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Philippines - Rural Electrifi~ation III 

SUMMARY AND RECO~NDATIONS 

1. Borrower-Beneficiary - the Government of the Republic of the Philippines 
(GOP) will be the Borrower. The ~y.ecuting Agencies will be (a) the National 
Electrification Administration (NEA), an autonomous pu&lic corporation created 
for the purpose of developing and implementing a national plan to bring 
electric service to all segments of rural Philipnines, and (b) a number of 
rural electric cooperatives which will be the ultimate beneficiaries. 

2. Loan 

a. Amount: Not to exceed $20,000,000. 

b. Terms: The Government of the Philippines will r~pay the loan Wlthin 
40 y~ars, including a ten year grace period. Interest will be 
2% annually during the grace period and 3% thereafter. 

The CO? will make the loan available to the NEA or the same terms 
as A.I.D.'s loan to the GOP but the loan will be denolrlnated in pesos 
and the maintenance of value ris~ will be borne by the GOP. 

. Ku\ ~ill relcnd the proceeds of the loan to qualifying rural 
electric cooperatives on their standard sub-loan terms: 

(1) For distribution cooperatives - 3% inte=~st, 30 year rC~dyment 
including 5 year grace period on principal and ~~terest. 

(2) For self-generating cooperatives - 2% interest 35 years 
including 5 year grace period on principal and interest. 

(3) Local :,l:;t financin[;. The sub-projects financed under this 
loan have u~ ~stimated local cost equivalent of $16.0 milllcll. All of 
the local costs ~~~l ~e financ~d by the GOP and the loan will be utilized 
for solely foreign ~xchLnge COits of goods and serv~ces. 

Tt ~ -l-oposeci lOoit, 1.8 tne ::hird in a series of A.LD. loans to the GOP 
for rel~ .• ding throu~h NEA to individual electric cooperatives. Hith the 
proposed loan, A.I.D. assistance [0 NEA will total $58 million in development 
loan funds and $2-3 G~llion in 3rant assistance for institutional devalopment. 

Assistance to the GOP po\o;er sector dates froiT. A. i.D. financing c.f a 
aationwide power survey in 1965 and in addition to the l0a~s iGentified 
lbove also include two pilot electric cooperative projects funded in 1967 
(with development loans of $3.4 million), loan financed feasibility studies 
)f $650,000, and a $3.2 million FY 73 loan to the National Power Corporation 
for backbone transmission facilities on the Southern Luzon. 
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A.I.D.'s assistance is being provided in the context of a multilateral 
assistance program to the power sector initiated at the co~sultative group 
meeting in Paril in 1971. Under the agreed program IBRD. ADB, and other 
bilateral donors have concentrated their lending on the substantial capital 
requirements of central station generation and high voltage tranHmisHion 
requiremt'nts to build a natlon-wide G and T network. A.I.D. has con.:cntrated 
its assistance OP distribution systems within the tural areas and through 
the electric Luo\>erative mechanism. 

Progress under previous A.I.D. loans has been satisfactory. The two 
pilot coop's funded in 1967 are completed and in commerical operation. 
Funds provided under the :l,ni.tial $20.0 million package (loans 027 and 028) 
have been committed against procurement contracts and the coops are in 
various stages of ~onstructton. Funds provided under loan T-034 (June 1974) 
are in an advanced state of committment - approximately $8.5 million has been 
plated against procurement contracts and the balance is expected to be fully 
committeJ by February or March of 1975. 

As of October 31, 1974 the NEA had 27 electric cooperatives in '~rious 
stages of enecgization and operation. 153,618 homes were served or ~n 
estlmated pO,)Ul3.t:wn of 1,034.000. Many of these operating systems &re coop's 
resulting from takcov2r and revitalization of unsatisfactory operatir.g private 
system:; or systems constructed utilizing excess equipment and incountry 
available Ducerials. 

4. Project De:"cr:ilJt:Lol::_ The project consists of the construction of additional 
power distribution facilities within the framework of the GOP progra~l for 
n;.:,tlonal rural electrificacion. It is anticipated that the eC,J; ;"",1 •• ,-·, ·)f up 
to 12 I1e\! cOLi;;e.u:::.tiv0 systems can be developed as iJ. ~-csllit of this lU1n. 
Commodities procu.red under this loan may also be us.::dco complete or expand 
cooperative sy~tems illitiated under earlier loan~ and/or consolidate &nd 
improve Era[1ch:i.:::eci systelils converted to cooper",Clves under the national "Lural 
clectcification program. This project will be a continuation and expansion 
0: ::iie progLili1 l)Cl,tially financed by loans 492-H-027, 492-H-028 and 492-T-034. 
At the end of the project ie is anticipated that oper~ting electric 
COol}~;~a!.:.ivt.: will numher approximately 52 , including those fin~;nced 

\..11der L'~"l"liel.' AID loans and those resulting fron, conversion and e}..'Pansion 
01. iurmer ;Hivate fr.:;nchise syste~. 

Tn~ P~cJcc:: will also ~roviJe for the utilization of loan proceeds for 
contlI1uatlon of U.S. technical as~istance to NEA, the individual electric 
coo[lerativl2s ~,nd pd.vate F1L ~ir,.::J en:;i_1cers and contractors. Those services 
wi:l be extendLJ through continuation of concracts with (a) Stanley Consultants
providing cngincl2ring se~vices and (b) the National Rural Electric Cooperatives 
Associaticn (NRECA) providing assistance in organization 2nd management of the 
individual elec~ric cooperatives. 
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5. Project Justification 

a.2£!!- Th~ goal of the project 18 co assist the GOP to further the 
welfare of the people in the rural areAS of the Philippines by improving 
economic and 8oc!al cond1t1on8 ' throu~ the provision of continuous, dependable 
and economic electric service on a self supporting basis. 

b. Purpose - The purposes of the project are to (1) further the institutional 
development of the rural electric sector by developing and strengthening the 
capability of (a) tfEA. (b) the individual electric cooperative a88~sted by 
the loan, (e) supporting institutional c82Jc1ty 1~ the private engIneering 
consulting and contracting firms and (2) assist in the organization and 
construction of approx1matley 12 new rural electric cooperatives and partially 
assist in thl'!: expausion and upgrading of a number of existing rural electric 
cooperatives. 

c. Place in the GOP Priorities: The proposed loan will assist the GOP in 
the attainment of a number of its development objectives set forth in its 
current 4 year plan. Specifically the project will (1) assist the GOP reach 
its power sector objectives by extending electric power to a portion of the 
70% of the Philippine population now in the rural areas and without electric 
service. The exte~sion of such s ervice through electric cooperative s upplements 
the l a r ger GOP inves t ment targets of developing a nationwide system of central 
station generaticn and related high vo tage transmission facilities currently 
being assisted by various other donors. (2) Assist the GOP in its overall 
program objective of promoting development in the rural areas through t ·,e 
promotion of improved agricul tural output and small acale commertOsl/industrial 
deve lopment in the rural areas, thereby supporting both the achievement of 
food self-sufficiency for the Philippines and increased income and employment 
opportunities f ur the agricultural and non agricultural segments of the 
rural Philippin~s. 

d. Place of A.I.O . Priorities: The project is consistent with A.I .D. ' s 
congressional mandate to assist the poor majority in the developing countries. 
Specifically the project falls within the provisions of Section 103 of the 
FAA. (Food and Nutl:1tion) which includes rursl electrification as an e:.u.mple 
of the ac tivities ('.(lngress intends A.LD. to finance thereunder. 

Th~ project is also consistent with A.I.D. program objectives fo= t he 
Philippines set forth in the FY 76 FBS. As set forth in the FBS, AID's program 
in the Philippines focwes on two broad sector categories - population and 
healthj and food, nutrition, and rural development. The rural e lectrification 
program supports long-term development in the rural a r eas by (a) i mproving 
the standard of liv.ing among the rural population (b) supporting the development 
and expansion of cooperatives as a vehicle for development within the rural 
areas and (c) by ?roviding direct service to both the farm and small commerciall 
industrial activities . 

The program i E also complemented by related AID prioritj projects such 
as rural roads, smsl! scale pump irrigation, integrated area development programs 
and related programs aimed at increased production and improved proceasing 
and marketing of agricultural products. 
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70% of 
e. Beneficiaries. the Philippine populace is curr2ntly without 

reliable and economical power and the rural areas targeted under the GOP's 
long-term rural electr.ic program also include 12 of the 15 ~illion persons 
in the PhllippiI'es falling within the lowest 40% income bracket. While the 
proposed program will only extend service to a portion of the rural population 
it will further the institutional development at the national and local 
government levels necessary for nationwide extension of these services. 
The project will specifically provide service co an estimated 12 new 
cooperatives with average customer connections of 10,000 per cOop, r.pproximately 
120,000 customers or 720,000 direct beneficiaries. Since direct beneficiaries 
include farms. agr;)-industries and small-scale industries, indirect l1enefits 
in the form of improved and more economic services anrl increased empJoymen~ 
opportunity will accrue to portions of the rural po?ulation not directly served 
by the eiectric systems either because they are outside the service a=ea or 
because they are below the thr~shold income level for connection to the coop 
system. 

~luch aduitional survey and evaluation work needs to be done to b,!';:~er 

cemonstrdte the detailed impact of electrifitation on the rUrE,::" areas s(:.:-ved. 
ProbraDtS to JSS1.St the GOP in this objective are continuinG and wilille 
expandEd ,·lith the implementation or. the proposed i.e·an as discussed in the 
text of this proj~ct paper. 

6. P1.:'uject Cu.=;ts and Financing Ar~·angement:-,:. 'ihe $20.0 mi.lli.).·, AID loan 
is b ..... in,3 :nack :lV,-,~] o.ble i.lS licle of l'.redit to NEA Lor the forei:;:,n exchange 
costs ,'J: Ill.;C!;!SSary commodities and s~rvices [0 J~velop the coop:;. ThE: 

~:p will iindnce ~ll' of the local currency requirements. ~~i_ ~0atributlon 

b curT2ntly cstil;1.:lteG to be ::>16 ,n::"ih.on equivalent. COr.Jrnitrnents and disburse
r.Jento by year under the loan are estimated as follows $1,000,000 

L/cm: 
COIilllli <:il1~:l ts 
Disbursernl lltG 

CY 75 
$15.0 

CY 76 CY 77 ----
$5.0 

$10.0 $10.0 

7. 0[!Jl:~_'._:~:':::·::'; llf Fin.mcing: Tnis loan is in partial res?onse to th~ 
'-i.S. Governmenc'E pledge, first mz.de on the occassion of Co.lsult&tive Cr"l.!: 
,-. .. c(:ting ill Pa',:is in Ap::·il., 19,1 to ?Clcticip:lte in a multilateral effort to 
ass).s,- the COP effort by develollL,:s :its (!h~ctric power sector. Tl,e J:BRD, 
ADB ,'!I'lJ ai."c.,; Jor.ors :Ire ":'Oi,11:'.irtec1 to ussist with other. as;,)ects or the tocal 
power ilCl);;;r.:lIli, (l.co, bener..lClOr, ;:,nd trans,nlssion), <lnd are presently w0rking 
with NPC on additiollal 10.:.ins to support t:1is sector. 

The Export-Il:lport Bank has advised A.I.D. 'chat it is not interested in financing 
this project. 

8. Court try Tea.m Vi2.·"n::: The Counn'Y Team views this proj ect as being a key 
element of (vSAID/Philippines i current program, emphasizing the GOP's effort to 
develop the rural/a.~ricultural s(:ctor, <lnd accordingly recommends early 
authorization of the proposed loan. 

9.Issues: See'Sect~on ___ 5 ____ of the paper. 

10. Statutory Criteria: All statutory criteria have been satisfied (See 
Annex 12). 
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11. Recommendations: Authorization of a 1011.1.1 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 15 is recommended. 

USAID 

CAPITAL ASSISTANCE COMMITTEE MEMBERS 

Chairma.n 
Loan Officer 
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Program Officer 
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Chairruar, 
Loan Officer 
Engineel' 
Attorney 
Desk Office 
Special Consultant 

Richard M. Dangler 
Thomas E. Johnson 
Harrison L. Baker 
Raymond Cohen 
Rene R. Ruivivar 

Alexa~der R. Love 
Laurance W. Bond 
Ray Stokely 
Stephen iZ. Tisa 
Dennis M. Chandler 
Earl Clark 
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PART I - The Project 

Sectiun l.A Ba.ckground 

The Philippine Government is in the process ot developing ~ com
prehenl\lv~ r.tl'ategy tor rural development which 1i !lIMB t.o prpnrmt 
to thc Consultative Group at the CO Puis meeting achcdulcd for 
December, 1974. Over the past t .... o years, the total progrnm for 
Philippine rural development has received increasing emphasis and 
allocations at government investments as .... ell as contributions from 
A.I.D. and other donor agencies. 

The A.I.D. assisted national rural electrification program is 
an integral component within the Philippin~ Government's comprehen
sive strategy for rural deve1"opme~t. This is clearly articula.ted 
in the GOP 'o loan a.pplication letter requesting add:l"t ional A.LD. 
development loan assistance (see Annex 12 ). Other components of 
the comprehensive rural development strategy include substantially 
increased amounts of funding made available for rural credit, Go'fern
ment sponsored integrated production programs such as Masa.gana 99, 
greatly expanded agricultural credit for fertilizer and other input 
needs of rice and corn farmers, development of local government 
e~pabilities in planning and implementa.tion of infrastructure "facil 
ities, a complex of programs in new irrigation facility development 
and a key n~ .... program oriented toward small scale" industry for .... hich 
a $30 million IBRD loan is in~the final stages of development . In 
many of tr.enc activities A.I .D. is playing a leading and catalytic 
r ole . That the comprehensive strategy is wOrking is partially d~~on
strated by the remarkable recovery from the disastrous floods of 19"72 
and t he record achievement in agricultural production achieved in 
1973-74 ond expected in 1974/1975. 

The long-term favorable impact of the rural electrification com
ponent on the economiC, social and political development of the rural 
areas ~ i ll r esult from (a) improving the standard of electric se~vices 
to the rural population , (b) prov iding a base for follov-on activities 
in small scale industry, pump irrigation, etc., and (c) supporting the 
develop:nent and acceptance ot cooper6.tives as one vehicle for promoting 
developmen~ in the provincial areas. 

The place of the rural electrification program in the Government ' s 
national development effort is enunciated in the current Philippi ne 
Gover nment "Four-Year Development Plan IT 1974-77 11 as follovs: 

!lOne of the top priority projects of the governmen;t is the to"tal 
electrification of the whole country. In the rural areas, the aim is 
to provide the po' .... er needs essential to i ncrease the productivity in 
both agriculture and industrial activities. This will be done by 

- ----
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enhancing the benefits ot irrigation and farm ~chanlzation as well 
as by promoting the developnent of small e.nd medium scale industries 
in the rural. sector. Obviously. tbeee programmed activities pre
suppose the 8vallabl1!ty of economical and continuous electric paver 
in these ~eas. Likewise, providing electricity for lighting and 
household appliances vill also contribute to raising the welfare of 
t he rural population in terms of convenle~ces and comfort relative 
to social dev~lopment, particularly to education and health. 

nConseq\'.ently, with the view that, ultimately. rural development 
will be enhanced by the availability of economical and r eliable 
electr ic power, the pres~t rural electrification program becomes 
basically UlPOl1ta.Ot to tl;le new agrarian reform program." 

The rural development aims of the GOP's Four- Year Develo~ent 
Plan, therefore. may be seen to closely parallel the intent of the 
U.S. Congr ess as expressed in the Foreign Assistance Act of 1973 and 
subsequent appropriations. 

The Philippine rural electrification program is distinguished 
from rural electrification efforts in a number of LDC's (which essen
tially ere based on extensions of operat~ng profit motivated public 
utilities ) in that it i s national in scope, is utilizing the cooperative 
as the the .... ehicle for implementation and as in the paralLl U, S, 
experience, relies heavily in the early years on extremely concessional 
soft-term l ending to establish firmly the cooperatives' financial vi a
bility , 

Rural electrification has definite social implications as well as 
economic whi ch are also important in the Philippine overall develop
mental strategy , For many decades the Philippines was one of those 
areas of the world where the gap between the wealthy few and the mul
titude of thp. poor was highly visible. N~rrowly held ownership of 
land and the facilities of production exacerbated the contrast and 
posed threats to stability and progress. 

Formation of rural electric cooperatives is one of the steps being 
t aken ~ the Philippine government to reduce the socio-economic im
balance . Part of the successful amelioration comes from providing 
more job opportunities and higher income in the barrios and rural towns, 
Th{s hopefully will mitigate the trend of migration to Manila and other 
urban centers a.'ld could conseQ.uently lessen the impact of the squatter 
pr oblem , Of gl'eat importance in tr.e long run is the opportunity +,hrough 
successful member-owned electric cooperatives for rural people iL low
income levels to own some portion of the economic structure , Accustomed 
to exploitation , thousands of people now-and millions later - are learn-
ing the responsibilities and enjoying the benefits of shared services • 
through local cooperative ownership and control. B,y part;ci~~ting in the 
electric cooperative, by learning to speak up at local meetings, by vol
unteering for committee assignments. by acquiring through their own 
initiative plus government assistance a taste of better living. 
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more and more barrio tolk vill gain sane measure of self-c0D1'ldel1ce 
and experl~nce in practical rather than theoretical democracy. 'The 
effect on the political future may be as significant as the effect 
on the economy-. 

The NEA had earlier set short term targets of completing at 
least one cooperat~ve backbone system in each of the 72 Philippine 
provinces by 1917 and having loa cooperative systems operational 
serving 1 , 400 municipalities by 1980. More recent projections based 
on actual exper~~r.ce to date, indicate that the practical capacity 
of NEA. is to complete the backbone cooperath'e systems for each pro
vince by 1982. The total estimated funding requirements through 1982 
for the Phase I~rogram is $237 million equivalent of vhlch $111 million 
represents ~he foreign exchange requirement. Upon completion of t he 
Phase I program (funding thru FY 1917, physical completion FY 1982). 
DSAID believes NEA should be a technically viable and experienced 
institution and that the rt!ral electric cooperative movement will have 
been suffid,ently proven to maintain its own momentum thus warranting 
the phase out of the AID technical and financial ass i stance. Hmlever, 
concessional lending on terms similar to AID bilateral loans and/or 
a large meaSUl'e of direct government subsidy will continue to be 
required if the national goal of total electrification is to be achieved . 
USAID strongly believes this goal is most likely to be achieved if A~D 
continues to participate in a multilateral program of development of the 
power needs in which IBRD , ADB and other donor loans are used for ex
pansion of power generation and transmission systems and AID continues 
through at le~st FY 1911 to support distribution of power to the rural 
areas and farms via locally owned and managed cooperatives. If this 
program is effected, it is estimated that loan funding by the IBRD , ADB 
and other ~ource8 for pow~r generation and transmission wi l l total 
slightly over $1 Billion during the Phase I period (1911- 1971) when AID 
will be direc~i~ its support for local power distribution via cooper
atives. 

The proposed $20 million loan will leave a $41 million foreign 
exchange requirement at current prices to complete the backbone system 
for at least one cooperative in each province to be completed under 
Phase I. The Mission has recommended AID financing of this near term 
requirement in FY 76 and FY 17 . ATIJ/Ttl has t a.1ten issue '..-!;-;;h this 
approach and ba.s requested USAID conEideration of AID phase out of 
assistance fol l owing this loan . This will be addressed further in the 
DAP presentation and review. . 

The foreign exchange requirement to expand Phase I to meet the 
r apidly gro .... ing expansion of these backbone systems for nationwide 
coverage, the Ph:',lippine long-term goal, will r equire an estimated 
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additional $1.6 Billion by 1994. USAID anticipated that beginning 
in about 1978 the Philippine government will either be in position 
to meet thesE foreie:;n exchange costs or will turn to the lBHD and 
other internati0nal financin~ for their needs. 

Local cost to Pnilippine Qomestic revenue to complete Phase I 
will be a dollar equivalent of $120 million. Additional local 
costs to provide nationwide coverage by 1994 will be an estimated 
peso equivalent of $1.3 Billion. 
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1. B. History 

AID is assisting with electrification of the Philippines where 70% 
of the people, mostly in rural areas, are presently without electric service. 
Rural electrification in the Philippines prior to AID participation consisted 
primarily of short-line extensions to the country side from a small number 
of municipal. and privately owned systems operating in the larger town~ .. 

An AID-financed "National Electric Power Industry Survey" in 1965 
recommended the initiation of a program to determine if the introduction 
of electricity into rur-al areas of the Philippines was a practicable under
taking. To develop this program, AID provided funding for a team from the 
National Rural Electric Cooperat:'ve Association (NRECA) to develop feasibility 
studies for two p~lot rural electric cooperatives. NRECA was chosen for this 
effort because of ~ts extensive backbround of electric cooperative experience 
in the United States. 

The ~REr:A/AID Team surveyed 20 possible sites and finally selected for 
the two pilot project areas, Victorias-Manapla-Cadiz, In Negr0s Occidental 
(VRESCO) ~md ~1is~lffiis Oriental, on Mindanao Island (:10imSCO), for prepcration 
of full feasibility studies. Upon acceptance of the feasibility studies in 
June 1968, the Government of the Philippines acting through the Electrification 
Administration made loans totaling P6.6 million for construction of MORESCO and 
VRESCO. Two simultaneous AID deve~opment. loans totaling $3. ~ i!1i 1.1ion \"ere pro
vided to finance the foreign exchange costs of engineerin~ s~rvices, design 
and ~onstrllct.ion of the two protoeype rural elect:-ic c00pe-ratives. At the 
same time AID prvided an additional $350,000 in ~'..;a'J_L:Ji1ity Study loan funds 
for a team of!\'RECA consultants to generate feasibilit"T studies as the basis 
for a follow-on national program of rural electrificcL:ioa through cooperatives. 

In Fiscal Year 1972, AID authorized two loans and a grant ~o assist the 
PhilipiJincs program for rural ·~lectrification. Loan 492-1{-027, dated \:ovember 
IS, 1971, auchorized S600,OOO to provide consulting engineering services to 
assist NEA in develo~ing its in-~ouse capabilities for reviewing the work of 
archH 2ctur<1:i. and engineering (A&E) firms, constructi_(Jn lv'or:Z, feasibility 
studies and tll", )reparation ot procurement bid packages. The se-cvice;:. of 
the U.S. A&E were .lisa to be made available to the local A&E Urms and to 
the cooperatives as required. 

Loan 492-H-028. dated ~lay 2, 1972, provided 1.9.4 million dollars in 
foreign exchange for offshore procurement of materials and hardware, for ac
quisition of excess property and to continue the consulting engineering serv
ices beyond the two years funded out of Loan 492-H-027. 
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PROP Nco 492-11-220-248. dated April 14, 1912, programmed $2.3 
=1l110n to eontinue the institutional development assistance by NRECA 
through Fiscal 1ear 1976. This grant assistance is being provided to 
NEA at the natIonal level and to the rural electric cooperatives at the 
local level. 

Assistance was also provided to NPC for an island wide planning 
s tudy of Mindanao under Loan 492-H-023 - (Feasibility Studies) to develop 
a grid system to provide central station generation and transmission of 
power from the low I!ost hydro electric site at Lake Lanao to urban centers 
and the major electric cooperative sites slated for development on Mindanao. 
l'inancing of the G and T program deve1o~ed by the study has been undertaken 
by ADS whic t provi ed loans of $41 million in 1971. ADB is currently pro
cessing a follow··on loan for additional generation. 

In addition AID Loan 492-H-03 2 provides financing for an expanded 
69 KW transmibsion network extending through the provinces of Camarines 
Sur, Albay and Soraogon in the Bicoi Peninsula - thereby extending power 
brought to the area by tte IBRD financed 230 KWV lines and providing a 
base for initiation of electric distribution ~rojects within the area . . 
This loan complements both the loans to NEA for distribution coopes and 
the current planning effort at area development in the Bicol area financed 
under an AID approved grant project in FY 73. 

In June 1974 a second major development loan was completed (492-T-034) 
adding $18 , 000 ,000 to finan~e additional goods and services fo llowi ng the 
same procedures established in the earlier loans. 

C. Progres s under previous AID Loans 

The original rural electrification project funding plan called for 
the construction of up to 36 rural electric cooperative sys tems. AID 
al located a total ' of $20M in loan funds for goods and service plus ?5 million 
in the form of technical services and excess property. The Philippine 
Government pledged the balance of the original $92 million program from 
Japanese Reparations , PL 480 generated pesos, and local currency from 
national budget revenues. 

As of October I, 1974 $19.4 mil lion of AID loan funds (492-H-028), 
FY 72) to be us~d for comm?dities was contracted and the remaining $600,000 
(492-H-027) has been used to fund the contract with U.S. engineering firm 
Stanley Consultants, Inc. 

Progress under the second rural elec trification loan (492-T-O~4 , 
FY 74), Amounts to a continuation and expansion of activit!es under previous 
loan!. ~ As of NO'lember 1, 1974 about $8 million of this $18 M loan had been 
committed for pr~curement of conductor and another $600,000 ha~ been ear
marked to support the con t inuation of the services of Stanley Consultants for 
another two years. The balance of the funds available under 492-T-034 F'l 74 
will be used to support IFB No.4 scheduled for issuance by December 15, 1974. 
Letters of Credit for the full amount of loan 492-T-034 FY 74 will be issued 
before F~bruary 1, 1975. 
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NF~ has made an impressive beginning in its quest for nationwide 
electrification. By October 1, 1974, 54 systems had been registered and 
loan agreements totaling ;72LM had been concluded. Over 160,000 co
op~rativp members are now receiving electric service from 27 coopera
tives considered to be in an operating status. This is estim3ted to 
provide electric power directly to over one million people. }<"drther 
details of prosram accomplishments are set forth in Annex 2. 

D. Relationship to Philippine Programs 

1. Power Sector Development 

Historically the responsibility for sup~lyin~ ~lectric servi=e 
in the Philippines has been divided among private, Muncipal and Govern
ment entities. The National Power Corporation (NPC) , a Governmen[ cor
poration, has teen functioning since before World War II and today has 
an extensive generation and transmission system on the islands of Luzon 
and Hindanao. It also operates a fe", small isolated diesel and hydr.o-· 
electric systems at several places throughout the islands. NPC sells 
power at wholesale to franchise holders and to a few largp industrial 
loads. 

~;3nila ::lectrir. Company U'lF!{.U.CO) is the "LOst signi i.!cant t,lcctric 
utility in the Philippines. This privat21y-financed company operat~s lar.ge 
generation and di~tribution facilities in th~ Great~r Ma~ila area, and 
accounts for ahout two-thirds of the Philippine retail sales. OVC~ ~Gn 

small municipal 2nd private fl'anch:l se holders are o;J~caL:;.n.,,- in the ;',11lip
pines, bLlc most of these are supplying less than 2~-il0ur service. l:lectric 
cooperatives, ~l~ch are just coming into the power scene, mak~ up about 5% 
of the electric utility business. 

D('\,:.:,lopwLilt of the Power ,')ector ?:::'Ll,~ to 1970 IvelS on a piecE:;,ica: 
basis and poo[l), coordinr,tel!. In 1970 Etnd 1971 a consultulive ~,i-Oclp headed 
by the Horld ~)'lnk reached agreem£':1t Wl th thic: P;,ilipp~ ne COV(Ornment ('.or,cern
ing power sector support. The IHr.~ a3reeG to fund an o[G.erl.y progral;] ,'j;' 

generation dnd transmit;sion facilities for NPC i,l Luzon while the .t...., 
D2v",J..opn12nt j),:mk Llgre2d to supT)ort similar fac lli'.:.ies in ~1indL!l1ao. :1.18 
participated ill the plan by dU.ocating funds '.',)r ·..:h", development or l':lectric 
coo?eratives whicil I'JQulu distribute pO',"~:- '.'l!;-ri.:i.shed :rom [he NPC grid and 
othel- genc::ration sources to thL: rural c.c·r,SUI!.ers. 

Oclwr bilateLal Gonor!:', are undcL.c_.,lns <),/. inCrl~d.si.ng roJ e j n power 
sector develonment - again focusing on erie ~ajor rapit~l requirements for 
generation. France recently concluded a su?plL2r's credit loan at ~pproxi
mately $20,000,OJO to ~PC for 5,000 (~gener&[ors H31f of these u~its will 
support elec[ric coops ana the balance will be ~vailable to private utili
ties in the secondary cities. A key ~S~22t of th2 program is the encourag
ing approach by NEA, ~PC and the private ut~',~_ics to the undertaking of 
joint generating p~ojeccs. These programs will provide larger and more 
e~onomical diesel generation to all parties anG they provide the o~ly hope 
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for the proviaion of economical electr1fJ cation to the diapersed load 
centera throug~ut the numerous island groups 1n the Viseya. where con
itruct10n of backbone arid systems 1, not currently feaaible. 

With the advent of Martial Law 1n September 1972. the Covernment 
elected to shoulder .11 responsibilities for future laTge acale senvr.tion 
and transmission ayatema includ1na the MlRALCO system. Plana are now 
underway for NPC to .d~ geothermal power facilities at two locations on 
Luzon and to investigate similar pos.ibilities 1n Leyte and other areas. 
Hydro-electric facilities sr,e being developed and expanded in Luzon and 
Mindanao. NPC 1s now 1n the final stages of plans to p.Jace orders f or a 
600 MW nucl~r unit which ~s 8cheduled for initial operation in 1984. 
Several small generating plana of up to 5 MW each will continue to be 
added by private operators and by cooperatives until loads are developed 
sufficiently to support larger installation. 

Future power supply efforts in the Philippines will be directed 
toward full utilization of hydro-electric and geothermal sources with 
NPC being the implementing agency. NPC is now embarking on an extensjve 
program to develop all non-petroleum fired generation such as hydro. 
geothe rmal and nuclear, and utilization of domestic coal reserves for 
power produc tion. 

Wherever possible, NPC will be t he primary sour ce of wholesale power 
and rural electri~ cooperative s ya tems will be scheduled for comple t ion 
t o coincide with the completion of the NPC grid facilities. Use of the 
earlier pl anned 1000- 1500 KW diesel generators will be reduced and limit ed 
to very high priority areaa isolated f rom other available sources of power . 

The mos t t'urr ent estimat es for the Philippines Power sector are se t 
forth i n the Nov. 7. 1974 IBRD economi c report . These estimates cover 
rev ised COP inves tment priorit ies and financial requ i r ements f or the power 
sector and reflec t a reevaluation by t he GOP of its power requirements in 
light of recent developments wi t hi n the world energy pic t ur e . Under this 
program the capital investments required to fo llow t hrough on devel opments, 
including hydr o, geothermal and nuclear plants , will r each nearly $270 m: l lion 
over the 1974- 1977 period. This comprises approx imately 41% of t he govern
ment ' s infras tructure program during this period . 

The 1974 sixth power l oan from the World Bank($61 million) will f inance 
transmission system expans i on and the 100 MW hydro unit at Pan t abangan Dam I n 
Centra l Luzon . 

i .... ,.,. 

http:prQ1pIti.11
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The NEA propram for rural electrification -over this period com
prise less than J% of the proposed investments in the power sector. 
Taken in conjunction with existing ~lant investments in power (which was 
heavily focuse(! '1n and major urban areas) - the electric program will be 
less tha 10% of pow'er sector ~,nvestment - whereas it is targeted toward 
70% of the population. Substantially larger investments in rural electri
fication will be required in the future if the rural sector is to catch 
up with the rapidly expanding U6~ and requirelli~nts for investment in the 
urban sectOt. 

As an 
jected the 
1995 - the 
(Page 10 

illustration of these requirements, USAID and the NEA have pro
deI:1and for capital in the rural electrification program through 
XEA target date for nationwide coverage with electric pouer. 
) . 

While it is doubtful that N£A. will be able to sustain such an p.xpanded 
program, th~ tasks at hand are obviously erronous, even on a reduced in
ves tment scale, Some of the kE.:Y aspects of ::",!ch an investment program 
that must receive priority attention are as follows: 

(1) DL!ve::',)pnll."ilt of an eXl)Emded-multiL.lI:eral support for the rural 
elect:.ifir.1tion phasl~ of tho. pm.,er program if even partial inv(~st
ment Goals are [0 be re&ched. 

(2) Financial management of the electric coops and rat0 ~chedules 
for rural syscems muse be set with a focus of genl'r,~c::',: .C;,: Jlum 
amount of internally generau.:d funds for system eXpi.111",lO.i ..... "'L,g;-l 
capital formation by the coo~)s themselves. If 201:: of fi<:I.V capi tal 
requir,'mc>nts COU:1.Cl be ~;ener:1ted, internally generated :unl1s could 
provide be~ween $10 and $30 million year - progressively between 
1980 and d95. 

(3) An ongoing evaluaeion of rural elec[rif~cution institutiJ~illized 
within ::h: 1;01.' its21f - must he unclej~takL'n ;:,) p:,'(Jvicil' r:op ;)lanr C'ts 

with ;'.l<'anijl,JJul delta or. actual soeLll and l~CU;10I:l5.1· 'L'ik:'ii:", ach:~eved 
so t1::l[ ail,)cation of SC"Hoce capLtal bet",eeLl_L'dl. 2~ec[riL.al, .... cher 
parts 01 .:.i-d: pu".;cr seceor and other priorityc;cctor rt'l ui ,'emcnu; can 
sens '~~ly be nnaertaKen. 

(4) C'><.:."dph~ca:L Ui~~;):cr5ion o")f inc; Lvi,'ual ope!'.:...:, ing cuo~s - based 
init~dlly "T' a j,)\" C(),,[ "coi"e" ~;,;::;tL'rl: wirh the high'2St economic 
retclrns - ,1.':; t.!s~.3n[ial to p:covHle a bas~.s tor ti,c develo?,ncnt 0 f 
both the ill.J.na2;,c;ml:L1C t2l(:;Tl.~ d.:,d ca',Jital resou:cces \.Ji l :lin the rural 
areas nece:,.s2xy :':0 support t>e p:cogran.. To rile l~xtent that these 
funct:Lons are llft'.Juel.;.' shi': .:ed b.'ICk to til'" c(;ntra:~ govern.ment, the 
progr~m will ~ncr~asingly fall short of potential accomplishments. 

, .. -~'----, --- --~--------'-'---
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(5) The current reliance of the external manufacture and finanr.1ng 
of commodity requirements (currently 55% of program requlrementR) 
must be reduced as rapidly as possible. Increbsed in country 
manufacture reduces foreign exchange drain, spreadfl tilt' availl1hLp 
external capital, and most importantly provides a suhstantial market 
for incountry manufacture with a large employment potential throughout 
the country. This concern also extends to the imported incountry 
trade offs for manufacture and supply of consumer and industrial 
goods that will develop as a result of increased power availability 
throughout the country. 
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D.2. Project Eenefic1aries - Income and }:Jnployment; Relationship to 
Agricul ture and SLlB.ll Industry Programs 

The goal of this project, in supporting the GOP national rural 
electrification program, is to further the welfare of the people in the 
rural areas and to increase income and employment opportunities in the 
rural areas by making electric power available at reasonable rat~~ for 
both household amenities and increased production. 

lrr.plid t in this goal statement is the fact tha.t the beneficiaries 
of tee project will fall into two distinct but not necessarily mutually 
exclusive categories (1) those directly benefiting from the project by 
means of direct access to the electric service introduced into the project 
area and (2) the indirect benefic iar ie s who will over the longer l'Wl 

participate in the increased. income and employm8!rt oPT<Jrtunities that will 
be created in ~he rural area. It is Ci.nticipated that -she inc.i:cect 
beneficiaries will include a po:ction of the 10l'lCr income population Hho 
may not yet be able to afford elect:cic service 0:1' ,vho do not receive direct 
service because they :ceside outside t~1e imrr,ediate st:rvice area of the 
electric coop. 

SLiCe=: the inception of tile rural electrification progra:.l1 in the 
Philippines, the G;ovenU;icnt has made it abundflntly c:;"ear that they '(Jere 
not prepc.:cecl to SUi')iJOrt rural electrifi.2a t.ion if the benefi t3 wu.·c (~33entially 

iJnprovecl services "Co the con:1ectec. customers. 'The overriding objE'e-.-,lve io 
the utilization of elect:cic Dovler to promote productive C:!nterp:cisf:;~ lfith 
the attendent l!:ceation of increased income and employrnent. 

a. SettL',c; 

The "[l:iJ.i·,,},ine econorny, as other LDC' s, has been characterized 
as a "dual" economy with a rapidly growing modern sector co:r:....:ent:ce.ted 
bc.sically i~1 :':1e greater i~onila area and to a lesser e:: . .'tent in sec:ol1(iary 
url'<D1 c:..'cu.;, ;3Uel, as Cebu, Hith the exceptior.. of extractive ir;.riustries and 
cel'tc:.in '::;;:l'iciJ.,}:tural activities s,:,cn as sugar, crm'lth ,'lithin the E-conor:1Y 
has centered i;~ t.hese areas. In'lestr,ients in electric ~)()I:er to date have 
heavily CCl~1c211trc.tl~d on service "Co these areas CLnr1 thn r.s.jo'c'jty of tr!e -~o/, 
of th:~:i~ililJrine population served has been wi tr.in t:',cse ;:cc;c.S. ~ he 
remainil1t'; r(o.-' ~.i1G 8.1'12 -the lor;:;-te::,,:'. 'cw[Set benefi -:: :a1'i,:":; c)f r·cl:;,'u.l 
electrific' "';ior.. reside in the ru:ca.l aL'E-a..'::: 8.:.:::, sr:.£.:..:'l ::.uYLidr!.:..litie2. 

:::t is wi t;_::':~ t:~:e:.;e areas t:na'c the :pove:'ty proble];j wi thin th(. 
Philippines is the c;reb.te:.;t. 12 r ;:.he 15 Lillian l"ilijJi;,o::; .. ho fall 'tlitbin 
the lO'I.'el' ~O' ir.::!or,;e 'u:ciJ..c~-;:et reG::'!",,! ~fl the :CJ.ral area. '~'he rreo{/rafhicul 
distrlbutic"," 0' this population is set out in the tabl(~ ~m page 12a 
extracted frm the 1:i5:Li--:; economic report and "::lased on the 1971 hOUS~::--lOld --
statistics, A location map of the individual regions is also included on 
page 12b. 
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Regional Population Distribution, Family Income 
and Distribution of the Bottom 40 Percent in 1971 

1971 
Population 
(mid-year) 

Distrihution of Bottom 40% 
Family Income (Pesos) of FiJIDil1es 

Region 

(million) % 
A 

Mean 
B 

No. of 
People 

Median c/B (%)(Millions) % 
C D 

D/A (%) 

Philippines - Total 37.92 100.0 3736 2454 65.7 15.17 100.0 40.0 

Northern Luzon 

Ilocos 
Cagayan Valley 

Central Luzon 

City of Nanila 
Central Luzon 

Souther-n Luzon 

n' '1' I / a Jouthern aga o~ 
Llicol 

Vlsayas 

\.;cs t~rn \,i~.:iyas 

Eas tL' rn V is ayas 

l-Hnc..lan':l0 

i';[ r!in,\.1nao 
S'vJ ~i i nda nao 

----
3.39 

1.87 
1.52 

6.68 

1.40 
5.28 

10.16 

7.12 
3.04 

9.38 

3.86 
5.52 

8.31 

3.14 
') .17 

8.9 

4.9 
4.0 

17.6 

3.7 
13.9 

26.8 

18.8 
B.O 

24.8 

10.~ 

14.6 

21.9 

8.3 
13.6 

2890 

3299 
2390 

4895 

778':J 
4127 

38f)P, 

4332 
2784 

201E 

3206 
2548 

3382 

3062 
'J577 

1741 

1813 
1652 

3556 

5202 
3119 

2634 

29fiO 
1874 

1930 

2332 
1651 

:U~ 11 

2186 
2549 

60.2 

55.0 
69.1 

72.7 

66.8 
75.6 

6 fl ,. 1 

08.3 
67.3 

68.5 

7'2.7 
64.8 

71.3 

71.4 
71.3 

1.87 

0.98 
0.89 

1. fi 1 

0.10 
1. 51 

3.81 

.? ')" .... _ . .J 

1 .56 

4.68 

1. 50 
3.18 

3.20 

1. 311 
1. R4 

12.4 

6.5 
5.9 

10.6 

0.6 
10.0 

25.0 

14.7 
10,::' 

30. c 

9.9 
21.() 

21.1 

9.0 
'j 2. I 

55.2 

52.4 
C58.6 

~ -- '. 

24.1 

7. 1 
2R.6 

17 . ') 

.11 • tr:, 
51 . 1 

49.9 

38.9 
S7,fl 

38. ~) 

43.1 
35.(; 

---_._-----_._-------------------------
Source: (a) Population - hy interpoldting 1970 Census data. 

(b; ~i.;r.res, Tito A. dnd 1. C. Belar.-:.ino, "Some :~otes on the SGl:.;~ces 
of Income Diapari ties df:Jong Philippines Families." JOL..-n..:;.1 of 
PhilJ.ppine Statistica, Vol. 24. No.4, 4th quarter 1973', P xv-xxii. 

(c) Distribution of bottom 40 percent of families based on mission 
calculations using t~t! 1971 household income-expendii::-.Jre 
survcy data. 

fa Includes part of the Greater Manila Area. 

http:income-expendiz.re
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Creating non-agricultural employment opportunities in the rural
areas 
is therefore a key objective of the Philippine government. 
Rural
electrification is a key ingredient in the GOP program to create the
supporting infrastructure to sustain such a program. 
 It is insufficient
of and by itself, but other supporting programs to facilitate the productive use of the power are under development.
 

As 
a footnote to the employment aspect, the rural electric program
will create a number of direct employment opportunities within the coops
themselves and in the expansion of the activities of the construction
industry necessary for expansion of the systems. 
 In addition increased
employment opportunities will be created by developing markets for
electrical goods and other materials necessary for the construction
phase and by creating markets for increased consumer 
and industrial goods
resulting from the expanded access to electric service.
 

c. Income and Agriculture
 

The potential impact on increasea income from rural electrification
projects is more far reaching than its direct impact on employment.
While creating new non-farm employment will help the income distribution
problem, rural electrification will also contribute to increased incomesin the farm sector itself  both with respect to farm incomes and agro
industries. 
While agricultural does not provide a sufficient scope fornew employment generation - it does provide the main opportunity forincreasing rural incomes. 
This is illustrated by the fact that while
agriculture will absorb directly only 250 
of the new labor force, it
stituted in 1970 54% of the labor force and the major portion of the 
con

population in the lower income brackets. 

Rural electrification will directly support the agricultural sector
in two respects (1) facilitating introduction of new small scale electric
pumping projects and (2) supporting agro industrial development such as
rice milling, drying and storage, food preservation and processing,

poultry breeding, etc.
 

VA has actively pursued pump irrigation projects in conjiuomction
with the National Irrigation Association (NIA), the Development Arademy
of the Philippines (DAP, and the Provincial Development Assistance Program
(PDAP). The resulting 
 BISA Phase I program currently has
proposed projects under development in l1 provinces; e.g. Ilocos 1Torte,1
Capiz, Pampanga, Abra, Lanao del Sur, Isabela, La Union, CamarineE: Sur,iloilo and Lau-ia. in toto these projects will cover 22793 hectares and
serve 14,856 farm families. 
Phase II will cover 12,900 hectares and
serve 6,450 farm families. 
 Expansion potential is substantial as
indicated in the IBRD Ag Sector survey of 1972 with 385,000 hectares of
potential pumip irrigation nationwide. 
 The two largest blocks of which
fall in the lowest income areas of the Eastern Visages and Southern and
Western Mindanao (approximately 150,000 ha). 

Self-sufficiency of rice is estimated to require 300,000 h- of
newly irrigated land between 1975 and 1980.
 

BISA -
Barrio Irrigation Service Association
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Pump irrigation also provides substantial benefits to the
electric coop since this constitutes a large load block and one that
 
can be served during off-peak periods, thereby improving the coops'

load factor and thereby generating incremental income without equivalent

incremental capital investment.
 

An expanded pilot pump irrigation effort is under review for AID

financing in Lanao del Sur for possible FY 76 financing. 

d. Smal Scalc Industry Program 

in order to achieve the income redistribution to aid employment

generation within the rural areas as set forth in GOP plans, it will be
 necessary for the GOP to marshall an expanded program of assistance to
promote regional dispersal of industry and support to small scale
industries. 
As noted above electric power is a key ingredient in the

basic infrastcructure required to support such a program.
 

JSAID and a variety of other donors has been working with the GOPon this problem and the December 74 consultative group will review a
comprehensive overall analysis by the IBPD and the GOP on Industrial
 
Development Problems and Prospects, including coverage of regional

dispersal and support of small scale industries.
 

As noted in this report there are 332,000 workers in industrial
establishments with 20 or more workers. 156,000 of these workers are
employed in the greater ?Kaila 
area and another 100,000 in other parLs of
Luzon. Only 76,000 exe located in the Visayas and Mindanao.
 

Significaqtly nearly one million workers or yij of the manufacturing
labor force is engaged in establishments of under 5 persons.7 Statistics on this rou- axe not totally reliable, but the IBRD estimates that there
is reasona!le regional distribution of the 
 small industry grouping. 

These factors clearly indicate the substantial potential foremployment geneiration through promotion of small scale industries ingeneral and the desireability of geographical dispersion of larger
establishments which 
will create opportunities for small scale manufacture

geared to subcontracting and service of the 
larger industries. 

assd on tie work now complewted on this program; the iBFJD is nowfinalizing a Y'0 :-illion loan to the GOP to promote regional dispersion
and suppor- Fo malL scale industries. One component of this loan is a$2.5 million sub-allocation of funds to support exsansion of the cooperative handicraft and cottage industries program developed by HEA underits power use progran. Th.e current status this program moreof is fullydiscussed in 2F iRDSection . support of this program within two yearsof its initiation is a real credit to NEA's efforts to date.
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A second major aspect of the IBRD/GOP effort is a regional
 

development program based on small industry promotion in the Northern
 

Mindanao araa. This program will focus on the provinces of Bukidnon,
 

Lanao del Sur and Misamis Oriental. NEA has operating coop in Misamis
 

Oriental and Lanao del Sur and scheduled coops in the other two
 

provinces to be financed under AID loans. The population of this area is
 

2.0 million or 5 of the Philippine population. 100,000 people live in
 

the urban center of Cagayan de Oro and Iliga. The majority of the
 

rural areas where electric service, if it is provired,
balance live in 
will need to be supplied by electric coops. The program is under the
 

direction of the board of Investments and will focus on agro-basedL and labor
 

intensive small industries. Thus NEA's early coop efforts are already
 

complementing the GOP's overall effort to disperse the benefits of its
 

economic development program.
 

Based on results in the Northern Mindanao area - the GOP will 

extend the program to other selected areas. 

Summary
 

The major thrust of the rural electrification program in the eyes 

of the GOP continues to be that of a necessary component of a long
 

overdue program to create increased employment opportunities in the
 

heretofore neglected rural areas of the Philippines. The GOP recognizes 

both the role that availability of electric power can play in promoting 

improved agricultural yield through irrigation, related expansion of 

agro-industrial development and most importantly in the creation of 

non-agricultural job opportunities necessary for absorption of the
 

excess lcbor force that will Ve generated in the rural areas in th,
 

help ameleoriate rural urban
near future. Thne program will, we hope, 

migration with its enormous problems.
 

in this context, and in consideration of the promising progress 

in launching related programs in small scale industries, the Project
 

Committee believes the program is on track and will over the long run 

assist in improving the well-being of the poor majority of the 

population consistent with AID's congressional mandate. 
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E. 
 Philippine Economic Performance and Debt, Service Capacity 

With a major economic stabilization program inilfiakm-d in J-'ebruar-y1970, which included devaluation of the peso, the 30P position improved
ccrisiderably and a small surplus was realized in 1970 and 1971.
t '[he
capital accoun , however, continued to be under pressure due lo heavy
repayment of short and medium-term debt. 
Performance in 1972, while not
all favorable, resulted in an overall BOP surplus of $94 million.
Developments during 1973 were unprecedented. 
GNP growth is officially
estinmaed at 10 percent, compared to 4.1 percent in 1972. 

,o 'he BO? sulrplus
amounted 
 $,671 million due mainly to large trade surplus which in turn
was a resull, primarily of unprecedentedly high export prices. 
Merchandise
exports are 70 percent higher than in 1972. 
 Investment growth accelerated
in 1973 reflecting increased business confidence and the salutary effects
of investment incentives. 
 Investment growth was also facilitated by
greatly improved domestic savings efforts. 
 In 1973, however, the econom
had to cope with a major inflation which worsened during the second half
of the year and reached an annual rate of 40/. 
This was caused by excess
liquidity, domestic food shortages and imported inflation.
 

.roth in 1974pro:;pect- and beyond are sabstantially lesL ,ptimisticin vie;w of h,, abrupt rversal of the terms of trade by mid-1974. it isestimatcd that the terms of trade will decline about 23% in 1973 anci 1974to a level that prevailed in 1972.
 

, rowrh iprospects for the Philippine economy are correspondinglydiminishzcd ana estimated GNP growth for 1974 is 7%. 

'h,- GC)P ihas taken advantage of the recen- export boon to im-ro eits external tebt structure. External debt service to exporu receipts hasbeen reduced to 15% in 1974. This improvement is a welcome change from
 
the 27" ratio in 1971.
 

2lowever the reversal of the term of trade are essirnated to resaltn a t 
 e of $"680 million in 1975. Given this deterioration inthe external sector, the GOP will require capital. inflows 2.) 7of ' ; illionin 1975 and !'-'6 i, the goverrnient's growth targets are not t,, be r (cc- .Direct investments trade finnce and medium and ion--term loans willaccount :c:r much of this requirement - towever, resourcea gap of .,.180million is estimated in 1974 and 2,410 million in 173. in the eveatthis gap is not filled by external mdium and bi:- -em credit sourcesthe (,OP will either have to resort to short-tern bori-owing or reducegrowth targets. -esort to short-term borrowing would reduce net reserves to negligible levels by 1976.
 

Annex 9 nrovides a more detailed economic summary. 
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SECTION 2- ProJect Analysis
 

A. Borrower and Implementing Agencies
 

1. 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, the following assurances have been given:
 

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

b. Th' GOP will absorb any "mailatenance of foreign exchange value"
 
risks in behalf of NEA and the rural elecLric cooperatives.
 

The GOP plans to provide the loan proceeds to NEA on the same terms
 
as the AID loan.
 

2. National Electrification Administration
 

The implemeiting agency for thu overall project will be the National
 
Electrification Auministratioa (NEA, w-ich was established in 1969 under the
 
provisions of R.A. 6038 and reurgunized and expanded December 1, 1973 in
 
accordance with Presidential Decree No. 269 dated August 6, 1973.
 

Tine powers of NEA are vested in a Board of AeLini;trators headed by 
Mr. Rarnon Ravanzo who is also General Manager c-. he National Power Corporation. 
Other members of the Board are General Ceferino Carreon, who heads several 
agencies related to che communication industry, Jaime Laya, Deputy Director 
of the National Economic and Development Authority, and Dean Alfrtdo Juinio, 
Administrator of the National Irrigation Administration. 

The Administrator cof NEA, Col. Pedro G. Dumol has u2 >ed the agency 
since July 1"70. The Administrator i5 assisted by three Deputies who in 
turn .upervise seven direc,.rates covercin all NEA function-. See NELh' current 
orgasiization char age Ia As of November 1974 NEA had 400 employees. 
As NEA's progr:m - as progressed, Ageacy competence has developed most rapidly 
in functional areas where program ce"mnds hive been the greateat. Competence 
in the areas of trainin-, cooperazive formation, and feasibilitv studies 
developed early. Engineering competence both within NEA and within the related 
local consulting firms has also now advanced to a ;uih level of competence 
along with related experience in materials procurement. 

Material handling and warehousing are now a prime area of focus and
 
recent progress has been excellent with the assistance of outside consultants.
 

Contracting, construction management, finance and evaluation are still
 
areas of deficiency and consulting assistance will focus increasingly on
 
these areas as the program progresses and as these functional specialties
 
become program constraints. To address these areas of concern, AID has
 

,
provided, or is programming, specific technical assistance ow' and above
 
the ongoing assistance being provided by the long term consultants - Stanly
 

and NRECA.
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Two months of consulting assistance was provided by an AID consultant
 
who undertook (in conjunction with NEA, USAID, the individual coops,
 
consultants and private engineering firms) a detailed field inspection of
 
major construction work accomplished to date. This review covered in some
 
cases a pole by pole review of work completed to date and resulted in an
 
detailed program for improvement of construction and construction supervision
 
of coops.
 

The same consultant assisted the updated existing and potential contracting
 
capabilities in the private sector. 
This was both to provide a supporting

analysis of contracting capability to undertake this loan and to assist
 
NEA expand participation of the private sector.
 

A financial analysist form the NESA Bureau is now on TDY in Manila
 
to undertake a comprehensive review with NEA of revisions of the financial
 
reporting and management of NEA's portfolio. In conjunction with this
 
exercise a review of the performance of NEA's feasibility study section
 
will be undertaken in insure that actual operating results from existing
 
coops are systematically fed back into the feasibility studies; thereby allowing

periodic revision and updating at feasibility studies based on actual field
 
experience.
 

Discussions with NEA since the last loan approval in June of this year
 
has also concentrated on development of a nucleus within NEA for continuing
 
evaluation of the impact of the electric cooperatives in the rural areas.
 
A new evaluation unit is being formed within the Department of Finance and
 
Franchises to work on this problem. The head of this unit was brought 
to
 
the U.S. this fall as a participant and spent two weeks with key officials
 
at the World Bank who have been undertaking a two year evaluation of rural
 
electrification projects in preparation of 
a major IBRD entry into this field
 
as an active d-...or. The World Bank has offered to cooperate with NEA in the
 
evaluation of their program and the development of a permanent in-house NEA
 
capacity to continue this function.
 

In the overall, the project committee believes NEA', institutional
 
progress since the first AID loan has been remarkable. Deficiencies still
 
exist but will be handled through the continued provision of consulting
 
assistance during the project implementation.
 

The annual balance sheet for NEA and explanatory information dated
 
June 30, 1974 and attached hereto as Annex 4 shows total assets of $296 million
 
have been paid in the form of capital stock and capital surplus. Subsczribed
 
but uppaid capital stock as of June 30, 1974 is $860 million of which $482
 
million represents peso proceeds appropriated from general revenue or otherwise
 
provided for and to be paid in against stock subscriptions over the next three
 
years. This is sufficient to meet the requirements of the on-going projects,

the activities to 
be covered by the proposed loan and subsequent activities.
 
These subscriptions will be paid to NEA as project implementation proceeds.
 

It should be noted that a detailed internal financial review of NEA's
 
operations at the present time is essentially meaningless given the large

capital lending requirements of NEA's program, the deferred earning potential

from individual coop loans, and the small base of existing coops. 
 NEA is now
 
and will continue to be for the next ten years essentially a conduit for
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transfer of central government funds to the new systems.
 

In the second decade of NEA's existence, capital returns from coop
 

loans and internal cash generation by the coops will become an increasingly
 

important financial aspect of the program.
 

3. Rural Electric Cooperatives
 

The sub-borrowers of NEA and individual implementing agencies will be
 

the rural electric cooperatives themselves. Each of these cooperatives are
 

non-stock, non-profit membership cooperatives organized for the sole and
 

specific purpose of supplying electric service on an area coverage basis.
 
Most of the electric coops are registered under the provisions of Chapter II
 

of P.D. 269, although soue coops-are conversions of systems established under
 

earlier acts.
 

Each coop has full corporate powers required to operate as an electric
 

utility and may generate, transmit and distribute electric power to its
 

members (and non-members up to ten percent of the number of its membership).
 

These coops, on the average, serve a population area of 100,000 people and
 

an initial load of 7-7,500 customers (4 years).
 

The electric coops also have the authority to assist and promote power
 

usk through relending of NEA peso proceeds. Uses to date have been concen

trated on house wiring loans for low-income families and line extensions and
 

related costs for electric pump irrigation 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, and fees levied by the GOP or its instrumentalities,
 
including incomu cax, franchise taxes, import duties, etc.
 

The development of the cooperatives' management capabilities is scili
 

in an early stage. NEA provides ongoing training seminars in . rious fields
 
of system operations to strengthen cooperative management. NRECA advisors
 

assist tha cooperatives with their operating problems and provide g-o3d liaison
 
between the cooperatives and NEA in Manila during these early stages of
 

project development.
 

While NR\ accounting records are satisfactory, the electric cooperatives
 
(other thah MORESCO, VRESCO and the take-over coops) -- are in the initial stages
 

of setting up bookkeeping procedures and accounting systems. NEA auditing
 

acts as a check on how the cooperatives handle their budgeting and finances.
 
This procedure is adequate as a transitional practice. However, utilization
 

of independent CPA firms is an essential requirement for the expanded coop
 

system. Numerous small CPA firms exist in the Philippines and with limited
 
training in electric coop practices, can assume this responsibility. A
 
program to address this problem is being developed by NEA.
 

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 50 cooperatives with general managers (including
 

MORESCO and VRESCO), 23 have permanent appointments, 13 have general managers
 
in probationary status and the final 14 have NEA staff members on temporary
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assignment. These latter acting general managers are in recognition
 
of r need to strengthen the cooperative management while, at the same time,
 
giving NEA headquarters people direct exposure to the problems of cooperative
 
management. This assignment of NEA staff to various cooperatives on a
 
temporary basis also prepares them to assume the role now handled for NEA
 
by the NRECA cooperative advisors.
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B. Project Financial Aspects
 

1. Project Capital Costs
 

Feasibility studies for NEA's expanded coop program have now
 

been completed for over 70 individual systems. Design standards for
 
these systems are well established and based on modification of U.S.
 
REA standards. The basic system approach is centered on construction
 
of a "core" distribution system as the first stage effort; with
 
expansion to outlying area as a second stage undertaking. A description
 
of TA's staged approach is set forth in Annex 8
 

As NTA has gained experience in coop design - standardized
 
material take-offs and cost estimates have been developed and computlr
izeu. Ihe cost estimates for this loan are based on the estimated or
 

typical distribution coop, e.g.: 

Costs of 'TypicalElectric Cooperative 
based on recent FX procurement costs 
and local contract costs - 9/1/74 

Material of type being procured 

under U.S. Loan ........ ................... 1, 250,000* 

Poles and Trossarms ...... ..................... . 151,000 

Construction labor 152,000 

:eadquarters facilities (no power plant) 367,000 

lqngineor Services 73,000 

Substation 180,000' 

Coop overhead during construction 27,000 

Contingencies 2C0000 

2, 400,000 

*Virtually 100" foreign exchange. All other costs 

are local cur.ency. 

'he proposed development loan of $20 million, less some additional
 
funding of U.S. consultants, would permiL construction of the equivalent
 
of about 12 additional electric cooperatives. It is estimated that the
 
GOP, through NBA, must provide about $14 million in direct project costs
 
plus another $2 million for agency costs, all in local currencies. The
 
agency costs include supporting funds for the two U.S. technical
 
assistance groups, Stanley Consultants, Inc. (engineering) and the
 
National Rural Electric Cooperative Association (management).
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positive operating procedure.
 

Now that IA has gained approximately ayear's experience in ad
ministering the coops taken over in1974~, and in light of the data supplied
to AID fr'om which the above analysis is drawn, USAID- isplanning toiwork 
with NEA toward developing a more 'completeL and systemnatic financialireport
ing and analysis system as an~ improved management tool for forward planning.
USAID is currently undertaking an indepth analysis Lof the following aspects 
of NEA's present~operati6ns in order to assist in the developmeit :o±fan 
improved financial management system: 

S1. Analysis of present reporting standards and requbrenents from the 1coops. 
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the normally
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at 

tion and project selection.- Addressing this aspect is.difficult~as': 

Gien l.ow financial 'retunrg to.,lcrcl cooperatives, 

electric power .investments wouJldwide have traditionally~jbee supred:6'a ~ 
primarily by financial analysis. Even i. the case' of, the 'substanti.al and 
successful U.S. rural electric .program no .supporting economic, analysis, 
was unde,7taken either in.-advance or after the fact. ,, 

In consid( rinig economic returns on rural electric projects careful 
attention was paid to recent IBRD survey work undertaken on existing rural'.- a

electric projects in the LDC's. 
 This extensive effort by the bank'ofthe'~ 
IBBD focused on an indepth analysis of experience in Latin America' '..e 
bank study concludes that, in general, economic.'analysis of rural electric 

a 

asystems are substantially more favorable than a-simple financial analysis 


would indicate. Surplus benefits from farmsl,agro-industries and'commerce 
add substantially to benefits and shadow pricing inmanyLCountries favor 
the projects. 



4'Once these surplus benefits are developed, the projects achieve a
 
substantially higher degree of respectability. Even here, however, it,

should be not3d that some of the'benefits cannot be accurately quantii-ied
 
-These 
 include both economic and social aspects including surplus boenefits
 

-~ to household, social considerations of concentrating on rural poverty,
 
-institutional 
 benefits such as promoting''local cooperatives andnriore 'active

participation in the development process by the local populationLa':"a, 

- To illustrate the economic return in~the Philippine cortext-: an
economic anlsswas undertaken indepth the Ilocos- N'orte' coopwith a'bai 

-for 'asystem deinfcsdor the "core system",approach.,- Local'economic'-- >.a 

a conditions in !locos Norte province are less fvrbeeconomically~ta
the average prevailing conditions throughout the Philippines.-h-

I- ' ' m e l i- ,'Th 

a ~'a~j, family income within the region in 1971 was I 1813.($26o Ie~susMIa

edia
natinal of -2454 ($350). 52.lf%of the families in'theeonap''

aa~~a~'. also in the lowest 40% income bracket natilonwide. -' 'a 

~'~~' ~A~--a. -'Detailed analysis of this coop shows an economica~internal, of~' areunat 20-32%,and an economic co'st benefit":'raitio'f -129 utiJi z '.oprunity4 sot of'Capita of 15%. Iniaib of$ ~i retiu 
Indi atlnsa-aof, economic' urn' axe 

http:substanti.al
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thus favorable and the proposed investments in these systems appears 
to
 

be justified in the context of overall GOP investment priorities 
and
 

when compared with alternative investment opportunities.
 

Selection criteria and supporting feasibility studies will here

after require calculation at both discounted financial and economic
 
This will be
 a condition of qualification for AID financing.
returns as 


in addition to the existing practice of calculating 10 year pro 
forma
 

provides a detailed description and
 financial statement. Annex 5 


calculations on the Ilocos Norte Coop.
 

D. Impact on U.S. Balance of Payments 

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

Goods and services financed by the loan will be obtained 
from
 

favorable. 

Code 941 (U.S. and lower income countries). About ninety

AID Geographic 
percent of previous loan fund expenditures were for procurement 

from U.S.
 

It is expected

firms with the balance supplied from Taiwan and India. 


that essentially the same situation will prevail under 
the proposed loan.
 

Technical standards developed under earlier loans have been based 

The proposed -programessentially on U.S. design and equipment standards. 


should therefore provide a good basis for future U.S. exports 
to the
 

Philippines to support the substantial program expansion 
in rural
 

For 1977 through 1994
 electrification currently contemplated by the COP. 

estimated at :'1.6 billion. 

rural electrification investmenit requirements are 


Given the current 55% import percentage, commodity export 
potential to
 

i;ven

the Philippines would account for $880 million over this 

period. 


assuming a shift to greater incountry manufacture, the 
potential market
 

for U.S. exports is great.
 

E. Project Technical Analysis
 

The individual subproject financed under this loan are 
relatively
 

Correspondingly there
 uncomrlicated rural electric distribution systems. 


are no comiplex technical aspects of design or construction 
that warrant
 

particular attention from an engineering design viewpoint. As noted,
 
systems have been established under

designs standards for rural elect6ric 
engineers. These

earlier loans with the assistance of U.S. consultin6 

are based on those developed by the U.S. Rural Electrification
standards 

the last 30 to 40 years and have been modified, when

Administration over 
required, to meet local conditions.
 

costs and quantities has been completedComputerization of material 
can readily be developed when basic 

so individual subproject.7requirements 
system design has been completed.
 

The major technical aspects of the program that require close 
review 

is essentially an institutional development problem related 
to continue(] 

upgrading of the technical capabilities for design, construction 
supervision 

The four local engineering firms, local
and construction within NEA. 

contractors and the coops themselves a key aspect of this problem 

has beten
 

since the first loan on developing the capabilities ofthe major focus 
EDCOP, DCD, and Adrian Wilson) two of

four local ASE firms (Trans Asia, 



d6naeme tat ~ ~ A4~ 

ilorss6 'dt e, anig1a t spotualye-inshe dvl_'enti __a6iUad.tir" cof' L eit s 'fiprms~eT~ a ko ~ 12d~~ 

ores benasinE a th ieisons of ± eotasrbesgstand~sec~ieldcseions, r
weeheldoatlco s ore(TraAiaLet (lackoP)oCulyaiidCD ad 
Lanc al~ (Adorisa isn aRere.,enSeaieye consulal ' toroug the fouratene
Pahil d sessAZ~in lo grdith rpeentis'ocBEapabi d 1y'.AFUSAalsnsc ofre aien eAwapssio hln heldin ania o Ocobe 30 

1974+reviewed the findings of tlhe field sessions and~reconmmendations for
improvement of this very important phase of the program were adopted.
 
-Annex 
 7 summrizes this training input.~
 

(2) Construction. Prior to the arrival of ihaterial and equipment

being procured under A) Loan 4I92-H-028- there was-little: opportunity to
fully asse'ss the Philippine construction capability in the field of trans

misson ineconstruction. 
Durin this period IJEA, by purchasing materials

in the Philippines and from India, and by using e~xcess property anidJapanese Reparations comodities, did provide' sufficient material to ~fuJlysupport construction contractors on five electrification projects. Work,
on these projects has 'been satisfactory and provide a historical measureof the ability of the lhilippine construction industr ' to respond to IVhe
future construction program. 

A graph showing the expected construction program for all rural~~:~"~electric cooperative distribution systems, including the ones to be 7, >i'Y
 
uner
finnce heproposed loan is shown in Ariex This construct ~ tion program is based on the schedulIed arrival of material- under te:I

~~~i"'<' Loans 492-H-028, 4~92'T-034. and future loans~
Annex 6 indicates that the largest 'number of systems-thatwi.ll beunder construction by contract at any one time will ~be 21, -The xstat.is of~k 

costrctin wrkand~" urrht a list of constructii~fizrms' ,qua2Ji ied to~~~
 
* ~ ~perforim 'the 'required work as'well as additional firmis mostlikely to' be~' 

>2(3) Coop Role. The individual electr~ic 'coops do not inidertake',engineering design. The 'local 
 rm zedonE,
:,"iuidJer. contract w~ith the coo~~ responsible'for" design and' cOnta.o 

4, x 

http:xstat.is
http:systems-thatwi.ll
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As owner of the system, the local coop does 
have a key role
 

supervision. 
 In
 
in review and acceptance of all design and 

construction completed. 


this aspect they are also assisted by the 
NRECA advisor assigned to the coop.
 

The coop is responsible for line extensions 
beyond the core
 

This work is done by force account
 system and for constructing line drops. 
Recent field reviews of this aspect has indicated
 for the most part. 


To remedy this problem AJ,, 
some problems with this aspect of the program. 


assistance to the coops
 
responsibilities will ne extended to clearly 

cover 

Corrective meas'Ces are therefore
 

for construction beyond the core system. 


underway and no major problems are anticipated 
in project impleme.mtation.
 



F. iroject Beneficiaries
 

As discussed in Section 
I. D.
will bencfit both those 	
the rural electrification programsegments ofthe population directly connected tothe coops and indirectly those benefiting from agro-industry, irrigation and
small scale Industries. 


grammed under 
With completion of the 12 additional coops prothis third loan, a total of -52 electriccompleted at least through the "core" system stage. 

coops will be 
through the Estimates on serviceinitial 36 coops financed underreparations and previous AID loans, Japanese,through take-over systers indicates customerconnections as follows:
 

Date 
 House Connections 
 Population Served
 
Dec. 1974 
 180,600

June 1975 	 1.08 million


291,900

June 1976 	 1.75 million


404,500

Potential 	 2.64 million


978,000 
 5.78 million
 

Gecoraphical dispersion of the house connection as 
of October
1, 1974 is as fcllows: wn 
- .......House
Coo ,rctive Covere~:Lj2 izd 	 Cc--flt ons-LastRf.iport This Rjort .I t3 data 

1. 
 1I1LSCo10 10 6,6182. VPES(: 	 60 6,6785 
 5 11,0303. Ilocos Norte ; 10 	 55 11,6858 2,319
4. Leyte 
 2,319
15 
 ; 13 9,286
5. Surigao Sur 	 1 
787 10,0735 6486. La Union 	 202 

; 5 	 85r,5 1,308 153 1,""61
7. Capiz8. Ahro 	 ; 109 ; 2,261 98 .	 2,3591,355
9. Larzo Sur 	 65 1,42017 . 1,778
10. A1lPy 	 203 1,981; 12 . 6. 3,894 :
11. 	catnruuanrs• 152 4,046
5 3 1,744
12. YMrinduLue 	 1,7446 113. Q 	 619Sur 1 	 019 

11 11 
355 	 35514. 


18121015. DulzzctGm1 	 170 18,3805 * - 14,0.716. 
 unna 	 14,047ii 11,506
17. L3ataal 	 . 508; 6 5 5,734 :18. Czavite 	 555 	 5,7895 : 17,332
19. bng u. L ; 	 8 17,3324 : 12,45520. So. Nu'Lva Ecija 	 . 12,455: 12,162
21. llcxxJSr 	
8 

12,16223 
 6 3,75S
22. Zan-J x 1Luua City 1 	
115 3,8701 8,14723. W. Sau.," 	 8,147: 4 ; 1 945
24. Occ. Miindoro 1 	
15 8,9604 93825. Ajlar. 	 93810 1 1,659
26. SorsjcJn 	 1 656: 13

27. Mi-doro Or. 8 1 596 	 *596 
,:59: 38828. SaLj Palay 	 388

1,88729. Porac 
.	 

-- ,8871 1 : .1,63030. San Jose City 	 1 1,630
* 2,164
31. iubngcj 	 2,164
1 :1 56032. 	 :6 Mexican Bos. : 	 560: 755 : 755 
T o t a 1 40 119 158,687 1,927 ]60 14 
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The additional 12 coops financed under this loan are not yet
 
finally selected. However, on the average these systems wi].l serve Y,000
 
to 7,500 customers per system by the third year. Approximately 90,000
 
customers or 540,000 people. The average population within each franchise 
area is 100,000 or 1.2 million people in the 12 coop areas.
 

The two key factors affecting the actual percentage of service 
connections in the franchise area at (a) timing and extent of extension 
of service beyond the core system and (b) with service available, the 
individual's dicision to connect into the system - essentially dependent 
on family income characteristics. 

As indicated in the projections for the initial 36 cooperatives 
shown above - June 1976 connection will constitute 2.64 million. out of 
5.78 million connections or slightly under 46%. We do not kncw how many 
of the unconnected customers await service access and how na:c-y will fail 
to connect due to low income statis. Moreover percentage connection by 
1976 will vary amongst the individual coops. NA estinates that in the 
large conversion coops on Luzon, connections will reach 85 to 90',within 

the next few years. But these systems are oldi- and the income levels 

in the areas high by rural Philippine standards. 

A key indicator as yet unknown in the Phiiippines is the aczual 
"thresholi" level of connection, e.g. the income lev,:el at 'zhieh -people 
elect to connect i f service is avai]1qhl - estiz:.7tes the threshold 
household income at approximately $350. * IBRD tudies in Latin Anerica 
indicate the level around $500. These figures combined with LAY 

estimate of u-) to 90/3 potential connection in coop areas would confirm the 
indication that the "core" system approach of necessity first serves the 
more densely populted areas where average is-ioomuhigher. Cver the 
long run - increased costs of extending systems imao the less densely 
populated area may be as much of a constraint to direct service uL income 
status. h7owever both factors go hand in hand and there is no fda..fble 
way of starting on the low end of the spectrum. 

As discussed in the section on evaluation, this aspect warrants
 
and will receive particular attention as the new systems come into
 
operation on a commercial scaJe.
 

Residential Consuners 

The~pattern of household consumption in rural homes a-fpeaxs s.milar 

in the Philippines to patzerns shat have evolved in Iatin America. l]'LID 
analysis in L.A. slows houser-.old consumption of power as a percentage; of 
income and by use of power as follows. 

* Based on survey data of three MORESCO municipalities. 

Municipalities Low income High Income 

Alubijid Pesos 200 Pesos 1,500 pez month 
El Salvador Pesos 200 Pesos 1,20V per month 
Languindingan Pesos 140 Pesos 1,000 per month 
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Relation between Household Income and Exenditure on Electricit 

Per Annual 

Fnily capita cost -COSTS : US$ 

family family

"Elec- Annual income

Conneo- Appli- income
income
Total " mean ances tricittion 2
lianoe 

9 430 72 2% 
13 2 6 

Lihts (L) 


8 15 550 90 2%
 
18 15
L+ Iron (1) 

850' 140 10% _/
1 270 22 81
LvI+Refrig. (R) 

6%V35
1,000
10 62
18 240
L+I+TV 


7% I./0 160 2,30 32018 600L+I+R"TV 

/Source FA Salvador Study.
 

2/Inciudev hu iriig.
 

Usings 20%,anuity on connections and appliances.
 

family income by unascertainable
to augmentW pafrigeratA ial (ftha used 
is probably underestimated.famir iiCkc=
amOunta 

and cost of power
Statistics on corcrelation between family income 

in theIndication of utilization
been generated by N\ko. the :.QORESCO cooputilizel have not indicated by statistics fromhome however are similar as 


as of 12/7.' :
 

c"of Conrections
Nurmberit; .
 

100
5,895
Connections 
 100
5,895
Lights 
 12.5'i
743ilectric irons 

7/,
413Phonographs 

9.9'1,583
Refrigerator/freezer 


Lighting is the first
 
The pattern of consumption therefore appears 

similar. 


and most extensive home use, electric irons 
are the next priority use, then
 

food preservation and finally home entertainment.
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Small Scale IndustryAgriculture Agro Industry, and 

of thealso be residential consumerWhile small farmer will 

coops, the main productive use of electricity 
currently programmed
 

for farmer benefit is small electric pump irrigation. 
The following
 

table indicates programs currently in the 
development phase by NEA:
 

Status of BISA Prujraw, (Phaso I) 

Coop 

1. Ilocos Norte 

2. La Union 

3, Capiz 

4. Abra 

5. Lanao Sur 

6. Iloilo. 

7. Cam. Sur/Albay 
8. Isa±ela 

9. Parknancja 
10. Laguna 

11. Cavite 


T o t a 1 


Phase II
 

1. Anticue 
2. Cagayan 

3. Davao Norte 

4. Leyte 

5. Min3oro Occ. 
6. Pangasinan 
7. Quezon 

8. Sorscgon 


T o t a 

N,o. ul" Fcliera 
Covered 

,1102 

1,353 

3,070 

1,096 


690 

1,316 

1,300 

1,770 

2,276 


634 

100 


14,856 


1,0()0 
1,00() 


750 

950 

500 


1,250 

500 

500 


6,40 

Area Covered 
in Has. 


2,490 

5,380 

1,835
 
1,032 

1,729
 
2,680
 
2,988 

2,562 


725
 
270
 

-22,793 


2,000
 
2,000
 
1,50
 
1,900
 
1,000
 
2,500
 
1,000
 
1,000
 

12 900
 

/,.&Lual 
Area .Servcl
 

50
 
440
 
115
 

112
 

100
 
176
 

993
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As the above table indicates the proposed program under development

will bring irrigation to 21,306 farm families or a farm population of
 
approximately at 127,836. 
 Only 993 were served as of October 1, 1974
 
so the program is still in its early stages. An expanded pilot
 
program in the Lanao del Sur area is under consideration for AID
 
financing in FY 76 if funds are available.
 

Small Industry
 

The small industry program promoted by NEA's power use division.
 
12 projects are under development or operating as follows:
 

Location Products 	 Potential
Emnployment
 

1. Albay 	 Fibercraft Partial operation 300

2. Pampanga 	 bamboo craft 
 " 	 212
 
3. La Union 	 Woodcraft 
 219
 
4. Bulacan 	 Embroidiery 
 179

5. Capiz 	 Garments 
 300
 
6. Akla± 	 Fibercraft 
7. Lagiuna 	 Embroidery garments under development
8. 	queva Ecija Bamboocraft
 

Rataan Craft
 
9. Albay 	 Wooden furniture .
 

10. Lanau Del Sur Metal craft 
11. Albay 	 Metal craft
 
12. Ilocos Sur Tobacco curing
 

The proposed IBRD $30 million loan for dispersion of industry and
small scale industry develo-oment aill provide $2.5 million to the GOP for
 
support and expansion of this program.
 

The above programs are those directly initiated by 'EA's po'er

use division. Tnnerous other applications are erpected to develop

spontaneously or with the assistance of the GOP's new thrust at srall
 
scale industry and agro-industij program. 

Data is not currently available on these applications.
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G. Project Environmental Aspects
 

The project, as a rural electrification project limited to the
 
construction of electrical distribution networks and house connections,
 
with no large power plants has limited potential for signific.ant adverse
 
envirtnmental effects. The few excess dieSul generator,, installdto be 
with AID assistance ar ! not sufficient to materially affect the onvironrent. 
The potential for these effects is addressed below.
 

Short-term effects are essentially those effects imposed on the
 
environment during the construction stapes of the project. Since 2onstruc
tion activities will be limited to the installation of poles and ,,ire in
 
rural areas, no significant adverse impact is anticipated other than removal
 
of trees on the 15-20 foot distribution line easements. Existing physical

land characteristics and foliage will be little disturbed and there will be
 
little chance of affecting native ecological systems.
 

To the rural homeowners, the project will bring electric power for
 
better lighting and for permitting use of appliances, such as refrigerators,

irons, washing machines, etc., all of which will contribut, to a better
 
quality of life for the rural people. Refrigerators, in particular, pro
vidin6 cold storage to prevent spoilage of food as well as providiig fly
free storage, of food, will assist greatly in protectin< th. oith of rural 
peoples. 

..art of the economic justification of the projecvt is th( pt -tial
 
for sti-mulation of industries and for pumped irrigation.
 

The industry to be generated is expect d to be cottage-type individu
ally small in size and relatively widely dispersed with little potential for 
adverse pollution of air, land or water. The larger enerLW cons-uing and 
polluting tyme of industries have located and will. continue to locate in 
areas where there is a large source of cheap hydl'o-power. Eliect-o,2 rates 
in the rural ,electrification zones under this loan will not be attractive 
to the larger power-consuming industries. 

lTe punpe-irrigation projects that might o. - r escacn being a it 
of this uri, electrification do have environmental implications -uhat should 
be addressed. However, since the environmental L£oact from these, future 
irrigatioun projects is so site-specific, each such pr'jest ioid bc,
investigated for envirormental impact at that point i_- futrex tL -,en the 
individual piroject is planned.
 

l'ational reso-arc-s irreversibly committed auring the ismpementation of 
the project are iLm:ited to lands in rural areas that will serve as a riuht
of-way of uistribution lines. 
 The land area thus corniitted will consist 
of long, narrow strips of land that could be actually exploited for agricul
tuaal purposes between Doles.
 

Annex ill 
 includes the full environmental discussion.
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H. Role of Women
 

The Philippines is one of the developing countries where women are
 
already actively involved both in the political process and the country's
 
development efforts. Women are highly educated and play a key role in the
 
professional community of both the public and private sector.
 

In the case. of the Rural Electrification program women have assumed
 
an active role in both NEA and the Coops. At NEA's level women hold key
 
positions such as head of public relations, head of the construction division,
 
Chief Office of the Corporation Auditor and a number of more junior professional
 
positions.
 

At the Coop level women play an active role as members of the Board of
 
Directors of many coops, ane one acting Coop General Manager is a womaa.
 
Again, women also hold a number of key positions at the junior professional
 
level within the Coops.
 

Based on USAID review of the policies and practices of NEA and the
 
Coops, it is apparent that women are provided access to professional
 
employment at all levels of the Rural Electrification program based on merit
 
and their professional qualification.
 

The project Comittee does not believe any particular conditions need be
 
applied to this loan to enhance the role of women in the program.
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Section 3 - Project Implementation
 

A. Iarplementation Plan 

1. S 

As in the case of the earlier Rural Electrification Loans primary
 
responsibility for implementation of this loan will rest with NFA, drawing
 
upon the technical assiatance of NRECA and Stanley Consultants. Procure
ment of commodities will be initiated in advance of the completion of final
 
system design. Procurement will be against a standard bill of materials. 
Commodities received will either be warehoused in the Manila area or at
coop site warehouses as appropriate. NEA is rapidly gaining experience in 
the administration of a large and detailed procurement prograr, under the 
able guidance of a materials/warehouse specialist from Starley Conultants. 
The availability of large quantities of material and equipment reqLired 
to construct the systems of the electric cooperatives now permits rapid 
completion of systems once a construction contract is signed. 

2. Procurement
 

Corznodities to be procured under this loan are essentially the 
same as procured under previous loans. 3tand rd IFFI 
documents have been developed and refined as bidding experience was gained. 
The standardization of designs for cooperative owned systems at the 13.2 
and 69 h-V levels has percmitted IaEA coi~plete flexibility in adjusting quantity
orders to fit the needs of the system once it is designed. 

Warehouse and storage facilities at Sangley Point nea!r VIanila which 
have been in use since 1971 have been augmenzed by thr'ee ware-houses in the 
Port Area in anila. PLursuant to agreement with Eational Power Corii.oration, 
the property owners, NEA assisted by Stanley, now operates these lanila
 
warehouse units as a receiving and trans-sh1i:emnt point. Commoditi,s
 
arriving from overseas axe checked, coded ana i ssigned their next destina
tion. Most of the incominp stock goes directly to storape facilitLes which
 
have been constructed at the cooperative headquarters sites. ',here the
 
incoming items are not yet required at the constaction site, they are
 
consigned to the Sangley holding area until required on the prodec. 

3. Selection of cooperative iis 

At the pr-esent tia7 over 75 sites have been selected and 51 
cooperatives are organized which is more Than enough to absorb the saterial 
and equipment to be procured with the proceeds of previous loans as well as 
the proposed loan. The actual cooperatives -o be constructed will be 
selected froe the list of couoeratives in the Electrification group marked, 

(- Eligible for AI loan 4)2-T-034 and FY 1975 proposed loan? shown in 
Annex 2. As indicated in the annex, feasibiLity studies and esign work 
for this group has been undertaken by the Philippine A,,:., firms. 

AID review and approval of coop selection es.: ntially will follow
 
the procedures adopted for loan 492-T-034. Certification by ,I:A and
 
Stanley Consultants will continue to be required before any i.2,. fundJei,
 
material and equipment is delivered to a cooperative for its system.
 

4. Planning procedures for cooperative implementation
 



Previously, NEA, assisted by Stanley and NRECA,. had performed all 
planning functions for the rural electrification program. The timing for 

A&E services, procurement, construction and adxministrative staffing was
 

carried on by hNA on behalf of the cooperatives. With continued develop

ment occurrin at the cooperative level, NEA has determined that the
 

cooperatives are now in a position to prepare their own work plans which
 

will govern their future development.
 

The work plan scheme was introduced on AiVust 19, 194 when the 
first group of seven cooperatives met at h7EA headquarters and were 
instructed by NBA and the consultants on how the work plans were to be" 
prepared. This was continued during the next five days, with the remaining 

13 cooperatives in the northern part of the Philippines participating. A 

similar program was held on September 2-3 in Cebu where 16 cooperatives 

from the Visayas and Mindanao were in attendance. A total of 36 coopera
tives participated in these sessions, including all those that are in 

operation or are about to embark on their first construction phase. Select 

members of the NFA's staff, representing the A&_E Division, Construction and 
Accounting, worked with the cooperatives as they prepared the first drafts 

of their plans.
 

The sessions were enthusiastically received and produced some 
excellent coo-perative-prepared plans for system development and staff 
expansion. The prepared jplcas have been reviewed by N\I , cc~ nts on 

staffing proposals have been completed, and material ci,Ind ent re

quired to meet the system construction objectives of these Lans has been 
allocated.
 

Other cooeratives. in addition to the 36 ... c th.s 
first plEnning sssions, will be inclue.ed to future planning sessions. 

This _:,.ercise renresents a major shi:t in emphasis at NFA. The 
initial grouIp of cooperatives is now considered sufficient.':r mature to 

begin to exercise good judonent and I7?A i-t fost l'iig :. g iA will 
continue to , onitor all activities includirg the engineerin, construction, 
fir~a~cial aa: pu,-onn:l nigemnt acVitnries of the cooperat ives, but will 

become more of a reviewer than a do Jr in actual cooperative L-jlemerza:ion 
as ti goes on. !he only area which 'EA wiLl 'be ane or ess totally 
invo.e.. for a period of timc ',illbe j..-, procu2ement, excel-t for 
poles -nd c:rossaxrss, which the cooperatives hav e already uindertaken. 

5. <onstrucion 

<'onstruction is novin- fori:ard at an acceptable pace but wjill 
bear lIuze scrutiny Lo ;Assur& compliance with B-A, establiehe, ztars,'ia. 
The loan will permit the ecqivalent of up to 12 cooperatives to be 
constructed which in- itself should be no particular burden for the 
construction capability of the Philippines. What must be watche care
fully is the country's ability to supply construction and A%',fie.(I ex
pertise to carry on construction work on 21 systems at any one time as 
indicated in Annex 6. NIEA, assisted by Stanley. is stepping up its 
training of A&E field personnel in order to meet this 52,, challenge. 
Construction of backbone facilities will be by cometizive award to 
local contractors. In some isolated locations construction may be done
 
by force account or the Philippines Arny Engineers, if contractors are
 
not available. Construction of facilities for thi"s phase is relatively
 
unsophisticated and availability of contractors is not considered to be
 
a problem.
 

http:inclue.ed
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Philippine wood poles are being used exclusively for the needs of
all the cooperatives. NEA has acted to counteract inflating prices for
local timber with the assistance of the cooperatives themselves. 
Contracts
have been made with small logging concerns, in addition to larger suppliers.
for pole supply and, in some instances, cooperatives have obtained timbering
licenses for selective cutting foi: pole procurement only. In these cases
the cooperatives arrange for hauling to and from treatment plants. 
 Poles
 
are now being processed at the rate of about 3,000 per month.
 

The construction will normally consist of a step-down substation
(69KV-13.2/7.6), three-phase lines, and a limited amount of single-phase
lines. The construction contractor will be required to build substations,

set the poles, string line and set transformers; line drops and house
wiring will be handled by the coops. 
 The proposed schedule calls for a
minimum of 12 months for completion of a system Ueing constructed by

contract.
 

The INEA has prequalified a total of 14 firms for construction of
electrical distribution lines and power plants and 31 for headquarter

facilities. 
Consultant Earl Clark interviewed 17 representative firms in
Manila qualified to do line construction and 16 of them expressed their
intention to submit bids on NEA projects. Annex 6 includes a "Listof Contractors" showing the contractors prequalified by ITA as well as
contractors considered qualified and/or active in the electrification program by the four Ak,! firms in the rural electrification program. The
list also identifies those firms interviewed by Mr. Clark. Mr. F.C.
Gonzalez, V.P. of Romago Electric Co. and a member of the Philippine
Contractors Association stated that since other work available to contractors
in the Philippines is slowing down, he expects large contractors who have
shown no previous interest in rural electrification will also begin to
bid. WEA plans to interview several firms on the "List of Contractors"

with the view of increasing the number of prequalified bidders.
 

In view of the above information it appears that there is anadequate number of interested contractors to permit implementation of:
the major portion of the backbone rural electrification projects by contract
 
rather than by force account.
 

Tables showing the current status of all rural electrification
construction projects are contained in pages 3 and 4 of this Annex 
6 

Construction of secondary and service lines will be accom-lished
by force account by cooperative personnel. This procudure was followed on
 one of the AID-financed pilot projects and resulted in satisfactory construction. The amount of work involved can be performed by the cooperatives
regular staff and completed in a timely manner to permit orderly energizing 
of the systems.
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6. 
 Pipeline Analysis and Implementation Schedules.
 

W~th approval of Rural Electrification III AID will have committed
 
$58 million toward partial funding of NEA's Phase I program.
implementation procedures for NEA and AID actions leading up to dis-


While
 
bursement of funds are now well developed, a substantial lead time was

required to reach this stage - particularly as
of AID's first Loan - 028. 

it related to implementation
A nipeline analysis of the three loans would

therefore show low disbursements at this time. 
 This aspect of the project

was carefully reviewed during project preparation and the project committee
has concluded that all three loans will complete disbursement within three

years of completion of conditions precedent. 
Thus the projects will conform
to the limits currently set forth in PD 57.
 

Particular notation is made of the high rate of shipment of commodities
under Loan 028 
 in recent months.
commodities was $2.8 million or 14% of the loan. 

For example October deliveries of
 

Essentially all Loan 028

commodities will be shipped, and AID disbursements effected by the end of
 
CY 75. 
 The exceptions to this schedule are restricted to final shipments

of conductor and distribution 
transfcrmers due 3/1/76 and 6/1/76 respectively.
These dates are contract detivery dates and the suppliers may improve on the
schedules.
 

Loan 034 should be substantially disbursed in CY 76 and the proposed
loan in CY 77.
 

Annex 
 10 
provide a more detailed schedule of fund disbursements and
commodity shipment schedules.
 
It should be noted that after shipment of commodities, and disbursement
of AID's Loan, an additional average ppriod of 12 nonths will be required
for coop construction. 
This period will vary by ccop and is
set out in Annex 6 attachment 1 

more clearly
- Construction Schedule.
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B. Implementation Schedule
 

1. Loan Authorization 
 December 31, 1974
 

2. Loan agreement negotiated and signed 
 January 15, 1974
 

3. Conditions precedent to opening first
 
Letter of Commitment met 
 March 15, 1975
 

4. Evaluation Plan due AID/W 
 April 15, 1975
 

5. approval first bid package 
 March 1975
 

6. First procurement award 
 August 1975
 

7. First delivery of materials 
 March 1976
 

8. Begin construction utilizing Rural
 
Electrification III commodities 
 June 1976
 

9. Completion utilization R.E. Illcommodities
 
£or core system construction. 
 June 1978
 

C. Evaluation
 

1. Technical
 

As discussed earlier in the text, 
an evaluation of coop construction
was completed in September and October by an AID consultant, Earl Clark.

This review covered actual field visits to coop construction completed
to date and the performance related thereto by NEA, the local coop, the
Philippine A&E's and local contractors. 
A substantial number of deficiencies
 
were noted during this inspection and corrective measures are being

instituted to Insure improved construction and supervision thereof.
 

No major design deficiencies have been noted to date. 
Design
aspects are monitored on a continuing basis by Stanley Consultants who
reviews all technical work by the local A&E firms on behalf of NEA and
also directly assists NEA in its engineering.
 

A follow-on evaluation - again by Mr. Clark is tentatively

scheduled for spring 1974. 
 Periodic reviews thereafter will be undertaken
as required. 
Mr. Clark is a recently retired AID engineer, who was project
engineer on the prior AID loans. 
He therefore is well acquainted with the
Philippines and the on-going program. 
In the past Mr. Clark worked for
REA, and also was managing partner in this own design firm 
- specializing in
design of rural electric systems and construction supervision.
 

2. Financial
 

Operating financial data from individual coops is just now
being developed as takeover and new coops are beginning to 
serve a substantial population load. 
USAID has therefore decided it is timely to
undertake a comprehensive review of NEA financial reporting and monitoring
procedures. 
Mike Speers, a senior financial analyst from the NESA Bureau
is now in Manila to begin a joint review of the financial aspects of both
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operations and those of the individual coops. 
This review is partially
discussed in Section 
 B2 
 of the paper. Mr. Speers is accompanied by
the project loan officer, Hr.Bond, who will participate in the review.
 

The on-going review will focus on coop financial reporting systems,
audit capability, utilization of financial reports in upgrading feasibility
preparation and coop financial projections, and rate policy as 
it relates
both to coop performance and generation of capital for financing system
expansion and/or to supplement NEA capital availabilities.
 

Attention will be given to computer applications for financial
management of both NEA as a development bank, feasibility study work and
preparation of annual and long-term projections for the individual coops.
 

Based on the above review, a follow-on program will be recommeuded
for further review and/or implementation of the recommendations.
 

3. NEA Evaluation Unit
 

NEA has now established a new evaluation unit within its
organization. 
Chief of this unit will be N. Bulatau, who's background is
economics and finance. 
Bulatau has completed an orientation program in
Washington-with the IBRD public utilities personnel who undertook IBRD's
evaluation of rural electrification experiences in Ecuador and who
developed the IBRD's initial policy paper on Rural Electrification
(See IBRD - Issues in Rural Electrification - July 1974). 
 Mr. Bulatau
also reviewed with the Bank currently unpublished studies on the economic
and social impact of rural electrification projects,
 

The objective of Mr. Bulatau's orientation and the creation of the
new evaluation unit, is to develop for NEA Board consideration and approval
the scope and objectives of NEA's evaluation policy so that evaluation can
be institutionalized with NEA itself. 
 Such a plan is required as a covenant
 
under Loan 034.
 

We da not yet know the full evaluation scope proposed by NEA
but expect a draft plan by January 1975. 
 For the most part we expect that
professional inputs into evaluation can be obtained within the Philippines
from private firms and academic sources as necessary to supplement NEA
 
staff.
 

NEA has also extended an invitation to IBRD staff to visit
the Philippines, review the program and assist in the evaluation phase.
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4. USAID EVALUATION
 

In order to bring AID's evaluation of this loan and prior AID loans
into a more comprehensive focus, USAID will prepare an updated evaluation

plan for these loans. The updated evaluation plan will include the
 
technical and financial reviews discussed above, NEA's own evaluation

efforts discussed in pars 3 above and efforts of NRECA, Stanley Consultants,

Local A&E's etc. The consolidated evaluation plan will be keyed to a revised
and updated Log Frame which will cover all three loans approved to date.
 

A draft Log Frame for the Rural Electrification III loan is shown
 
on the following pages. Revision and 
expansion of the log frame, 
particularly

as it relates to objectively verifiable indicators, will need to be based
 on completion of NEA's own evaluation plan. 
The target date for USAID

submission of the evaluation plan is April 1, 1975 and instruction to USAID
on the preparation of this plan will require that it be developed in the context
 
of AIDTO CIRC A-603 - Improved Program Design and Evaluation.
 



PHILIPPINES RURAL ELECTRIFICATION III 


NARRATIVE SUlMARY 


Program or Sector Goal: The Broader 

Objective to Which This Project Con-


tributes: 


The goal of the project is to further 

the welfare of the people in the rural 

areas 4nd to increase income and employ-


ment opportunities particularly among the

lower 50% income group in the rural areas. 


This goal is among the highest priorities 

of the Government of the Philippines and 

USATD. 


Project Purpose: 


To make electric power available in selected 

rural areas at reasonable rates for both 

household amenities and increased production. 


Outputs: 
O u _ : 

(1) Further institutional development of NEA 
coops local A & E firms and construction con-tractors. 

(2) Constructed core distribution systems 
connected to a, reliable source of power. 

Input 

:Implementation 


AID 


$20,000,000 DL 


GOP 


$16,000,000 Equiv. Loan to NEA 


PRnJECT DESIN L"iARy
AS 


LOGICAL FRAMEUORK
 

OBJECTIVELY VERIFIABLE INDICATORS 
 MEANS OF VERIFICATION 


Measures of Goal Achievement: 
 (1) Coop and other utility records 


(1) Increase in number of rural house- (2) Census ad employment statisticsand 

holds electrified by 1980.(2CessadmpoenstitcsL
 

(2) increase in employment in rural (3) Census ond economic data 

areas by 1980. 


(3) Increase in per capita purchasing 


power in real terms for lower 50% income 

group of rural areas by 1980. 


Conditions That Will Indicate Proiect 
 (1) NEA records and field observation
 
Has Been Achieved: End of Project Status 


(1) 	 Approximately 12 new rural electric (2) New coop records 

pratny satiefactrl b18 ( N re d
 

coops operating satisfactorily by 1978. (3) NEA records
 

(2) These coops to have an aveage of 

7,000 - 7,500 customers each by 1980. 


(3) Use of some of project inputs for 

assistance to existiag coops by 1978. 


agnitude of outputs 	 (1)USAID evaluation of NA 
_ od e _o _ u tp ut 	 ( ) U S I e a u ti n oftend 

(1) NA viably handling epanded program (2) Progress reports and field inspections 


(1975-80). 
 by NRECA, Stanley and USAID 

(2) Approximately 12 new rural electric 
 (3) Field inspections by NEA, NRECA, Local 


coops organized and core distribution Coops, Stanley and USAID.
 
systems constructed by 1978.
 

(4) NEA records, Local A & E and coop super-

(3) Additional local A & E firma pro-
 vision of contractors. 

viding acceptable consulting services
 
to coops and/or four present firms
providing better staking and inspection

services by 1975. 


(4) Construction coctracts being let to
 
competent firms as required. (20 Active 


contracts for total program by end 1975). 


l t o(3) 

Taret T e AD Records 


Disbursed $10m CY76, $10m CY77, NA/consultant progress reports and field 
for necessary imported materials observation, 

I Overall U.S. engineering consulting

firm to NEA on the job full time.*
 

1 Overall U.S. institutional advisor to
 
NEA and the individual coops on the job
 

full time.*
 

Required number of local A & E firms on
 
Job when needed to design and supervise
 

construction for individual coops.
 

Required number of local contractors on
 
job when needed to build individual coop
 

systems.
 

Necessary local materials as needed.
 

*Financed under prior grant and prior loan.
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LIFE OF PROJELT FROM CY75 THROUGH CY8O 
TOTAL U. S. F tDM S20.OO0.000 (CY75-CY75) 
DATE PREPARED 12/7/14
 

IMPOPTAN-T ASSUMP'TIONS 

Assumptions About Linkaeltwem Proe P o aod ro 
ogra-Sector Goal
 

(1) the people want electricity and
 
supplying of electricity at reasonabe
 
cost does improve the quality of life.
 

(2) making low-cost relitble electricity
 
available will cau a growth in agrl
cultural, comercial and industrial
 
pr~ducton and coneequently job avail
ability. Implicit is an assumed response
 
by the possessors of spital and en
trepreneurial ability.
 

(3) increase in jot -vllbilities will
 
result in more people in the lower 50Z
 
income group earning more in rel ters.
 

i About Linkage Beteem Outs
 
And Project Purpose
 

(I) That institutionally organizing coops
 
and physically constructing core distri

butlon systems will result in viable
 
operating coops (with outside managerial
 

assistance) capable of connecting up in
ed n umb e r s o f cu sto era and co omi 

cally serving their power neds 

(2) That NPC will supply powerae2t Tas dandC grospl orrqlerequire
cents a. demand grows
 

Assumptions About Linkage Betmes Inputs 
And Outputs
 

(1) Time lag between contract
a awards ad
()Tm ewe otataad ~ 
delivery of imported equipment to Phil
ippines will not 
stretch out much more
 

than present.
 

(2) Local materials and services wl11
 
continue to be available as required
 

U. S. consulting services will
 
continue to be available as required
 

(4) NPC will provide poer supply 
connections when needed.
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Section 4. Conditions and Covenants 

Sincce this is the third loan to NEA, conditions precedent, covenants
 
and a standard three-party loan agreement between AID, the (OP and IA 
have already been developed. No major modification to this format I:; 
contemplated. 

In addition to the AID loan agreement, a stantLard If-A subloan 
agreement was developed under Loan 028 and updated under Loan 034. This 
loan agreement has been approved by AID and carries the specific terms and 
conditions of A.I.D.'s loan that pertain to performance by the coops them
selves. 

As in Loans 028 and 034, a detailed Implementation Review and
 
Approval Procedure checklist has been developed and includes all the
 
specific conditions that must be met for an individual coop before AID
 
financed commodities are made available to the coop. This checklist
 
includes key items such as review and certification of the feasibility
 
studies by the consultants, review and certification of preliminary design,
 
execution of the standard subloan agreement, approved rate policy, rights
 
&f way, requisite financing, etc.
 

Consultants for the project are, as noted, on site.
 

There are a number of additional items currently under discassion
 
with NEA relating to implementation of Loans 028, 034 and the proposed
 
loan. If not resolved, they may be includedas CP's or covenants.
 

(a) Follow-on field inspection of construction activity by March 1,
 
1975 to ascertain improvements in construction deficiencies
 
noted during the Sept., Oct. 1974 field review by Earl Clark.
 

(b) Action by NEA, including, Board policy statement if required,
 
to insure line construction beyond the core system is under
 
direct responsibility of the A&E firm.
 

(c) Completion of the plan to initiate a training program for
 
C.P.A. firms and initiate a policy determination to use these 
firms for coop annual audits. 

(d) Initiate an improverent program, if required, to correct
 
deficiencies and institute recommendations resulting from the
 
current financial management review.
 

(e) Expand feasibility studies to include calculation of financial 
and economic internal rates of return in addition to standard 
proforma financial statements. 

Other terms and conditions of the prior loans will be inc-orporat, 
into the agreement as appropriate. 
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Section 5 - Issues 

During the PRP review three main issues were raised in conjunction

with the proposed loan.
 

1. Absorptive Capacity
 

Isthe absorptive-capacity of NEA and particularly the local

contracting commun tty adequate to uti'.ize the additional
 
loan at this time?
 

Part of the scope of Earl Clark's TY was to assist UAID
evaluate the above aspects. As discussed in the text Mr. 
Clark concluded that sufficient contractors were available to implement the program on schedule. 
NEA commitment of funds
against supply contracts should be completed on Loan 034 by
Feb. 1, 1975. $8 million in orders have already been placed.
Absorptive capacity is considered to be adequate to implement
the proposed loan.
 

2. Project Beneficiaries
 

A request was made at the PRP review to address more fully theintended beneficiaries under this loan. 
This aspect is dis
cussed in Sections ,_ and 2F of the paper. Thediscussion in the CAP covers, to the extent known at this time,

the direct and indirect beneficiaries of the loan and complementary programs by the GOP to insure employment generation
and improvement of incomes in the rural areas. 

This aspect of the program will require a more detaile(I ongoing
evaluation prticularly to pinpoint such items as 
(a) threshold
 
income level of connections and percent of the population who

will ultimately be served and (b) actual creation of employment

opportunities in agro industry, agriculture and small commercial 
and industrial projects in the coop areas.
 

3. Scope and Tenure of AID Assistance 

While not directly related to the decision to finance Rural
Electrification III, there was raised and, is still unresolved,

a major programming issue as to whether AID should follow on
with additional financing for Rural Electrification projects in
the Philippines. 
 This issue was raised also in the FBS review
(FY 76) and USAID/Manila will be addressing this issue in the

DAP due in AID/W in December.
 

In summary, USAID has proposed follow-on loans of $20 millioneach in FY 77.76 and FY AID/W has proposed no loan in FY 76with either termination of AID assistance and phase-in of other

donor participation by 1977 or possibly one follow-on loan in

FY 77 if a review at that time and, funding availabilities and

other investment options so indicate. 
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LEGEND 

Cooperative Cooperative 

1. 
2. 

HDRESCO 
VRESCO 

38. 
39. 

S)rsogon 
Sulu 

3. Ilocos Norte 40. Pampanga 
4. Leyte 41. Bulacan 
5. Surigao Sur 42. Laguna 
6. La Union 43. Cavitu 
7. Capiz 44. ifugao 
8. 
9. 

Abra 
Bohol 

45. 
46. 

Quirino 
Kalinga-Apayao 

10. Lanao Sur 47. Mindoro Occidental 
11. Davao Norte 48. Bvnguet 
12. Catanduanes 49. Bataan 
13. Talim, Rizal 50. Basilan 
14. Leyte Sur 51. NegLos Occidental 
15. 
16. 

Iloilo 
Lanao Norte 

52. 
53. 

Nueva 6ci ja 
'iNj!Iate 

1?. 
18. 

Albay 
Batangd 

54. Siqul jor 
55. Surigao Norte 

19. Quezon 56. Rom b Ion 
20. Aklan 57. CamiguinI 
21. Cebu 58. Paluwan 
22. Zamboanga Sur 59. Davao Ori,&tal 
23. Misaamis Occidental 60. Biliran 
24. Zamboanga Norte 61. Agusan Sur 
25. 7ambales 62. Northern Sawar 
26. Pangasinan 63. Wcstei-o Saimar 
27. Negros Oriental 64. ,astern Sawar 
28. Antique 65. Tarlc 
29. Cagayan 66. Central P'angasinan 
30. Isabela 67. Ilocos Sur 
31. Nueva Vj.zcaya 68. Misamis Oriental 
32. 
33. 

Cotabato 
Cotabato Sur 

69. 
70. 

So. Nueva Ecija 
C... rines Norte 

34. 
35. 

Bukidnon 
Marinduque 

71. Zawboanga City 
72. Sultan Kudarat 

36. 
37. 

Mindoro Oriental 
Cararines Sur 

73. 
74. 

ttiguindanao 
Davao Sur 

75. 
76. 

Agu,/an Norte 
Mt. Province 

77. South Tarlac 
78. Tawi Tawi 
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Cooperative 

Fund-

ing 
i/ 

Feasi-

bility 

Study 

CO-op 

Regis-

tered 

Ar.-unt 

of Lcan 
mM 

A&E 

Firm 

2/ 

Under 

Construc-

tion 

Conn-_ 

-tioms 

EstjPeople 

Served 

10/1/74 __ _ 

29. Cagayan . C _ - -° 20 1L AtIA - - -
30. Isabela C x 3/72 26.3 A!,i__ 
31. Nueva Vizcaya C x 91/72 11.9 AWIA 
32. Cotabato C x 5/71 20.0 AWIA 
33. Cotabato Sur C x _ /71I 21.9 AWIA 
34. Bukidnon C __- x 5/72 18.4 AWIA .... 
35. Marinduque B x 3/73 20.4 DCCD 619 
36. 'MindoroOriental C x 2/73 22.0 DCCD 388 2 
37. Camarines Sur B x 11/72 12.9 DCCD x 355 2-400 
38. Sorsogon C x 1/73 14.4 DCCD _59 4.100 
39. Sulu C x 2/73 12.6 
40. Pampanga C x 12/72 7.C TAP ______ 18,380 12-900 
41. Bulacan C x 3/72 4.0 DCCD 14,047 9U_2,0 
42. Laguna a x 4173 4.0 11,508 80.000 

i43. Cavite C x 6/73 7. EDCOP 17,332121.00 

44. Ifugao C x AWIA 
45. 

46. 

Quirino 
Kallnga-Apayao 

C 
D 

x 
x DCCD J 

... 
-

.. 

47. indoro Occidental C x 3/74 3.0 TAP x 938 _"___.... 

48. Benguet C x 10/73 2.0 TAP x 12,455 
49. Bataan C x 8/73 5.5 _ 5,789 
50. Basilan D x 
51. Negros Occidental D x 
52. Niieva Ecija D x EDC __OP_ 

53. Masbate D x 
54. Siquijor D x 
55. Surigao del Norte D x 
56. Romblon D x 
57. Camiguin D x 
58. Palawan C x 1/71 1.0 LCCD N 
59. Davao Criental D x _ _

60. Biliran D _ x 7/73 
61. Agusan Sur D _x 
62. Northern Samar D x_.... 
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ANNIX 2
 
-
P.: 3 of
Fund- P"e i -L~~ 	
5 

CorF-erative 	 Co-op fiJ:o w-7,
fng bi 
 -

1/ Study 	 & 

- Connec-Lerpd 	 Est. People/ 
 Ci - Served65- Tarlac
64. Eastern S aNr DC 	 xx i 2/74 14.2 D0C/ 

5
 amon C 	 . ..
71 narat 	 x
66. Centra a.Pa 
 _ x__ _ 
 274 -----68 Mi sami s Oriental-	 .. W--..
D -	 8 _1 =0
74 .	 2 . 50069. 	 avao Sur TAP "
 
x 11/73 


S .N eva Ec " C
C x 1/74 2.1	 -3-8--------07
 

F:DCO----
-


12 1 

.. 

850o0 _o
 
7170.. Zsamarnesa gaNorte C 	 4 1 

3. 

.2D CD 
-

- ----
7 . M . r v n e x
72. Sultan Kudarat 	 2 74 3.5
D x 	 AWIA 
 -
8 147
 

78. 
 Tawi Tawi 
 Cx
 
TOTAL-7---7 
 --- 1-
 153-61-
 53 000
 

A. Previous AID Loans 
B. 	

- 2 (Pilot projects)AID Loan 492-H1-028 -C. Eligible for AID FY 72 (R.E. 	 I) - 24Loan 4 92-T-034 - FY 74 (R.E. 11)and FY 1975 Proposed Loan - 32D. Future  20
 
2/ Architecturaland 
 En ie rinF rms
 

AWIA 
 - AdrianEDCOP 	 Wilson Int'l.- Engr. Dev 
DCCD 	

CO. of the Philippines
 
-Design, 
 Construction, Coordination and Development
TAP Trans Asia of the PhilippinesAFr__ 
 Armed Forces of the Philippines 
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ANNEX 2S(UIIJLE 	C* aIJSnUJCI(t4 5 of_ 5 
of Lines)(iis 

1oaaI throul b
CEOVERATI FY 75 FY 76 FY 77 FY 78 FY 79 FY 80 

=16 	 5 30 
2 . RV _ _ _ 2 4 9_C O _ 


__ Iloos Norte 130 76 66 82 45 48
 

__-___...82 84 60 59 57 57
 

K 

L._. Su,iao.Sur 9 10 25 42 61 54 

S6.:_1-ibn im 41 11 13 1 13 13 

. Caiz___ 91 80 37 48 40 35 
_A,AL,, 	 123 80 31 35 42 44
 

... Ul 1025. 0 22 _22 36 57
 
]0. mjo Sur 162 106 13 _8 16
 

-Norte___ 150 100 42 2628 28 

i12. ,iL4Als__ 80 15 10 47 .18 
D. a, Rizl ___ 79 3 3 3 3 3 

1.4 	 (_-e'e 15 10 10Sur 	 106 26 49 
15. Ilcilo 159 i00 5, 72 97 7 _ 

,l . 158 100 56 18 _AK4qgNorte 121 1 
A -J\/,__I ____-106 84 82y 90 _09 79
 

_]8:.f .7SpAs 58 110 82 91 88 97
 
__________on_ 50 74 90 88 116 97 

10Q- _ia 	 5 0 926 2G 31
so 100 - 69 2 

21. CcLW 50 90 23 67 52 511
 
I_.2. _Za-ma 'Sr _00__ loo 59 29 29
 

MsLiatLs Occ. 50 20 20
 
I2i _> Za x uiqa Norte 79___i_._17q4 99 36
 

2145.Zzffbalus 113 30 ii 11 23 19
 
2G. Pamciasinan 100 87 25 18 i5 68
 

i._ N.ros Or. I00 IQ6 57 22 26
 
28. 	 Anti-ue 50 123 79 24 26 

29,_.Cjajan,89 __ 77 5 _ 46 49 -

q.JU.. 62 37 74 65 30 
3_l .Uc'vaVize. 60 14 19 24 106 

.32. Cotlu"to 100 100 77 31 
i33.__QtJtQ_u.o 100 100 86 35 
_4 --Bukjdnon 6 13 0 141 2 

5. Marinduue 	 52 55 54_ 22 24 48 
36. 	 Mi rA n Or- 50 65 18M I] 1DfL.._ 

7 u__Cirines Sur 1 102 16 62 117 60 

38. Forscon 	 50 62 82 93 5] 
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NATIONAL ELECTRIFICATION ADMINISTRATION
 

Statement of Income & Expenses

For Fiscal Year Ending June 30, 1974
 

INCOME 

Op-erating Income

[nterest Income 
Interest Income 
Interest income 

- Loans, Cooperatives 
- Loans, Private Franchises 
- Loans, Municipal Systems 

' 236,360.97 
1,881,571.48 
3,056,787.80 Y5,174,720.25 

Other Income -

Interest Income - DBP Sdjvings 1,095,515.02 
Interest Income - DBP Fund Trustee 
Miscellaneous Non-Operating Income 

1,694,625.31 
3.162.81 2,79-,303. 14 

TOTAL INCOME -
17,968,023.39 

E X P E N S E S 

Operating Lxpenses 

Amorti.mtion of Development Cost 
Salaris, Wages & Per Diems 

Y 120,883.83 

2,201,169.84 
Transportation & Travel 
Convention, Seminar & Training Expenses 

553,212.27 

235,657.50 
&ent, Power & Water 
Telephone, Telegram & Postage 
Depreciation Expense 
Materials & Office Supplies Used 
&ployee Benefits 
R pairs & Maintenance 
Special Services 
Education Grants 
Gasoline 

M:tiscellaneous Operating Expenses 

481,963.89 

44,752.24 

27,916.13 

189,280.47 

708,052.36 

61,836.81 

118,581.98 

37,450.37 

33,503.32 

330,528.34 V 5,144,789.35 
Other Expenses -

Amortization of Government Project Cost 14,977.05 

TOTAL EXPENSES --
5.159,766.40 

EXCESS OF INCOME OVER EXPENSES --
2,808,256.99 

CERTIFIED CORRECT:
 

DING M. VERMJDO
 
Chief, Corporate Accounting
 

Division
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NaTIONAL £ICTILIFICATION ADMINISTRATION 
ALAIC S3IUT 

June 30, 1974
 

ASSET S
 

Current Assets -

V 9,679.81
Cash on Hand 

58,601,'.82.00Cash in Bank 

Cash in Bank - OPV 
 57.972,264.89
 

Cash in Bank - PNB 
 495,363.85
 

Cash in Bank - Foreign 
 135,853.26
 

220,753,33
Cash In Treasury 

30,526,640.72


08P Fund Trustee Accounts 
 8,098,783.5BNEA Trust Fnd 
8,923,702.95
Loans R ceivable 


Loans Receivable - Cooperative 1 423,578.61
 
Loans Receivable - Private Franchises 
 3,344,575.18
 

Loans Receivable - Municipal System 
 5,155,549.16
 

126.71
Accounts Receivable - Housewiring 

4,502,685.23
Accounts Receivable - Construction Clearing 


769,471.26
wke from Officers and Drployees 
71,251.67
Due from Government Agencies 

371,067.60
Accrued Interest Receivable - DBP Savings 

10,289.90
Borrowers Form Inventory 

29,551.91
Materials and Office Supplies Inventory 


18,463,723.80
Equipment and Materials inventory 

8,676.80
Prepaid Expenses 


847,189.61
Deposit on Letters of Credit 

877,252.57
Short Term Loans Receivable 


Total Current Assets --

Long Term Loans Receivable 

Investment in Subsidiaries 

Property Plant and Equipment:
 

V 25,000.00
Land 
 f 635,728.84
Office Furniture and EOIutpment 

516,613.66
119,115..8

Less: AcciurlaCed Depreciation 


? 59,130.00
Traniportation Equipment 
 44,347.50 14,782.50

Less: AccumLrlatcI DepreciatLion 

Y 53,625.00
Electric Plant and Equipment 

6,435.00 47,190.00


Less: Accumulated Depreciation 


23,347.26
Other Property Plant & Equipment P9 

7,791.50 15,555.56 
Less: Accumulated Depreciation 


Total Property Plant and Equipment --

Unamortized Development Cost t3,626,516.97
 

Less: Accumulated Amortization 
 120,883.833,505,631.14
 

Government Project Cost 3 449,311.60
14A.97"05Accumulated AmortizationLes: 


TOTAL ASSETS -

&CAPITAL
LIABILITIES 


Current Liabilities 
3 321,693.17
-
Accounts Payable General 

1,113,882.50


Retentions jyable 
 44,351.53

Withholding Tax Payable 


4,U68.75

Due to Government Agencies 
 30,845.34
De to Officers and Employees 

90,273.36

Other Accrued Expenses 


1,009,546.50

Current Liabilities - Barter System 


29,149,556.86
- DBP Fund Trustee Account 

4,822.85
Current Liabilities 


Current Liabilities - Others 


Total Current Liabilities -' 

Long Term Debt 

Revenue
Unearmed 
Capital Stock 


Paid In Capital 

Ratained Earnings 

Donated Capital 

-"TOTAL LIABILITIES AND CAPITAL 

1152,332,331.45
 

158,6!8,750.39
 
193,270.20
 

39 419,141.72 

1 295,743,459.35 

# 31,769,040.06
 

7,305,773.40
 

140,505,9]1.04
2,808,256.9 

13,354,3541.3 

3 295,743,45,j.35 

122.73 

http:295,743,45,j.35
http:140,505,9]1.04
http:7,305,773.40
http:31,769,040.06
http:295,743,459.35
http:419,141.72
http:193,270.20
http:158,6!8,750.39
http:1152,332,331.45
http:4,822.85
http:29,149,556.86
http:1,009,546.50
http:90,273.36
http:30,845.34
http:4,U68.75
http:44,351.53
http:1,113,882.50
http:321,693.17
http:449,311.60
http:120,883.833,505,631.14
http:t3,626,516.97
http:15,555.56
http:7,791.50
http:23,347.26
http:47,190.00
http:6,435.00
http:53,625.00
http:14,782.50
http:44,347.50
http:59,130.00
http:516,613.66
http:635,728.84
http:25,000.00
http:877,252.57
http:847,189.61
http:8,676.80
http:18,463,723.80
http:29,551.91
http:10,289.90
http:371,067.60
http:71,251.67
http:769,471.26
http:4,502,685.23
http:5,155,549.16
http:3,344,575.18
http:423,578.61
http:8,923,702.95
http:8,098,783.5B
http:30,526,640.72
http:135,853.26
http:495,363.85
http:57.972,264.89
http:58,601,'.82.00
http:9,679.81
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The Ilocos "NorteRural Electric Cooperative 


The Ilocos Yorte Rural Electric Cooperative is a partially energized
 
and operating cooperative. Its core distribution system is approximately
 
fifty percent complete. By updating costs for developing the system at
 
today's prices, it is representative as a hypothetical cooperative to
 
illustrate the financial and economic parameters of a core distribution system.
 

Ilocos Norte was the first cooperative for which a detailed feasibility
 
study was done using the core distribution system concept and is one of the
 
first being developed under that concept. The cooperative also purchases
 
its power from the Luzon Grid of the National Power Corporation. It is thus,
 
in many ways, useful as an illustration for cooperatives being developed in
 
Luzon. At the same time, Ilocos Norte Province is on of the slowest growing
 
provincc in the Philippines with the inference being that a successful coop
 
in Ilocos Norte is indicative of the viability of the program.
 

IlLocos Norte Province is located in the northwest tip of Luzon Island and
 
covers an area of 3,400 square kilometers (1,312 square miles). It has an
 
estimated 1974 population of 380,000 with 75 percent of the population living
 
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 tobacco for the
 
Philippine cigarette industry), sugarcane and corn.
 

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

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

C. The Pilot Projects
 

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

The provinces which include the service areas of all three cooperatives
 
are predominantly agricultural. Misamis Oriental, which includes the MORESCO
 
service area, however, has the greatest potential for industrial and economic
 
development hecause of its lower cost power potential. Negros Occidental,
 
which includes the VRESCO service area, is planted primarily to sugar cane
 
and the largest part of the rural population consists of sugar cane worker;3.
 
These workers are at the low end of the economic spectrum and the provincial
 
population is economically similar to that of Ilocos Norte.
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D. Capital Requirements for Ilocos Norte
 

isedi upon the Ceasibility study usinlrg th: e.r, sytz oryscit, the 
.;y.;tom o[' [locos Norte Rural Electric Cooperative will c(n ,the W;ith.: 
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"f phase 20 
Single phase 59
 
Secondary 35
 
Secondary underbuild 81
 
Services 140
 

Total lines 431 km. 

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

To arrive at an estimate for the cost of the Ilocos Norte system, reveral 
assumptions (based on historical fact) were made to reflect the iiiflbionary 
impact since completion in February, 1974 of the syst(.m feus-i.bilit;y ,tiidy. 
The feasibility study shows foreign exchange requiruments totalirli $(j,, 
excLuding meters and substations, and local currency requir-ment.; of' 
12,980,000. It is estimated that to build the system at today's prices it
 

would require $2,100,000 for foreign exchange commodities (including meters
 
and substations) and 14,500,000 in local currency costs.
 

E. Financial Analysis
 

1. Terms of Debt 

Ilocos i orte illustrative debt structure is shown in the financial 
annexes in accord with the official NEA relending terms for NPC supplied 
cooperatives. These involve capitalization of interest during the first five 
years followed by repayment over 25 years. The relending interest rate is 
3%. Maintenance of value on foreign exchange loans from foreign donors is 
the responsibility of the GOP and is not passed on to the individual coops. 

The relending rate is a concessionary rate for the Philippines.
 
It is recognized, however, that these relending rates are not the same
 
as 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 develop
ment before having to turn over all receipts to pay its governmental
 
obligations.
 

2. Terms 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.
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3. Table 1 below sets for th a comparison of the eptimated debt
 coverage of the Ilocos Norte coop as well a& those of the two pilot pro
jects.

As used below, debt cG4erage is uhe total-cash lunds avaiL±aoTelror debtservice (both principal and interest) divided by the principlmJ and interest

due that year. 
For example a coverage of 2.0 times indicates that the
project is expected to generate 200% of the funds needed to meet debt
service in that year. 
The table indicates that the debt coverage for Ilocos
Norte is slim but adequate in the early years and becomes very satisfactory
in the eighth year and beyond as the growth in operating revenues (andthus the rate of growth of the system) reaches its peak. The debt coverage
for the VRESCO project is not as adequate and is forecasted to become lessthan adequate in the eighth year. 
This signals the need to re-examing the
present rate structure for this project in light of the project's debt
 
burden.
 

TABLE 1 

Comparison of Debt Coverage* 

YEAR Ilocos Norte MORESCO VRESCO 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 

---
---
---
1.31 
1.04 
1 *07 
1.33 
1.86 
2.72 
3.64 

0.39 
0.56 
1.13 
1.96 

2.22 
1.76 
1.95 
2.29 
2.78 
3.42 

1.07 
1.29 
2.58 
3.46 
2.00 
1.34 
1.14 
1.00 
0.86 
o.45 

* Assuming that MORE4CO and VRESCO loans are restructured to reflect 
similar terms as for Ilocos Norte. 
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4. Tables 4, 5 and 6 summarize financial internal rate of return results
 
for the Ilocos Norte case and that of the two pilot projects. These calculationi
 
were performed assuming a 30 year operating life for all three projects, a two
 
year construction period and assumed a residual salvage value equivalent to
 
20% of the gross investment made during the life of the project. (Similar
 
calculations were performed or. the basis of a 10% salvage value. The effect
 
of such a reduction was marginal and such lower salvage value estimate is not
 
considered to be realistic give the type 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 estimate is 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 and the
 
differences between loan terms discussed above. 
 The Ilocos Norte illustrative
 
case shows a financial return of 9.5% which is considered very favorable.
 
This project pays no taxes and is not intended to be a profit making institution.
 
Its proposed rate structure is designed to provide for servicing debt and
 
to generate sufficient additional funds for future capital investments. The
 
fact that this return is slightly below the cost of commerical money in the
 
Philippines is attributable to the low rate of interest on debt from NEA-and,
 
as mentioned above, that no provision for profit is necessary in this type
 
of project. 1
 

5. Sensitivity Analysis-Ilocos Norte. Table 1 (Statement of Source and
 
Application of Funds) 
sets out the basic sources of revenies and the principal
 
items of cost over a ten year period for this illustrative project. Additional
 
cost and operating data is provided by Table 2. The principal external variable
 
cost item is the cost of power purchased from the national grid. Other internal
 
variable cost items are O&M and general and administrative expenses. Together
 
these variable costs account for 63% of total costs including debt service
 
in the seventh year to be met from operating revenue. These variable costs
 
are 57% of total revenues and the cost of purchased power is 39% of total
 
revenues. If purchased power costs were increased by 10%, such an increase
 
could be absorbed by the project without requiring and increase in rates to
 
the consumer. Al increase of 30% 
on the other hand would most likely require
 
some increase in rates. While it is difficult to judge future energy costs
 
for the country it is our assumption that they will not increase by as much
 
as 30% within the next seven years. The rates assumptions discussed in
 
paragtaph C above reflect the latest estimates of energy costs in the country.
 
Increases in either of the two internal variable cost categories are more
 
directly within the control of the project. As these costs taken together
 
amount to less than 50% of the costs of purchased power it is deemed unlikely
 

These return calculations include interest in the net cash flow, thus
 
if interest were higher, rates and revenues would have to be expanded to
 
cover this margin. In a financial sense the returns of all three projects
 
are considered satisfactory as all exceed the cost of money borrowed from
 
NEA.
 

1 
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that increases in these costs would occur in the magnitude sufficient to
 
require an increase in rates. (Using the same type of analysis employed
 
for the cost of power, O&M and general and administrative costs would
 
have to increase by some 60% to force an upward revision in rates).
 

6. Conclusion. Based on the above analysis it is concluded that the
 
illustrative case built on the Ilocos Norte projetct reflects a satisfactory
 
and viable financial prospect for the project and allows for sufficient
 
margin to absorb reasonable cost ixcreases in the future while at the same
 
time providing sufficient funds to support ongoing investment in the
 
expansion of the system.
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ILOCOS NORTE 
 ABEX 4TABLE I 
Pesos (000)
 

Statement of Sources and 
Alication of 
Funds
 
r(i) 


(2) 
 (3) (5) (6) (7)
(4) 


(8) (9) (10)
Gross Revenues 

1,860
Membership Fees 2,868 1,702 
 1,105 
 1,981
540 2,201
ebesi 1,102 2,542
1,544 2,209
1,999 3,961
2,495 5,446
15 3,351
13 4,301
7 5 5,375 7,070 8,L735TOTAL 9 
 10 
 7 132,415 13
3,983 
 3,253 
 3,109 
 4,481 
 5,561 
 6,853 
 7,591 11,o44 
 13,932
 

after operating expenses plus beginning cash balance before deducting principal und interest payable.
 

I- s483t835 

Principale-s Payments 

Gen'l. & Admin. Exp.
Capital Expenditures 

TOTAL 

Beg. 

+ Sources-Appl.Ending Cash 

Funds Avail. for D.S. 
FundAL or---

66 

131 
1,860 

2,298 

102 

102-479 

82 

-p-

240 
2,868 

3,673 

102 
297 

399 

113 

---i544 

306 
1,702 

2,781 

399 
465 

"6Zf 

119 
647 

348 
1,105 

3,598 

864 
(494) 

37 

153 

689 
561 

403 
1,981 

4,791 

370 
(315) 
55 

167 

739 
602 

482 
2,201 

5,509 

55 
41 
97 

212 

796 
666 

579 
2,542 
252 

6,46o 

96 

383 
38786 

2,050 
229 

843 
735 

642 
23 
2,209 

6,708 

479 

876 

355 

2,537 
293 

940 
815 

821 
1 

3,961 

9,367 

1,355 

1,6
1,6
3,019 

3,100 
339 

1,079 

889 
897 

5,4
5,446 

11,759 

3,019 

21 
.5,18 

toa g---

1,561 1,305 1,437 1,941 2,933 4,774 7,156 

* -Net revenues 

1,191 

e1.31 
1,250 

1.04 

1,341 

1.07 

1,462 

1.33 

1,578 

1.86 

1,755 

2.72 

1,o68 

3.64 
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ECONOMIC ANALYSI4S - Ilocos Norte 
 Page 1 of Is
 

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 cost henefit and internal rate of return analysis. A secondary purpose of the analysis is to provide some indication of the
 
economic feasibility of the other sub-projects. 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 sub
project is located within a region less favorably endowed than others
 
in terms of natural resource availability. Growth of the Ilocos
 
regional economy over the last decade has lagged behind that of other
 
regions and in 1971, average annual family income in Ilocos (3,302)

vias 5% lower than the national average of 3,465. It is unlikely that
 
this historical regional growth pattern will be reversed over the
 
next 10 years. Thus, the economic feasibility of a rural electri
fication project in the Ilocos region may be somewhat weaker than
 
projects located in other regions.
 

This section also discusses some important aspects of the
 
Ilocos Norte sub-project which are not reflected in the B/C ratio or
 
the IRE, but have a bearing on its economic and social desirability.
 

The analysis concludes that the Ilocos Norte project is
 
economically feasible. The B/C ratio is greater than one (1.29) and
 
the IRR of 20.32% is comparable to, if not greater than, the IRR's
 
of other infrastructure projects of the GOP.
 

2. Methodology
 

For the purpose of the B/C and IRR calculations in this paper,
the benefits from the project have been defined as the projected sales 
revenues and the incremental cost savings offered by central station 
electricity over alternative but less efficient sources of energy 
e.g. kerosene or small diesel generators. Sales revenues measure
 
direct project benefits since they reflect the monetary valuation
 
placed on the electric service by consumers. Cost reductions from
 
using central station electricity imply an increase in net income or
 
profitability for household and business consumers.
 

Cost reductions from using central station electricity for
 
three classes of rural consumers are summarized in the following table:
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TABLE
 

Cost Savings from Central Station Electricity l!
 

Consiuer Class Present Consumption Cost Savings (/yr)
 

1. 	Comestic or Household 197/yr. for kerosene 142/Household
 
lightening
 

2. Large Commercials _/ 	 Minimum-sized diesel .38/KWH
 
motor generator sets 
of 25 KW. .61/KWH 

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

An average rural household spends about 12/mo. (172/yr) on
 
kerosene to provide lighting equivalent to that of a 10-watt electric
 
bulb. In addition, other costs (primarily wick and lamp costs) are
 
incurred. Total annual costs of kerosene lighting amount to about 197
 
as against 55 for an equivalent amount of electric lighting. Annual
 
household cost savings from using electricity are therefore equivalent
 
to 142 muliiplied 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 ele'tricity or diesel and gasoline engines. 
 By

availing pf coop-provided electricity, these users 
can save from .30
.38/KWH. Total annual savings of these users are equal to their
 
respective annual KWH consumption multiplied by their pespective
 
annual KTH consumption multiplied by their respective cost savings.
 

Demand projections for the Ilocos Norte system are shown in
 
Table 9. These projections are based on studies of an NRECA con
sultant, and on previous pilot rural electrification experiences. The
 
projections for small commercials (which include rice mills) may be
 
somewhat conservative. The projections assume that of the existing
 

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

2_/Commercial and industrial users with loads equal to or greater than 
25 KW. 
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460 rice mills in Ilocos Norte, only 10 would be served in the
 
first year, rising to 75 dutring the 10th year. The existing mills
 
are powered by small gasoline or diesel engines, and coiild 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 1st year to 15th year

reflecting gradual plant build-up and increased system coverage; and

(3) annual power, operating and maintenance, and general and admin
istrative costs. 
 The foreign exchange component accounts for approx
imately 70% of the total investment cost. Shadow pricing 
of this
 
component v'as not considered necessary since under the current float
ing rate regime, the foreign exchange rate approximates the true
 
scarcity value of foreign exchange. Shadow pricing the unskilled
 
component of labor costs was not considered necessary because it is
 
a relatively small amount.
 

For purposes of the B/C and IRR calculations, the project

life was assuned to be 33 years. The opportunity cost of capital

used to discount the benefit and cost streams to the present was 15%.
 
This is the fate generally used by the IBRD and the ADB in their
 
project feasibility studies.
 

3. Results of P/C and IPR Calculations
 

The B/C and IR calculations for Ilocoq Norte are 
shown in

Tables 6 and 7. The calculations show that the benefit cost ratio
 
is greater than one (1.29) and the IRE of 20%. 
The B/C ratio and

the IRR demonstrate that the investment in the distribution system

for Ilocos Norte appears economically feasible.
 

The B/C ratio and the IFF for Ilocos Norte are conservative

estimates 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.
 



TABLE 1 

Comparative Cost Analysis of Kerosene vs. Electric Lightingi! 

Kerosene Lignting Costs (/yr.) 
2' 

Kerosene/ 172 
Wick 8 
Capital Costs-/ 17 

Total Costs/yr. 197 

Electric Lighting Costs (/yr.) 

Electricity5/ 6 6 
Incandescent Blb-' 4 
Capital CostsLI/ 45 

Total Costs/yr. 55 

Cost Reduction/House (//yr.) 142 

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

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

3/ 1 wick/mo. at 0.70/wick 

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

18 K H at 0.31/KWH
 

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

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



TABLE 2
 

Comparative Cost Analysis of Self-Generated Electricity 
v6. Coop-Provided Electricity (Large Commercials
 

Self-Generated Electricity ( /yr.) 

Energy Co,.ts2/ 33,780
 
Maintenarce 1,125
 
Capital Costs-/ 9,375
 

Total Costs/yr. 	 44,280
 

Cost/KWH 	 0.61 

Coop-Provided Electricity (P/yr.) 

Cost/fgH 0.23 

Cost Reduction - 620 

Large co.mercials include industries with a minimum load of
 
25 KW.
 

Operatinc full load for 8 hrs./day. Assumes .712 liters/KWH
 
and 0.65/liter (pre-tax).
 

3/ 	 A 25 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 Irrigation
 

Diesel Pump Irrigation:
 

(a) 10 M)i ( /yr.) Energy Costs2 5,460 

Capital Costs2 2 500 
Total Costs/yr. 7,960 
Cost/WH 0.66 

(b) 20 HP (/yr.) 
Energy Costs]/ 10,920 
Capital Cost2/ 5,000 

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

Electric Pump Irrigation:
 

(a) 10 HP ( /yr.) EnergyCosts' 
 2,040
 

Capital Costs/ 
 1 576 
Total Costs/yr. 3,616 
C:,st/KWH 0.30
 

(b) 20 HP ( /yr.) Energy Cost6 , 4,080 

Capital Costs 2 800 
Total Costs/yr.
 
Cost/KWH 0.29
 

Cost Reduction - 54% 

l/ 12,000 KvH/yr. at .7 liters/KWH and 0.65/liter (pre-tax). 

A 10 HP and 20 HP diesel pump costs 10,000 and 
 20,000, rez5 :ctively. 
Appreciation and interest rates are assumed at 10% and 1,i, respectively 

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

12,000 WHyr. at 0.17/KWH. 

A 10 HP and 20 HP electric pump costs 5,250 and 9,450, respectively.

Assumed depreciation rates for the electric motor and pump are 20% and
 
10%, respectively. The interest rate is assumed at 15%.
 

24,000 Kwii/yr. at 0.17 KWH. 



TABLE 4
 

ILOCOS NORTE 

Pesos (000) 

Cost Savings from Rural E.ectrification
 

Large , 	 Total Cost 

Year 	 Domestic -/ Comercials' Irrigation-./ Savings 

1 	 400 94 73 567 
2 	 739 233 147 1,119
 

921
3 	 356 220 1,497

4 	 1,049 523 294 1,866
5 1,190 667 367 2,224
6 1,434 871 441 2,746

7 1,682 1,040 514 3,236
8 1,870 1,264 588 3,72c
9 2,361 1,470 661 4,492 
10 2,571 1,724 734 5,029
11 2,691 1,941 796 5,428 
12 2,812 2,202 857 5,871
13 2,933 2,421 918 6,272
 
14 3,053 2,681 979 6,713

15 3,174 2,869 1,041 7,084
16-30 3,174 2,869 1,041 7,084 

142 (cost savings/house) x No. of houaes 

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

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

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



Table 5 
PROJECTED BENEFITS AND COSTS, ILOCOS NORTE SUB-PROJECT
 

(in thousand pesos)

0 1 2 3 4 5 6 7 8 9 10 11 
 12 13 
 14 15 16-30
Total Be.nefits 
 - 1107 2.221 3.041 3.865 4719 6 097
Sales revenue - 7 57 9 097 11 562 13 502540 1,102 1,544 14 812 16237


Cost savings 1,999 2,495 3,351 4,301 5,375 7,070 
17 741 19 !67 20 836 2086
 - 567 1 119 1,497 8,473 9,384 10,366 11:4691 866 2 224 2 746 3.236 12,554 13,752 13,752
Domestic 3.722 4.492 5 029 
 5 428
- 400 5 871 61272739 921 1,049 1,190 1,434 1,682 6 713 7 084 7 084
Large Commercials - 1,870 2,361 2,571 2,69194 233 356 523 667 2,812 2,933 3,053 3,174
871 1,040 3,174
Irrigation - 73 147 

1,264 1,470 1,724 1,941 2,202 2,421220 294 367 441 514 588 2,681 2,869 2,869
661 734 
 796 857 
 918 979 1,041 1,041
Total Costs 
 12.109 2-298 
 3.673 2781 
2407 3 541 4170 4998
Capital costs 12,109 1,860 2,868 
5 130 7 612 9782 5.731 6,144 6,629
1,702 1,105 1,981 2,201 7080 7 559 6 451
Current costs - 438 805 1079 

2,542 2,209 3,961 5,44b 1,106 1,108 1,106 1,1081302 1560 1,969 1,108 -Power costs 2,456 2,921 3651 4336
- 241 4k625 5036483 660 5,523 5972
835 1,004 1,320 1,665 6.451 6.451
Operating and - 66 82 
2,050 2,537 3,100 3,276 3,635 4,004Maintenance33 113 119 153 167 212 229 4,399 4,799 4,799
293 3M 
 190 400 454 465 477 477General and 9404546474 


- 131 240 306 348 7403 482 
 579 642 
 821 897 
 959 1,001 1,065 1,108 1,175 1,175Administrative
 

eLenefit 
 -12,109 -1191 -1452 
 260 1,458 1,178 1,927 2.,539 3,967 , 3,950 
 3,720 9,081 1C.093 11112 12,187 13,277 14.385
 



CCPUTATION OF BENEFIT 

Table 6 

COST RATIO, ILOCOS NOBTE SUB-PROJ.CT 

Year Benefits Costs 
Discount Factor 

___ _ Discounted Benefits Discounted Costs 

0 - 12,109 1.000
 
1 1,107 2,298 .870
 
2 2,221 3,673 .756
 
3 3,041 2,781 .658
 
4 3,865 2,407 .572
 
5 4,719 3,541 .497
 
6 6,097 4,170 .432
 
7-- 7,537 4,998 .376
 
8 9,097 4,998 .326
 
9 11,562 7,612 .284
 
10 13,502 9,782 .247
 
11 14,812 5,731 .215
 
12 16,237 6,144 .187
 
13 17,741 6,629 .162
 
14 19,267 7,080 .141
 
15 20,836 7,559 .123
 

16-30 20,836 1/ 6,451 1/ .719
 
30 10,788 2/ .015
 

53,770 41,804
 

I/ Assumed at same level from l6th-30th year.
 

2/ Salvage value at 30th year.
 

Benefit - Cost Ratio (15% Discount Rate) : 1.29
 



Table 7
 

COMPUTATION OF INTERNAL RATE OF RETURN, !LOCOS NORTE SUB-PROJECT 

Dis unt Ppctor Discount Factor
 
Year Net Benefits 
 2U7 Present Valua 21Z Present Value
 

0 -12,109 1.000 1.000
 
1 -1,191 .833 .826
 
2 -1,452 .694 
 .683
 
3 260 .579 .564
 
4 1,458 .482 
 .466
 
5 1,178 .402 
 .386
 
6 1,927 .335 
 .319
 
7 2,539 .279 
 .263
 
8 3,967 .232 .218
 
9 3,950 .194 .180
 

10 3,720 .162 .149
 
11 9,081 .134 .123
 
12 10,093 .112 .102
 
13 11,112 .093 
 .084
 
14. 12,187 .078 
 .069
 
15 13,277 .065 
 .057
 

16-30 14,385 1/ .304 .257
 
30 10,788 2/ .004 .003
 

4472 -984
 

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

1/ Assumed at sade level from 16th-3Oth year.
 

2/ Salvage value at 30th year.
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CURRENT CONSTRJCTION ACTIVITIES AND LIST OF PREQUALIFIED FIRM 

Attached is a chart of the current and planned line construction activities
 

of the rural electrification projects. The activities take account of the
 

availability of material supplies as well as wholesale power sources. An
 

analysis of these data shows that the maximum number of line construction
 

contractors active at any one time is 21. An accompanying graph shows the
 

number of line construction cortracts expected to be in force at any one time.
 

The NEA has prequalified a total of 14 firms for construction of
 

electrical distribution lines and power plants and 31 for headquarter
 

facilities. Consultant Earl Clark interviewed 18 representative firms in
 

Manila qualified to do line construction and 16 of them expressed their
 

inten~tion to st'omit bids on NEA prijects. The attached "Lidt of Cor.ractors"
 

shows the contractors prequalified by NEA as well as contractors considered
 

qualified and/or active in the electrification program by the four A&E firrs
 

in the rural electrification program. The list also identifies those firms
 

interviewed by Mr. Clark. Mr. F. C. Gonzalez, V.P. of Romago Electric Co.
 

and a member of the Philippine Contractors Association stated that since
 

other work available to contractors in the Philippines is slowing down, he
 

expects large contractors who have shown no previous interest in rural
 

electrification will also begin to bid. NEA plans to interview several
 

firms on the "List of Contractors" with the view of increasing the number
 

of prequalified bidders.
 

In view of the above information it appears that there is En adequate
 

number of intereted contractors to permit implementation of the major
 

portion of the backbone rural electrification projects by contract rather
 

than by force account.
 

Tables showing the current status of all rural electrification construc

tion projects are contained in pages 3 and 4 of this annex.
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List of Contractors
 

Distribytion Line Co.neteruction
 

1. E.J. 	Nell 


2. ITT Philippines 


3. Erectors, Inc. 


4. Power 	Consultants 


5. Romago Electric 


6. Electro-Me.chanical Enterprises 


7. E. E. 	Black, Ltd. 


8. Paces Corp. 


9. Audion Electric Co., Inc. 


10. V. M. Garcia Construction 


11. M. C. Engineering, Inc. 


12.. J.R.L. Construction 


13. Trigon Engineering Corp. 


14. Citation Engineering & Marketing Co., 


15. Phesco, Inc. 


16. T & 	D Engineering & Marketing Corp. 


17. J. V. Angeles Construction 


18. Ultralite Electrical Co., Inc. 


19. Salinas Electrical Construction 


20. Zambusman (Zamboanga) 


Prequalified 

by NEA 


x 


X 


x 


x 

x 


x 


x 


x 


x 


x 


Inc. 	 z 


x 


x 

x 


x 


Interviewed Job 
by Clark Capacity 

x 2 

x -

x 2 

x 1 

x 2 

x 1 

x 2 

x 1 

x 2 

x 2 

x 1 

x 2 

x 1 

x 3 

x 3 

x 1 

x I 

x -

1 

1 

29 
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Atvities
 
October 1, 1974
 

-Constriction 


a. Status of Construction Work - Headquarters Facilities
 

Start of % Completion 

PrclecL Contractor Construction to date 

1. Capiz JV Angeles May 7, 1973 100
 

2. Leyte United Const. June 1, 1973 100
 

3. Tiocos Norte JPD Const. June 15, 1973 100
 

4. Strigao Sur EC Estrella Aug. 1, 1973 72 

5. La Cnic- SD Flores Sept 10, 1973 1)0 

6. lanao Sur Edmar Const. Sept 15, 1973 55 
7. Abra SD Flores Sept. 1, L973 100
 

8. Lanan Norte EC Estrella Jan. 16, 1974 54
 

9. 1avao Norte GM Tiongco Nov. 2, 1973 62
 

10. lloilo VM Garcia Feb. 1, 1974 98 

11, Pingasinan Force Account Mar. 16, 1974 67 

12. Zaibales Force Account Mar. 18, 1974 65 
13. So. Leyte Force Account Apr. 1, 1974 33
 

14. Zihboana Sur Force Account Apr. 8, 1974 64
 

15. Bohol Force Account Apr. 1, 1974 48 

16. Albay Force Account Apr. 1, 1974 38
 

17. Aklan Force Account Mar. 18, 1974 68 

18. Quezon Force Account Mar. 20, 1974 16
 

19. Antique Force Account Dec. 1, 1973 100
 

20. Cebu Force Account Apr. 26, 1974 75
 

21. Cznarines Sur Force Account Apr. 1, 1974
 

22. Ctanduanes JRL Const. )uly 15, 1974 26 

23. 8Sitangas Batangas Constr. Oct. 1, 1974 

Note: Force Account covers Site Development and Multi-Puroose Building.
 

b. Stats of Construction Work - Trans/Dist/Substation 

Start of 7. Gcnpletion 

eroject Contractor Construction tc date 

1. Capiz Audion Electric Oct. 1, 1974 k,
 

2. Layte Citation Eng'g June 16, 1973 10
 

3. Ilocos Norte Citation Eng'g July 9, 1973 CO
 

4. Surigao Sur Audion Electric Aug. 1, 1973 6L
 

5. La Uaion Electromechanical Oct. 1, 1973 95
 

6. Lanao Sur 51st E Bde. July 1973 90 

7. Albay Force Account Nov. 1973 35
 

8. Abra Force Account Mar. 1973 18 

9. Benguet* Citation Eng'g Feb. 18, 1973 33
 

10. Bohol Trigon Eng'g 
1974 4011. Iloilo VM Garcia Sept. 10, 

12. Batangas Audion Electric
 

*Improvement of System
 



AWN4X 6 
Page 4 of 7 

c. Status of Construction Work - Power Plant 

Start of Construction
 
Project 
 Contractor Construction zo date
 

1. Capiz Audion Electric May 
 98
 
2. Leyte Trigon Eng'g May 28, 1973 92

3. Bohol Trigon Eng'g 
 Nov. 5, 1973 64
 
4. *Zamboanga City Trans-Orient Engr.,' Mar ii, 1974 90
 
5. *Catanduanes Audion Electric Aug. 1974 
 20
 
6. *Camarines Sur Trans-Orient June 1974 100
 
7. *Pa lawan Trans-Orient June 1974 
 100
 

*Rehabilitation Generator Units.
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O1TrACTORS FOR ELECTRICAL DISTRIBUTION
LIST OF QUALIFIED 
LINES AND SUBSTATION 

1. 	Paces Corporation 

Sarmiento Building 

678 Ayal& Avenue, Makati, Rizal
 

2. 	V.M. Garcia Construction 

1424 Quezon Boitlevard Extension 


Quezon City 


3. 	M. C. Engineering, Inc. 


121 J. Ruiz Street, San Juan 


Rizal 


4. 	Audion Electric Co., Inc. 


85 Don Alejandro Roces Avenue 


Quezon City 


5. 	ITT Philippines, Inc. 

2nd Floor, Marsman Building 


Buendia Avenue & Washington St. 


Makati, Rizal 


6. 	E. E. Black, Ltd. 


10th Floor, Insular Life Bldg. 


Ayala Avenue Cor. Paseo de Roxas 


akati, Rizal
 

7. 	Romago Elect ric Company, Inc. 


208 Pilar, Mandaluyong
 
Rizal
 

8. 	J. R. L. Construction
 
Virac, Catanduanes
 

9. 	Trigon Engineering Corporation
 

399 C. ?adilla Street
 
Cebu City
 

10. 	 Citation Engineering & Marketing Co., Inc.
 

368-C Ben-Lor Building
 

Quezon Boulevard Extension
 

Quezon City
 

11. 	 Phesco, Incorporated
 
73 Quezon Boulevard Extension
 

Quezon City
 

12. 	 Electro-Mechanical Enterprisae
 

8861-C Sampaloc Street
 

San Antonio Village
 
Makati, Rizal
 

13. 	 T & D Engineering & Marketing Corp.
 

Bascara Building
 
Quezon City
 

Salinas Electrical Construction
 

Bacoor, Cavite
 
14. 
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List of Pre-Qualified Contractors
 
For HQ Facilities Construction
 

1. 	J.P.D. Construction (HQ only)

2171 Florida St., Pandacan, Manila
 

2. 
J.V. Angeles Construction Corp. (HQ only)

58 Pasig Boulevard, Pasig, Rizal
 

3. 	J.D. Matias Construction (HQ only)

3576 Mag. Villamor, Bacood, Sta. Mesa, Manila
 

4. 	United Construction Co., 
 Inc. (HQ only)

13 M. Hemady Street, Quezon City
 

5. 	Eduardo Estrella (HQ only)
 
449 Malvar Street, Davao City
 

6. 	E.E. Black, Ltd.
 
10th Flooi; Insular Life, FGU Bldg.

Ayala Avenue, Makati, Rizal
 

7. 	Eligio de Guzman & Co., 
Inc. (HQ only)
 
530 Liberttid Ext., Pasay City
 

8. 	Salazar Construction (FIV only)
 
350 Cebu Roac Expressway
 

9. 	Master Builders (IQ only)
 
4645 Valenzuela St., 
Sta. 	Mesa, Manila
 

1CG 	 J.M. Hernandez & Sons, Inc. (HQ only)

547 Magtipid St., Bacood, 
Sta. 	Mesa, Manila
 

11. 	 Edmar General Construction Services, Inc. 
(H1Q 	 only)

Feliciano Bldg., 
Roxas Ave., Iligan City
 

12. 	 Atlantic Gulf & Pacific Co. of the Phil. (Power Plant)

Oledan Bldg., 
131-133 Ayala Ave., Makati, Rizal
 

13. 	 Roblete Engineering (P.P. only)

Suite 208 B.F. Goodrich Bldg., Legaspi St., 
Cebu 	City
 

14. 	 PHESCO, inc. (P.P. only)

73 Quezon Blvd. Ext., Quezon City
 

15. 
 V.M. 	Garcia Construction (HQ only)

Q.C.D.B. Building, 1424 Q. Blvd.Ext., Q.C.
 

16. 	 C.M. Pancho Construction (4Q only)

443 A. Bonifacio Street, Quezon City
 

17. 	 Carlos S. David (HQ only)
Rm 304 Laperal Building, Rizal Ave., Manila
 

18. 	 S.D. Flores Construction Co., Inc.(HQ only)

29 Sorsogon Street, West Avenue Section
 
Quezon City
 

19. 	 G.M. Tiongco Construction (HQ only)-iang, Davao City 



ANNEX 6 
Page 7 of 7 

20. 
M. A. Santander Construction, Inc. (HQ & Power Plant)

711 Aurora Boulevard, Quezon City
 

21. 	 J.R.L. Construction (HW & Power Plant)

Virac, Catanduanes
 

22. 	 F.V. Carandang Construction, Inc. 
(HQ only)
Rm 310 Cattleya Bldg., 
Salcedo St,, Legaspi Village

Makati, Rizal
 

23. 
 Trigon Engineering Corporation (PP only)

399 C. Padilla Street, Cebu City
 

24. 
 Batangas Construction & Supply (IQ only)

D. Silang Street, Batangas City
 

25. 
 R.J. Jaymalin Construction (HQ only)

Banner Street, Pasig, Rizal
 

26. 	 Engr. William L. Chan (HQ only)

71 Justice Romualdez Street, Tacloban City
 

27. 	V. C. Ponce Company, Inc. 
(HQ only)

Suite 606 Bank of P.I. Bldg., Plaza Cervantes
 
Manila
 

28. 	 Briones Construction (HQ only)

635 Kalantiao Street, Kalibo, Aklan
 

29. 	 Erectors Company (HNQ only)

Calumpang Road, Cainta, Rizal
 

30. 
 Nicolas Sebastian Construction (HQ only)
Rm 304 Lyra Bldg., 
361 Quezon Blvd. Extension
 
Quezon City
 

31. 	 Guinto-Dimson Construction Co., 
Inc. 	(HKQ only)

No. 3 Poinsettia Street, Quezon City
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Joint Technical Evaluati andInspction 

Four -Inspectionand training trips were made during which projects 

engineered by each of the four Philippine engineering firms working on the 

1-ural electrification program were represented. Engineers from the four 

firmb, TAP ;ad EDCOP, DCCD and A"IA were present for each of the inspections. 

Representation of National Electrification Adminibtration (NEA), Stanley
 

Consulcants, Inc. (SCI), USAID and Consuitant Earl Clark also participated.
 

Constru.orlon by contractor and by force account were represented in the several
 

projects vi.ited.
 

Examples of good engineering planning and implementation were identified
 

and oi.cus6ed such as long span river crossing at Solsona, Ilocos Norte.
 

Examples of poor system design work and poor field engineering were ncted
 

such as the improper location of substations, the installation of needless
 

structureb, the impropar application of standard pole top assemblies and the
 

installation of storm guying, all of which increased the cost of the project
 

matsurably and needlessly. Acceptable alternate types of construction were
 

suggested.
 

1.Xaraples of constraction which endangered the general public or individuals
 

such as insufficient clearance of power lines over highways or telephone lines
 

or of secondaries too close to buildings were also noted. A number of
 

consumers meters were not grounded. Consumer serices were taken off from
 

transformer poles in such manner as to leave no clear climbing space where
 

the cooperative linemen could work in safety. In a discussion of the above
 

type of items it became apparent that the A&E contracts with the cooperatives
 

did not require them to be responsible for consumer service facilities and
 

they accordingly did not follow up on several problem areas which were 

beyond their scope of work.
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'Insafe construction practices being followed by the contractor on 
the La
 

Union Pc ,-.cts were oWi:erved and discusscd. The coirac tor i,,o neglected
 

to r:.und all con:ductor: on the sect ino of lii on
e whiclh hi ,,crews were
 

working and his 
men were not on!y worKiing withOut Lhcil fyelts ut 

aLso eAxposed thamselves to great danger by standing on top of crossarms.
 

Ln additioi, thc cooperative hau the
opened switches feeding the line the
 

contracor i.as working 
 on buc neglected to tag the circoit to prevent someone 

from acci L'2iocsly energiziag the line. 

The IPEA safety prograi was discussed. The need to have the parti,:.pa

tion of the A.,aEs in this program and to bring 
 the safety training down to
 

the indivdilam] 
 emrp loyees who need i c the most was :ecommeodecd.
 

The -b ovu observations 
reflect the shortcomings of the A's of which
 

there arc mnsti,. JiowCVer, the attitude 
of the repreLentetives jttendin the
 

inspectios tn.,as very uod and they 
have learned a grear deal about iswhiac 


expected of them in implementing the projects. One firm, EDCOP, whose work 

had i>een ,.idely recognized as substandard recently mace a major reorga.aizai:tion 

of the firm and present indications are that it intends to greatly improve 

the s1:rv1cew ,ch it renders. 

The at-cuched repoi:ts prepared by Consultant Earl F. Clark, contain
 

additional informationed 1 that is representative of the findings during 

the four -nspection trips as well as recommendations for corrective action. 

http:parti,:.pa
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TO Mr. ii. L. Bjke-r, CD DATE: October 11, 1974 

RkOM Earl F. Clark, AID/W cL "I~.K 

• lj4JLCT: Inspection Trip to liocos iaorte, Abra and La Union cooperatives
 

Laring che period nmber 30 tofrola Sep October 2, 1974 inclusive, an 
insjpec[c n of thc electrical systems of the above-named cooperatives 
was made by the f,.llowing per:sons: 

V. De Vera NLA 
S. Alatica M7A 
Loui , Sanaing NXIECA 
iari y Baker USAID 
Earl Clark AIl/W
 
John Leavitt Stanley Consultants
 
Gordon Roy u
 

Consulting Firms
 

L. Gutierrez AWIA
 
L. Trinidad EDCOP
 
B. 1I sztc EDCOP 

R. R. Camba DCCD
 
R. Del Rosario DCCD 
A. Rayala TAP
 
B. Chee TAP
 

Inspection of Ilocos Norte System
 

General
 

Tha system consists of approximately 80 kn of newly constructed 7-6/13.2 KV 
ll.5s s-s 'ved by two 5 mva 69/13.2 l1v substations, one at Tangaoan and the 
oLhfc-" ;ear Ma-cns. itioaal Power Corporation is serving both subst'tior s 
over .isingle wood pole type Lransmission line which is presently cperL.ii,:j
at 1-.2 k,°. NPC wilL raise the transmission voltage to 69 kv as soon as 
cc rcai, parts are received from Japan to repair the transfornter at the 
Naco3 substacion. 
The project engineer is Trans Asia and the construction
 
contractor is Citation.
 



'HgAI~adguarte: a 	 rrhousee 

plt whric i,s e shrubs he cs ti o tee 
fcilarin was attua andry he: 	 factr dtha-6vOerali n 

corporationd, s case 

The cooperative has a fairly large invretory of const ityon'materials. 
The material that s stored ourtdoors is separated in anlcal m-;o"

The cooprabtive linessere and are huse ahre lscae ons arowampofsizedsso that there is easy access. Boxes are si t n n pallts and'the 
overall set-up is similar to a utility storage yard in the U.se 
warehouse has an adequate supply of bins with materials properly sorted,

1L slansnTAage._mintain	identifiedi and.t inventorytthe -temtagsrtos7;pentnekeptup to date. There is also consider
able open.floor space for piling cutouts, arresters, etc. in the cardboard 
shipping boxes. 

Distribution tines
 

ordinary and fruit, as well as shrubs and bushes. The right-of-way
 
clearing was inadequate and this will be a major factor inoperating and 

maintaining the system. In retrospect Stanley Consultants ad TAP agree
 
that an error was made initiallyhin not insisting that ample cutting and
 
trimming rights be obtained. This lesson is being applied at other
 
cooperatives. this case it will undoubtedly have to be worked out
 
slowly as the cooperatite endeavors to improve the quality of service and
 
publicizes the cause of service interruptions.
 

The system was constructed with surplus, reparations and local materials
 
and the construction crews were not able to follow standard specifications
 
in all cases. Because of a lack of certain materials, improvisations were
 
made, some of which are unacceptable on a long term basis. The greatest
 

'	probleqm was connectors of assorted sizes and types. As a result copper
 
type connectors and hot line clamps hiave been 'Used on aluminum con~ductor.
 
In other cases the connections'are made by wrapping one conductor 'around
 
the othur resulting in poor joints source of corropion and radial
w-a 


televisiot- i.nterference. A supply of connectors has been received from
 
4'"' ' the U.S. and the cooperative has begun to. place the proper clamps on the ' 

system.*."
 

!The proper separation of installed hardware from ground wires has ~not 
'4"been achieved in numerous cases. .Thistwill require a major corrective'', 

effort over a period of time1 inorder to clear up electrical'inteiferene. 

'n"-_
 
... ij 
, i 

; ': I 

' 4 
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Adequate climbing space for linemen as required by the Safety Code has 
not been provided in many instances. This is particularly true at 
distributiion transformer locations where many service:; are taken off. 
The installation of ground wires on the 90' points rther than 450 points 
hn s aggravated the problk-m. With few exceptions, these installations will 

-;-ve to be modified. 

The installotion of single shot cutouts is almost without exception
 
defective. Since metal wishbone crossarm braces were all that was
 
available, thc, contracto" was not able to get adequate 6eparation bet,.j:&.n 
the phase uiru and the cutout by hanging it in a conventional manner. 
This can be corrected by moving the cutout closer to the pole. 

There are numerous instances of impaired clearanc, of service wive avcr 

telephone line,;. Some of these telephone lines may be aLbandonod buL a 
check mu:;ft bt made of each cae to avoiu the possibility of imprs.o,, a 
high voitge on these lines. Some of these clearances can be corrccted 
by attachiiwL che service higher on the house. Others will require the 
installjtion of a lift pole. The consulting engineers did not sc-.:a to 
have any intere4;t in the .;ysteni lying outside of their formally dcu..cr hed 
scope of work; consumcer services is one such item. Although the sy:,, 
inspect on was ;,,ace ,t selected areas only, there were instances Inoticed 

where Lwe consumer's meter was not grounded. These are 'V type base 
meters and ar2 not designed for easy grou,.di71g. It was agreed that thi; 
deficiency woulu be corrected by running a ,;cound wire up the side oi L*i 
bailding and attaching it to the service neutral. 

Aluninim ground wire on the pole was carried down into the earth anc, 
attached to the drivun ground rod. The aluminum will corrode quickly 
undergi-oun. oming the y round and causing' a dangerous siu&L ion. 
'fhi. cunscrucLion deficiency is very serious ano should be rectified 
promptly. 

Transfonaergrounding loops are not properly installed.
 

There arc numerous instances in which tlhe overhead guy is not bonded.to 
the pole grLud; in other cases toe overhead guy is not bonded to L:ae 
down guy. Anchor bonding edges have aeun omitted in most cases because 
they were unvailable. These bonds should be installed as soon as possihle. 

The Tangao.an s;vibstation is a Japanese design obtained from reparationi, liulds. 
It was obvious that the substation was noc weil located. It wa:; ne,-,;sary 
to build a double circuit feeder from uihts point to the location %.here 
the substation slhould have ben built. As the load grows this wili 
introduce adaud system losses and low volta, e. The design of the sub
station did not provide the clearances from giound that the U.S. or 
Philippine Safety Code requires. This could only be rectified by
 

http:Tangao.an
http:bonded.to
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( prh~ideeraSives 

e e-v"r .. p 
andChe rac . coothcnsuperinte

shwoued farilu
nd ent 

tre 
met .ratoneoos-,e ,anveralho n e taetoof~heer th p&r epeetaie hver. . i.Th r.t....'.. .pe
thth e
cooperative brought in

€oncern 
a home-made grounding 

,i<:
he w r h uend saf e tyapr9ae444h h'Ti ec anses A'ili,:,'~li~n~ h eustr which was' 
 ial
for line consructieon and maintenance purposes until the reguri
can
are ieasly g.rbnsrvice wth'-thertap hnges'hhae asret'aing'dAtioedi,
or, ~ 
received from the US. It was pleasing to note that this CoPerative'
From a d


coraf etrciedu e . ubstrationseqipmale
has started to
~£t~ddo4recogne e~:h conh ru l nt end fe'nq,erll~pga ' : "i".the ne~ed forn'safety practi$ces without waiting,
for a rqacpors nefCessp ' i
serious accident to occur, w : iW, 

The NEA safety trainingprogram was 
discussed. 
 It was pointed out that"
up to this point the training was not getting down to
workers who need it the most. 
the' indV..dual
 

Several of the AU representatives have
worked for industrial concerns that have established a privately funded
safety progra. 

ca 

Hence they have aood knowledge of safe pratices.or
'aily get in touch with other Filipinos who haveawdeko
safetysofprocedures 
 From our observations, co 
*.a widebpread safety progra
for the cooperatives and the construction contractors is necessary and
A should be given adequate attention. 
There are enough qualified persons
in the Philippines to man such a program. 
NEA should include A&E
representative at all safety training sessions.
 

canwz 
 ea 

idr"ed -e
Inspection'ofAbraCooperativeSystem
 

A portion of this system was inspected on October 1, 1974.

has This project
' consulting engineer but does all construction by force account
The engin~eering, particularly urban, has several deficiencies and1 the
construction is inadequate inmany respects. 
 The project manager states
that they have only one copy of the standard construction specifications"A
and it is quite obvious tha the crews are not 
following it. Stanley
Consultants and Trans Asia stated that the cooperative wnade the en-inec& 
 :;change staking based on "commnon sense" and other changes were just aiad(_
without the engineer's knowl~edge., In
phase line one instance,crossing a long span'tJ'reea major highway -had plices' inall 3-phasewirestsave money instead of splicing in the previous,, span.: In aiot cns 

l,.i A 
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' An ad the Y antzspectin of _ dpo, shis sytem, toil onsOtuo 2i!9 The aiVd'~siathi stat esut;o th on r€ln ¢oer _r!f 


staIe did aha te, rl
belgivene a mnaer twas
nsometiceconstruc ion * abitsebrn ..c h :::!.rrors ap tg a ee r . vmadaedeton r 'u~t -he ...attention
to the Ptthe~el[er..The Ottndn iseoosystem inspected by such a lar'ge numaber of people from different
hiwiJc!C .:

orgaizations,•~~ ~ However,~ I~whl:tesithsalso ~believeiss that itotollgmay require the ,htsafty We , t e inee;g 0oun"firm"'
•-.~~~~~~~~~~~ •tagged- .encouragement of N~EA to get the Abra system defects corrected in any
osr~lnsprnedn fel . 44.pot0'iopst :!
 
reasonable 1,ength~of time and what's more important to be sure they,4re
not repeated as force account construction proceeds. 

< 

Inspection of La Union Cooperative System
 

An inspection of this system was made on October '2,1974. 
 The cooperative
isIn rattempting to integrate the take-over systems as rapidly as possible
ed.to fy aagr$t ent
onc thoces . reoa~ sap ncosruto

and has anconstruction contractor, El1ectromechanical Enterprises doing

the work. 
 At this stage there is very little construction done but we
did notice some construction errors that are being made and brought ~them
 
to the attent~oni of the engineer. The outstanding issue on this project
is safety. We found that while the switches controlling the line being

worked on by the contractor were opened at~ the substation, they were not

tagged. The cooperative construction superintendent felt protection was
* adequate since no one could get in the substation but himself. This is
 
not an acceptable way of safeguarding working crews. -The contractor did
 not have his mien working between visible system grounds that would

effectively ground all phase conductors. 
 Neither the cooperative nor the
 contractor had any grounding clusters. 
 tie noticed the cnntractor's men


weeequipped with safety belts but they were not used and the men were
standing on top of the crossarms on the poles. There was no reason'for
 
-~ -. this. Actually, all construction work can be done when belted off safelybelow the crossarm., While one expects to moresee safety violations

performed by tontractor crews than by salaried cooperative crews 'this
type of gross violation should be curbed at once since itmay influence-
the cooperative's own crews. 
 The TAP resident engineer was not at the
con~struction site as the work proceeded..
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The constructioa of the headquarters building and warehouse is good and
the yard i. pruperly fenced. However, there is 
a stream (intermittent
flowiwg) tWaL has eroded up to the boundary fence and taken out two ofthe coiicrate posts,. Linediate remedial measures must be taken as theheadiuJ1'tcu-s building itsuif stands only a few feet away from this fence. 

',,w2 	 substat ion is a Japanese design obtained from war reparations. It
kas 	many of the shortcomingn, of the substation.- at llccos NorLu.audition the 	metering equipment and alarm system have not been 
In 

instald.Spare parts i.nludiig fuses are 	 not available. We noticed in the war 	hiouse at iiocos orse that there was a largc supply of spare parts.:hLnce, thc tLrouble is a ialdistribution of the spare parts that came
with the overall substacion shipment. 
There was no instruction mar.ual
available for this very complicated substation.
 

The 	 superi ntendent diu uot: have a copy of the NEA standard specificaui-onbook. 'lie only available copy belonged cs the manager who made no use
 
of it.
 

General iemarks 

1. 	NEA is prepar-ing a supply of grounding clusters made aadof oddsends of :.:aterial available 
,t Sangley for the cooperatives to use
UnLil 
a supply can be obtained from the U.S.
 

2. 
The 	sccpe of the NEA contract with the A&E firms should be broadened to make ,Ae A&E responsible for all staking up to the consumer's 
rleter.
 

3. 	NEA sihould ruview Thu inventory of spre parts thit came with the
Japancsc :ALiwscatioc-s 
 and 	make an equitable dis''bution of tie. 

4. 
NEA 	shou L.'cnake a doce -aineu effort t,) see that each cooperative
and covn mr towrking on cooperative jobs has an adequate supplyof 	 lite dr specificatioas books-ca and insist Chat all construction 
1)(in stricc conformance with them. 

Attached to Trhis Co mart i a copy of Uhe report prepared by Mr. Gordon S.Roy 	 of ata-,ey Cun ulcants, Inc. covering; uhe inspection trip to the 
nortierti Luac:a oopuratives. 

Attaclnent: 
 Copy of report prepared
 
.by Gordon ioy, Stanley Consultants, Inc.
 

EFClark/bma
 
10/11/74 
 cc: AD/CD
 

C&R 
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I. L. lakr, 4
Otber 16, 1974
 

Uri 7. Clark 

Impection Trip to Leyte Coopertive 

Durins the period October 8-9, 1974# an inspection of the electrical system
of the above-amd cooperative was md by the follawLaS people: 

V. De Vera Y" 
S. Alatica Mu 
lay Shoff NWA 
Harry Bker UMAID 
Karl Clark AID/W

John Leavitt Stanley Consultants 
ave t 

ConsultLqn Firm 

L. Gutierrez AWLA 
L. Trinidad KDCO? 
B. Lasec EwOP 
L. Mento&rixk& DCCD 
Z. Abrl) 
A. layala 

DCCD 
TAP 

Tha lectrtc ua~te €onsists of approxim ely :80 kim. of Wly cmatruc
ted distributiou line, a 10 unit 4.4 MI namp"i rating disel ", ratiag
pLant usij ourplusoequipment from Okinawa &.d t 5 MA 4.16/13.2 LV etep-up
sub-scation lood at San Roque. Is additior the cooperative took over 
4 M &Amplatediesel plant and the electric distribution systm in Tacloban. 

-ry3d Waighouai 

The huadquartors building and warehouse are located at San Raquo
adjacent .o the poer plant on an adequaely sizou and drained site. The 
quality ok coastruction in satisfactory. Thu verehouae is equipped with 
sufficw t bins cud has enough floor space to properly store the required 
inventory of kaidware and equiment. 
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n-mttinn Plant at kg &RSM 

79e plat was constructed by Trito KNginertng Corporatee of Cebu.

The cooperative was to supply the generatiag equipmat that it Ipt from
 
Okiwmia and tw cwmtractor was to supply the remiing material and
 
equipa L. He was slso cz~esd to 
repair the diesels and Senemtcre as
 
neessary. Unfortumately, the coatrmctar's bid for this work vms too
 
low and the specifications were txo vega resulting in attempts by zhe
 
contractor to econosize and otherwise rucoia nts losses. .4 
 atmKted 
to fabricate an overhead briu4a cr whicL a not accepta.",
angineer. The ct"ae ham um bea deleted from his contract. 11w 
Cooperative plans to build a ;-abIQ eraas to srvie the eagins.
There is a shortage of parts to r pair the diesels, the evpormtiv.
coolers a the ewitchboards. The water well at the plant has not bwn 
accaptad. The contractr i" repwtd to be one of the most knoledgeablo

in the Philippines on diesel plats and yet he 
has bid the job a* low that he 
cannot do a good job. 

IU 5 WA 4.16/13.2 v etopup sebstacion is built on an &Aply&iLed 
;lot admict to the plant. It was obraiuid from Japan and does not 
prvviA the claarances above ground that are considera4 secassary by U.S. 
z d , Tha contractor coaatructad tli substatio4 witbou a specific 
cocract: aud inatalled completsly ouly that portion naco"ra., to feed on& 
outivoing circuit. Thbar are extra fusa, switchea, lighting armsters, 
etc. in tha warehouse and storage yard which should be installed at oace 
baform they bocmw lost, brokc" or diverted to socu other locatim. 

6afficia r. opacw is prvidad in the substtiou yard for tLA pnr)oosd 

6e9 Xv ae;te csibstatiou which will servs tii.. Zvuthern Leyte Cooperative. 

The distriboticn ysteu was inspected at ialactad locations arA may
Iekiei wo 'a lina parallels a telephontere uoted. distribution 

linc for "awal kilcouters so closely that zi y are in strtxtural gonflict.
ThLu ahkxAld be eliminated by going to joinc u of thn pol. .. A.. or by
moving the tllaho a &cross tha hbevway. Othe: daficioncies notd were as 

1. Dou guy and anchor not imntalla to hold overhead etib pole. 

2. Transfoxwer grounding loops not properly installed. 

3. Section of line installed without arnr rods. 
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4. My electrical comm.IioM Me by apliciag instead of with 

proper tonw4utrs. 

5. 	 Inadequate cli.4'ance of haridave from ground wire. 

6. 	 U&* of coconut tree for 3ervice support pole. 

7. 	 Inadequate clearance of lines over hiShisy. 

8. 	 Use oi wrong pole top assebly and guying for lim &gle. 

9. 	 Pol0 out of alisvment. 

Takaover SyaCA - Tacloban Gens&ina ?atWL 

This di*6,21 generating plant was recently taken over by the cooprotive.
The property had beea undr-.miutaind by the previous owner to the point 
th t it inaslmost inoperable. ?&gin" that run can barely reach half of 
nomplate rztting. The plact cannot carry the p ", load resulting in '61ack
outs downwi during the eveaing. O tbh evening of October 8. 1974, down
town aes btacsd oit from 7:00-8:00 and f 9:00-10:00 p.m. With propr
repair parts now on order and & mejor ovcr'aul of the cooling twers, the 
plaat wil. gain 2000 KW in capability. This will bo eaough to carry the 
currnt poak !xt will not permit the additimi of much raw load that will 

aitor~slixa whAn 8 reliable povr source = , At present the entire 
plant is andau&ated because of a gre3t doal r, wa3ta oil which i& lying
aivoud cl*,i to the plant, cooling towers, etc. Ttw cooperative is doing
Its b t to "Lang on" until =Lateance can be undartak . 

The an~liwi jackets are cooled by well wator without troatuan . The 
JaiM coy rg che jacket -ails and a&&ravat" the tuainu overhoating problem. 

Tha 	cooperative r~cently took over this and so has not had a 
€h-na to iwpro it. However, the systa iv --u defactive that remdial 
actiou mats iwt be deb~yed. Distributicnli" run over ainbc -,rd so low 
that anyone tvcizing thabc could cnasily go% L .. trocuted. Clerance between 
olactric and tf~iphow liwo ic inadcquata i.i cotmtlava instawca. The 
c1 ra roofs and raideace windov are grossly inadeqmate. Tres 
have aroma into ths lines everyvhera. 

ItM tovered i. Group _Disjcuzsion 

1. 	 The A&'s stressed the need for tho cooperative managers to make 
every offort to got more generous claring and trins rights 
so that adequate clearance betwen trees and coadutors can e 
obtained. 
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2s 	As & result of the Problem Wh-ch arise with ta er Properties,large iU4stril and come'cial lods, voltaje prmblm., systempl.ziuSniu, etc. there is a need for a retainer type A&x contmetcalling for "pay as the 	tasks are perforx"f so tdat the jequirodtechnical expertise will be available to the coope~tive am &
coatinulas baais. 

3. 	 A aumber of cooperatives haye costructed lines. smarating
plants, headquarters fecilitie., stc. but the 	 jobs have not betsclosed out . It is necussary that the angineer aud the contrctormako every effort to got an agreeA upon set of flal documtsand 	 ccuplete th. work in a satiafactory mnner as goaw as poesibleso thar the oba cAm be closed out and the property properly setup on the cooparativeea books. In the case of closing out contractsfor 	butldings. subettionse ae. the i1A BulletLn No. 16 alypti~soad thare is so probLes if thJa pro edurea.. contained .wxeaA tirekol!oued. In the casu of lira construct,?.oa. the last parag4raphof Bulletin go. 16 could be applied 6ut it i not being Msd.It would certainly be advantageou to clooo out large projectoin aetion.. It is aio cooeivable thac when it baecri dusirabLe to increase the 	beope of an cxistLi contract, the originalportion should be clo"e, out. This will kp the *Work in 
progrms" account down to an acceptablo aiount. 

4. 	 HA ihould issue 4 bleastL coverL: forzaz account construction.It ashuld require that the deuign iv.vt i.a approvwal of the A&X,thai tn work bw to .ad by co.qptect ttw4hai-ccLans, Lhac proper
Muu~ bo U60d. thi~at the =RA apcl .catiaQs are followed, thattl-t 	wvo b d, a ia 4ccordaca witl- omopcr safety *rocadu s,and 	 th&t &Aiubte recordz be kept w -hat the proper "etris eas
6 uai.c in tr- ccoporative plant 4,;couuts. 

The 	 new . iar Col. Flores, seems have a,: good grasp of the problemsthat this cooperative faceu and has already begun to take steps to remedy
some of the more serious difficulties. 

http:construct,?.oa
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Philippine Model for the Development of Rural Electric CooperaLives
 
Col. Pedro :, Lumol
 

General
 

I. An electric cooperative is above all a business entity. 
While it is
 
true that a cooperative is established to provide service for its members, 
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 money in its operations.
 

2. Before any electric cooperativ-e is formed, studies must be conducted
 
to determine its feasibility. The cooperative must be able to collect
 
sufficient revenue not only to cover its operating and administrative
 
expenses; but it must have 
some margin to pay back its loan and tc
 
finance minor expansions of its system. The cooperative must of course
 
provide adequate, reliable and low cost electricity on an "area coverage

concept."
 

3. In the determination of the service area of a cooperative, the primary
consideration is "size". The electric industry is highly sensitive to the
 
economies of scale 
(the bigger the electric system the more efficienL is
 
its omerations). The area to be services must be big enough that the
 
revenue justifies the hiring of qualified managers 
and the setting up of
 
a maintenance unit to insure reliable power.
 

4. The cooperative is a-lso 
a social being. To succeed it needs the

cooperation and assistance of its members. 
The members must believe that
 
the cooperative belongs to them. 
In this aspect the distance of the

cooperative headquarters from its members is an important consideration.
 
The cooperative: therefoye, must not be too large 
so that the headquarters
 
is not too remoae from its f,=:thest members. 

The "Area Covera 'e" Concept 

5. The "area ccvera,:e" concept in r'ur eectrification simply staued 
means that zhe electric cooperative bound to 3rovide serv'ce to any

person requesting connection within its service area. 
 It must cbe empha
sizea, however, that while it is one thetc primary goals of' electric 
cooperatives tc; provide electric service to all the people living in its
 
service area, the cooperative must constr-ct lines to remote the sparsely

populated areas at such a Dace that the feasibility of the total system

is not jeopardized. 
Lines to remote areas are generally uneeonomical.
 
The revenues 
from such lines are not sufficient to cover the cost of'
 
power, the administrative cost of reading the meters and collecting the

bills, the maintenance cost and finally the amortization and interest on
 
the lines themselves. These uneconomical lines will be built only when
 
the "losses" from these lines 
can be offsetby the profitable lines.
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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 densely populated areas are being made to subsidize the barrios.
 
The arguitm: :i can be refuted easily by the sociologist but there is an
 
econon~, rationale for "area coverage". The economy of the urban centers
is depc;deit upon the economy of the rural areas. If rural electrification 
will tthaii:e the economic aevelopment of tac barrios, then the income of 

te barrio people will increase and there will be an improvement in the 
economic activities in the poblaciones. 

7. In the same manner it may be argued that the postal system is illo
gc!al in that it charges the same postage irrespective of the descination
 
within the country. It costs the same 
t-) mail a letter from Quezon City

tc. Maiila as 
it does from Quezon City to a barrio in Cotabato. Certainly,

the costs to the postal system of delivering these two letters are dif
feLret and yet the postal system charges the same postage. The ration
aLe is that comunication is con,idered vital to our economic and social 
w, LI-Ltin, aid it ill redound to the benefit of all if communication is
 
encouraged nion.g our people.
 

P. The Li* s tc the barrios which now ere uneconomical will, in a few
 
years, T .coire cconomical as the area develops. When this happens, these
 
Lines wii] heLp subsidize the construction of other lines until finally
 
we have attained total electrification.
 

The -Sizof an Electric Cooperative Area
 

9. In 2encral, a cooperative area should cover fron 5-10 municipalities
populazed by come 100,000 -- 200,000 people. The area must be contiguous azcd 
the diaLect spoken similar. Furthermore, the farthese customer of the 
cooperative must not be more than 30 kms from the center of load of the 
system. 

10. The crit,lria of 5-10 municipalities with a total population of from 
10J0,00 - 200,000 people is primarily economic. Our initial feasibility
studies indiated that this is an ideal size for the Philippires. On the
other hand, the presence of industrial, ccaercial and agro-industrial
loads in ai area will permsit the redudllion of the required minimum size 
corre sponain ]gLy. 

11. That the area is contiguous and that the people there speak a ccllen 
dialect zs primarily a social consideration. People can be expected tro 
cooperate better if they are near one another and if they speak the same 
language. 

12. That the fxthest customer will not be more than 0 ms from tnfe Load 
center i.s both an economic and social consideration. The dis;tribution v/,
tage for the cooperatives has been stanaardized at 13,o00 voilts , rd km;
is considered the maximum length for such distribution lines on the) si: '.f 
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economics. Also, befaus, of the condition of the roads and the trans
portation systeas, 33 kms is considered the farthese distance a member
 
should be froom the cooperative headquarters.
 

feasilitity cf a Cooperative 

n.eLectricj cooperative is expected to lose money in the iritial 
y. ars of its operations. In general, however, its revenue aL'ter oner.()year" o operation is sufficient tc cover the cost of administration anc
opt-ration. A cooperative to be "feasible", however, must generateenough reveue in its 7th Year to cover hot only the cost of operation
and acuni: ist.'-ion but also the amortization on both capital and interest 
of its ban. 

14. The sever (7)year constraint is in ,-onsonance with R.A. No. 63648
which list ih: grace period for -Payment of loans of cooperatives to
sevei. (7) y-ars. It is believed 
that by the 7th YZear the cooperative
should have devt:loped its "power use" programs so that the "non-lighting"
load is substantial enough to make the system feasible.
 

The Phasing of Development of Cooperatives Within a Province, a Region
 
or an Island 

15. The over-all objective of the country is the attainment o t'c a,electrification. This implies that service will be provided to al persons
desiring such service. 

16. The following factors are mandatory in the attainment of total
 
electrification:
 

a. EststLishnmnt of' island grids and the integration of power 
generatiu:>. 

b. The 
cunsoidation of electric distribution franchise areas.
 
C. The adoption of the area coverage concept. 

17. The cost of power in general, represents from 40-50' of the electricbill of a custcmer. The cost oi power is highly sensitive to the economies
of scale. The bigger the plant, the lower is the cos.t of renerating cne (W)
kilowatt-hour of electricity. The integration of power generation also
reduces to a rinimum the total spare capacity required in the system.
 

13. The distribution of electricity is also sensitive to the ecori(,misof scale. The construction and maintenance of lines can be better plarnned
and programmed when the service area is; large and not constrained iuy r,o]itical boundaries. Like power generation, big distribution rsyst,-m: canafford more 
capable management that can program expansion and mainteniarnc,,

requirement. Hence wo 
can expect large systems to provide adequate,

reliable and low cost power. 
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19. 
 Unless the ar'ea coverage concept is adopted, total electrification
will take a ]or, lo, g time to attain if it can be attained at all. Iflines t, -:T seLy populated areas will be constructedarc b, t i,-seLves economically only when such linesfeasible, the distribution franchise
operat r :cust wait until the area is developed before they extendservic willto the area. The distribution
~1 proi 

franchise ooerators, however,U~,th shoulds as soon as the losses from them can be reasonably absorbedhe profitable lines. 
20. 
 With the above concepts in mind, the following are the accepted
cies in the uoliphasing of construction of cooperatives within a provincce, aregion or an island. 

a. The initial cooperatives to be formed will be developed in sucha .nan:;erthat it fit thewill into over-all plan for the elect:rification of the province, region or island.b. The cuoperative area as much as possible will represent the areato be serviced by oaaa center c f the grid. This implies chatplans should now bu prepared for such island grids and the Lucatiorn of their load centers identified.c. For cooperatives that will initially generate their own power,the ccoperatives relatively
share 

close to one another should try toi power plant muchas as possible. For example,pLuint for Capiz should serve 
the power

not only Capiz but also Aklan.power plant for TheIloilo shuoul, in addition, serve Antique. This-also implies that the transmission lines from Capiz to Aklan.andfrom Iloilo to Antique must be so designed as to ultiaatel 1 formpart cf the Panay TSlard Grid.d. The 1FC has adopted a policy of providing service only 69higher. at kv orThis policy greatly enhances the consolidatio:c 
 (o'small
franchise systems that 
can be served by a load center.
 

The Phasing o Construction of Lines Within a Cooperative Area
 
21. 
While the feasiblity study and the Archietectural and Engineering plans
of the electric system of a cooperative include lines thru the poblaciones
and :.I Ghe ba.irrios, these lines will not be constructed at the same time.The lines will be constructed by phases. 

22. The >first phase shall be the construction 
p~,. LaQ ci's and of the lines withir thethe -main iines (trunk lines) connectingwith the oLlaUiornestne uower plant or substation. Phase onethat once sections (1) must be so inplenentrcdof the line are completed, they may bemediately. enerirized im-Construction, therefore, should start from the power r,,lant/substation Leading out.
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23. In generq., 
 phaseone of the project will be constructed by contract.
The AEA/coopelative will furnish the materials including the poles.
contractor shall construct The
the distribution lines (both primary and secondary) whil, the cooperative shall install the service drop and the
housewiring by forced account.
 

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

25. 
 The evtenion of lines to densely populated barrios should be done
after D;hae one 
(1) has been completed or even just before phase one is
completed. 
This will be undertaken by force account. 
 The cooperative
must form dl.tribution line teams. 
 It would be desirable if the linemen
trained by i\ 
A/1PC/NMYC be initially omployed by the contractor of phase
one (1) and an 
phase one (I) means completion, these linement will be
able to form ahe Cooperative Distribution Teams.
 

26. 
 The criteria for the priority of constructia. is discussed in dntaii
on page (_ A:- -oor as the constrvction of phaso one is(1) started, thecooperative will initiate the establishment of a piiority for the ccnstruction of the subsequent lines. 
 From this priority list NEA will approve
tSe lines to b, includea in phase two (2).started, As soon as phase two (2) isthe cooperative shall submit their priority for phaseTo insure an three (3), etc.orderly implementation of the different phases of construction,
materialis, lurc, 
 equipment and funds must be available to the cooperative
at the 
right time and in the right quantity. 
NK and the cooperative must
agree on the priority list early enough to provide sufficient time for
planning, ordwrinG of materials and equipment, funding and finally or
ganizing for construction.
 

Priority of Lines for Phase Two (2) and theSub. ,-ent Phases 

27. As soon as phase one 
(1) has been started, the cooperative should
start 
on the preparation of a priority list fir 
the cerstruction of lines
for inclusion in phase two (2).
 

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

a. right of way

b.. 
 economic and social factors including:
 

(1) 
number of houses that will actually be servol(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 securing
 
the ROV. ujrthermore, of the lines considered for construction in phase
 
two (2), iriority will be given to lines that will supply more houses
 
and/or hoise ecuivalent per km of line. 

-,J. The number of houses to be served pertains only to those houses that 
are wired or will be wired before the service drops are installed. The 
number of house equivalent refers to existing motor loads or motor loads 
that will be installed before the service lines are constructed. In 
this connection, a 1 Hp motor is equivalent to 5 houses. 

31. Each line, therefore, will be rated in terms of houses per km aiA, 
the 
The 
form

linf..s with the higher 
determination of the 
ula: 

index will have 
index number (N) 

higher priority in 
may be expressed, in the 

contri ton. 
foliowini; 

N = 
H+H 

E 
L 

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

of the motor load and 
L is the length of the line in krs.
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t onre .. '.4.4n . .s d eincreased4 export, incomes -in the of.hijippi.nes,by a strong recovery in agricultural and 
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domestic market, and by 4ustial pr d"ction fort-an expansion in publc and PivateI p.4

Underplont vestmrntand unelosent, remain quite high, however, and inO :n with m.st other ountries, the rate of inflation increasedappreciably im the past 18 months,
 
2'The agricultural sector grew by 7 percent in 1973,' 

'
 

4 .ion 
Rice product- .in crop year 1973-74 increased by 23 percent over the level ofthe previous year when flood severely affected output Th increase'has been mainly due to favorab.le weather conditions,Increased use of.. fertilizers, xmre suervised preditand increased investmentssuorting rural services. The Governmient has moved ahead with

in 
its progra of agrarian reform for the nationIs one illion ricefann tenants. By mid-1974, 176,000 and 

had
cornland transfer certificates

been issued, mainly to tenants on the larger holdings ' The Govera.nt__Thopes to issue certificates to all tenants on farms abovehectares. There is 24a strong prim facie case for pressing ahead withthe Program in the 7-24 hectarebelow farm size range. Implementationthe 7 hectare level will be extremely difficult and benefits,less ovious, ;Ln view of the numlerous owners and tenants and smallparcel of land held.
 

*The industrial sector grew by about 
 12 percent in 1973.tradi~tional. industrial Nonexports,:t:e estimated which have been increasingto have doubled in sic 1970, 
industrial exports 

1973 to about $200 million. However, 
4 

have been .. ected.by teeconomics recent sl,dcwf. in theof key trading partners, and' earning are expected to leVel , , . off this year. 

.. The grcwth.developnt. in production was also' osisted by increased public.'4" 
outlays in 1973 made possible by a significant i..rov... in the financial positio of the Government.. investent. . to The ratio of p.blicP is currently about 3 Percent c. ed ..w.-th 18p

cent in Yneeded 72. The Goverrment has implementedtax reform and improve sntsin a series of longtax adminstration. As a
result,GN~P the ratio of National and Local Governmenthas increased from an average of 9 pretircntyastotax revenues to an44
estimated.,12*4 percent in FY"74.4I4 

'' 
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I1igh prices for the Philippines' chief export, including coconut 
products, sugar, copper and wood products, were largely rer-oonsile 
for am increase in merchandise receipts of almost 70 percent in 1973. 
Interalatc,:.al reserves rose by about $600 million during the year and 
stood at $376 million, equivalent to about five months of inports, at 
the end alf the year. Havever, since mid-1974, a large trade deficit 
has appeared, largely because the growth in export prices has moderated 
but injx)rt prices have continued to rise rapidly. Because of the very 
rapid grov-th -nexaort incczic in -ne past two years, and continucl 
good debt management policies of the Governxr-nt, the burd:n of rx-dium 
and long-ter debt has declined dram:atically. The ratio of debt service 
pivments to expo-t receipts has corre dcF.in to an estimated 15 percent 
tlis year, compared with a high of 27 percent in 1971. 

In the latter part of 1973 inflation emerged as a major problem. 
Since mid-1973 con-siurer prices have been rising at an annual rate of 
rore than 40 1percent. This has been caused by the large increase in 
liquidity since thie export boom began in 1973, and by a nuiDer of cost
push fa-tors, including the higher rate of world inflation, domestic 
food shortages and the increased cost of petroleum. Yonetary and 
fiscal policies have aimed at absorbing the excessive liquidity 
expansion, and in recent months the rate of inflation has been moderating. 

The Energy Crisis 

imported petroleum provides some 97 percent of the Philippines' 
total energy requirements, In 1973 the equivalent of 71 million 
barrels of petroleum crude and petroleum products ,;ere imported a- a 
cost of about $230 million c.i.f. When the enerrv crisis developed 
late last year, the Govern:a=nt moved quickly with conservation rrasures 
to reduce non-esscnLial consumpotion. In 1974 impcrts of petroleum and 
products are likely to be about 71 million barrels at a cost of about
 
$780 million c.i.f. 

Tne Governmient has decided to accelerate the deveio~munt of local 
energy sources, especially hydropaver and geotrermai energy. Supple
mented with nuclear en-ergy in the 19801s, total de7and for energy is 
expegctecd to grc-w at about 10 percent a year, and even with more rapid 
dcveloErnant of natural paver sources, petroleum wold still account 
for rore than 90 percent of total energy needs by 1980. 

Growth Prospects 

The abrupt deterioration in the extea.-ral terms of trade since the
 
middle of 1974, and the recession in tnE economics of key trading
 
partners threatens some of the Philippine' recent economic gains. The
 
labor force continues to grow at 3 percent a year, and although em.loy
ment has expanded appreciably in the past 18 months, there is still
 
widespread unemploemint and underemployment.
 

http:Interalatc,:.al
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Priocity is being given to expanding food production for fhe 

dcciustic nrrkt-t, to ex--panding export production iand to acceleratingdeVelopunnt of local energy resources.
production, In the cajse of uxportthe Goverincnt recognizes that the incroisodpetroleLU amA cost ofother imports cannot be financed indefinitely byborrowing jnroad. It is actively encouraging both local andnvmter-s to expand foreignthe productive capacity of export industries andto undcrtake major new import-replacing investm--ntcs. The Governmentis seeRing increased support from the internationalcormunity to help carr, out 

financial
its dcvcloT,ent prcgran:i and to adjustITYrt to higher !i. troemu-n 

ease 
and other imnort prices. Because of thesubstzuiLti improvciecnt in the external debt burden and internationalreserve pc;ition in the past 1&mcnths, the Philippines nowcapacity to borirow "xtenaalily larger amounts of capilal 

has the 
in support ofits develognent prcx-ram. 

Maintaiing a GNP growth rate of a )out 7 percent a year in realterns during the ncxt few years will depe-nd heavily on the buioancy ofthe domestic mrket. The prosnects are for conti-ued rmasionagriculture, inaw tfr, 4-5 percent increase: in roduciion inPhead. Continucu expn~sion in 
the year

public ancd iorivate investm-nt d--undshould help sustain industrial output exjansion. 
Increased investrientswill be needled in a wide range of consu-er and intermdiate goods
industries. 

The increased size of the domestic market and gra.:in export dcmand.... Se. to justify a widerc~i range of investments during the latterpart of thc. decade in large-scale, capital-in-tensive industrial projects,particularly in meneral-based processing industries wherecomparative advantage long-term
may be strong.

proposed in 
A naber of big projects aremining, wood processing, fertilizer, steel and shipbuilding,which are likely to push up the private am.vest:snt rate fromlevels of about 16 recentpercent of G P to perhaps 22 rx-cCIt by Lhe latterpart of thc: decad. A substantial amrount of the funds needed for theseproy.~_n'. xould hax_ to come
individueli cast of iny of 

from e.........
 
them willCoenscd $100Group mc='bers car lati ep1-iy an important role in helping the Governrrnt toobtain suitLdle co-financirg arrangements, both with-, bilateral partners acnd with tie private sector. 

The public infrastructure 
which program thiat was anroved last year,called foroutlays of about P12 billion at current pric.s nFY '74-77, has become outdated because of the ...sus
and by chances in investnient priorities t id infltion as arresuit of the enery
crisis. A new prooram is being finalize,, with iere cimphasis ondeveloping nuclear Cind indigenous pj,7erfeeder roads resources and on irrigation,and other projects to supcrt. increased food and ezortproduction. 
Pubjic investment is likely to increase bv about 15 percent a year in real terms so the ratio of public investmnent to G Pwould rise from the present level of 3 percent to about 4 percent by
1977.
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11ho da-Tustic savings rate should rise from an esLiiwVItLd 19 ijxucent 
of GNP at present L,) perhaps 20.5 percent by 1977. Foreign savijnci; 
(i.e., Uiei currnt accou.t deficit in the ba]lance of piyrints) would 
rise frG., ,Ll :sLiir ted 2.5 percent of CVP this year to aby-ut 4 re.rcent 
in 1977. Th.s forc,-iir savings jap ;.nould choline: in the latteor part o. 

<the U,s the proposdC investTrnts in nC,, exLxort LUII[ ifijrLVt-ri(,IA..icing 
cna]yciy blegin to bring results. 

.L:1 anre' of P----nts 

Ib rchaandi xe exzort receipts are projected to increase by a total 
of UJ..Dut 30 peran-t in the next two years. frort payments are 
pio-]uctei 	 io increast. by a total of aiLQ st 40 ;_ercnt in the same, 

perioci, Liclud i.r a 30 percent hicreaa. in prices. Under these 
ass-pu.iopi:3, the trade deficit would rie from an estimated $680 million 
this year to out ,20 million in I'7G. 

Actual and Projected Merchandise Imports 
(f.o.b. million $) 

Commodity Group 	 1973 1974 1975 1976 

Total 	 1,597 3,200 3,960 4,1
 

Cereals 	 112 194 190 150
 
Other consumer goods 	 172 275 330 370
 
Petroleum 	products 188 724 830 950
 
Other raw 	 materials and inter 

mediates 	 634 1,216 1,610 1,930 
Capital goods 	 491 791 1,000 1,210
 

Source: 	 1c73, Central Bank of the Philippines; 1974, mission estimate;
 
1975 and 1976, mission projection.
 

Actual and Projected Export Receipts
 
(f.o.b. million $)
 

Item 	 1973 1974 1975 1976 

Total 	 1,871 2,520 3,140 3,360
 

Coconut products 372 606 640 670
 
Sugar products 295 604 990 830
 
Forest products 444 330 350 400
 
Mineral products 319 501 580 730
 
Other Agricultural products 108 175 210 270
 
Manufactured exports 230 231 280 350
 
Non-monetary gold 103 73 90 110
 

Source: 	 1973, Central Bank of the Philippines; 1974, mission estimate; 
1975 and 1976, mission projection. 
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Actual'and ProectedI 2wernalTrIm rfe
Trad. 


-
 -


Export price Inde7; 149.0 256.0 263. 
"7"
 

Imotprie. indexc 1491 251 303.2 ~ 37 
I~i~ mportIndexwere40 ~ to 797.8gerelzd,,~ ~~ae203 0te p~:" ow Mpror88784 :air :oi 

Non-oU3 Import 144.1Index 216.5 259.420. 

Terms ''miedDt- neetAw-1192499.9 Qtof trade total t t $10iini::~ '98.8 87.0 .,....76. 

- on-o.~ 103.4 " 118.2 e1 101,7 885 

:e au
Source: 1973, Central Bank 4. 0mli 84::of' the' Philippines; 1974, mtission estimate;.1975 and 1976,.mission Projection. ~ 

-0 .,S": 100)External Finance 

were to be realized,, 41the Philippines would requaire a total. foreign~~ 
.4" capital inflaud of about $2, 340. million during 1975 and 1976 4to cove~r 

tecurrent account, deficit' and medim~and long-term loan repayirents.;' 

Direct investmient wo~id provide abou~t $190 midllion of this.
 
~ 411Groater use of short-tenn trade financo is expected brcauzie of thl

increased oil isi-ort bill and generally higher ,level.s of~ iLports. 
net inflaq of about $480 m-illion would be in line with the increase 
in the value of trade being financed. About $1 080 million could be:.. 

~11. ,expected fro;m supplier's credits and other medium and long-term loans U/ 
A 

, 

to the private and 'public sector, including about $280 million fromJ
project' loans extended by Consultative Group mrmbers. The, balance 4 

of the required capital inflow of about $180 million in 1975 and ',$4il0
million in 1976 would have to come from other borrowings. ,Th.e Cerntpl, j~ 

4, ~Bankl could finance the entire defici'by short and xrediiumr-termtibQrrpowlng'"' 
4"'4' ~ whil'etmaintaining or even increasing tha level of, international reserves. 2 . 4Nlhtes~trves, however, would be negligible by 1976o ''.4 

4 ' 

"'.4'44'.4' 0 
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The recent important gains in reducing the external debt burden
 
and improving the external reserve position should not be lost now
 
by excessive recourse to short and medium-term borrowing by the
 
banking system. However, there is considerable scope for additional
 
medium and long-.term loans from donors to finance capital goods im
ports which are projected to reach $1.2 billion i n 1976. 
 In the
 
months ahead, the Government and aid donors alike should explore this
 
possibility. 
If these efforts are unsuccessful, the Government would
 
have to reassess its growth strategy for 1976.
 

If 
the projected iaflows on the capital account are forthcoming,

and if the presently identified shortfalls in foreign exchange avail
abilities are met with an appropriate combination of medium and long
term loan capital as suggested, management of the external debt and
 
debt servicing should not present serious problems.
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Summary Balance of Payments
 
(million $) 

Item 1970 1971 1972 

Current Account -29 +9 +11 

Trade Account (net) -7 -37 -151 

Exports 1,083 1,149 1,109 
Imports 1,090 1,186 1,260 

Service Account (net) -141 -88 -26 

Receipts 258 264 376 
Payments 399 352 402 

Transfers (net) +119 +134 -188 

Official 26 31 36 
Private 93 103 152 

Capital Account (net) +181 +124 +174 

Direct investment -29 -4 -22 
Short-term private capital 76 92 56 
Medium- and long-term 

private loans 94 -34 -17 
Mediun- and long-term 

public loans 40 70 157 

Errors and Omission. -147 -144 -106 

Overall Balance of Payments +5 -11 +79 

Monetary Sector, Reserves 

etc. (net) -5 +1 -79 

Central Bank liabilities 58 4 -64 
Central bank assets -130 -125 -174 
Cot-nmercial bank liabilities 

(net) 35 94 136 
SDR's 18 17 16 
Use of IMF facilities 14 21 7 

Source: Central Bank of the Philippines.
 

/a Mission estimate.
 

/a

1973 1974-A=
 

+475 -450
 

+274 -680
 

1,871 2,520
 
1,597 3,200
 

-30 -40
 

582 805
 
612 845
 

+231 +270
 

63 70
 
168 200
 

+210 +355
 

64 80
 
74 180
 

-5 -10
 

77 105
 

+16 +20
 

+701 -75
 

-701 +75
 

-86 +443
 
-488 -500
 

-106 +190
 

-21 -58
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Pipeline Anatysis and Implementation Schedules
 

Under the proposed Rural Electrification III and prior AID loans
disbursements of AID fundsis tied to supplier delivery schedules. Actualconstruction will take on the average an additional 12 months and is setout in detail in Annex 6 -Schedule 1. 
The following schedules are
anticipated for the three loans and are keyed to the 
IFB schedules and
material delivery schedules shown on the following pages.
 

Utilization of 

CY AID Loan AID Disbursements Commodities 

1972 $20.0 

1973
 

1974 18.0 
 $8.0 
 $2.0
 

1975 20.0 21.0 
 10.0
 

1976 
 19.0 
 22.0
 

1977 10.0 16.5 

1978 

7.5
 

Total $58.0 
 $58.0 
 $58.0
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A - Pol" & Cro* m . --

"3 Nax~re :5-23-74 9-5-74 4-1-75 7-1-75 '11-1-75 1-1-76 5-1-7i 7-1-76 11-1-76 1-117 

C - InsulAtor. ,6-10-74 , .12-4-74 3-1-75 8-1-75 ,10-)-75 t 3-1-76 ,4-1-76 9-1-76 10-1-76 3-1-77 
D- Coductos '7-10-74 1.-4-74 8-1-75 3-1-76 ' 3-1-76 '10-1-76 '9-1-76 4-1-77 3-1-77 10-1-77 

* I III 

9 - Copd ctor Axccuories :7-7-74 9-5-74 4-1-75 8-1-75 ,11-1-75 2-1-76 5-1-76 6-1-76 11-1-76 2-1-77 
S- Di t. 1 Lqui~pet '2-16-74 "417-74 1-2-75 3-4-75 4-1-75 7-1-75 '11-1-75 1-1-76 5-1-76 7-1-76 11-1-76 1-1-77 
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tanggapan ng Vangauo ng vilipin 
(OFFICE OF THE PRESIDENT OF THE PHILIPPINES) 

October 22, 1974 

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

Sir: 

The Government of the Republic of the Philippines wishes 
to express its gratitude to the United States government for the 
vigorous support it has extended to the rural electrification prog
ram through two Rural Electrification loans from the United States 
Agency for International Development (USAID) for rural electrifi
cation. These loans will make possible the establishment of 
about 40 electric cooperatives which will initially serve about 
870,000 people and ultimately, serve about 6 million people. 

In spite of this initial effort, there i6 much left to be done 
and the rural electrification program will remain the top priority 
program which His Excellency President Ferdinand E. Marcos 
described thus: "the cutting edge of the effort to move towards 
development of the country because whether the program is agri
cultural productivity, large scale industry, family planning, or 
small and medium scale industry, electrification is the principal 
requirement. We will not be able to succeed in our economic and 
social development program unless rural electrification succeeds 
because it is the crucial and critical project." 

It is the intention :f the Philippine government to pursue 
with undiminished vigor the yoal of total electrification for the 
country. This would require massive funding under the same 
loan terms as those of the first two rural electrification loans 
from USAID. These terms were needed by the United States 
itself to develop its own rural electrification program over a 
period of 35 years. 

In view of the foregoing the National Electrification Admi
nistration (NEA) wishes to apply, through the National Economic 
Development Authority, for a third USAID Development loan in 



ANNEX 12 
PAGE 2 of 2
 

the amount of $20 million for the continued development of therural electrification effort. The loan will be used to finance
the foreign exchange costs of the electrification program, mainly off showe procurement of electrification equipment and mate
rials for 10-15 electric cooperatives. For this application NEAwishes to avail of the most favorable AID loan terms possible -40 years repayment with a grace period of 10 years and withinterest rates of 2% during the grace period and 3% during the 
remaining 30 years. 

In connection with this loan, we would like to make the 
following assurances: 

i. 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 value" risks in behalf of NEA and the rural 
electric cooperatives. 

We are certain that you are fully informed of the present status

and the requirements for the implementation of the electrifica
tion program. We wish to point out, 
 however, that a major

side benefit of the program has been the development of the
local capability to manage those aspects of the program whichheretofore required the services of foreign consultants. Be
cause of this it is possible that the need for Stanley Consul
tants and NRECA assistance maybe greatly diminished . notphased out in 1977 when both NEA and local A & E firms mayhave acquired sufficient expertise to take their place. 

We request your assistance in obtaining the loan
tioned above. 

men-
The loan is necessary for the continued imple

mentation of our electrification program, and your assistance 
in this regard will be a vital factor. 

Very truly yours, 

By Authority of the President: 

ROBERTO V. REYES 
Acting Executive Secretary 
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U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT 

Manila, 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. NIBLDCK, the principal officer of the Agency
for International Development in the Philippines, having taken
 
into account, among other things, the maintenance and utiliza
tion of projects in the Philippines previously financed or
 
assisted by the United States, do hereby certify that, 
in my
 
judgment, the Philippines has both the financial cap jbility
 
and the human resources capability to effectively maintain and
 
utilize the proposed Rural Electrification -Dan.
 

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

Thomas C. Niblock, Director
 
USAID/Phi 1ippines
 

Date
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EMM.KIST OF SrATUTORY CRI7IA 

FAA - Foreign Assistance Act of 1961, as 

aned. 

FAA, 1973 - Foreign Assistance Act of 1973 

App. - Foreign Assistance and Related Pro
grams Appropriation Act, 1974. 

WA - Merchant Marine Act of 1936, as 
anended. 

a. This loan wil] contribute to the 
BASIC AJMh9RITY factors that alleviate starvation,hunger, and malnutrition by pro
1. FAA 103; 104; 

Is loan being made 
105; 106; 107. viding electric power to irrigbtionsystems which will cnable the 

farmers to increae crop production. 
Also by providing electric 
the project will encou-age 

po;wer 
ana 

a. for agriculture, rural develop-
nent or nutrition; 

directly ccntribute t- the ,evelop
ment of cottage inaustry ann 
therefore enhance the rio-om 
members' capacity for self-help. 

b. for population planning or health; Not Applicable (N.A.) 

c. for education, public administra
tion, or humn resources development; N.A. 

d. to solve economic and social dev- The prcject will enccurage the developelopmnt problens in fields such as cmtcf cottage iilustrics. It alsotransportation, pacer, industry, urban 
 provides the electric systems fordevelopnent, and export development; 
 distributing power supplied by genera
tion and transmission facilities
 
financed by IBT!D, ADP 
and others.
 

e. in support of the general econcny T.A. 
of the recipient country or for devel
oprent prograns conducted by private 
or international organizations. 



- -

- - -

Ta C -	 wrhls, 

A. Describe extent. to whir cetry ±s A,, 

-- (1) 	 Food production is to pririi 
of'the Philppine Government wthl(1) Making appropriate effortsf to goal of achieving self 'uffice

increase food production and 4rovcy in rice azid, orn and
 
means for food storage and listribu- decelerated produot1.on'of live
tion. stock, poultry, fish, fr'uits and
 

vegetables. Plans'for excpanded 
warehousing and distrbution of 
the increased outpu~t of grains 
are being prepared and carried J 
out with help fra IBRP loan. 
The proposed project will partial.
Jy contribute'to this goal -, 

through support tol:irrigation, 
refrigeration, ricelpkocessing 

- ... ...... .. facilities, etc. 

(2)Creating a favorable climate (2) See F 	 I No. 4,_. 
 ' 

for foreign and damstic private (2) iSe.FA 620(e)(l) Item-No. 4
below.enterprise and investment. 


(3) The 	four-year agriculture program
(3)Increasing the public's role. is increasing the productive
in the developmental process. capability of Philippine farmers,. 

The Department for Loce°al Govern
ment and Commnunity Development 
carries out program,- at the 
barrio (village) level thr~ughout I 
the .hilippine3. 'A Decentrali
zation Act,.Jt'ovid .gmore adtonmoTto the iTrovJnct wuii' '6nacted-in
 

'so -
196y,. Thu Prcivincia.- 1)~QJI


- - - - -	 - - - , - - - -y2 

-- ' in sciventecn province-'a, ' 

SAdditionallj7in~an e 2te~-


distribute.4incoe,.and, rai'etheY~ 
rurl Ailardoffivngthel 'GP 

S2.agressiveland, refo p'm-Jpr'" 
'<-" <-g~ ~is~wlundervkvwithj~4 ~ 2 wide)ru 1 

~-:2' '' 
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(4) (a) A.,llocating availablebudgetary resources to dev- (a)More than 70 percent of the
elopment. 
 .odnational budget is allocated to
 
social an, economic development.
 

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

(b) Diverting such resources 
 (b) Less than 15 percent of the budgetfor unnecessary military expen-
 goes for national defense.
 
- diture (See also Item No. 20)

and intervention in affairs of 
othier free and independent
nations.) (See also Item No. 11).
 

(5) Making economic, social, and The GOP, ever since its establishment
political reforms such as 
tax col- as an independent nation in 1946, has
lection iprovements and changes 
 patterned its governmenG after that of
in land tenure arrangmer.ts, and 
 the United States, adopting the
maki.g progress tavard respect same 
democratic principles and strongly
for the rule of law, freedom of supporting a free and open society.
expression and of the press, and 
 On Sept. 22, 1972 President Marcos,
recognizing the importance of 
 citing/a serious threat to their
individual freedom, initiative, 
 system from both the extreme left and
and private enterprise, 
 right, invoked martial lala and,
ruling by decree, ordered an accelera
ted implementation of essential 
reforms long needed. to improve the
 
efficiency of the governmunt, tu re
duce wide-spread crime and corruption,
 
to speed development efforts aimed
 
primarily at improving the social and
 
economic well-being of lower income
 
groups. However, under Martial Law
 
political activity and freedom of the
 
press has been curtailed. 
In this
 
regard President M-arcos is inaugurating
 
an all-encompassing nationwide land
 
reform program. Over the last five
 
years the 
 has increased revenues
 
through improved administration and
 
new tax laws.
 

(6) W12ling to contribute funds 
 (6) Approximately 45 percent of project
to the project or program, 
 is a local currency cost which
 
will be financed by the GOP.
 

http:arrangmer.ts
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(7)Otherwise responding to the (7) As a result of the disastrous
vital ecor'cc, Political, and summer of 1972 floods, the Marcossoci t l concerns Of ita people, Administration has embarked on aand ckronstrating a clear dater-
 large scale reconotruction program
ruination to take effective self-
help measures. with the holp of iflAIp). y',hti 

program is dirr: t.!yy znetA rg thuI 
needs of the dvvastato i uciiatuni.. lIS
of Luzon. Inl'hud~ d in thlu. prog~ran
are: a school reconstruction and 
textbook program as well as on
road buildirg, irrigation and
other infrastructure programs.
 

B. Are above factors taken into B. Yes.account in the furnishing of the sub
ject assistance?
 

Treatmnt of U.S. Citizens and Firms. 

31 FAA 620 (c). If assistance is to 3. No. goverr 7t,as the governmnt liable 
as debtor or -uconditional guarantor
 
on any debu to a U.S. citizen for goods
 
or services furnished or ordered where

(a) such citizen has exhausted avail
legal remedies and debt is
(b) not

denied or contested by such governnnt?
 

4. FAA 620-(e) (1). If assistance is to 4. The Parity Amendment,a governenL, has it (including govern-
an Ordinance 

appended to the Philippine Conment agencies or subdivisions) taken stitution on March 12, 1947, and
any action which has the effcct of nation- effective by its termslizing, expropriating, or otherwise until July
3, 1974, permitted L.G. citizens,seizing a-mership or control of property as distinguished frcm other aliens,of U.S. citizens or entities beneficially to acquire and hold "publicowned by them without taking steps to 
 agricultural lad." acd to operate
discharge its obligations toward such public utilities with thecitizens or entities? 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. citizens
 
to acquire and hol& such property
and to operate "tilities will 
(exired on July 3, 1974. The GOP 
and U.S. Embassy are currently
negotiating on this point. 
At
 
present there is 
no indication

that the GOP 9ontemDltes any
act contravening FAA I 62O(e)(i). 
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5. 	 FAA 620 (o); Fisheren's Protective 5. N.A. 
Act. 5. If cointry has seized, or im
posed any penalty or sanction against,
 
any U.S. fishing fJ6zsel on account of
 
its fishing activities in international
 
waters,
 

a. has any deduction required by

Fishenren 's Protective Act been made?
 

b. has complete denial of assistance
 
been considered by A.I.D. Adinistrator?
 

Relations with U.S.Covernnt and Other
 
Nations
 

6. 	 FAA 620 (a). Does recipient country 6. No.
 
furnish assistance to Cuba or fail to
 
take appropriate steps to prevent ships
 
or aircraft under its flag from carry
ing 	cargoeb to or from Cuba? 

7. 	FAA 620 C6). If assistance is to a 7. Yes. 
governmnt, has the Secretary of State 
determined that it is not controlled by
 
the international Coramnist movement?
 

8. 	 FAA 620 (d). If assistance is for 8. N.A. 
any producJTvie enterprise which will 
corrpete in the United States with 
United States enterprise, is there an
 
agreement by the recipient country to
 
prevent export to the United States
 
of more than 20% of the enterprise's

annual production during the life of
 
the loan?
 

9. 	 FAA 620 (f). Is recipient country a 9. N'o. 
Camunist country? 
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10. 	FAA 620 (i). Is recipient country 10. No. 
in any way involved in (a) subversion
 

of, or military aggression against, the
 
United Sta:ites or any, country receiving
 

U.S. 	 assistance, or (b) the planning of _ 

such 	subversion or aggression?
 

(j). 	Pas the country per- 11. The GOP has taken all reasonable,1. 	FAA 620 
mitted, or failed to take adequate measures to protect U.S. property.
 

measures to prevent, the damage or On infrequent occasion when
 
damage has occurred, proper
destruction, by mob action, of U.S. 

compensation has been made
property? 

without delay.
 

12. 	 FAA 620 (1). If the country has 12. The Philippines has instituted an
 

failed to institute the investment investment guaranty program with
 
the full range of risk coverage.
guaranty program for the specific 


risks of expropriation, in converti
bility or confiscation, has the A.I.D.
 
administrationi within the past year 
considered denying assistance to such
 
government for this reason?
 

13. 	 FAA 620 (n). Does recipient country 13. No.
 
furnish goods to North Viet-Nam or
 
permit ships or aircraft under its flag
 
to carry cargoes to or from North Viet-

Nam?
 

14. 	 FAA 620 (). Is the government of the 14. No.
 
recipient country in default on inter
est or principal of any A.I.D. loan
 
to the country?
 

15. FAA 620 (t). Has the country severed 15. No.
 
diplcmatic relations with the United
 
States? If so, have they been resumred
 
and have new bilateral assistance agree
nents been negotiated and entered into
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16. FAA 620 (u). What is the payment status 16. The Philippines is not in 

of 	the country's U.N. obligations? If the default with respect to its 

were such arrear- dues, assessments or other country is in arrear--, 


ages t .ken into account by the A.I.D. Ad- obligations to the U.S.
 

ministrator In determining the current
 
AI.D. Operational Year Budget?
 

17, FAA 481.Has the goven-urent of reci- 17. No.
 
pient country failed to take adbquate
 
steps to prevent narcotics, drugs and
 
other controlled substances (as defined
 
by the Comprehensive Drug Abuse Prever
tion and Control Act of 1970) produced
 
or processed, in whole or in part, in such
 
country, or transported through such
 
country, from being sold illegally within
 
the jurisdiction of such country to U.S.
 
Governruent personnel or their dependents,
 
or from entering the U.S. unlawfully? 

18. 	 FAA 1973 29. If (a) military base is 18. Yes. (Presidential Deternina
and was tion No. 74-14 datedlocated in recipient country, 


constructed or is being maintained or 1/20/74).
 
operated with funds furnished by U.S., and
 
(b) U.S. personnel carry out military 
operations fra such base, has the Pres
ident determined that the government of
 
recipient country has authorized regular
 
access to U.S. correspondents to such base?
 

Military Exrenditures 

19. 	 FAA 620 (s). What percentage of country 19. Annual defense budgets average 
budget is for military expenditures? Hcw less than 15%1 of the national 
much of foreign exchange resources spent on budget. Aoproxirately one
military equipment? How much sient for third of this amount is for 
the purchase of sophisticated weapons sy:- maintenance of peace and order. 
tons? (Consideration of these points is to Philippine foreign exchange 
be coordinaLed with the Burcau for Program resources used to acquire 
and Policy Coordination, Regional Coordin- military equipment are negli
ators and Military Assistance Staff (PPC/RC). gible. W! know of no 'iiver:;in 

of either development asosi:[
tancc or of PL h80 sals to 
military expenditures. We are 

not aware of any diversion of
 

Philippine resources for unne
cessary military expenditures. 



ANNEX 14
 

Pg. 	 8 of 18 

Coriitions of the Loan 

General Soundness
 

20. 	 FAA 201 (d)Inforration and conclusion 20. The rate of interest is con
on reasonableness and legality under sidered reasonable and repayment
laws of country and the Uited States) of the loan with interest is 
of lending and relending terns of the lor-i. within the financial capability 

of the borrower. Interest
 
through 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.
 

21. 	 FAA s 201 (b) (2) ; s 201 (e) 21. All project development is 
Inforriation and conclusion on 	 covered by feasibilityactiv-	 studiesity's econoiuc and technical soundness. assuring viability. AniLf loan is not made pursuant to a taiti- application has been submitted 
lateral plan, ard the amount of loan to AID. _ See AXTNEX 

ey.ceeds $100,00, has country submitted
 
to A.I.D. an application for sucn fundT
together with assurances to indicate that
 
funds will be used in an economically and
 
technically sound ranner?
 

-paper
 

22. 	 FAA s 201 (b) (2). Information and con- 22. Section 1E and Annex 9 of this / 
clusion on capacity of the country to repay a satisfactory future capacity on 
the loan, including reas.nableness of repay- the part of the Philippines to 
nent prospects. repay this loan. theThe GOP is 

borrower and -"he prospects for 
loan repaymen-t are good. 

23. 	 FAA s 201 (b) (1). Information and con- 23. Financing is not considered to be 
clusion on availability of fir-ancing fran available from other sources on 
other free-world sources, including pri- terms comparable to this proposed 
vate sources within, the United States. loan. 

24. FAA s 611 (a) (1). Prior to signing of loan 24. Yes. 
will there be (a) engineering, financial, 
and other plans necessary to carry out the 
assistance and (b) a reasonably fi:.m esti
mate of the cost to the United States of 
the assistance? 



25. 	FAA s 611 (a) (2). If further legislative

action is required within recipient cAautry,what is basisthat such for reasonable expectationaction will be comleted in tiu 
Oo permit orderly acccoPlisiM t of Purposeof loan? 

26. 	 FAA s 611 (e).If loan is for Capital Assist-
ance, and 	all U.S. assistance to projectnow 	 exceedscertified $1 rnillion, has 	Mission Directorthe country's capability, effectively 
to maintain and utilize the project? 

ha's Re~lationship to Achievement of Counr-,
and 	 Regionial Goals 

27. 	 FAA s 207; s 113
Extent to whicE-assistanceappropriate ephasis on; 
reflects 

(a) encourag-ang 	developmant of demoratic, ecoran-
ic, 	 political, and 	social institutions;
(c)self help in meeting t countrys
food nees; (c) 	

ite 
improving availabilityOf trained manower in the country (d)Program designed toinet: the county(d
 s 


health needs; (e) other important areasof economic, Political,elop-ent, including industx,and social dev-unions, cooperatives, ; fr e la oand Voluntary Ag

cies; transportation
uins, coers and comunication;atives, and Vomazdata n 
planning and public administration; urbandevelopment, and modernization of existinglaws; or (f) integrating women into therecipient country's national ecornmy. 
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25. All legislative authorities 
eis
 

exist.
 

26. Yes. See ANNEX 13 

27. 	(a) The cooperatives to beformed under the project arenon-political organizations

directed by the interested
 
citizens in the community.

(b) The project will permit and
 encourage irrigation projects,

thereby helping the Philippines
 

increase their food production.

(c) NEA is undertaking anintensive trainiL6 r ra fo
its enowniv treainaborprogramin staff anC staffs of fortae 
coopezatives. toProgramstrain arealso underway skilled 

el era ora sk
electrical worKers for se y 
the 	private contracting firm.
 
(d) 	 The project will facilitate 
installation of small potable 
water systems, food preservatior

and increased food production,

thereby improving through

improved water and incre.-!d

nutrition, the health of the
 
populace.

(e) Electric cooperatlves v'ill 

be supported by the Ionrf.

RPllalhe eIectrJCJLy 
at re'amof
able rate is eftnI:ntjIl to rnost 
development activit cs. This
 
project will have a beneficial
 
effect on most of the areas of
development mentioned.
 
(f) See Section 
 of 
the 	paper.
 



28. 	FAA 209. Is project susceptiable of 

execution as part of regional project? If
 
so way is project not so executed?
 

29.FAA 201 (b) (4). Information and conclusion 

on activity's relationship to, consistency 

with, ochor development activities, and its 

contribution to realizable long-range 

objectives.
 

30.FAA\ 201 (b) (9). Information and conclusion 

on whether or not the activity to be financed 

will contribute to the achievement of self-

sustaining growth. 


31.FAA 209. Information and conclusion whether 

assistance will encourage regional develop
ment programs.
 

32. 	FAA s 111. Discuss the extent to which the 


loan will strengthen the participation of 

urban and rural poor in their country's 

development, and will assist in the devel-

opment of cooperatives which will enable 

and encourage greater numbers of poor 

people to help themselves toward a better
 
life.
 

33. 	FAA s 201 (f). If this is a project loan, 


describe'how such project will promote the 

country's economic development taking into 

account the country's human and material 

resources requirements and relationship 

between ultimate objectives of the project 


and overall economic development, 


34. 	FAA s 281 (a). Describe extent to which 

the loan will contribute to the objective 


of assuring maximum participation in the 

task of economic development on the part 

of the people of the country, through 

the encouragement of democratic, private 

and local governmental institutions.
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28. 	No
 

29. 	This other project is con
sistent with GOP objectives.
 
See Part Ii section ID page
 
7 of paper.
 

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

31. 	N.A.
 

32. 	This project is specifically
 
designed to assist in the
 
development of cooperatives.
 
Each cooperative will be
 
governed by its members which
 
average 10,000 per cooperative.
 

33. 	This project is directed at
 
long-range extension of rural
 
electrification to help
 
accelerage economical and
 
social development. As
 
discussed throughout the CAP
 
see particularly Part II
 
section ID.
 

34. 	The cooperatives to be formed
 
under the project are non

political organizations
 
directed by interested citizens
 
in the communities served. See
 
Item No. 32.
 



--- 
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35. FAA s 281 (b). Describe extent to which 35. 
The 	program is directed at
 
program recognizes the particular needs, 
 the 	rural population, which
desires, and capacities of the people of 
 comprises the majority of

the country; utilizes the country's intel- the country's total populalectual resources to encourage institutional 
 tion but has the lowest

develounent; and supports civic education income levels. It will
and training in skills required for effective provide an opportunity
 
-. 'tLcipation in governmental and political thr 	ugh membership in coprocesses essential to self-goveri nt. 	 operatives for direct par

ticipation in institutional
 
development and democratic
 
processes.
36. FAA-201 (b) (3). In what ways does the 36. The progran will bringactivity give reasonable promise of contri-
 economic power to currently


buting to the development of economic 
 unelectrified areas. This
 resources, or to the increase of productive 
 will ro increased
 
capacities? 
 agricultu-al business as
 

well as small industrial
 
production potential in the
 
rural areas.
37. FAA 601 (a). Information and conclusions 
 37. (a) Only indirectly through


ZeEerloan--w1l encourage efforts of the 
 promotion ,)f self-sustaining

country to: (a) increase the flow of inter-
 economic growth; (b) the

national trade; (b)foster private initiative availability of low cost

and 	capetition; (c) encourage development power will create more

and 	use of cooperatives, credit unions, andt 
 opportunity for private

savings and loan associations; (d)discourage initiative, see Section II;
monopolistic practices; 
(e) improve techni-
 (c) the loan is designed to
 
cal 	efficiency of iydustf, 
 assist i the establishment
/_ -ff-ic of' rural el(ectric cooperaagriculture and cormrce; and (f)
strengthen free labor upions. 	 tives throlughcut the

Philippines; (&) not appli

cable; (e)providing

electrical power where none 
now 	exists will improve the
 
technical efficiency of
 
rural industry and agricul
ture; and (f) not applicable.
 

38. 	FAA 619. If assistance is for newly 38. N.A.
 
independent country, is it furnished
 
through multilateral organizations or
 
plans to the maximum extent appropriate? 
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Loan's Effect an U.S. and A.2.D. Proara 

39. FAA 201 (b) (6). Irfornuticn and c 39. The project's output ofclusion cx; ssible effects of loan on electricity will not competeU.S. ecu-znmy, with special reference with or adversely affect theto arc±., of substantial labor surplus, U.S. econonrj in any respect;an.d extent to which U.S. comTdities the services procured will be.andassistance are furnished in a manner of U.S.consistent with improving source and origin.the U.S. balance Commodity procurement will beof payments position, 
 from Code 941 countries with 
a large percentage expected
to be of U.S. source and origi.

40. FAA 202 (a). Total amount of money under 40. The loan will be channeledloan which is going directly to private through an intermediate credit
enterprise, is going to internediate cre-
 institution for use by newly
dit institutions or other borrowers for use 
 creatci private electric
by private enterprise, is being used to cooperative. Commodities and
finance imports from private sources, or services will be from privateis otherwise being used to finance procure- sources.
 
ments from private sources.
 

41. EAA 601 (b). Information and conclusion 41. Private enterprise is being
on ho the~ioan will encourage U.S. private utilized to the maximumtrade and investmnnt abroad and how it will extent practicable under thisencourage private U.S. paz'icipation in loan.
foreign assistance programs (including use
of private trade channels and the services 
of U.S. private enterprise). 

42. FAA 601 (d). If a capital project, are
engineering and professional services of 
U.S. firms and their affiliates used to
the maximum extent consistent with the
national interest? 

42. Engineering and other pro
fessional services are being
provided by U.S. firms an& 
financed under other AID 
projects. The loan will not 
be used to finance the direct 
costs of construction. 

43. FAA 602. Infornmtion and conclusion 
 43. Small Business Notificationwhether U.S. small business will partai- procedures will be utilized.cipote equitably in the furnishing of
goods :,nd service financed by the loan. 
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44. 	 FAA 620 (h). Will the loan pranote or 44. No. The loan agreement willassist the foreign aid projects or acti- contain implementation controlvities of the (nummist-Bloc countries? prohibiting such use. 

45. 	 FAA 621. If Technical Assistance is 45. Services financed under thef nanced by the loan, information and loan will be from private USconclusion whether such assistance will engineering firms and otherbe furnished to the fullest extent prac- non-governmental sources.
ticable as goods and professional and 
other services from private enterprise on 
a contract basis. If the facilities of 
other Federal agencies will be utilized,
informatioh and conclusion on whether 
they are particularly suitable, are not

ccopetitive with priate enterprise, and
 
can be wade available without undue
 
interference with domestic programs.
 

Loan's Compliance with Specific Requiremants 

46. 	 FAA 110 (a); 208 (e). In what manner 46. The loan agreement will sohas 	or will the recipient country provide provide and the planned adassurances Lhat it will provide at least ministrative arrangements will25% of the costs of the program, project, assure it. 
or activity with respect to which the Loan 
is to be made? 

47. 	FAA 
 112. Will loan be used to finance 47. No.
 
police training or related program in reci
pient country?
 

48. 	 FAA 114.Will loan be used to pay for per- 48. No. 
formance of abortions or to imtivate or 
coerce persons to practice abortions? 

49. 	 FAA 201 (b). Is the country among the 20 49. Yes. 
countries in which development loan funds
 
may be used to make loans in this fiscal
 
year? 
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50. 	 FAA 201 (d). is interest rate of loan 0. Yes. 
at least 2% per annum during grace per- 4 

iod and at least 3%per annum thereafter? 

51. 	 FAA 201 (f). If this is a project loan, 51. The Philippine private sector
 
what provisions have been made for appro- will supply commodity and 
priate participation by the recipient construction services for the
 
country's private enterprise? projects. The end recipients
 

of the proposed aid are in
 
themselves private enterprise.
 

52. 	 FAA 604 (a). Will all ccmmodity pro- 52. Commodity procurement will be 
crnt financed under the loan be limited to AID Geographic Code 
from 	the United States except as other- 941. 
wise 	determined by the President? 

53. 	 FAA 604 (b). What provision is made to 53. N.A.
 
prevent financing conmodity procurement
 
in bulk at prices higher than adjusted
 
U.S. 	 market price? 

54. 	 FAA 604 (d). If the cooperating country 54. Yes.
 
discriminatcs acainst U.S. marine insurance
 
companies, will loan agreement require that
 
marine insurance be placed in the United
 
States on cormodities financed by the loan?
 

55. 	 FAA 604 (6 If offshore procurement of 55. N.A.
 
agricultural commodity or product is to
 
be financed, is there provision against
 
such procuremrent when the dcaestic price
 
of such corrodity is less than parity?
 

56. 	 FAA 604 (f).. If loan finances a comTod- 56. N.A.
 
itiy import program, will arrangements
 
be made for supplier certification to
 
A.I.D. and A.I.D. approval of conucdity
 
as eligible and suitable?
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57. 	 FAA 608 (a). Information on measures 57. U.S. Government excess 

to be taken to utilize U.S. Government property is being utilized 
exoess personal property in lieu of the where practicable in lieu of 
procurent of rzw itans. new items. A separate pro

eurment fund for excess
 

acquisition will be established 
under the loan. 

58. 	 FAA s 611 (b); App. s 101. If loan 58. N.A. 
ficnanccs water or water-related land 
resources project or program, is there 
a benefit-cost ccaputation made, inso
far as practicable, in accordance with 
the procedures set forth in the Memoran
dumof the President dated May 15, 1962? 

59. 	 FAA z 611 (c).If contracts for construc- 59. Construction contracts will be 
tion are to be financed what provision financed by the GOP. Corn
will be made that they be let on a c=- petitive procedures will be 
petitive basis to maxiinn extnt practic- utilized. 
able? 

60. FAA s 612 (b); s 636 (h). Describe steps 60. The GOP will provide all 
taken to assure that, to the maximun ex- local currency required for 
tent possible, the country is contributing completion of the project. 
local currencies to meet the cost of con- Country owned PL 480 genera
tractual and other services, and foreign tions will be utilized to the 
currencies owned by the United States are maximum exrent practicable, 
utilized to meet the cost of contractuil however the Philippines is 
and other services, not an excess currency 

country and foreign currency
 
is not available to be
 

utilized in lieu of dollars.
 

61. 	 App. s 113. Will any of loan funds be used 61. The Philippines is not an 
to acquire currency of recipient country excess currency country. 
fran non-U.S. Treasury sources when excess 
currency of that country is on deposit in 
U.S. Treasury?
 

62. 	 FAA s 612 (d). Does the United States own 62. No. 
excess foreign currency and, if so, what
 
arrangements have been made for its release?
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63. 	 FAA s 620 ().What provision is there 63. No. The loan agreement will limit 
against use of subject assistance to the use of loan proceeds to 
compensate owners for expropriated or procurement of eligible 

commodities.nationalized property? 


64. 	 FAA s 620 (k). If construction of pro- 64. No. 
ductive ente-prise, will aggregate
 
value of assistance to be furnished by 
the United States exceed $100 million? 

65. 	 FAA s 636 (i).Will any loan funds be 65. No.
 
used to finance purchase, long-term
 
lease, or exchange of motor vehicle
 
manufactured outside the United States
 
or any guaranty of such transaction?
 

66. 	 Ap s 103. Will any loan funds be 66. No. 
used 	to pay pensions, etc., for military 
personnel? 

s 105. If loan is for capital pro- 67. No. Loan proceeds will not67. 	 AP 
ject, is there provision for A.I.D. 	 finance construction. Terms and
 

scope of work will be acceptable.
approval of all contractors and contract 

terms? 

68. 	 App. s 107. Will any loan funds be used 68. No.
 
to pay UN assessments?
 

69. 	 App. s108. Compliance with regulations 69. No. Loan funds will be used to 
and local personnel. finance construction contracts.on enployment of U.S.(A.I.D. Regulation 7).. 

70. 	 Ap. s 110. Will any of 1oan Aruls be 16. No. 
used to carry out provisioms of FAA s s 209
 
(d)?
 



ANNEX i 
Pg. 17 of 18 

71. App. s 114. Describe how the 
on Appropriations of the 

imrnittee 710 A desription of the project 
was included in the FY 1975 

House have been or will be notified con- Conressional Presentation. 
cerning the activity, program, project, 
country, or other operation to b 

Pg.
Pg. 

130. 
130. 

by the Loan. 

72. App. s 601. Will any loan funds be 72. No. 
used for publicity or propaganda pur
poses within the United States not 
authorized by Congress? 

73. 	 MA s 901. b; FAA s 640 C. 73. (a) The Loan Agreement will 
contain a provi: 'on requiring 

(a).Campliance with requirement that at compliance with this require
least 50 per centum of the gross tonnage ment. 
of commdities (computed separately for 
dry bulk carriers, dry cargo liners, and 
tankers) financed with funds made avail
able under this loan shall be transported 
on privately owned U.S.-flag commercial 
vessels are availabl at fair and reason
able rates. 

(b)Will grant be made to loan recipient (b) No.
 
to pay all or any portion of such differ
ential as may exist between U.S. and
 
foreign-flag vessel rates?
 

74. Section 30 and 31 of PL 93-189 (FAA of 1973) 74. No. 
Will any part of the loan be used to finance 
directly or indirectly military or paramil
itiry operations by the U.S. or by foreign 
forces in or over Laos, Camxbodia, North 
Vietnam, South Vietnam, or Thailand? 

75. Section 37 of PL 93-189 (FAA of 1973); 75. No. 

App. s.l1l. Will any part of this loan be 
used to aid or assist generally or in the 
reoonstruction of North Vietnam? 
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76. App. s 112. Will any of the funds 
appropriated or local currencies 
generated as a result of AID assist
ance be use for support of police or 
prison construction and administration 
in South Vietnam or for suppor of 
police training of South Vietnaese? 

76. No. 

77. App. s 604. Will any of the funds 
appropried for this project be used 
to furnish petroleum fuels produced in 
the continental United States to South
east Asia for use by Pon-U.S. nationals? 

77. No. 
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WASHINGTON. 0. C. 20523 

OFFICE OF
THE ADMINISTRATOR 

Loan No. 492- -

DRAFT 
LOAN AUTHOIZATION 

Provided from: 
 Food and Nutrition
 
(Philippines: Rural Electrification III)
 

Pursuant to the authority vested in me as Administrator, Agency for
International Development (A.I.D.), by the Foreign Assistance Act of
1961, as 
amended, (the "Act") and the Delegations of Authority issued
thereunder, .Ihereby authorize the establishment of a loan pursuant
to Part I, Chapter 1, Section 103 and Chapter 2, Title I, the Development Loan Fund, to the Government of the Republic of the Philippines
through the National Economic Development Authority (Borrower) for the
National Electrification Administration (Beneficiary) of not to exceed
Twenty Million Dollars ($20,000,000). The proceeds of this loan will
be used (a) to permit the Beneficiary to finance the foreign exchange
costs of certain engineering and other professional services required
to continue development of its institutional and managerial capabilities and (b) 
to permit the Beneficiary to rolend the remainder of said
proceeds to a number of 
new or existing 
rural electric cooperatives
to finance thc foreign exchange costs of certain goods and services
required by said cooperatives for the development of their distribution
 
systems.
 

1. Interest Rate and Terms of Repayment
 

The loan shall be repaid by the Borrower within forty (40) years
after the date of the first disbursement under the loan, including a
grace period not to exceed ten (10) years. 
 The interest on the
unrepaid principal balance of the loan shall be from the date of first
disbursement at the rate of two percent (2%) per annum during the
grace period and at the rate of three percent (3%) per annum thereafter.
 

2. Currencyof Repayment
 

Provision shall be made for repayment of the loan and payment of
interest in United States dollars.
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3. Other Terms and Conditions
 

Unless A.I.D. agrees in writing,
 

(a) Goods and services financed under the loan shall have their
 
source and origin in countries included in A.I.D. Geographic C6de 941
 
(Selected Free World).
 

(b) No A.I.D.-financed commodities will be provided to cooperatives

prior to a certification by the Beneficiary and its U.S. consultant as
 
to the technical, economic and financial soundness of each proposed
 
cooperative.
 

(c) Borrower shall reloan the proceeds of the loan to Beneficiary 
on terms and conditions satisfactory to AID. 

(d) This loan shall be subject to such other terms and conditions
 
as A.I.D. may deem advisable.
 

Daniel Parker
 

Date
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Disbursements as of October 31, 1974, wcre $1.1 million against
 

Rural Electrification I (ftan 028) and total conmr'itments (firm purchase
 

orders) total aproximately $28.5 million of which $8.5 million has been
 

advance-funded by the GOP agai.nst Bural Elfctrification II./ Financing
 

for this $8.5 million will be assumed by AID when CP's to Rural
 

Electrification TI are met.
 

We estimate that t.he Nation-il Electr'ification Administration (NFA) 

can comrit against piu-chane orders roughly $20 million in a given calendar 

year so that the balan:3. of the -58 m.1 Ilion of Ri,-al Electrification II 

ond liI should be committed by l,.te FY 1976 or eni-Ly FY 1977. Disburse

mnats against these conlra±ctz will be tie d to .2ctmLl ,tct'al deliveries 

and will extend over a ].2 to 18 monLh eri,-,d with ,-ume long lead-time 

cc runodi ties such as Lran.sforiners taking longer. Projected schedules 

are for near full di.bursement of the three loans (about 90;1 plus) as 

folows: Rural Electrification I - (Loan 028) by end CY 1975; Rural 

Electrification iI (Loan O3)') by end CY 1976; and Bural Electrification 

III by end CY 1977. 

Construction of the i:nC.uvidual. syste;n will taike a minimum of 12 

months after delivery of com:odities3. A, discus.;ed at the Rural Electri

fication III revi!ew, conmrcditie have only reccntl.y been arriving 

n-ider Loan 028 and it will be toward tile end of CY 1975 1e1'ore we see 

the first operating system;; under this loan, although partial energization 

will take place earlier as sections are completed. Completion of
 

construction of the core systems under Rural Electrification III will
 

take until the end of CY 1978. 

,? 



In summary, we have a major work load ahead of us in implementing 

Rural Electrification I, :U, and III. Fund now available are, we
 

feel, more than adequate to carry the Phillppine program on at an
 

accelerated pace without additional funding needed in FY 1976. 
A need 

to get actual construction tuderway is the first priority. A 'o 

We feel confident that the additional funds provided undcor
 

Rural Electrification III can be absorbed and 
 utilized in a timely
 

basis and within the parameters of PID 57. We do not feel that a(tfollow-on loan in FY 1976 can be jastified based on available analysis 

ncr do we feel conf.ident thal; experience over the next 12 months will
 

ciiange the sitnation jTviterially.
 

2. Pu- ram Eval..iatbil. A scoad concern over proceeding with a Rural 

el--ctrification TV loan in FY 1976 is the still skimpy evaluation data
 

on rural ele.trification experience in Philippinen.the Since no projects 

have yet been ccri],plcted under Rural Electrification I, arid will not 

be for another 12 months, data available is tied t;o experiences with
 

the two pilot coops - MJ)IU,;EC0 and V1-SCO, aned the various systems in
 

partial or full ope-ration as rusult take over
a of of private systems,
 

construction with excess propcrty ond Japancse 
 rejaration commodities. 

These systems do provide a potntially lart:e base of operatin,1 ex-pe'ironce; 

e.g., 27 coops, 160,000 cus1toiac s and approximately 1.0 iililon people 

served. No comprehensive evaluation effort has yet been undertaken although 

P.A is actively working on establishment of such a program as required
 

by covenant in Rural Electrification II. This evaluation program will
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initially draw upon experience in the existing coops as 
a first stage
 

effort.
 

hat Rural Electrification will benefit the 

the lower incomer, portion of those in
rural population, including 

of improved employment 
group, throulh either direct s;ervice or creation 

we corrinit ourselves to a follw-on loan,
opportunities. however, before 

in tart happening in the rural 
we ,should have a better r,-ecord of what Is 

would, feel., pushint, ahead 	without the 
areas. A FY 1976 loar we be 

evaluation dalta ,1,.-;we Shkuld have. 

more connervative 
3. Other donor pa.t i...tipin. A review of even the 

estimates 	of the capital i'eqhiirerents of' the Phil.ippine', rural electri

g'eatcr capital requiremientf that AID 
fication prot-gram indlicate:: a t'ar 

could ever provide, even iC wt! concentrated our re[;ourCcs on this 

Rural
for foreiga exci,,ane finaiclig beyond
activity. Requireji rnts 

the GOP's target for nationwide
III and throughElectrification 


it obviously essential
To mieet this nc-ed is 
coverage is d;1.64 billion. 


ii17'shal1ed for the/rural electri
that a multilateral finan~i.g eff'ort bu 


The leatding candidate here would be the IB}RD which
 
fication program. 

has moved rapidly in the last two years 
to develop a policy of fiancing
 

rural electrification.
 

how to eff"ccti: when
This aspect obviously raises the zu, of and 

USAIh 
an orderly transition to multilateral funding 

of the program. 


believes financir g of $100 million by AD and 
construction of 72 core
 

However,

system. nationwide should precede 	a GOP approach to other donors. 
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some initial IBRD or other donor funding of the progiam, beyond Rural 

Electrifichtion III (possibly with reduced levels of AID assistance as 

a financing mix) is possible and that discussions to this end should 

( be initiated Lhis cominn calcndar year with a target date of FY 1977
 

or FY 1978 for IBRD p:rticipution in jprograi funding.
 

Given the softer terms of AD loans vs. IDRD Daris, the GOP 

obviously will prefer to use our money if it is avaitble, and will 

argue that the pr'eseat subsidizeJ second ate.p term.; to the cooperatives 

require only such concessional externa] cpital. This raises two 

probm.ins: 

(1) The availability of alditionil AID money nay in fact preempt 

GOP discussions with ILPJD and d(!lay the Dannk's eventual entry into the 

program; and 

(2) We feel that conce:.sional external financing is not realitic 

if the program is to expand and the GOP must be prepared to absorb the 

7 interest spread between intfirmediatc tern Bnk fin-ncing aid the sub

sidized relending terms rcqUirec, by th, cocpe'atives if rural electri

fication is to attract the nccessa :y cnpital for continuod program 

expansicn. 

4 . Program Options. Given the limits oof our' funding availabilities, 

fLartlc-r cohmoitments to rural electrificoation mast also te viewcd in 

the context of other potential prograni rcquiren-ents. The hural Electri

fication program in the Philippines a;pears to be going well and nsking 

good use of the approximately $65 million (DL and TC) of AID assistance 

which has been provided so far. We feel that the Rural Electrification
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to be a sound developmt nt programwill prove futherprogram is and 

grat rnage of development needs 
in the Philippines. However, given the 

a 
to ofnovinv on some 

in the Philippines, there is/very strong c .se fo" 

2:nUlation of the 
these other development activit.ies and 	 leave the cjr 

pro,,ran to Filippine and/or
r'ra]. electrificationfinancirz of the 

otner donor source;. 

are rny needs more !lo.ely attuned to 
In the Philippinc, there 

agriculture ruli agricultural suiportive a,-tivitiLe-.. For example, both 

a 
the Worl'I Bank and ATI) have identified 	watr utilizai.n as key 

productivity.increare in aricfllt ucai ]-r duction and
factor in the 

evl in order to 
Thi., requil'eient is cspecially acute at the ]. cal 

1', h.e small farmer.
ola viable irrig;atLon :yt.tmf3develop) ef'ji(iunt 

-rant a isi :ttance in this area 
AID would likc to provido i.orc loan an, 

to iCt PIllippiflesillrigation advi,or 	 tO
asrnedand has already LU 

nj-,'L26 ana/is now unAer consideration 
develop such projectL with the Piiilip

p,;,ra&te of country.jart thoe 
two pilot projects for irrigat ion in 

r ; be ,r.jvct' t' siYviicItity, the:re is 
Assimin3 that these 

in FY 1970 of 
a very good chance cf A[) fiiancir an/irrij 1i,4II p jCet; 

Tn ti,ore trec overal. other possible-id.-n,approxim tely $]0 million, 

-Thouh,1 'Jo c,.:.iderod fr fuding in 
loai projct1.. tnatdevelopment 

i P-1 1975, there is,amad.FY 1976. If suf.licienL firvdi tre 

wln)which is almost ready($5an agricultural research project. 

FY 1976. The 
now and would be a prime carndidate for 	DL .in.in,; in 
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Mission is also discussina with the Filipinos an aquaculture project 

($5 million) which would help to improve aquaculture research and
 

extension and in oroer to improve future production and nutritional
 

consumption. The Philippine Government haz undertaken to increase
 

the supply of potable water to municipalities in the rural areas. AID
 

had provided an early loan for this pxurpose in FY 1974 and there will 

be additional funds3 required (approxiat,;ly $15 to $20 million) 

needed in FY 1976 in order to help t;et up additional water districts
 

in other local areas. The Philippine Govern!;,,.,nt ha.- ag:Lin askd for 

a feasibility study loan 'or which docinr,cnation i now being prepared. 

Again, if additional loan t.,mni are not available in FY 1975, this 

loan would be ready for f iiiancing in F 1-)76. Finally, USAID/Manila 

and the Philippine Govern:iont have been working, together on an inLe:grato,l 

area development program in the Bicol River Basin. Many feasibility 

and engineering studies are now underway and it is expected that some of tI 

will be ready for the developmeint of loan activities in the Bicol area 

by 	FY 1976.
 

As indicated above, the electrification program is progressing 

well and AID can feel quitu satisf.-ed in its support, of this program. 

However, it is questionable that fuLrther AID assistance is needed for the 

• 	 Rural Electrification prograin in view of the amounts that AID has already 

contributed, the availability of othe-r sources for this program, and the 

equally if not more important development needs in other areas as stated
 

above.
 

7 



CONCLUSION
 

In the context of the above we feel AID/S's posture on rural 

electrification should be as follows: 

(i) 	No Rural Eleqcrification Loan for FY 1976 in view of: 

V- (a) Pipeline,
 

>" (b) Need to develop better evaluating data, and
 

(c) Prospect that AID should, in fact, substantially reduce 

and then terminate assistance to rural electrification, 

shift ouLr program focus to other areas, and pass funding 

rf-sponsibiaiiy to other donors. 

(2) AID should encourage MEA to begin discussion with other inter

national donors -,o that they cezn better pinpoint the prospects 

and timing of new dotor participation in the program. 

(3) 	 USAID and NEA should nvlkc evaluation a prime program 

focus in the corning year. 

(4) 	 Other program options should be explored fully in the context 

of the DAP review scheduleil for ncrxt month and projects in 

agreed upon area:i of concentratilon should be pursued vigorously. 

(5) 	 A joint AID/GOP revi: w of the Rural Electrification program 

should be scheduled for the b'pring of 1976 and at that time 

options for continued assistance to rural electrification 

in FY 1977 will be reviewed. 




