is
started, the cooperative shall submit their priority for phase three (3), ete.
To insurz an orderly implementation of the different phases of construction,
materiils, labor, egiipment and funds must be avai’uble to the cooperative
at the right time and in the right quantity. NEA and the cooperative must
agree on the priority list eariy enough to provide sufficient time for
rianning, ordering of materials and equipment, funding and finally or-
ganizing for construction.

Priority of Lines for Phase Two (2) and the Subsequent Phases

27. As soon as phase one (1) has been staxrted, the cooperative should
start on the preparation of a priority iist Dr the conctruction of lines
for inclusion in phase two (2).

25. FEzch line (lateral) 2xtension to a barrio or greoup of barrios must be
analyzed in terms of %he following:

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

(1) number «f houses that will actually be served
(2) the electric motor loads such as irrigation pumps
(3) the length of the line in kms.
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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 socurlnr
the ROW. Furthermore, of the lines considered for construction in phas
two (2), priority will be given to lines that will uupply more housoes
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
thet will be installed before the service lines are constructed. In

this cennection, 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
B

where, H is the number of houses
is the number of house equivalent
of the motor load and
L is the length of the line ix kms.
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1 - PEQY Seminar 9 -~ Annual Confercnce - Woirkshop for Pres-
2 - DEC Phase I {Orieriation-Briefing) iden*s & Ten. Monegers
3 - Co-op NManegement ourse 10. - FRurel ©Broedcasters Course
- b - Co-op Accounting iourse i - Inspectcrs Course
5 - Gen. Managers Confererce 12 Dec Phaase IY (“Gitnayon")
6 - Linemeu Coursea 13 - Conus Obssrvation - Tour
T - Barrio Electricians Course 14 - “Seminar on the Adnministration of
8 - Plant Operators Course Construction by Force Account
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PROVINCE !’1 IPE | s| 6] 1° E 9 |10 i 12|13 14
) , N ,
{ ' " \ | S
MARL! MAY3 | JUN3/0CT3 | | JUL3 ; '
37 CAMARINES SUR |OCTO[.JAN3|MAR3[MARL| MAY3|FEBY ; | JUL3] JUN2 ! JANG
38 SORSOGON |MARL APR3]JUN3 IMARL T, JUL3 . i
39 SULYU {FEJ2! ; ' "~ JUL3 ’ J
10 . PAMPANGA  |MAY?| MAY3 JUN3.OCT3| MAY3{AUG3 OCT3 i JUL3 - JANL
1 BILACAN OCTO' MAY3!JUN3 'OCT3! MAY3|AUG3| JANL "~ JUL3 JANG
L2 LAGURA 'MAY2' MAY3! JUN3MARL " JUL3: JANL
"3 CAVITE MAR1| AUG3| FEBLIMARL JUL3 JANL
4l IFUGAO MAY1 ‘
L5 QUIRINO . |MAY2 ! !
l/6 KALINGA-APAYAO |FEB2 ; ! !
177 MINDORO OCC. IW¥EB2 ! ! ! JUN2
L8 THENGUDT FEB2] NOV3, FEBL | MARM i '
9 BATAAN MAY?2 ? 'MARL | © JUL3
80 UASTLAN ‘ ! 3
“51 NECROS OCC. — 'MAY1 ' | JUN2 \
52 NOEVA BCIJA  |DECO; ! ' : o !
_53__VASBATE FEED . f
"5 S TQUIJOR "FEB2] T - ]
5T SURIGAO NORTE  MARL ? " JUN2
56  ROMBLON ‘MAY2, ’ ! 1
57  CAMIGUIN I MAY2, ; I , ; ; : ,
55  PALAWAN 'MAY2' FEBL' : ' ! ‘ '
59 DAVAQ ORIZNTAL:FEB2; f ‘ . ;
60 EILIRAN MAY2, i ) ' .
61 AQUSAN BUR "TEB2 | i ; : -
62 NORTHERN SAMARIMAY1 [ ! ; ;
63 WeJTERN SAMAR |MAY1| APRL -' ) T
“64_ EASTERN SAMAR |FEB2| T !
65 TARLAC MAY¥L ! ! i
66 . PANGASINAN ! H : '
67 LLOCOS SUR MAY1, MARY]. 1 TJUN2 j )
68 MISAMIS OR.‘.'. MAY1 1 | f
69 NUEVA £CIJA,So DEC3| FEB4| MARL| [ ,
70  ZAMBOANCA CITY MARM | |
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(By Type of Program, as of March 31, 1974)

PROGRAM

i.‘l‘r‘aining
y Perlod

(days)

Times
Offered

yParticipat-

] T )
;Number o7 : Nuriber of
; Persons

' ing Coops, Trained

I. For Cuoperativels
Deve!lopment ,

A. Organization:

1.

B. Management:

1.

2,

3.

Provincial Eil‘ectr'lc

!
!
!
!
!
!
!
!
Cooperative Teum !
:

(P=CT) Seminar Worke

shop

!
!
District Electrifica- !
tion Committe (DEC) !
Phase lOr‘ien;ationa- !
Workshop !
!

District Elestrifica- !
1

!

!

tion Committe (DEC)
Phagse 11 Orlentation.

Workshop /1t

’

Cooperative Manage-
ment Course

General Managers
Conference

Annual Conference~
Workshop for Pregi-
dents and Genera! Ma-
nagers of Rural Elec~
trlc Cooperatives

Semlnar on the Admi-
nistration of Construc~
tion by Foprce Account
and Session on PERT/!
CPM !

!
!
!
!
!
I
!
§
!
!
!
!
!
!
!
!
!

11

3

!
!
!
!
!
!
!
!
!
!
!
!
!
!
!
!
I
!
!
!
!
!
!
!
!
!
!
f
!
!

NP % 2w 4w et b v e e s see o

43

] e

ai 322

43

31

~)
(]

!
. !
! !
! !
! !
! !
! !
! !
! !
! !
! !
! !
! ;
! !
! !
! !
! !
! !
! !
! !
! !
! !
! !
! !
! !
! {
! !
! i
! !
! !
! !
i !
! !
! !
H !
! !
! §
! !
! §
! !
! ¥



C. Office Operation

1.

2.

D. Technlcai Training:

1.

2e

NEA In-Service Tra ining

1.

2,

3.

Cooperative Account.
ing Course

Inspectors!,Course

LInemen Tralning
Course

Barrlo Electrician
Course

Piant Operators
Course

-oo-o-o--—-qN-—.—o—o—o—-—o—.—o-c-—o—

Rural Broadcasters

Councll Seminar-Work..

shop !
!
!

!
Staff Orlentation Semi-d
nar on the Rural Elec.!
trification Program for!
Middie Management
Personnel of NEA

= m e s e b teo~e

Semlnar-Workshop on
Contract Administra-
tion of NEA Middle
Management Personnej
Seminar on Feasibllity
Study Preparation of
NEA Personnel

Trainors Training for
Linemen Ccurse

Skills Tralning for
Drivers

OB Cem 4t F® 4s ot 20 o=w o—u

-30

21

35

G

29

29
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105

25

763

1,257

24

68

42

30

40

32



6.

7

10.

11,

12,

13,

14,

NEA inspectors Oriend
tatlon Course on Pole !
Preservation Proces~
sing

-

In-Service Training
for NEA Personnel
(non~supervisory)

= tem G=m Svm S=m T—w v-m &

Personnel Development
Institute

Annual Convention of
the Phillppine Society
for Training Develop~
ment

Seminar on the Review
of Engineering and
Construction Materlals

Lecture-Seminar on
Records Management

Skills Training for
Janltors and Messen-
gers

CONUS Observation
Safety

Flrst Industrial Safety
Seminar for NEA
Supervisors

OB TR S8 PR Con VR P B R P W B I T G W NEP S=p PB G=p B P=b Fd Sup

12 weeks!
4

oen vem auw o

T 0D BB PUE PR S P FB S S Sl S S P PB Pewd CuD PoE DU Pub Bk P Smd G = O=d Smm S=B Gom

W AT ST AR S TTE Sk S FSL SLE STD ST Sen 478 S VB Gl Son Tep =l B G CD D OB P Pt PmE Gep =B Smm Gm Pew Sem
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National Electrification Administration ANNEX VI
Operations at Saggigy‘”oint Page 1 of 4
Background |
The Sangley Point Naval Air Stawion was 'ransferred to the Philippine
Government by the United States in July 1971. Shortly thereafter,
negotiations began on &n agreement between the Armed Forces of the
Philippines 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 handle off-loading, storage
out ehipping. It wes also intended that the AFP would handle all
record keeping to fully geccount for receipts, inventory, nnd releasés.
(Tais latter Tfunction was poorly administered and NEA slowly took

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

NEA's first shipload of excess material and equipment arrived at
Sangley from Vietnam late in 1971 and on December 29, 1971 s formal
turnover ceremony was held with NEDA Director Sicat representing the

Philippine Government and Director Niblock representing AID.

Cwirent Activities

NEA has one represantative at Sangley to generally mo::ltor all re-
ceipts, storage and disbursement of.NEA property. He is assisted
considerably by AID representatives, although AID's participation

at Sangley is officlally 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 Loans

Supervision Division (accounting).

When a shipment of goods is received at Sangléy a full inventory is
made on the epot. The records are then transferred to NEAihendquarte;s
where dispoaifion of individual iteme to the cooperative is decided.
Arrangement for shipping sre made and the particular cooperative is
charged for the item. Withdrawal orders are then issued to ﬁne 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 AFP 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 povernment
agencies have taken advantage of the location and NEA, being the first
to utilize the facility, hes 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 s cooperative, NEA plans to store it at Sangley. The

prinéipal warehousing and transhipment of AID financed goods, nowever,
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vill occur at three warehouses located at North Herbor, Manila. These

warehouses sre owned by the Natinnal 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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ANNEX VII
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IMPLEMENTATIOW RIVIEW AND APPROVAL PROCEDURE
T0 INSURE COMPLIANCE WITH: POLICY NO. 301

INTRODUCTION

The NEA Zoard -of Administrators in Policy No. 301 established the
economic and technical siondards by which MMEA will determine whether
a rural electric cooperative apolying for GOP assistance shall be
qualified for such assistance under the provisions of AID Loan MNo.
492.H.028, Said Policy No. 301 makes the Administrator responsible
for doveloping an implementation review and approval procedure that
will insure compliance wiih the provisions stated therein,

In compliance with the above-mentioned Policy No. 301, NFA hereby
establishes a review 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 mean
the NEA Hoard of Administrators, the NEA Administrator, the Con-
sulting Fngineer contracted by NEA per provisions oi AID Loan No,
452-H-027, and the Electric Cooperative applying for financial
apsistance under the provisions of R.A. No. 6038, respectively,

PROCEDURE,

1. Before any applicani cooperative can bve granted financial
asuistance by NPA, suck cooperative must show legal, tech-
"~ nical, finarcial =nd organizational soundness. To insure
sufficient and wniform evaluation of all applicant coopera-
tives on thesc aspects, the checklist shown in Inclosure 1
hereof shall be used,

2+ For each applicani coop that satisfics the requirements indi-
cated in the Checklist, the Administrator shall recommend
certification by the Board to the effect that the criteria
stated in Section 3.2(a), (3) of the Loan Agreement for AID
.Loan Mo. 492-H-028 have been met., The format ghown in Ine
closure 2 hercof may be used for the "Administrator's recom-
mendation, '
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3, The Administrator chall attach to the above-mentioned Tecom-
* mendation the following:

as Checklist
b, A certilication of the Consultant as shown in Inclosure
2 hereof,

4. Approval by the Board of the Administrator's recommendntion
shall be indicated in the certification form shown in Inclo-
pure 4. This certification shall be signed by the Board
Chairman or his duly designated represencative. This cex-
tification along with the Consultant's certification (Inclo-
sure 3) shall be transmitted direct to AID.

Inolosures:

1. Checkliast

2, Adminisirator's recommendation to the Board
3, Certification of Engincer Consultant

4o Certification of ‘the Board



I.

Inolosure 1
CEHECKLIST
EYALUATION OF TaGAL, FIMANCTIAL, TWCIRIICAL
AND ORGANIZATIONAL SOUNDNESS OF ELECTRIC
COOPLRATLIVES i
LEGAL Yes

#» Cooperative is legally incorporated and registered,

b.‘ Cooperative is Elear of any encumbering lawsuits
or other legal restrainig.

oc Cooperative nae an egecuted loar ~c=iract with
NEA which, as a minimum, cove.. ....se points:

1s Bstablishe. service area.

2, Eastatiishes loan and grant limits, purposes
and ' cepayment schedules and conditions,

3« fatablishes NeA 1.,.ats of review, audit,
appraisals and approvals,

4. Establiighes Irenework fox compliance with
NEA's requirements for engineering, cons-
truction, materials, operations, maintenance,
management, repurte, finanoial and materials
controls, equity, membership, borrowing,

*relending.

5« Designates NFA as 'its agent t¢ procure ma-
terials for the initial project for which
the firot loan is made; to select required

© engineering services; to evaluato and select
ogonstruction nurvices; and o cvaluate, approve
and supervive any force account construction.

d. "Cooperative hac adopted and NEA has' approved any whole-
sale powsr purchase ngreemcnts and retail rate schedule.

€s QCooperative hus proqf of issuvance of Ceritificate of
Public Convenienco .and Neceesilya

f. Cooperative has accomplished Deed of Mortgage and
Promissory Note preliminary to first release of
project loan, ' :

ANNEX VII
Page 3 of 6
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II.

III,

ANNEX VII

Page b4 of 6
FINANCIAL Yes No

e GOP and s have cormitteq a plan of
allocation ang made availible to the
Cooperative pesog Pro rata to USC p1
480 pego convribution adequate to
complete the Cooperative project,

be  Cooperative has received and has
available or ig Teceiving materialy
allocated to the coorerative by Mps
Bufficient o complete the project
from any or all of the following
sourneg: :

AID TLioan
Japanese Teparationg
Excess brojerty
Philippine sources

G+ Cooperative has functioning an
adequate 8y3tem of controls and
accountability ¢overing :

Menbertg depesits .

Materials varehousing, inventory
and issuance

Basic property accounting

de Cooperative Project ap currently defined
has had the determinatibnﬁmade by the
Philippine engineer and certified to by
the 1,8, Consultant a9 outlined in
" "Pechnical belav, ‘

&, Cooperutive or NEA has . . 4 qualified
Philippine engineer ecceptable to NEA
Performing a1l necessary engireering
vork under contract,

4« The Philippine Engineer hag completed
and the TS Consultant hag cervified
88 adequate for the purposes below Pre-
liminary Plang & Specifications.


http:Irarehous.ig
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Yes Ko

be Philippine Engineer has submitted and
the U.5. Conzultont has certified as.
reasoninle znl adequate for proceeﬂlnb
vith the coorerative project the
followins:

 {

1e New estimated total project cost.

2, New estimated cost of operation,

~maintensince, adninistration, and
managemeny of the total project.

3. New estimated projest, ensmineering,
materinls, procurecment, conatruct-
ion and encrgization schedule
(CPM, PER? or cquivelent). _

4. Bill of laterials currently available
and cooperative management control.

¢ - Bill of Yaterials, and schedule
thercof; Yo be Ltumed over by NEA
to the ncoperative.

6; Bill of Maiterisis to ve purchased in
UeSe, in Coln 341 countries and in
Philippinas.

¢, Philippine Enginzer kas completed and '
gubnitted on bacls of Preliminacy Plans
& Speciifications all itews covered under
"Technical’. 2nd tk2 U.S, Consultant
hag certified a3 %o adoquacy, correciness
and appropriateness in suvpport of further
financing of ithe cooperstive project -

1o That the project is now tecanically
sound and econcaically feasivle;

2. That the financial niojections-voth
on cash flov and accruel tasic- has
been ccmpleted and supports this

. determinations

3¢ That the Cooperative Bowrd has set
the reteil rate adequste o acaieve

.. these projectiony;

4, That the Cooperative nard of Directors

has negciiated a whcilesale power .

© procurement contract or has apuroved
the Sngincr's desemninstion of
self-generation cost vnich will

suppert these projectiona,


http:v.h;Iesa.te
http:cooperati.ve

" d., Philippine Engineer has deterrined

and U.S. Conisultant has certified

. that current constraction capadili-.
ties do 2l are expected to continue
to exist which will recult in com-
petitive, timely, economical cons- ,
truction in keeping with the standards
and specifications established by NzA.

e. U.S. Consultant and Philippine Engineex
heve cortified that there is an adequate
reasonstly priced power supply for the
cooperatives

COOP ORGANIZATION

8. NEA has determined and certifies that
an effective Board of Directors is
funciioning and undergoing development
training. .

b MNEA has determined and certifies that
the Board of Directors has selected
and HEA approved a gqualified danager
'who 15 now functioning effectively and
i3 undergoing development fraining.

0., NEA has cdetermined and certifies that
there c¢xists local, ccmmunity and pro-
vincial suppori adequate to assume suc-
gessful implementation of the coopera~-
tive. '

6
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NATIONAL BLECTRIFICATION ADMINISIRATION

“PALAXCD EITY
Harch 31,1974

ASBEXE

Cirront Ascols -

Casll oa Tand

Coali in lanh - D2

Cash in Trecoury

DIP Mund Trustoo Accounta

M2A Truat Tund

Loans Zlgeeivehle

Loans Neeeivablo=-Caoperatives P 453,570,085
Lozrs Leceivable~Privato Frouchisos 9,639.49 o 40
Luans Decolvadle~iiualelpal Gystam ,200.nh°.02

Due Lrow 0Z{icors & Egplovoes

Dac fron Covormrent Ageacion

Aceruecd Yuterenst Reocivable

Iguipmout & Electrical Matovivle
Inventory

Freprid Lnnanses

Deposit on Lettors cof Crodit

&ub.l Currout Hgslsn =

2 B,940.15

4,514,052, 32
122,786,09
2‘1.332.807."5
1. 370. 855. 112
8,993,111,20

226,929,17
4,006420

361,705,553

18,676.795.06

‘09192, 74
1,609,147,05

ANNEX VIII

P 90,008,354,02

Looy=Tcerin Loaas Pecoivadbls 131,231,3080,73
Propexty Plact & Lanlpzend

Laud . e 25,000,00

Cifice Trrndture & Iauirment r &69,30“ Bh

Leoss dcewzudated Deprociction 369,208,64

Dranoportatien Lonipzent

Leos: Acermnioted Depreclation 22,173.75

Lleetrle Mlant & Lnuipwant o , ¢

Laas: Acemnuiated Daprcciubion e 397 ;" 50 18,202, 50

Giher Froperiy Plent & Ecudpment P L2,5U7.00

Lesas Accumulated Doprociaiion 6,200, 10 15,486,96

Total Properily flant & Equipment = 400,1351,85

Unamortized Doveliopuent Cout 5,200,955, 46

Govoruzent Project Cosat

Total Acaeto =

LIADILITING & CAPITAL

Currcnt Lialllitios =

interect Payablo = USAID Loan

Aecounts Payabio =« Genaral

Tetenticns ’nyablo

Withholdiaz Taz layabie

Pue to Gowernmont JSgoncies

Other Current Liabilitics - DBP Fund Ixustec

Total Curront Jaahilitieo =

P 16 ,17 .17
710.93L.ﬁ8
802,629,2h
190,840.39

1 J!‘2.6’i

g&,zaO,soz,&q

294, 150, 7%
$225,916,0635 .50
P ——— — et

® 26,124,003,57

Lanp=Tomn Pebhi
linearnea 2vanue
Capitol Stocl
FeidwivmConitol:
setaincd Darelnge
Dgpaved Cppital

2,240, K60, k5
355 J’A

82,320,400, 47

240,598, 73)
11q,h61,°42.20
ﬂ”J'QIGDQGJOSO

v(’Txrl q§f3112§;7 4

l (Lﬂ. 'L;\:: h<le AR

EODSNTO Fo e 0CAH, ;

RBeputy Adzifistrato for
Pinecneo & Fyanchises

pr
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' ANNEX X
FUND DISBURSEMENTS BY COOPERATIVES
(As of December 31, 1973)
(1n thousand pesos)

lst & 2nd
Prior to Quarters

Cooperat tves Y1973 FLlom FY 197k Total
1locos Norte 58 883 1,251 2,162
Leyte 117 1,321 3,682 5,120
Surigoo Sur 141 297 1,109 1,547
La Unfon 26 491 531 1,048
Capiz 116 1,601 3,027 L, Thi
Abira 199 736 935
ool 157 328 L85
Liznao Sur 302 779 1,031
Devao Nurte 303 93 396
Catandusnes 1718 122 300
‘'alim, Rizal 23 17 ko
Leyune Sur 135 38 193
Tloils 189 33 222
Lanao Ncr¢e 193 163 358
Alvay 62 486 sL8
Batangue 1) 67 109
Quezon 29 119 148
Aklan k1 231 272
Cebu k1 9L 235
Znuboange Sur 81 180 261
Mizamis Occidental 85 66 151
Zemboaggzr. Norte 17h 50 225
Zenbalep 194 228 452
Pangasinen 11 113 124
Negros Orientel = 102 134
Antique 18 27 L5
Cagavan 36 36
Isabiis 92 G2
Nueva Vizcaya 48 48
Cotanatuy 38 13 56
Cotabato Sur 12 12 24
Bultidnon 21 e o0
Marinduque aT12 372
¥indoro Uriental , a7 27
Camurines Sur 13 33 N
Soraogon 26 26
Sulu i 12
Pampanga 1,139 1,189
Bulacan 2,069 2,069
Laguns 650 650
Cavite 1,342 1,3%e
Bataan | 11l ik

TOTAL 458 7,169 19,740 27,3607
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FUND DISBURSEMENT BY PURPOSE

(As of December 31, 1973)
(in thousand of pesos)

Description
GENERAL PLANT
Land

Slte inprovement
Multi-p.:rpose building

Headquerters, warehouse, othar
facllities

Materialu Inventory and Fuel Stock
Working tCapital

Oifce

Tommauiicesion equipment
Trensporiation ejuipment
fools and equipment
GLUERATING PLANT

Equlpnent

Fowsr house and installation
SUBSTATION

Bquipment

ismbor

TRANSPQIRLATLON AND DISTRIUTION

Foles and other wood materials

Prior to

FY_1973

Insulators, hardwares, street lights

Distributlon transformers

Wires

Service drop materials and meters
Sectionalizers

Labor

Right-of -way clearing

HOUSE WIRING

ENGINEERING SERVICES

IN-COUNTRY MATERIALS HANDLING
MISC. AND CONTINGENCIES

TOTAL

L85

485

ANNEX XTI

1lst & 2nd
Quarters
FY 1973 FY 1974 Total
215 161 376
- 189 1) 200
207 10 217
192 2,499 2,601
24 179 203
1,0k2 2,377 3,419
241 140 381
3 3
128 105 233
37 91 128
184 18k
192 1,641 1,833
T7 T7
18 58 76
k56 2,221 2,786
9 503 512
g21 921
1,708 2,688 4,396
1,175 1,175
7 388 395
28 o1 12
50 585 635
2,156 3,226 5,840
82 139 221
2. 26k 343
19,7ko

- 27,367
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Page 1 of 2
STATUS OF ELE CTRIC COOPERATIVES
BY STAGE OF DEVELOPMENT
(As of March 31, 1974)
' Fund1 Feugi- Co-op ; Amount | A & E | Under @ Consumers
Cooperative : Ing | ?ility Fegis- » of Loan ; Firm 'Construc- )
N X 1/ | Study tered ; * M 2/ tion Served
{
1969 12.0 AWIA 6,161
| 1969  17.8 AWIA T 11,133
.7 7/'{1 153 TAP X 1,665
i u 28,6 EDCOP ' x 1,645
jL 20,0 | AWIA | x
. 53 /71 1.7 1 TAP X 1,049
CofT1L 18.8 DCCD x 1,189
' /12 8.2 TAP X 1,110
r BITL 22.0 EDCOP x
i) 10.6 AWIA X 497
i 9/7i. 17.5 AWIA P
f 1071 15.0 TAP 1,717
6/70 1.8 LTp
- B/7. 18T EDCOP
T ol DCCD .
‘ y” ; ,5[“ L35 AWIA
IR LB b 872 TYY BCCR T x 2,00,
IR LT L 5/T2 IELb TAF
e PRy b/te | 11,5 T AP i
_£0. ol 12 . 16,8 T Bleh .
21, ey T T x W2 TECS T DeeD -
22, e Sac B 1 g i 8.7 17.1 __AWIA
2. ¢_Uecldentnl A ' g[.a 9. TWIA
fonvonnng Wocte X ( /'Ta 12,2 ITA
: X i 8.6 WA
X T2 AL T TTTRE —
o123l JETD o
X L 1e/72 T Es e '
_ X N4 O N Y T
¢ x Y i O M S
3 X ; Q/ 1.9 T AWIA o
[ by L 0.0 AWIA
c % ; ‘5]71 21,9 AWTR T - -
3k Con C x Y A N AVITA -
T35, jnd‘que i C S T3 i 20.4 DO Ll0
36 .‘inu)r_gmf)r‘cntal C X 2(13 | 22.0 T DECD
T quarlnee Sur 1 B X 11/72 2.9 - DCCD 323
- 38, Sorgezen TR Y I Y T
_Eg. Sulu P ¢~ /13 186 T
0.  DPrmosuga D 18/ 7.0 SRR
41. Bi.acen LDy )i o T ER
L2, Tagune D = x \ L/VQM 4,0 ! i T Eﬁjﬂq
43. Cnvite D | x [ 8/75 T 9. TEbcop 11,0u7




ANNEX 1X ~ Pege 2

Fund- | Feasi- Co-op | Amount A&E | Under
Couperatives ing bility Regig- ;of Loan| Firm IConstruc- Consumers
e -1/ Study tered * M 2/ b tion Served
]
b,  Ifmgen C ! X .
o, Qulring E X )
. Kalinaa-Apoyso E X ! |
47. Minsore Occidental] E x ! . :
LD Beugest D) X AR TAD 12,066
L. Ratean D X LYAR 5.5 TAP ! 5,39k
50, Peatn T E x f
5L, Nes . Coc.iental E X ' . j
. Ruwen Beile _F x| .
23, beshate A X ; i
Ei?t;..,.fiff%ifi-i"} ‘ E x 1
55, Ui .. cel Norte c X ! ,
o L B x ;
E 1 X 1 i
C__. X 1/(h ) '
' C ] hS
E X /13 _
g X
E = x
Tavtinn oI N ;
S jemar E X )
G tee .. D x i o———
J: . Punpasinan D X :
ST _loeon sar " X I 1/7"
Vaccrie Grienned 5 X ‘
L Nusva Bed s Vi X 11/73 __2DCOP 107,692
nAr ey o ¢ b
L D X 2, . AWIA
. Cc X
L X - ;
I C X | , .
T h d
. S X e hw.-:.-.mg:w. t o
75 51 s 11 118,013
L/ Tunding
A. Provicus AL Losns - 2 D. Primerily Locel currency - 12
B. Ay Loan h92-H-028 -2k E. Futwre -~ 1k

C. FEligible for FY 1974 Proposed Loan - 22

g/ Architectural and Engineering Firms

AWIA - Adrian Wilson Int.

EDCOP - Engr. Dev. Co. of the Philippines

DCCD - Design, Constructicn, 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. S3tatus of construction work - headquarters
Project Contzac .  Dute Bid
L.  MOPESCC
2. VRESCO
3. Ilocns Norte JPD Const. May 31,
. Leyte United Const. Mar. 8,
9. Surigzsmo Sur EC Estrella .uns 19,
A Lo Unio, SD Flores Juns 14,
7. Caplz JV Angeleg Mar. 8,
S 3 S SD Mores Aug. 16,
. Louol l/ Aug. 9,

Edmar Ceous
M Tiengeo

L3 Lanso Sur
1Y Uaveo Norte
. Leytw Syr i/
16 , Lerao
21, ebu 3/

T, Seatos o1 camgtrention work

Contracton

o et

torte 2/ EC Estrelia

t. July 26,
Sept.25,
Sept. 26,
Oct.. 2¢,
Pec. ik,

transmiseion, districution, substation:

Date Tia

o5

IIT.

Projeci Contractor

Stetvn of couptruction work - pover nlant:

Date Bid

2. VRISCO
b, leyte
T. Csplz
9. Bohol

Trigon fag'g
Audion Elec,
Trigon Eng'g

facilities:
Start of

Construction
1973 Jun. 15, 1973
1973 Jun. 1, 1973
1973 Aug. 1, 1973
1873 Sept.10, 1973
1973 May 7, 1973
1973 Sept. 1, 1973
1973
1973 Sept.15, 1973
1973 Nov. 2, 1973
1973
1973
1973

1. MORESCC

2. VRESCD

3+ Tlewns lorte Citation Bag'eg' May 21, 1973
b, voves Citetion Eng'g Mar. 8, 1973
Do Swe oo Sur Audion Blee. Jun 19, 1973
oo L Urion Alectromechanical Jun 1k, 1973
T. nntg Audion Elec. Mar. 8, 1973
8. ‘trra Force account

9. lohol Trigon Eng'g Aug. 9, 1973
1C. CLuuwe Sy 544 EEN
17, Albay Force account

Her. 8, 1073
Mar. 5, 1973
Aug. 9, 1973

Start of
Constructicn

July 9,
Jun. 18,
Aug. 1,
Oct. 1,
Jun. &,

Nov. 3,

1973
1973
1973
1973
1973

1973

Stert of
Construction

st et o

May 28, 1973

May
Nov.

7, 1973
2, 1973

ANNEX XTI
Page 1 of 3 poges

Percent

Completion

2Completed)
Completed)

T2

T6

27

&3

98

28

>

Percen®
Completion

(Completed)
(Completed)
48

39
12
15
0
1k

15

Yercent

Completson
(Completed)
70
90

;/ Subnmitted bide were rejectad for belng too hight.  Both projects will be deone by

force account.
2/ No bids were submitted.

3/ No bide were submitted.

The project vas negotiated with EC Estre1la.

The project is to be done by force account.



ANNEX XII,

LIST OF PRE-QUALIFIED CONTRACTORS

FOR TRANSMISSION/DISTRIBUTION LINE CONSTRUCTION

N

ITT PHILIPPINE3, INC.

Buendia Ave. & Washington St.
Makati, Rizal

Tel. 88-53-51

CITATION ENGINEERING & MARKETING CO., INC.
368-C 3Ben-Lor Building
Quezon Blvd. Ext., Q. C.

POWER CONSULTANTS

Sulte E H. Davies

Far East Bullding, Buendia
Mskati, Rizal

ISABELO ONC CONSTLUCTTON
Rm 30k Anitwa Building
1300 Quezon Blvd. Ext.
Quezem City

EDWARD J. NELL COMPANY
325 Kuendia Averue Ext.
Corner Mslugay, Mskati, Rizal

TRIGON ENGINEERING CORPORATION
399 C. Padilla St.
Cebu City

AUDION ELECTRIC CO., INC.
85 Don A. Roces Ave.
Quezon City

ATKINS, KROLL & COMPANY, INC.
T232 Malugay Street
Mskati, Rizal

ELECTRO MECHANICAL ENYERPRISES
8861L-C Sampaloc Streat

San Antonio Village

Makati, Rizal

Page 2



O

10.

11.

1%,

13.

h.

15.

16.

17.

18.

19.

ANNEX XII,

‘LIST OF PRE-QUALIFIED CONSTRACTORS
FOR HQ FACILITIES AND POWER PLANT CONSTRUCTION

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

J.V. ANGELES CONSTRUCTION CORP. (HQ only)
58 Pusig Boulevard, Pasig, Rizal

J.D. MATIAS CONSTRUCTION (HQ only)

3576 Mag. Villwmor, Bacood, Sta Mesa, Manila
UNITED CONSTRUCTION CO., INC (UQ only)

13 M. Hemady Street, Quezon City

EDUARDO ESTRELLA (HR only)
149 Malvar Street, Daveo City

E.E. BLACK LID.

1%h Floor, Insular Lire, FGU Bldg.
Ayale Avenve, Marati, #izal

EIGIO DE GUZMAN % CO. IAC. (HQ only)
550 Litertazd Bxt., Pessy Cloy

SALAZAR CONSTRUCT:ON (I only)

3% Cebu Road Expressvay

MASTER ‘BUZLDERS (HQ only)

W6L45 Yelanzuele St., Sta Mesa, Manila

J.M. HSRNANDEZ & SCiiS, INC. (M0 caly)

547 Magtipid St., Bacuod, Ste Meea, Manlle

YOMAR CPWERAL CONSTRUCTION SERVICES, INC. (HQ only)
™aliciano Bldg., Koxas &ve., Lligan City

ATLANTIC GUIF & FACIFIC CO. OF THE PHIL {Power Plent)
Oledan Bldg., L31-133 Ayals Ave. Makatl, Rival

RQBLETT ENGIHEERING (P.7. only)
Suite 208 B.F. Goodricn Hldg., Legnupl ., Ceon City

PHE3CO, INC. (P.P. only)

73 Quezon ELvd. Ext., Quezon City

¥,.M, GARCIA CONSTRUCTION (HQ only)

Q.2.D.B, Bullding, 1k2h @, Blva. Ext., Q. C.

C.M. PANCHO CONSTRUCTION (HQ only)
443 A. Bonlfaclo Sireet, Suezon Uity

CARLOS S. DAVID (HQ only)
Rn 30k Laperal Building, Rizal Ave., Manila

S.D. FLORES CONSTRUCTION CO. INC., (HR only)
29 Sorsogon Stryeet, West Avenue Section
Quezon City

G.M. TIONGCO CONSTRUCTION (%Q only)
Sanang, Davao City

bPage 3



Nr. Antenio Aquiro
Goneral Manager

ANNEX XIII
Page 1 of 3

May 10, 1978

Tiset Mileown Eleciels Cooparative, Inc.

Oxlumpds, Bulagen

o haxpby ooy ithe Yollowing vata echadyles for

WRe DY pOuS SonTvatit
Roaddmat.al e
Fhem 10 kan

¢

Hext 48 ki -

Woexr 50 lwh -

Raadh 00 eh -

Eramgs 200 Lid ~
Crdneeroind :

et 12 lwn

Next 3R Jadr

Mt SO Jady
Mawe 00

[ I T S S

Industeial:
Hexvy (1B kw and above)
Dermand Chaxge:
Energy Charge:

Ist 200 howrs of billing demand
taxt 200 icurs of MIMing demand

P 0,43 kwh
0.40/7i0%:
0.37/%n
0.4%8/1zdh
0,50/kwh

P 2.45/lah
7,48 kxsh
0,45 e
0, 50/ s
3. 85 /ksih

P 10.00

P £.3%/ladh
¥ 0.34/\oh

Excess of #00 houre of billing demand P 0,30/



ANNEX XTII

Light ( balow 1S Joe)

Demnd Chzrge P 10.00
. Ehawgy Chwerge:
Firat 200 hours of DMiling dessnd P 0.43/kah
Mot 200 howws of mﬂm demand P 0.40/)0h
Brosss of 450 Mewre of dMiling dewnd P 0.38/)oih
Without Gererud meters P 0.48/)dh
§ixeet Lighte:
Publie:
&) Inospdazmirt b
Firet 19,000 wxtts . P 0.12/ vattse
Next  §,080 ~utts P 0.13/ wmatt
Basses of 15,500 watts - P 0.1%/ wtt
b) 176 watts, recouny vapor P 09.00/ buld
Private 2 0.15/ watt

Thuse rets cohadulos were Zoarmiiated bised on the
foiloving guidelines:

Al Basidential

Recidemtial cute is equal to or lower than omall
cxmeraizl Tates, Rorddential rate follows & U-ehapad
AR to encoumgs consumption up to the 50-100 i
p&mﬂxm,nﬂh‘Wmdﬂm
Wﬁhmmm ccasuption, in
ecoondince with istiom] auidelines on soadal{zed

P. Commercia)

anmmmwm.

Mationals: BDuginess can afford rates, also



ARNEX XIII

Page -3-

cl

Ds

|

Industrial

Adlnmxichargeof?lo 00 per kw is set to cover higher
than aveysge invee'mm*-@ in cooparative facilities used by

As on; Industrial vate is an off-peak rate. If it can
ba 1ished that thr busic 8-howr of first shift operwution
spans, ‘the systams pmsc pariod, then a higher demand charge
of ?},5 o0 should be iwponed.

. Dacreaeing block anerqy costs ccrresponds to two-shift
i ﬁru—-tahn.ft spdreions.  Whila probably adding to tha

';uzk load «f the cooperative, these blocks also improve the

w:petnﬁw" Joed facior and need not bear a full share of
C other aosts, Iclwiing power losses.

Stxeat Lighte

Street liphting caght to bear full costs given 12 hours
operation and the maissnance functions perfomud by the
ve. The auop may reccmerd that wider spazing of
be practiced m soma ingtances to reduce

mmicipul biis.

We have reformulate’ tha foregoing rate aschedules tak.mg into
the rates proposed by FBEOD and the various data axd

conriderstion
Inforemtion mimitted twaswith, Wa hopa that a cormon understanding

of

va requiranents il objectives with respect to rates

oosparets)
h»ls haveby besn achiersd.

With cordial regaras.

T Deputy Admini

Finance and E hises



ANNEX xIv

FINANCIAL TABLES




Year

Sources:

Loan Funds
Gross Revenues
Membership Fees

TOTAL

Applications:

Cost of Power

O%M

Interest

Principal Payments
Gen'l, & Admin. Exp.
Capital Expenditures

TOTAL

Beg. Cash

+ Sources-Appl.

= Ending Cash

Funds Avail. for D.S,
‘OZAL D, S,

Debt Coverage

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

1,860
540
15

2,15

241
€6

131
1,860

2,298

ILOCOS NORTE

Pescs (000)

Statement of Sources and Application of Funds

(@)

2,868
1,102
13

3,983

L83
82

210
2,868

3,673

(3)

1,702
1,54y

3,253

660
113

306
1,702
2,781

399
L65
Bk

(4)

835
119
6L7
shly
348
1,105

3,598
864
(hoh)
370
1,561
1,191

1.31

(5)

1,981
2,Lk95
5

)

1,004
153
689
561
Lo3

1,981

4,791
370
(315)
55
1,305
1,250

1.0k

(6)

2,201
3,351
9

5,561

1,320
167
739
602
L82

2,201

5,509

25

4 .

%
1,437
1,341

1.07

(7

2,542

L 301
10

6,853

1.33

TABLE 1

2,209
5,375
7

7,591

2,050
229
843
735

642
2,209
6,708

L79

876
1,355
2,933
1,578

1.86

3,961
7,070
13

11,0k

2,537

(10)

5,446
8,473
13

13,932

3,100
339
1,079
889
897
5,446

11,750

3,019
22168
3,1
7,156
1,968
3.64



Year

Sources:

Loan Funds
Gross Revenues
Membership Feesg

TOTAL

Applications:

Cost of Power

0&M

Interest

Principal Payments
Gen'l, & Admin
Capital Expenditures

TOTAL
Begin. Cash

+ Sources-Appl.
= Ending Cash

Funds Avail, for D.S.*

Total D,S,

Debt Coverage

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

Statement of ¢

MORESCO

Pesos(000)

Jurces and Applications of Funds

(1)

661
820

1,Lk8y

578

(2)

527
1,003

1,532

21k
104
3%

115
527

1,356
(351)

(175)

39
0.56

(3)

650
1,186
3

1,839

2hg
110
430

Lo
123
650

1,602
(175)
237
62
532
k70

1.13

()

522
1,368
3

1,893

289
115
418

Lo
130
522

1,51k

62
#
1
899
458
1.96

(5)

STh
1,551
3

2,128

326
120
koo
235
138
574

1,793

Ly

335
776

1,k
635

2.22

(6)

399
1,734
2

2,135

369
125
392
67L
141
399

2,100

776

35 -

811
1,877
1,066

1.76

TABLE 2

(7) (8)
366 366
1,916 2,099
2 1
2,284 2,466
Lok Lls
131 134
379 365
6'Th 674
143 L7
366 366
2,097 2,131
811 998
187 335
998 1,333
2,051 2,369
1,053 1,036
1.95 2,29

(9)

366
2,282
1

2,649

L81
136
351
67l
153
366

2,161
1,333

488
1,821
2,846
1,025

2.78

(19)

366
2,465
1

2,832

523
139
337
674
157
366

2,196

1,821
2557
3,468
1,011

3.45



VRESCO TABLIE 3
Pesos{000)

Statement of Sources and Applications of Funds

Year (1) (2) (3) (&) (5) (6) (7) (8) (9) (10)
Sources:

Loan Funds 686 539 399 oo 399 359 399 399 399 399
Gross Revenues 2,221 2,578 2,825 3,1uk 3,408 4y o027 4,Lky 4,502 5,306 5,889
Membership Fees 3 3 3 3 3 3 3 3 3 3
TOTAL 2,911 3,120 3,228 3,506 3,8 L, u2q L, 8k3 5,304 5,768 6,201
Applications:

Cost of Jower 1,115 1,345 1,526 1,729 1,951 2,226 2,523 2,872 3,062 3,711
0&M 175 175 175 190 ics w2 210 223 231 239
Interest 828 693 L33 Lo8 L7 587 375 563 5c1 538
Prineipal Payments 25 25 25 72 628 1,245 1,2hs 1,245 1,305 1,534
Gen'l, & Admin, 175 192 210 214 229 243 257 257 283 301
Capital Expenditures 685 539 383 399 399 399 399 399 399 99
TOTAL 3,008 2,969 2,748 3,012 3,388 4,002 5,214 5,559 £,031 6,722
Begin. Cash i57 60 211 691 1,181 1,103 . 630 259 (6) (269)
+ Sources-Appl. (s7) 151 180 Lol (78) 473) {371) 265 %63 431
= Ending Cash 60 211 [ 1,181 1,103 30 259 269) 730
Funds Avail. for D.S.+ 913 Q29 1,129 1,661 2,207 2,ué2 2,079 1,802 1,587 7h1
Total D,S, 853 718 438 450 1,10k 1,832 1,820 1,808 1,856 2,072
Deb% Coverage 1.07 1.29 2.58 3.46 2.00 1.34 1.1k 0.997 0.86 C.h5

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



TABLE &4

(ROL PRILLIPING QURAL ELECTRIC LOAM - ILLOCOS NORTE (iN THOUSANDS)

ADJUSTED ADJUSTED

YEaR IMVESTwEr:T RF THIRN FACTOR TNVESTMENT RE TURN
1 2494 n 1.0000 24546 4]
2 997:s r 0.9132 9t1i2 0
3 2290 117 08340 1909 97
‘. 3397 ~ 31o 0.7817 2587 236
= 2294 . a2 06856 1598 378
~ : 1105 702 0.6352 701 445
: - 1981 van 0.5801 1149 845
i 220) 149] 0.5298 1166 789
3 2842 155 0.4838 1229 897
to 220 246} 04419 976 jo87
i 3961 3432 0.4015 1598 1384
12 _ S446 4150 0.3685 2006 1529
3 110A 4630 0,33A5 372 15548
L i1nR 5041 03073 34 1549
T 1166 552r 0,2807 319 1551
P 110R S777 0.2563 2R4 1680
? 1104 (LS54 Ne2341 259 1511
- 3] A56R 0.21138 0 1404
T o ASAR fe1952 n 1282
- n ~tRA 0.1783 0 1171
¥ 1 6654 0,1678 0 1051
) ] AGER 0.14R7 0 976
“ n £GHR n,1358 0 8391
s n A56R Ne1240 0 814
~ 0 6456 0.1133 0 731
- " FS6R 0.103 0 679
o " ASEQ 040945 n qZn
56 P NBAJ 0 S66

A cuSe 0N, NTRAR 0 SnR

A £ EhA 0.0710 n 472

i FLan N NB6R7 0 43)

-0 H . #5a0 NgNANG =545 194

27545 PRI T7A

FERCET TAGF S o«



‘ROI PHILLIPINK RURAL FLECTE

YEAR

INVESTMENT

2002
8007
661
527
6850
Se»
574
399
I3k
33k
336

OrRCF- . TAGF

[<

RETURN

7o

3N
L4Ee
570
710
843
9715
1118
. 249
1388
1522
1522
1527
1522
152>
122
1522
1922
1522
1522
1522
1522
152>
16822
1622
1572
1522
1820
](‘429
V22
1522

FACTOR

1.0000
0.9302
0.8653
0.8050
0.7488
0.6966
0.6480
0.6028
0.56n7
0.5216
044852
0.4513
04199
03506
0.,3633
0.33R0
0e3isds
0.2925
0:.2720
N.2531
0.235%
N.2190
Na.2077
n.1895
Na17A3
0.157S
Nei1419
N.1320
Ne177R
N.114?
Na10A3

iC LOAN = MORESCO (IN THOUSANDS)

ADJUSTED
INVESTMENT

2062
7448
571
424
486
363
an

240
188
175
163
151
0

NDDDD-DOOOOOOOOOOOOC

!
(K]

12727n

TABLE 5

ADJUSTED
“RETURN

269
359
426
494
S46
587
625
651
673
686
639
594
552
514
478
445
414
385
358
333 .
31n
288
268
249
°3?
215
200
186
173
161

12310



ROI PHILLTPINE RUPAL ELECTRIC LOAN -

YEAR

Yt et gt P et P P Y b et
ODIOINAIAAPLWNDODNIAPFWN -

NNV
hVIE I =]

n NN
gy & w

N VN
x ~ 3

29
3n
N
37

TOT sl

INVESTrMFNT

3651
14602
686
539
399
399
3900
3G9
399
399
399
299

2O D DMDDDIIDIIIODIODO

>

-6534

PERCF AT AGF

RETURN

0

0
729
B3e
876
90
933
1246
1294
1540
1397
- 1451
1451
1451
145)
14
149]
1451
1451
1491
1451
1451
1451
1451
1491
1451
149
165
145
T4
141
1451

1S 4,9

VR=ZSCO (IN THOUSANDS)

FACTOR

1.0000
0.9569
0+9157
0.8763
G.8386
0.8025
Ne 7679
0.7348
0,7032
0.6729
0,6439
0.6162
0.5897
05643
05400
0.5167
0N,494585
0.4732
0.4528

- 044333

0.4146
0.3968
0.3797
Ne3634
03477
0.3327
De.31R4
0.3047
Ne?2916
Ne2790
~, 26070
N e 2565

ADJUSTED
INVESTMENT

3651
13973
624
472

334,
320
306
2683
289
268
256
245
0

DODDODODO0OODDVDIDDODOOO

=115

o ¢

198¢€R

TABLE 6

ADJUSTED
RETURN

665
732
734
725
716
915
911
1036
899
894
855
818
783
749
717
686
657
628
601
575
5510
927
S04
48?7
.62
42
423
404
387
370

19846



S481C COST DuTh _IT0CCS NORTE FEASIBILITY STUDY TABLT T
Constiuction Period ! ’ : T -
Cost r 1.t Yr, e Znd Y& Srd o LOTAL
Km [ s r ¥ fF I 5 i P iR TS Fi i S F 3w T 3 F T
i f ; ! { ' - ! r
#3/0 - 3@ line 44 91,080 f 210,380¢ - -7 - ;- - - - - - i 46 91,080 380,380
i | E
#1/0 - 3/8 line - 13.5] 23,477 107,433! - -y - - - - - - i 13,8 23,477 107,433
#2 - 39 line 10.0] 13,000 70,679 8 17,400 | 56,536 10 13,060 | 76,670 10 13,000 ! 70,670 ¢ ag | 49,400 * 262,546
i
!
f
#3/0 VP 1ine - - - 20 la1,400 '172 G0 - - - - - 20 41,400 ; 172,200
#4 - 19 line T 20 9,380 87,540] 5 { 2,345 : 21,885 22 , 10,318 | ug,20: iz 5,626 E 52,524 r 59 27,671 | 258,243
Secondary 12 8,160 58,474, 3 | 2,040 : 14,601 i3 ’ 8,840 | 53,271 7 4,760 | 34,069 | 35 23,80C 176,345
' 1
s ; ! |
Secondary U,B. 28 7,336 20,804y 7 { 1,82 { 5,201 | 30 ! 7,860 | 22,290 16 4,192, 11,5881 s: 21,222 60,182
; .
Services & trans. 2,44d 109,800 - ls11 i27,495 | - 2,574 115,920 - 1,377 61,965; - | :.004 315,180 -
Sectionalizing 9 2,169 1,350, 2 482 1,300 - - - - - ; - ; 11 2,651 2,650
{ ; !
i . ! =
Street Lights 172 6.020 s,eoo! 43} 1,505 2,150 ,; 167 | 5,845, 8,350 | 77 ; 2,695 3,850; 459 15,065 22,850
: ' B .
Substations (in=1. | : . ' [ i i
engr) - | 280,000 303,000 - - - - | - - - - i - ' 280,000 ! 303,000
' : ' N v ! '
Sub-Total - | 550,422 11,038,181: - |87,501 274,573 | - f 161,7832 260,875 1 -~ 92,240} 173,001' - ! 591,046 . 1,746,630
N : R I
ADJ for location : ; i : : i : :
(1.03) - | 566,935.1,069,326! - 190,126 282,810 [ - ! 166,636! 268,701 | - | 95,007 178,191/ ' 918,704 i 1,799,028
H B . H H ' H i
H t . | B ' . !
R/W Clearing 28 - |} 28,0000 9 - 9,000 | 11 : - I 11,000 7 - 7,000{ 55 ! - 55,000
; X i : ; : i | : i
Engineering @ 6% - - 160,964, -1 - 54,250 | - 1 L i ggaes | - - ! s4,0000 - | - {358,988
(exc. subg.) i ’ ; l ! . : | 1 !
! ! i ' : ,
General Plant ; ' ] ; | . ) :
lincl. engr.) = {138,300 | 1,60,0060 -! . i . | - - i - 4 - - -+ ~ . __ 138,300 1,080,000
' H | : !
TOTALS 705,235 ;2,338,290 :90,126[346 030 ‘ | 166,636 368,565 ] ' 95,007, 240,131 1,057,004 3,293,016
i 1 H : i 1




I10COS NORTE
PLANT ITAHVESTMENIS & OPERATING EXPENSES

(PESOS IN 1000'S)

TABLE &

?Constr.: Planning Year
ltem JPeriod . 3 0 2 v 3 v 4 5__' & ' 7_' _§ ' o ot 50 ' 31t Yzt 33t 4 v
CUMJLATIVE PLANT INVESTMENT )
Plant Beginning of Year " - "12,h72 '14,762 ' 18,159 ' 20,457 '21,562 '23,5t3 '25,.44 '28,386 '140,£95 ' % 458 ' 30 502'41,008 ' 2,16 '43,22Z 44,330
[0 T 1 T 3 q [ v T B 7 T [ 1 0 v
Investment During Year * 112,109 + 1,860 + 2,868 + 1,702 ¢ 1,105 « 1,981 . 2,201 » 2,542 . 2,2 vt 3,701 ¢ 5,446 4« 1,106+ 1,108+ 1,106 +« 1,108 « 1,108
1] H L] L} L} 1] 1] 1] L 1 v L} 1] 1 1 1
Plant End of Year #¥ 112,472 114,762 112,159 | 20,457 ! 21,362 123,543 125,744 (23,285 130,495 134,456 | 39,902 } 41,005} L, 116! 43,222 144,330 145,438
COST OF POWER
KWH Purchased (1000's) : L 2,529 ' 5,065 : 6,923 : 8,749 : 10,515'12,571 : 6,785 20,256 '24,586 ' 29,407 ' 30,447 33,107' 35,77 '38,524 ‘47,228
2 1 1 i 1 1 1] L. ' § 1
Average Cost/KWH (P) : , 0951 , .0953 ., .095% . .0954 , .0955 , .0973 . .0992 ..1012 ., .1032 . .105 . .107G . .1098 . L1120 . L1142 | .1164
" ) 1 L} 1 ] 1 L} 1 1] ] t + ' ) )
Cost of Power H ' 21 i 483 % 660 1§35 | 1,034 11,320 ! 1,665 142,050 $2,537 1 3,100 1 3,275 1 3,635 1 4,004 1 4,392 14,799
OTHER OPERATING EXPENSES
. : . R " . , . . \ . . . . . .
0&M as % of Plant ' ‘45 ' 45 ' 55 ' 55 ' s ' .ys ' .75 ' 7> ' es ' .85 ' 95 '.95 ' 1.05 ' 1.05' 1.05
t T 3 ] AI [] T 1 [ 1 O ) ] 1 i ]
0&M Expense ! Y66 ' 82 ' 113 ' 119 ' 153 ' 167 ' 212 ' 229 ' 292 ' 393 1 390 ' 400 ' 454 ' 465 ' 477
1 ] [] [ [] t L} 1 L] [ 1 1 [ 1’ 1] [
General & Admin (P/consumerh [ 40 ) 40 ' 41 ' 41 ' a2 42 K v 43 v 44 ' 44 45 1 45 ' 46 [ 46 47
G r 1 & mi . Ex 1] 1 1 1 1 L] 1] 1 t L] L] t 1]
enera n. Lxpenses 131 ¢ 240 306 ' 348 ‘403 ' 482 ' 579 * 642 ' g2l ' 397 ' 959 1,001 * 1,065 * 1,108 ' 1,175
1 1] 1 ) s 1 T 1 1] 1] t L] L} t t ’
Depr. as % of Total Plant) | i I i i i ! 1 i ' ! H i 1 | 1
] 1] 1) 1 1 1 1 (] 1] ] ] 1 ] ] ] (] 1]
End of Year ) ! v 3 '3 ’ 3 v 3 o3 v 3 ot 3 vo3 v o3 ' 3.0+ 3 + 3 v 3 vt 3 v 3
1] L] 1 * 1 ] 1] L} t L} t t ] L] 1 1
Depreciation ' voa43 o+ 545 v 616 v 647 v 706 v 772 v B4 v+ 915 ¢ 1,024 ¢ 1,197 v 1,230 s 1,263 1 1,297 ¢ 1,330 + 1,363

* Includes Escalation & Contingencies

** Includes Interest at 37 thru ycar 3.



ILOCCS NORTE TABLE G, Pege 1 of 2
TUTAL SYSTEM REVENUES
(IN PES0S)

Iten _;‘ i
Irrigation Pumps '
1. Average KWH/Consumer/Mo. ‘1,417 17
2. _Average Revenue/Consumer/Mc. L] 1
3. Annual Revenue/Consumer P 2,88 51
4. Number of Consuamers S ‘135 C
5. Annual Reveaue (P2C0) 276 3

Security Lights
RECUIILY JEQtS

. Averape KWH/Ccnsumer/io. '
r=1

. _Average Revenuc/Coausumer/to, !

. dumber of Consumers

1

2

3. Annual Revenue/Consumer
4

5

[

- Annual Revenue {7000)

RICIRI Y

Large Commercials

1. Average KWil/Consumer/M-. ' ) 20,250 110,500 v 1 e 11,5007 11.50G11

2. Average Revenue/Consumer/lio, T T N S N 5L 4,7

3. Annual Revenie/Consumer ' 28,704 '2%,808 VA0 AT Ll 7407 22,%8'" i '
4. Number of Consumers ! ' 31 ' 35 ' 38 H2 Y [

5. Annual Revenue (2000) ' "890 AP ' 1,175Y 1,333°7 1,46€"

Tomestic R

1. Average Kill/Constmer/Mo. S N T R Y R R R T R S 23 ' 76 ' 79

2. Average Revenue/Consumer/ik, ! 9 ' g.,a 10,85 112,09 Y1307 V16 88 ' 16.43 18,60 'Z0.15 ' 21.70 ' 22.63 ' 33.56 ° 24,49

3.  Annual Revenue/Consumer ' 107.88 '119.C4 t .20 "iL5,08 V154,26 '178.56 '197.16  '223.2C '741.50 ‘260,40 '271.56 1282.72 '293.86 '3

4, Number of Consumers ' 2,818 ' 5,200 ' D.484 T 7,350 ' 8,778 ‘19,096 '11,844 ‘13,166 *16,629 '18,103  '18,953 '19,803 '20,653 '2

5. Annual Revenue (2000) ' 306 ' g2 ' 844 ' 1,072 ' 1,309 ! 1,803 ' 2,335 ' 2,934 ¢ 4,021 ' 4,714 V5147 ¢ 5,599 ' 6,070 ' 6,559




TAELE 9, rage of 2
PLANYINGCG YTEAR
O v T 0 T [ . [ ] - ) '

ITEH , ! t a5 6 g w2, 1w g R R T
Small Commercials : : : ,' : : ,‘ ,I : : : :
1. Average KWH/Consumer/Mo. ' 172 ' ' ' ' ' 240 267 v 250 450 v 250, 255 . 260
2. Average Revenue/Consumer/Ho. r 48 i ¢ ' ' (RN 6w ! 70 70 ¢t 71 ¢ 71’ 73
3. Average Revenue/Consumer ' 578 ! ! ' 806 ' 3] to.8un 83g 8§57 ' &57 £74
4. Number of Consumers ' 133 ! ' ! 521" 373 ' 561 603 ! £1s ¢! Pl 639
5. Annual Revenue (P000) ! 77 ' 420 481 ' Z9¢ 537 ! 527 ¢ 537 ¢ 558
Public Buildings
l. Average KWH/ Consumer/Mo. ! ' n3 , ¢, 153, 1i9 128« 13z 120 167 147 147
2. “Average Revenue/Consume:r 7o, v AT T3 TS 33 [ 2> (A [ [N A}
3. Annual Revenui Consumer : Ctn 3 537, 331 366 o S62 T <7 562
4. Number of Consumers ' ' Sl 305 555 o 34 v 543 543, 565 543 543
5. __Annual Revenue (F000) ! ' 92 ' U8 145 22: 275 ' 288 207 ! 305 312 316
Revenue Summary - All Sources (P000)
1. Irrigation Pumps 35 463 491
2. Street Lights 43 29N 238 248
3. Llarge Commercials 57 1,623 1,737
4. Domestie 304 6,555 7,068
5. _Small Commcrcials 7 537 558
6. Public Buildings 24 ! 312 316
7. Total Operating Revenue 540 ! L85 9.732 '10,418
8. Inflation Pcss Thru Factor 1.20 1.29 1,32
9. Adjusted Tot_al Operating Revenue 540 12,354 3,752

Rate Assumptions (P/KH)

1. Irrigation Wells P17

2. Security Lights .30

3. Large Commercials .23

4. Domestic .31 Totals may not add up cue to rounding.

5. Small Commercials .28

6. Tublic Buildings .33
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TABLE 1

Comparative Cost Analysis of Kerosene vs, Electric Lightingl/

Kerosene Lighting Costs (#/yr.)

Keroi7neg/ : 172
Wick l
Capital Costs—/ ' 17

Total Costs/yr. 197

Electric Lighting Costs (Z/yr.)

Electricity? 6
Incandescentq?71b~/ L -

Capital Costs L5

“‘otal Costs/yr. 55

Cost Reduction/House (#/yr.) 4 142

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

2/ 138 liters/yr. at ® 1.25/1iter (pre-tex)

3/ 1 wick/mo. &t ¥ 0,70/wick

E/ A kerosene lamp costs ¥ 35.00 and lasts for 3 years. Interest
rate assumed at 15%.

5/ 18 KWH at # 0.31/KWH

§/ Costs ¥ 2,00 and lasts for 200 days assuming 5 hours daily use,

Z/ Annual depreciation of house wiring (2 250/house) equivalent to

3%. Interest rate assumed at 15%.



TABLE &

Compara.tive Cost Ana._l_zsi‘s of Self-(ienerated F.lectricitz
vs. Coop-Provided Electricity (Large Commercials

gelf-Generated Electricity (f/yr.)

Energy Costsy ' 33,780
Maintenance 1,125
Capital Costsy 9,375
Total Costs/yr. Lk, 280
Cost/XWH 0.61

Coop-Provided Electricity (fyr.)

Cost/KWH 4 0.23

Cost Reduction - 62%

:_L_/ : Large commercials jnclude industries with a minimum load of
25 KW.
2/ op:rating full loed for 8 hrs./day. Assumes .712 liters/KWH

and Z 0.65/1iter (pre-tex).

3/ A ?5 KW diesel generator costs # 37,500. Assumed depreciation
and interest rates are 10% and 15%, respectively.



_ TABLE 3
Comparative Cost Analysis of Diesel vs. Electric Pump Trrigation

Diesel Pump Irrigation:

(a) 10 HP (H/yr.)

/ Energy costsl/ 5,460
Capital Costs2/ 22500
' ‘"otal Costs/yr. 7,660
Cost /KWH 2 0.66

(b) 20 HP (#/yr.)
Energy Costsé/ 10,920
Capital Costsg/ 5,000
Total Costs/yr. 15,920
Cost/KWH 2 0,66

Electric Pump Irrigation:

(a) 10 HY (2/yr.)
Energy Costsy 2,040
Capital Costsé/ 1,576
Total Costs/yr. 3,616
Cost /KWH Z 0.30

(b) 20 HP (2/yr.)
Energy Costsd/ 4,080
Capital Costsé/ 2,800
Total Costs/yr. 6,880
Cost/KWH 2 0.29

Cost Reduction - 549

1/ 12,000 KWH/yr. at .7 liters/KWH end # 0.65/liter (pre-tax).

g/ A 10 HP and 20 HP diesel pump costs # 10,000 and ® 20,000, respectively.
Appreciation and lnterest rates are assumed at 10% and 15%, respectively.

3/ 2k ,000 KWH/yr. &t .7 liters/KWH and B 0.65/liter (pre~tax).

4/ 12,000 M/w. at Z 0.17/KwH.

2/ A 10 HP and 20 HP electric pump costs Z 5,250 and & 9,450, reopectively.

Assumed depreciation rates for the electric motor and pump are 2074 und
10%, respectively. The intecrest rate is assumed at 15%.

24,000 KWH/yr. at 2 0.17 KWH.

AN



TABLE L
I1.OCOS NORTE

Pesos (000)

. Cost Savings from Rural Electrification

Large Total Cc-it
Domestic-lj Commerc ia.ls-zj Irrigationy Savings

Year

0 - - - -
1 hoo . ok 73 567
2 739 233 b7 1,119
3 921 356 . 220 1,497
4 1,049 523 294 1,866
5 1,190 667 ' 367 2,224
6 1,43 871 hh1 2,7h46
7 1,682 1,040 51k . 3,236
8 1,870 1,26k 588 3,722
9 2,361 1,470 661 Lhoe
10 2,571 1,72k 73k 5,029
11 2,691 1,941 79 5,428
12 2,812 2,202 857 5,871
13 2,933 2,h21 918 6,272
1 3,053 2,681 979 6,713
15 3,17h 2,869 1,041 7,084
16-30 3,17k 2,869 1,041 7,084
1/ ¥ 142 (cost savings/house) x No. of houses

2/ 2 0.38 (cost savings/KWH) x Total KWH/yr.

3/ 2 0.36 (cost savings/KWH) x Total KWH/yr.

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



otal nefit
Sales revenue
Cost savings
Domestic

Large Commercials
Irrigation

Total Costs

Capital costs

Current costs
Power costs
Operating and
Maintenance
Genaral and
Administrative

Bet Benefits

PROJECTED BENTLITH AND COSTs,
in thousand pegsos)

Table 5

ILOCGS NCRAE SUB-PRUJLCT

0 1 2 3 A 5 € 7 8 o 10 i1 12 13 14 15 16-30
- 1,107 2,221 3,041 3865 4. 712 6,097 7,537 9,097 11552 13,502 14,812 10,23% 17.741 19,767 _20.826  20.836
- 360 1,102 1,544 7,599 495 3,351 4,300 75375 7,070 " £473 9,384 10 366 11,469 12,554 13,722 13,752
- 267 1,119 1,497 1866 2.724 2,746 3,236 727 4. 402 5,029 3,42 5g: L2272 6,713 7,084 7,084
- 490 Y337 921 1,39 3.190 L4346 1,662 77 70 T e 4,681 2,817 72,9337 3.553 3,174 73,174
- % 233 356 523 sy gy 1,%0 1 .64 4 951 2,200 2,271 2)e8: 2,869 2,869
- 3 W7 2200 236 387 44 514 seg 79¢ 857 918 279 1,041 1,041
12,100 2,298 3,673 2,781 2.407 3,547 4,170 4,398 5.1a¢ 517 2231 6,144 5,629 7.080 7,555 6,451
12,109 1,860 2,568 1,702 1.10% 1,912,200 72,547 2,265 " 3.961 1,106 1,108 1,106 1,108 1,188 -
- 438 805 1,079 1,302 1.560 1,269 2,456 2,921 3651 4 336 <.825 5,036 5.523 5972 6,451 6,451
- 281 48377560 835 1,004 1,320 1,665 2,050 2,537 3,100 3,276 3,635 4.004 4,399 4,799 4,799
- 66 82 113 119 153 167 o1a 229 293 n 390 400 454 465 477 477
- 131 240 306 348 403 40 579 642 821 897 959 1,001 1,065 1,108 1,175 1,175
12,109 -1,191 -1,452 260 1.458 1,178 1,927 2,539 3,967 3.950 3,720 9,081 10,093 11.112 12,187 13,277 14,185



http:2.7.4.38

Table €

COMPUTATION OF BEREFIT COST RATIO, ILOCOS NCRTE SUR~PPOJECT

Discount Facter

Year Benefics Cozts (152) Liscounted Benefits Discounted Coets
0 - 12,109 1.000
1 1,107 2,298 370
2 2,221 3,673 . 756
-3 3,041 2,781 .658
4 3,865 2,407 .572
S 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 2,782 «247
11 - 14,812 5,721 .215
12 16,237 6,144 .187
13 17,741 6,629 .162
% 19,267 7,080 141
15 20,836 7,559 .123
16-30 20,836 l/ 6,451 Lj <718
30 10,788 2/ .015
’ 53,770 " 41,804

1/ Assumed at same level from 16th-30th year.

2/ Salvage value at 30th year.

Senefit - Cost Ratio (157 Discount Rate) = 1.29



Table 7

COMPUTATICN CF INTERNAL RATE OF RETURN, ILOCOS NORTE SUB=-PROJECT

Discount Factor

- Year Net Benefits 207 Present Value
0 -12,109 1.000
1 -1,191 .833
2 -1,452 694
3 260 <579
4 1,458 482
-5 1,178 402
6 1,927 335
7 2,539 .279
8 3,967 .232
9 3,950 .194
10 3,720 .162
11 9,081 .134
12 10,093 .112
13 11,112 .093
14 12,187 .078
‘15 13,277 .065
16-30 14,385 1/ .304
30 10,788 2/ .004
+72
( 472
IRR - .2+ .01 ( 472+984) « 20.32%

1/ Assumed at same level from 16th-30th year.

2/ Ssalvage value at 30th year.

Discount Factor
217

1.000
.826
.683
.564
.466
.386
.319
.263
.218
.180
.149
.123
.102
.084
.069
.057
.257
.003

Eresent Value

=984



ANNEX XV I

U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT
Manils, Philippines

Ramon Magsaysay Center
1680 Roxas Boulevard Telephone: 59-80-11

CERTIFICATION PURSUANT TO SECTION 611(e)
OF THE FOREIGN ASSISTANCE ACT OF 1961, AS AMENDED

I, THOMAS C. NIBIOCK, the principal officer of the Agency
for International Development in the Philippines, having taken
into accovnt, among other things, the mainterance and utiliza-
tion of projects in the Philippines praviously financcd or
assisted by the United States, do hereby certify the:, in oy
Jjudgment, the Philippines has both the financial capability
and the \wman resources capability to effectively maintain and
utilize the proposed Rural Electrification Loan.

This judgment is based upon the ptoject.analysis a8 detailed
in Philippines Rural Electrification-II Capital Assistance Loan
Paper and is subject to the conditions imposed therein.

T

Thomas C. Niblock, ®*Director
VEnl/Philyippines

MAY 9 1974

Date

s




_ . ANNEX XVII
Canggapan ng Pangulo ng Pilipinag
(OFFICE OF THE PRESIDENT OF THE PHILIPPINES)

May 9, 1974

Mr. Thomas C. Niblock
Director
United States Agency for .
International Development
Ramon Magsaysay Center
 Roxas Boulevard .
Manila

8inr:

Reference is made to the National Electrification Program
which seeks to establish an additional ten to fifteen cooperatives
throughout the countxy dtmirg__t}le;_ period 1974 to 1976. The cost
of these mmal electric cooperatives is estimateq at P254.0
million ($38.2 million), of which approximately 43% (¥110.50

" million) will be peso costs and 57%($22 million) will be foreign
_eschange costs.

The National Electrification Administration {NEA) wishes

to apply, through the National Economic and Development Authority,
for a $20 million USAID Development lcan to finance the above-
mentioned foreign exchange costs of this segment of the electri~
fication progrem. With USAID's approval, the proceeds of this
loan will be used primarily for the procurement of electrification
equipment and materials, from countries liste: in AID Geographical
Area Code 941 as well as from the host ccuntey, 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 interest retes of 2% during
the grace period and 3% during the remaining 30 vears.

In connection with this loan, we would like to make ‘the
following 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 program
on a timely basis.

2. ‘That GOP will absorb any " maintenance of foreign
* exchange valus " risks in behalf of NEA and the
rural electric cooperatives.



ANNEX XVII

We are certain that you are fully informed of the present
status of and the requirements for the implementation of the
electrification progrem.

We therefore request your assistance in obtaining the loan

mentioned above. This loan is necessary for the full implementation
of our electrification program, and your assistance in this regard

will be a vital factor.
Very truly yours,

By Authority of the President:

ecutive Secretary



AID 1240-2 (5-74)

BASIC AUTHORITY

L.

ANNEX XVIII

CHECKLIST OF STATUTORY CRITERIA

FAA 8 103; 8 104; § 105"

8 106; 8§ 107. Is loan being made

a, for agrioulture, ruval devel-
opment or nutrition;

b, for population planning or health;

¢. for educati
tratian;

d. to solve ec
developrent pro
“transportation,
development, an

on, publie adminis-

or human resources development;

onomic and soeial

blems in fiz2lds such asg
power, induatry, urban
d export development;

. a L]

This loan will contri-

bute to the factors that
allgzia@gﬁstarvation,
hunger, and malnutrition
by providing elactrie DovEr
to icrigation systems vhich
will enable the farmers to
increase crop production.
Also by providing electric

. power the project will

Not

N.A.

N'A.

encourage and dircctly con-
tribute to the development
of cottage industry and
therefore enhance the Co=-op
members' capecity for seif-
help.

Applicable (N.A.)



AID 1240-2 (5~74)

e. 1in support of the general
economy of the recipient
country or for development
programs conducted by private
or international organtza-
tions,

COUNTRY PERFORMANCE

Progress Towarda Country Goala

2. Faa 8201 (b) (5), (7) & (8); B 208

A. Desgeribe extent to whioh
country ig:

(1) Making appropriata efforts
to inoredse food production
and improve means for food
etorage and diatribution.

(2) Creating a favorable cli-
mate for foreign and domeatic

private entarprige and
itnvestment. '

. 'N.A"

(1)

ANNEX XVIII

Tood production is top
priority of Marcos Admini-
stration with goal of
achieving selr’-sufficiency
in rice end corn and
accelerated yroduction of
Livestock, pordtry, rish,
fruits and vegetables.
Plans for expanded ware-
housing and distribution of
the increcaesed output of
grains are being prepared
and carried out with nelp
Irom IBED loan. :

(2) see FAA 620(e)(1) below.



-3-
AID 1240-2 (5-74)
(3) Increasing the public's
role in the developmental
process.
(4) (a) Allocating available (a)

budgetary resources to
development.

(b) Diverting such resources
for unnecessary military
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
political reforms such as tax
collection improvements and
changes in land tenure arrange-
ments, and making progress toward
regpect for the rule of law, freedom
of expression and of the press, and
recognizing the importance of
individual freedom, initiative, and
private enterprise.

ANNEX XVIII

The four-year agriculture program is
increasing the productive capability
of Philippine farmers. The Depart-
ment for Local Government and Com-
munity Development carries out pro-
grams at the harrio (village) level
throughout the Philippines, A
Decemtralization Act providing more
autonomy to tlie Province was enacted
in 1967. The Provincial Development
Assistance Program is operating in
seventeen provinces.

Additionally, ir an attempt to re-
distribute income and raise the rural
standard of living, the GOP has
recently embarked upon an agressive
land reform progrem, and is well under
way ith a country-wide rural
electrification program.

More than TO percent cf the national
budget is allocated to social and
economic development. One-icurth of
the budget goes to education, nearly
10 percent to agriculture and natural
resources, and almost 20 percent to
transportation and communications.

(b) Less than 15 percent of the budget

goes for national defense.

The GOP, ever sinc: its establishment
as an independent nation in 1946, has
patterned its goverrment after that of
the United States, adopting the seme
democratic principles and strongly
supporting a fre2 and oren sceiety.

On Sept. 22, 1272 President Marcos,
citing a serious threat to their system
from both the extreme lelt =ud righi,
invoked martial law aud, rucing Ly
decree, ordered an sccclergted
implementation of essential reformg



=l ANNEX XVIII

long needed to improve the efficiency
of the govermment, to reduce wide- .
spread crime and corruption, to speed
development efforts aimed primarily
at improving the zocicl and econamic
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
stabllization 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 project
to the project or program. i1s a local currency cost which hag
been pledged at the Presidential
level, .
(7) Otherwise responding to the (7) As a result of the disastrous summer
vital economic, political, and of 1972 floods, the Marcos Admini-
soclal concerns of its people, stration has embarked on a large scale
and demonstrating a clear deter=- reconstruction program with the help
mination to take effective self- of USATI:. This program is directly
help meacures., meeting the needs of the devastated

comunities 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 taken into account B. Yes.
in the furnishing of the subject
assistance?

Treatment of U.S. Citizens and Firms

3. FAA B 620(c). If assistance is to No.

government, 1s the govermment lisble

as debtor or unconditional guarantor
on any debt tc a U.S,. citizen for goods
or services furnished or ordered where
(a) such citizen has exhausted avail-
able legal remedies and (b) debt is

not denied or contested by such
government ?




k. FaA B 620(e)(1). If assistance

is to a government, has it
(including government agencies

or subdivisicns) taken any action
which has the effect of
nationalizing, expropriating,

or otherwise seizing ownership

or control of property of U.S.
citizens or enhities beneficlally
owned by them without taking steps
to discharge its obligations toward
such citizens or entities?

ANNEX XVIII

The Parity Amendment, an Ordinance

appended to the Philippine
Constitutlon on March 12, 1947,
and effective by its terms until
July 3, 1974, permitted U.S.
cltizens, as distinguished 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 being appealed,
has held that the right of U.S.
cltizens to acquire and hold such
property and to operate utilitieg
will expire on July 3, 197L. The
GOP and U.S. Embassy are currently
negotiating on this point. At
present there is no indication
that the GOP contemplates any

acl contravening FAA £ 620(c)(1).
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5. FAA 8 830(0); Fishermen's 5. N.A.

Protective Aagt., 8 5. If ocountry
hae seirsed, or tmposved any penalty
or ganction against, any U.S,
‘Fishing vessel on account of its
fishing activities in international
wvateres,

a. has any deduction required by
Fishermaen's Protective Aot been

made ?

b. has complete denial .of
asgietance been considered by
A.I.D. Adminietrator?

Ralations with U.S. Government and
Other Nations

6. FAA 8 620(a). Does recipient 6. No.

country furnish assintance to
Cuba or fail to take appro-
priate eteps to prevent ships
or aitroraft under itea flag
SFrom carrying cargoee to or
from Cuba? S




AID 1246.-2 (5-794)

7.

lo0,

Ll

raa 8 62¢ii), If assistance
18 to a governmant, has the
Seerctary of State determined
that it ie not controlled by
the international Communist
movement?

FAA & 620(d). If aesistance is
for cny productive enterprise
whioch will compete in the United
States with United States enter-
prise, i8 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?

FAA @} 620(f). Is recipient country
a Commuriiat country?

FAA 8 62071). .Ia rccipient country 10-
1n any way involved in (a) subver-

sion of, or military aggreasion
againat, the United States or any
country receiving U.S. asaistance,

or (b) the planning of euoh sub-
version or aggresaion?

FAA 8 620(j). Has the country 11.
permitted, or failed to take
adequate measures to pravent,

the damage or deslruction, by
mnob aetion, of U.S. property?

ANNEX XVIII

N.A.

No.

No. |

The GOP has taken all
reasonable measires to
protect U.S. property.

On infrequent cccaszion
when damage has occurred,
proper compensation hags

been made without daelsy.
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12,

l’.

4.

15,

16

roq 8 620(1). If the country
hgu Feticd to inotitute the -
irhvestmen. ruaranty program

for the speciyis ricks of
expropriation, tn convert-
ibility or oonfiscation, has

the A.I.D. administration within
the paat year considered denying
asgigtance to suoh governmment
for thies reason? o

FAA 8 620(n). Does recipient
gountry furnish goods to North
Viet-Nam or permit ships o»r
airaraft under ite flag to
earry cargoes to or from North
VietiNam?

FAA 8 620(q). Is the governmant
of the recipient country in

default on interest or principal.

of any A.I.D. loan to the
eountry?

FAA 8 620(t). Haa the country
scvered diplomatic relations
with the United Stateg? If so,
have they been resumed and
have new bilateral assistance
agreements been negotiated and

enterad into eince such resumption?

FAA_§ 620(u). What is the pay- |

ment atatue of the country's U.N.
obligatione? If the country is
in arreare, were such arrearages
taken into account by the A.I.D.
Adminiastrator in determining the
current A.I,D. Operational Year
Budget?

1z.

13.

1L,

1s5.

16.

ANNEX XVIII

N.A.

No.

No.

No.

The Philippines is not in
default with respect to
its dues, assessments or
other obligations to the
‘U.S. The Loan Agreement
and disbursement pro-
cedures will ensurc that

~ loan funds are not used
for payment of U.N.
obligations.
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17,

18

FAA & 481. Has the governmment of
rccrraen® country failed to take
adequate sicpa to prevent narcotic
drugs and other .ontrolled sub-
stances (as definad by the Compre-
hensive Drug Abuce Prevention and
Control Aet of 1970) produced or
processed, in whole or in part, in
such country, or transported
through such country, from being
sold illegally within the juris-
diction of such aountiry to U.S.
Government pergonnel or their
dependenta, or from entering the
U.S. unlawfully?

FAA, 1973 8 29. If (a) military
base is located in recipient
country, and was consirucied or
18 being maintained or operated
with funds furnished by U.S., and
(b) U.S. personnel carry out
military operationa from such
base, has the President deter-
mined that the govermment of
recipient country has authoriaed
regular acceas to U.S. ocorres-
pondents to such base?

Military Expenditures

~Zg .

FAA 8 620(8). What percentage of
country budget is for military
expenditurse? How much of foreign
exohange recaources spent on mili-
tary equipment? How much spent fop
the purchase of sophisticated
weaponc systema? (Consideration
of thece points ia to be coor-
dinated with the Bureau for
Program and Policy Coordination,
Regional Coordinators and Military
Assistance Staff (PPC/RC).)

ANNEX XVIII

17. No.

18. . ~ ‘o :
Yes. (Presidential Determina-
Fion No. 74-14 Qated 1/20/74).

19.

Annuzl deferise Qudgets avercge
less' than 157 of .the national’
budget. . Approximately nne-
third of this emount is for
maintenence of pezce and order.
“Philippine foreign exchange
resources used to acgquire
imilitary equipment ere negli-
‘glble., We know 'of no diversion
of- either developnent assis~
tance or of PL 480 sales to
military expeaditures, - V¢ sre
not zuare of any diversion.of

hwilippine resources for unoe-
. cessary militari expenditures,


http:diversion,.of
http:Tcci-.'.cn
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CONDITIONS OF TRE LUAM

Genaral Soundnass

20.

22,

23,

28,

FAA 8§ 201(d). Information und
conclusion on reasonableness
and legality (under laws of
country and the United States)
of lending and relending terme
of the loan., * ' - ' ‘

FAA 8§ 201(b)(2); § 201(e)

Information and concluston on
activity's economio and
technical goundness. If loan
i8 not made pursuant to a
multilateral plan, and the
amount of the loan exceeds
8100,000, hae country submitted
to A.I.D. an application for
such funde together with
agsurances to indieate that
funds will be used in an econom-
toally and technically sound
manner? '

FAA §201(b)(2) TInformation and
conclusion on oapacity of the
country to repay the loan,
tnoluding reasonablengos of
repaymant proapects.

FAA 8 201(b)(1) Information and
conclusion on availability of
finaneing from other free-world
sourcco, inoluding private
sourcce within tha United Statas.

ANNEX AVILI.

20. The rate of interest is con-

: s8idered reasonable and repayment
of the loan with interest is
within the financial capability
of the borrower. Interest througt
the grace period will be at the
rate of 2% per annum, and 3%
thereafter. This rate is not
higher than the applicable legal
rate of interest in the ’
Philippines.

21l. All oroject development is
covered by feasibility
studies assuring viability.

22. Chapter V of the CAP indicates
& satisfactory future capacity
on the part of the Philippines to
repay this loan. The GOP is the
borrower and the prospects for
loan repayment are good.

23. Financing is not considered
to be available from other

Sources on terms comparable
to this proposed loan. '
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24.

2.

28.

.11 -

(5-74)

FAA 8 611(a)(1i. Prior to
signing of loan will there be
(a) engineering, financial,

and other plana necessary to
carry out the aseistance and

(b) a reasonably firm eatimate -
of the coat to the United Statees
of the aseletanoe?

FAA B all(al)(2). If further
Tegialative action is required
within reoipient country, what
ig basie for raeasonable expec-
tation that such action will be
gompleted in time to permit
orderly acaoomplishment of
purpose of loan? .

FAA & 8llla).  If loan ie for
Capttal Assiatance, and all

U.S5. aseiastance to project now
ecrceeds 81 million, hae Mission
Direotor certified the country's
capability effectively to
maintain and utiliae the

project?

-~ Loan's Relationship to Achievemant

of Country and Regional Goals

27,

Fas 8 207; § 113

Fztent to which acuigtance
reflaots appropriate emphasie
on: (a) encouraging develop-
ment of demooratic, economic,
political, and goaial inatitutions;
(b) self-halp in meeting the
country's food neede; (c) tm-
proving availahility of trained
manpover in the country;

(d) .programs designaed .to meet
the country's hcalth needs;

ANNEX XVIII

2k, Yes.

25. All legislative authorities
exist.

26. Yes.

iT. (a) The cooperatives to be fcrmed
under the project are non~
politicel organizations directed
by interested citizens in the
community.
(b) The project will permit and
encourage irrigation projects,
thereby helping the Philippines
increase their food production.

(c) N.A.
(d) N.A.
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28,

29.

ae,

32.

(e) other impowtant areae of
cconomie,. politicnl, ~nd soeial
development, ineluding industry;
free labor unions, cooperativas,
and Voluntary Agencies; trans-
portation and communication;
planning and public administration;
urban development, and moderni-
aation of exieting laws; or

(f) integrating women into the
recipient country's national
economy,

FAA 8 209. 1Is project susceptible
of exeocution ae part of regional
project? If so why 18 project not
80 exeouted? o

FAA 8 201(b)(k) Information and
conclusion on activity's relation-
ship to, and consistenocy with,
other development activities, and
its contribution to realisable
long-range objeotives. -

FAA § 201(b)(9) Information and
conalugion on whether or not the
activity ito be financed will
contribute to the achievement of
self-sustaining growth,

FAA 8 209; ‘
Information and conciusion
whether assistance will :
gncourage regional development
programs.-

(e)

(£)

28.

29.

ANNEX XVIIT

Reliable electricity at reason-
able rate is essential to most e
development activities. This
project will have & beneficial
effect on most of the areas of
development mentioned.

N. A.

N.A.

This project is consistent

- with the GOP new society

30.

31.

policy of assisting the
common man.

Improved electric power systems
will contribute to overall
standard of living, increase
individual productivity and
encourage industrial growth.

N.A.
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X2

34

38.

FAA fisection 111. Discuss the

cateal Lo whizh, Lhe loan will strengthen
the participatio., o Lhe nrban and rural
poor in their country's development, and
will assist in the development of
cooperatives which will enable and
encournge greater munbers of poor pedple

to help them;elves toward a better life.

FAA 8§ 201(f). If this is a project loan,
describe lhiow such project will promote
the country's economic devclopment
taking into account the country's human
and material resource requirements and

. the relationship between ultimate ob-

Jjectives of the project and overall

; economic development.

FAA B _281(a). Deaoribe extent to
whion the loan will oontribute to
the objective of assuring maximum

participation in the task of econo-

mic development on the part of the
people of the country, through the
encouragement of demooratio,
private, and loocal governmental
inatitutions,

FAA 8 281(b). Describe extent to
which program vecognises the
partiocular needs, desirea, and
oapanities of the people of the
country.: utilince the country's
intellootual resources to
‘encourage inotitutional devel-
opment; and aupporte oivio
education and training in okille
required for effcetive partioi-
pation in governmental and .
political processce esgsential to
8elf-government,

. 40 < St e ot e o e w5+ e m

e e et .

36,

e
"FAA 5201(b)(3). In what ways does the

activily rive reasonible promise of
contributing to tho Jdevelopment of
economic resources, or to the increase of
productive capacitics? '

32.

33.

3k.

35.

36.

ANNBXY XVITI

This project is specilically
designed to assist in the
development of cooperatives,
Each cooperatiVe will be
governed by its members which
average 10,000 per cocrer-
ative.

This project is directed at
long-range extension of rural ‘
electrification to help ac-
celerate economical social
development.

The cooperatives to be formed
under the project are non-
political organizations
directed by interested citizens
in the communities served.

The program is directed at the
rural population, which com-
prises the majority of tne
country's total population but
has the lowest income evels.

It will provide an opportunity
through membership in cooper-
atives for direct participation
in institutional development and
democratic political processes.

The program will bring economic
povwer to currently unelectrified
areas. This will promote in-
creased agriculturai productivity
and expansion of agriculturnl

business as well as smnll indus-
triel production potentisl in

the rural areas.
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37.

38.

FAA 8 601(a).

Information and

conolusions wnc-har loan will
enoourage efforta of thc country

‘tos

(a) inerease the flow of

international trade; (b) foster
private initiative and competition;

(e)

encourage development and use

of cooperatives, eredit unione,

and
(d)

savinges and loan aaaoaiationa;
disoourage monopolistia

practiccs; (e) improve teohnieal

effiotency of industr

and

commerce; and (f) etrengthen

free labor unions.

FAA 8 619.

If aseistance is for

newly independent country; ie t¢

37.

¥s agrioulture,

furnished through multilatepral
organizations or plans to the
maximum extent appropriate?

Loan's Effeot on U.S. and A.I.D,

Program

39.

= Lo,

EAf 8 201(h)(6)
and
of loan on U,8. economy,

labor surplua,
U.s.

with improving the U.S.
paymente poeition.

FAA 8 200 (u) Tbtal amount
under loan whieh ta
to private enterpriae,

other borrowers for uana
entorprioe,
tmporta from private aourveu,

otherwtnn batng uerd to Sinance

broouvenontn from private novrcea,

39.

Information
conolusion on pooeible effaote
with speotial
referenoc to areas of substantial
and extent to whioh
commoditiea and asstietance are
furnished in a mannep congistent
balance of

of money
going direotly
18 going to
tntermadiate oradit inatitutions op
by private
Lo being waed to Sinanca
or ia

ANNEX XVIII

(a) Only indirectly through promo-
tion of self-sustaining economic
growth; (b) the availability of low
cost power will create more oppor -
tunity for private initiative, see
Section II; (c) the loan is designed
to assist in the establishment of
rural electric ooperatives through-
out the Philippines; (d) not appli-
cable; (e) providing electrical
power where none now exists will
improve the technical efficiency

of rural industry and agriculture,

38. N.A.

The project's output of electrinity
will not compete with or adverrely
affect the U.S. ecdnomy in any
respeet; the services procurrd
will be of U.3. source and wrigin.
Commodity brocurement wili be from
Code 941 countries with - large
percentage expected to ve of U.S,
source and origin,

40. The loan will be channeled
through an intermediate credit
institution for use by newly

created private electrice tooperative,
Commodities and services will be

From privile soupees. : k



- 15 - ANNEX XVIII

AID 2:40-2 (674)

L1,

42,

43,

!"u-

FAA B 60L(L". Information amd  4l. Private enterprise is being
concluston on ~w» the loan will . utilized to the maximum extent
enccurage U.S. privatz trade and practicable under this loan.

tnveatmaent abroad and huvw 1t will
encourage private U.S. partiecipation
in foreign asatstance programe
(including use of private trada
channele and the services of U.S.
private enterprige).

h2, Engineering and other professional

FAaA 8 601(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. iirms
firme and their affiliates urzd or their affiliates. The loan will
to the maximum extent conetste~t not be used to finance the direct
with the national interest? costs of construction.

FAA 8 602. Informatior and 43. Small Business Notification
conoluston whether U,5. small procedures will be utilized.

business will participate
equitably in the fu.nishing of
goody and servicea financed by

the loan,

FAA 8 620(h). Will the loan bh. No. The loan agreement will con-
promote or assiat ti.za Joreign tain implementation control

‘atd projeots or aotivities of prohibiting such use.

the Communiat-BZoo countrias?

FPAA 8 621, If Technical 45. Services financed under thz loan
AaaZatqnoa 18 ftnanaed by the ) will be from private US engineer-
loan, znfoz*matzor:z and conolugion ing firms and other non-governmental
whather guech asntotance will be sources.

furnished to the fulleail extent
practicabla aas goods and profes-
stonal and other services from
rivate enterprige on a contract
asia, If the facilitice of other
Federal agencies will be uttlized,
information and concluaion on
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whether they are particuladrly
suitable, <r: not competitive with
private enterp~iae, and can be

made avatilable wilheut undue
interference with domcatio programs.

Loan'a Complianse with Specifioc Requiremaents

4. FAA 8 llo(a); B 208(e).In what manner has or will the

recipienttgogﬁtry, lplroltgg%e 46, The loan agreement will so
assurances that ib wilil P provide and the planned admin-

at leaet 35% of the coste of . .
the program, project, or acti- 1strat1v_e.: arrangements will
assure it,

vity with reepeoct to which the
Loan 18 to be made?

hy., FAA G 112. Will loan be used 47. No.
to finance police training or
related program in reecipient
country?

48. FAA B 114, Will loan be used to 48. No.
pcy for performance of abortione
or to motivate or coerce peresons
to practice abortione?
o
by, FAA NOL(b). Is the couniry ameng 49. Yes.
the @) countries in which development
loau [meli may be used Lo make loans
in this fisenl yenr?

50. FAA 8 201(:). Is interest rate of loan 50, Yes.
at teast 0p per annwm during grace period
and at least 3% per annum thereafter?

51. FAA B201(f). If this is a project loan, 51. The Philippine private sector
what provisions havc been made for appropri- will supply commodity and con-
ate porticipation by the recipient country's gtruction services for the projects.

privute enterprise? The end recipients of the proposed

. e -

52. FAA §60(a). Will all commodity aldeare in themselves private enter

procurement financed under the 592 ommodi rocurement will be
loan e from the United States . '.C ty p . Wi
limited to AID Geographic Code

except as otherwisc dctermined

by the Dresident? 941, plus the Philippines.

i3, FAA 8 60h (b)  What provision 1s 53. N.A.
made: Lo prevent finuncing
commod ity procurement. in bulk
at prices higher than adjusted
U.8. market pricet
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FAA B 604(i), If the coop~-
ercfing eouni. . Adigeriminates
againat U.S. martiie ingurance
oompaniea, will laan ugraement
require that marine inaurance
be placed in the United States
on commoditieo financed by the

loan?

FAA & 604(e). If offchore procure-
ment of agricultural commodity or
product 18 to be financed, ie -there
provision againat such procurement
when the domecstio price of 8uch
commodity ie leas than parity?

FAA 8 604(f). If'ioan finances a

gommodity tmport program, mill

arrangements be made for supplier
certification to A.I.D. and A.I.D.
approval of commodity as eligible

and auittable?

rFAA 8 808(a). Informaticn on
measnres to be taken to utiliaze
U.S. Govaermment excess parsonal
property in lieu of the proocurement
of new items. :

PAA 8 811(b); App. 8 101l. If

loan finances water or water-
ralated land rasource construction
pro;jcot or program, is there a
benofit-ocost ecmputation made,
tneofar aa praciteable, in
accovdanece with the proaadures

aet fovth in the Memorandum of

the I'reatdent doatod Mop 15, 19627

 ANNEX XVIII

54.'Yes{

55, N.A.

56. N'. .A. .

57. U,S, Government excess
property is being

utilized where practicable in lieu of
new items. A separate procurement
fund for excess acquisition will be
established under the loan.

58. N. A,
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29.

60.

61,

62. Section 30 and 31 of PL 93-189

63.

FAAN & 6ilfc). TIf contracts for
Sonatiuction sre to be financed,
what provigion will be made that
they be let on a competitive basis
to mazimum extent practicable?

FAA 8 612(b): 8 636(h). Describe

atcps taken to assure that, to the
maximum extcnt poseible, the country

ig contributing local currencies to
meet the cost of eontractual and

other services, and foreign currencies
owned by the United States are utilized
to meet the cost of contractual and
other serviges.

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-
tent practicable, however the
Philippines is not an excess
currency country and foreign
currency is not available to be

" utilized in lieu of dollars.

A . ?u)' ZZ3.
acquire currenocy of reetipient country
from non-U.S. Treasury sources when exe
ceso currency of that country is on
deposit in U.S. Treasury?

(FAA ol 1973). .

Will any part of the loan be used to
finance directly or indirectily military
or paramilitary operations by the U.S.
or by foreign forces in or over Leos,
Cambodia, North Vietnam, South Vietnam,
or Thailand?

Section 37 of PL 3 - 180 (FAA of 1973);
App. & 1L,  VillL any part of this loan
be usnd Lo aid or assist gererally or in
{the reconstruetion off North Vietnam?

[$4 . A
FAA ! 612(d) . Does the Uniled States own
exeers roreirn currency and, i so, whul
arrongements have been made for its releuse?

FAA 8 620(p). What provision is there amainst
use ol subject assistance to compensnte owners
for exproprialed or nationalized property?

e ]

will any of toan funds be 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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66.

67.

68,

70.

1.

FAA_8 #20(k). If construction
of proawc*t.iva enterprise, will
aggregale value nf assietance
to be furnished vy +he United
Statees cxcead $100 million?

FAA 8 638(Z). Will any loan funds
be used to finance purchase, long-

term lease, or exckange of motor
vehicle manufactured outeide the
United States, or any guaranty of
such a transaection?

App. 8 103. Will any loan funds be

used to pay pemsions, eto., for
military personnel?

App. 8 105. If loan is for capital

project, 18 there prouigion for

A.I.D, approval of all acontractors

and ocontract terms?
Avp. 8 107. Will any loan fundo
e used to pay UN assesaments?

App. 8 109. Compliance with
regulationy on employment of U.S.

and loecal personnel. (A.I.D.
Regulation 7).

ANNEX XVIII

66. N.A.

67. No.

69, Yes,

70. No.

71. The loan agreement will
so provide,
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72. app, 8 1l0. Will any of loan 72. No.
funds be used to sarry out pro-
viasions of FAA B8 209(d)

73. App. 8 112, Will any of the funds 73. No.
nppropriated ur lecal Currencies generated
a8 & result of AID assistance be used for
support of police or prison construction
end administration in South Vietnam or for

support of police training of South Vietnamese?

Th. AEPL_E.J.l.)i.: Describe how the Committee on 74. Special notification is
Approprisations of the Senate and House have being made,

been or will be notilied concerning the
activity, program, project, country, or
other operation to ba financed by the Loan.

75. App. §_ 6CL. will any loan funds be 1 ied for 75. No.
publicity or Propaganda purposes witl.in the
United States not authorized by Congress?

76. App. 8 60k, Will any of the funds appropriated 76, No,
Tor this project be used to Turnish petroleum
Tuels produced in the continental United States
to Southeast Asia for use by non-U.§. nationals?

TT- MMz 8 901.b; FAA 8 640C.

(a) Compliancn with requirement (a) The loan agreement will
that at leant 60 per cantum of so provide.
tha qreos tonnage of commodities

(aomputad geparataly for dry bulk

sarriers, dry oargo liners, and

tankers) finanoed with Sunde made

avatlable under this loan shall be

transported on privately owned U.S. -

flag commareial vasgels to the

extent that such vessels qre

avatlable at fair and reasonable

-rates.
(b) Will grant be made to loan (b) It is not our present
recipient to pay all or any portion intention to do so.

of cuch differential ag may extet
between U.S. and Joreign-flag vessel
ratea? ‘
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AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON. D. C. 20523

OFFICE OF
THE ADMINISTRATOR

Loan No. 492- - -

DRAFT
LOAN AUTHORIZATION

Provided from: Food and Nutrition
(Pnilippines: FKural Electrification Loan)

Pursvant to the autherity vested in me as Administrator, Agency for
Tnternational Developmen® (A.i.D.), by the Foreign Assistance Act of
1961, =s amenaed, (the "Act") and the Delegations of Authority issued
thereunder, I heveby authorize bhe establishment of a loan pursuant

te Part I, Chapter 1, Section 103 and Chapter 2, Title I, the Davelop-
ment, Loan Fund, to the Government of the Republic of the Fhilippines
through the National Economic Development Authority (Borrower) for the
Neticnal Elecirification Adminicuration (Beneficiary) of not to excead
Twenty Million Dollars {$R0,0G0,000). The proceeds of this loan will
be used (a) to permit the Beneficiary to finance the foreign exchange
costs of certain engineering and other proiessional services required
to continue development of its institutional and managerial capabili-
ties and (L) to permit thie Beneficiary to relend the remainder of said
vroceeds 1o a number of newly established rural 2lectric cooperatives
to finance the Toreign exchange ccsts of certain goods and services
required by said cooperatives for the development of their distribution
systams.

1. TInterest Rate and Tcrms of Repayment

The loan shell be repald by the Borrower within forty (4O) years
after the date of the first disbursement 'uider the loan, including a
grace period not to exceed ten (10) years. The interest on the
unrepaid principal balance of the lcan shall be from the date of Tirst
disbursement at the rate of twc parcent (2%) per annum during the
grace period and at the rate of three percent (3%) thereafter.

2. Currency of Repayment

Provisicn shall be made for repeymant of the loan and payment of
interest in United States dollars.
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3+ Other Terms and Conditions

Unless 4,.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 snd its U,S, consultant as
to the technicel, 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 tems and conditions
as A,I,D., may deem advisable.

Daniel Parker

Date





