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Philippines - Rura~. Electrification III 

SUMMARY AND RECOMMENDATIONS 

1. Borrower-Beneficiary - the Cover-nrnent ,)f the Republic of the Phi).ippines 
(GOP) will be the BOHower. The ~y.ecutin6 Agencies will be (a) the Nation.;,l 
Electrification Admiuistration (NEA) , an autonomous pu1lic corporation created 
for the purpose of developing and implementing a national plan to bring 
~lectri~ service to alL segments of rural Philippines, 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 Ph._Lppines 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 GO? will make the loan available to the NEA or the same Lerms 
as A.I.D. 's loan to the GOP but tne :'oan will be denominated in pesos 
and the maint~nance of value ris~ will be borne by the GOP. 

f\EA will Te.ll!nd the proceeds of the loan to qualifying rural 
electric cooperatives on their standard sub-loan terms: 

(1) for ~istribution cooperatives - 3% intercbt, 30 year rc~ayrnent 
including 5 year grace period on principal and ~nterest. 

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

(3) LOCed Co;,t finarj,::i.ng. The sub-prOjects financed under this 
loan have ~n 2sti~ated local cost equivalent of $16.0 million. All of 
the local costs ~ill be financ~d by the GOP and the loan will be utilized 
for solely foreign exch~nge costs of goods and services. 

3. Backgrour,d 

The propose": loan .is ti1e third in a series of A. LD. loans to the GOP 
for rclendi:1;; throu2;h NEA to individual electric cooperatives. With the 
proposed 10un, .\.I.D. assistance to ~EA will total $58 million in develop~ent 
loan funds and $2.3 million in grant assistance for institutional devalopment. 

Assistance to the GOP ?ower sector dates from A.:L.J. financing c.[ a 
nationwide power survey in 1965 and in addition to the lo.qns ilientified 
above also include two pilot electric cooperative projects funded in 1967 
(with development loans of $3.4 mllion), loan financed feasibility studies 
of $650,000, and a $3.2 million _ '[ 73 loan to the N2tional Power Corporation 
for backbone transmission facilities on the Southern Luzon. 
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A.I.D.'s assistance is being providp.d in the context of a multilateral 
assistance proijrufi1 to the power sector initiated at the consultative group 
meeting in Parit in 1971. Under the ugreed program IBRD, ADB, and other 
bilateral donors have concentrated their lending on the substantial capital 
requirements of central station generation and high voltage tran~misHjon 
requirement~ to build a nation-wide C and T network. A.I.D. has concentrated 
its ass1.stance or. distribution 8ystems within the tural areas and through 
the electric cooperative mechanism. 

Pro~ress uncier previous A.I.~. loans has been satisfactory. The two 
pilot coop's funded in 1967 are comple~~d and in co~nerlcal operation. 
Funds provided under the ~nitlal $20.C millio' package (loans 027 and 028) 
have been committed agains t pl'ocuremem: cont(dcts ane' the coops are in 
various sta~cs of construct~on. FunJb ~[uvlded un~er loan T-034 (june lS74) 
are in an advanced state. of cummittmenr:: - approximately $8.5 million has been 
plated agains t pr,)curement contracts and the balance is expected to be fully 
co~~itteJ by February or March of 1975. 

As of October J1, 1974 the NEA had 27 electric cooperatives in \~rious 
sLi:iges of ener:.;i::ation and operdtion. 153,618 homes were served 0 .... .:..n 
estimated pO,)u13tion of 1,0]1 •. 000. 11any of these operating system.;; c.re coop's 
resulting from takeover and revitalization of unsatisfactory operatir G private 
sys terr,s or sys tcms COllS t ructed utilizing excess equipment and incountry 
available ~aterials. 

4 . .!:.~·OjLl:t r~,:s'~rJ~ion:_ The project consists of the construction of <:tcditional 
POly01 di3Lrl.bution facilities within the framework of ti1c GOP prov,raLi for 
Coitional n,L'll elect.rification. It is anticipated [t,uc tLe Cldl ;,,;; 'dr: ')[ up 
[0 12 new cOu~~~Ltive systems cun be devel0ped us ~ :~s~lt of this lenn. 
Commodities pn)c_!lrcd under tJ--.:i.s loan may 3lso be used co cumple-.. e Dr expand 
ccoperati.vc f.j'::' Lems ini tiated ur! :L'.r earlier 10dl..) ,1':ld/ or consoJldate &nd 
ir.l.i)rUVe frand::~~·<:ci sy.:;te.ns convt2rtl,d to cooper",.:.l.v,-:", 'J.i1d0r the natLor_al rural 
elect.:-ific.a'~ion program. This i)roject will be J continuation und exransion 
0: ::ilC program p:l:-tia:Lly financ..;Q by 10clllS 492-11-027, 492-li-028 und £.92-T-034. 
At tbe (,,1J 0:- th~ ;n"ject it i5 Jnticipdted that 0tJe:-clt1:lt; electric 
coofH:'rdtlve I·,ill number approxiraately 5? J incluiling those iii-,::r,ceo 
under earlier AID loans and those resulting frclli conv~rsion dn~ e~p~n~ion 
01 former private frQnchise syste~~. 

TOt' Pl.'oj<2ct \"il1 alsG jJioviJc for tbe utiliza.:io;, 01 10211 proc . .2eC:s for 
continuation of u.~. technical assi~tance to NEA, the individu~l Q]ectric 
coope-r-atl.v,-,:-; c:.nd private F::'l:.pino en~;i,':t'ers and Co'ltr<lC[Ors. Those services 
will be e~tended t~rou£h continuation of contracts witll (a) Stanley Consultants­
providing enbine~~~ng se~vices and (b) the National Rural Electric Cooperatives 
Associatio:1 (NRECA) providing assistauce in organization Gnd managemcl1t of the 
individual ~lec[ri~ cooperatives. 
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JustIfication 

a. Q2!! - Th~ goal of the project 1s to aesiet the GOP to further the 
welfare q£ the people in the rural reAS of the Philippines by improving 
economic and soc!.! conditions ' thfough. the provicJion of continuous, depends Ie 
and economic electric service on a 8e1f supporting basis • 

h. Pur.pose - The purposes of the project are to (I) further the 1n8titut1~na~ 
development of the rural electric sector by developing and strengthening the 
capability of (.) NEA. (b) the individual electric cooperative assisted by 
the loan, (c) supporting iOst1tutional capacity in the private engineering 
consu~tlng 'hnd contracting firms and (2) assist in tile 8rganizatlon and 
const~~ctlon of approxlmatley, 12 new rural electric cooperatives and partia ly 
assist in thp. 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 attaip.ment of a umber of its development objective.s set forth in 1,ts 
current 4 year plan . Specifically the project will (1) assist the GOP reac~ 
its power sector objectives by extending electric pow~r to a portion Of the 
70% of the Philippine population now in the rural areas and without ele ~~ ric 
service. The exte~sion of such service through electric cooperative supplem~nts 
the larger GOP investment targets of developing a nation .... 1.de system of centrlll 
s tation generati('n and related high voltage transmission facilities currenth 
being ass i s ted by various other donors. (2) Assist the GOP in its over a ll 
program objective of promo ting development in the rural: areas through \ · .e 
promotion of improved agricultura! output and small scale commerical/industr1al 
development in the rural areas. thereby supporting both th~ achievement of 
food self-sufficiency for the Philippines and increased income and employment 
opportunities fur the agricultural aud non agricultural segments of the 
rura l Philippin~s. 

d. Place of A. I .O. Priorities: The projec~ is consistent .... ith A. I.D. ' s 
congressional manda te to assist the poor majority in the developing cQuntries. 
Specifically the pro j ec t falls within the provisions of Section 103 of the 
FAA. (Food Dnd Nutdtion) .... hich includes rural electrifica~ion as an e:tdmple 
of 'the activities congr~ss intends A.I.D. to finance thereunder. 

The project is also consistent with A.I.D. program objectives fo= the 
Philippines set forth in the FY 76 FBS . As set forth in the FBS. AID's program 
in the Philippines focuses on two broad sector categor ies - population and 
lIealth; and foorl, nutrition, and rural development. The rural electrification 
program &upports long-term development in the rural a reas by (8) improvin8 
the standard of living among the nlral population (b) su?porting the development 
and expansion of cooperatives a~a vehicle for development within the rural 
areas and (c) by ?roviding direct service to both the farm and small commercial! 
industrial activities • 

The program is also complemented by related AID pri~ritj projects such 
as rural roads, . small scale pump irrigation, integrated area development programs 
and related programs aimed at increased production d i~roved proces9iDg 
and marketing of agricultural products. 



70% of 
e . Reap-fiel.des. the Philippine popuuce is currently without 

reliable and economical power and the rural areas targeted under the GOP's 
long-term rural electric program also ~nclude 12 of the 15 million ~er8ons 
in the Ph11ippi~a £al11n8 within the lowest 40% income brack t. While the 
proposed program viII only extend service to a portion of the rural population 
1~ 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 to an estimated 12 new 
cooperatives with aver~ge customer connections of 10,000 per coop, approximatell 
120,000 customers or 720,000 direcc ' benef1c1ar1es. Since direct beneficiaries 
include farms, agro-industries and small-scale industries, indirect benefits 
in the f orm of improved and IIIOl'e economic services and increased employment 
opportunity will accrue to portions of t he rural populatiou not direct17 served 
bl t fie electric systems either because they are outside the service ~xea or 
because they are below the threshold income level for connection to the coop 
system. 

Much additional survey and evaluation work needs to be done to bet~er 
demonstrate the detailed impact of electrififation on the rural areas served. 
Programs to assist the GOP in this objective are continuing and will he 
expanded with the implementation of the proposed loan as discussed in the 
text of this projp.ct paper. 

6. Project Costs and FinancilYlArrangements: The $20.0 million AID loa~ 
is being ~de available as line of credit to NEA for the foreign exchange 
costs of necessary commodities and services to deve lop the coop~ . The 
GOP will finance all' (If the local currency requirements . Th b contribution 
i s currently estima ted to be $16 million equivalent. Commi tments and disburse­
ments by year under the loan are ~8timated as follows $1,000 , 000 

L/COM 
Commitments 
Disbursements 

CY 75 
$15 . 0 

f!...l§. 
15 .0 

$10.0 

£L11. 

$10 . 0 

7. Other Sources of Financing: This loan is in partial reRPon}le to the 
U. S. Government ' £ pledge , first made on the occassion of Co ·1tative Croup 
meeting in Paris in April, 1971 to participate in a multilateral effort to 
assis t the GOP effor t by developing i t s elec tric power sec tor. The ! BRD. 
ADB and other dono~s are committed to assist wi~h other aspects of the total 
power program, (i . e ., generation and transmission), and ar e presently w~rking 
with NPC on additioua1 loans to support this sector. 

The Export-Import Bank has advised A.I.D. that it is not in eresced in financing 
this project. 

8. Country Team Viewsl rne Country Team views this project as being a key 
element of ltrSAID/Philippines I current program, eDli'hasizing the GOP I S effort to 
develop the rural/agricultural sector, and accord1ngly recommends early 
authorization of the proposed loan. 

9.1!!>~ See Sect::"on _..:5:-..._ of the paper. 

10. Statutory Criteria: All statutory criteria have been satisfied (See 
Annex 12). 
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11. Recommendat:~ Authorization of \ loan to the Republic of the 
Philippines to finance the foreign exchange costs of goods and services 
for the project as set forth in the draft loan authorization attached as 
Annex 15 is recommended. 

USAID -
CAPITAL ASSISTANCE COMMITTEE MEMBERS 

Chairmc:n 
Loan Officer 
Engineer 
Program Offic~r 
Economist 

Chairruar. 
Loan Ofhcer 
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Attorney 
Desk Office 
Special Consultant 

Richard M. Dangler 
Thom~as E. Johnson 
Harrison L. Baker 
Raymond Cohen 
Rene R. Ruiv:~var 

Alexda~cr R. Love 
LaurdDce W. Bond 
Ray Stokely 
Stephen R. Tisa 
Dennis M. Chandler 
Earl Clark 
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PART II - The Project 

Section loA Bs.ckarqund 

The Philippine Government is in the process of developing a com­
prehelmlve &t ro.tegy for rural development which jt J)]ano t.o pt'Pflcmt 
to the Consultative Group at the CQ Paris meeting acbcdult!d fa!' 
December, 1974. Over the past two Y...ya#s, the total pro!::r!llli for 
Philippine rural development h6S received increasing emphasi~ and 
allocations of government investments as well as contributio~s from 
A.I.D. and other donor agencies. 

The A.I.D. assisted national rural electriflc~ion program is 
an integral component within the Phllippint: Government' s compreh~­
sive strategy for rural development. This is clearl~' articulated 
in the GOPld loan application letter requesting additional A.I.D 
development loan assistance (see Annex 12 ). other components of 
the comprehensive rural development st~ategy include substantially 
increased amounts of funding made avai1~ble for rural credit, Go'Ter n­
ment sponsored integrated productkon programs such as Masagana 99, 
greatly expanded agricultural credit for fertilizer and other input 
needs of rice and corn farmers~ development of local government 
e9.pabilities in plannir'!: and ilIlplementation of infrastructure facil­
ities, n complex of pr dgrams in new irrigation facility development 
and a. key n~¥ program oriented toward small scale industry for yhich 
a $30 million IBRD loan is in the final stages of development. In 
many of tr.ene activities A.I .D. is playing a leading and catalytic 
role. That the comprehensive strategy is working is partially de1on­
strated by the r emarkable recov~ry from the disastrous fl oods of 1972 
and the record achievement in agricultural production achieved i n 
1973-74 ann expected in 1974/1975. 

The long-term favorable impact of the rural el(:ctrification com­
ponent on the economic, social and political development of the rural 
areas will result from (a ) improving the standard of electric se:~ices 
to the rurel population, (b) prov:ding a base for follow-on activities 
in small scale industry, pump irrigation, etc., and (c) supporting the i~ 
development and acceptance ot cooperatives as one vehicle for pr o:lloting 
development tn the provincial areas. 

The plac2 of the rural electrificatio.J program in ~he Government ' s 
national development effort is enunciated in the current Philippine 
Government "Four-Year Development Plar. F'Y 1974-77" as follows: 

1I0ne of the top priority projects of the government is thf: tot.al 
electrification of the whole country . I n the rural are~5, the uim is 
to provide tile power needs essential to increase the productivity in 
both agriculture and industrial activities. This will be done by 
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enhancing tbe benefits of irrigation and farm mech~ization as we]~ 
as by promoting the development of small and medium scale industries 
in the rural sector. ObviO\1Sly, these programmed activities pre­
suppose the availability of economical and continuous electric 'POWer 
in these &teas. L1kew1se~ providing electricity for lighting and 
household appliances will also contribute to raising the welfare of 
the rural population in terms of conveniences and comfort relative 
to socjal devalopment, particularly to education and health. 

IIConseq\·.ently, with the view that, ultimately, rural development 
~ be enhanced by the availability of economical and reliable 

~~ctric power, the present rural electrification program becomes 
asically important t o the new agrarian reform program.. " 

The rural development aims of ~he GOP's Four-Xear Development 
Plan, therefore, may be seen to closely parallel the intent of the 
U.S. Congress 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 are based on extensions of operating profit motivated public 
utilities) in that it is national in scope , is utilizing the cooperativ~ 
as the tne ... ·ehicle for implementation and as in the parallel U. S. 
experience , relies heavily in the earlJ years on extremely concessional 
soft- term lending to establish firmly the cooperatives' finallc i al via­
bility . 

Rural electriftcation has definite social implications as well as 
economic which are also important in the Philippine overB.l.l develop­
mental strategy . For many decades the Philippines was one of those 
areas of the world where the gap bet~een ~he wealthy few and the mul­
titude of thp. poor was highly visible Narrowly 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 
tn.k~n by the Philippine g9vernment to r educe 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 . 
This hopefUlly will mitigate the trend of migration to Manila and other 
urban centers ~~d could conBequently lessen the impact of the squatter 
problem. Of gl'eat importance in the long run is the opportunity through 
successful member-owned electric cooperatives for rural people in low­
income levels to own some portion of tbe economic structure. Accustomed 
to exploitation , thousands of people nov-and millions later - are learn­
ing the Pesponsibilities and enjoying the benefits of shared services 
through local cooperative ownership and control . B,y participating in the 
electric cocperativ" 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 bar;jl"io tolk vill gain same, measure of self-ccnfi~nce 
an~.~eri~nce i'n practical rather than theoretical democracy. The 
effect on the political future may be as @ignlticant as the effect 
on the econ~. 

The NEA lisa ~arlier set short term targets of completi~at 
least one cooperat~ve backbone system in each of the 72 Philippine 
provinces by 1977 and baving 100 cooperative systems operational 
serving 1,400 municipalities by 1980 . More recent prOjec~~ns based 
on actual experience to date, indicate that the practical y~,paclty 
of NE.\ 1s to complete the backbone cooperative systems for each pro­
vince by 198~. The total esttmatftd funding requirements through 1982 
for the Phase I program is $237. million ~~uivalent of which $111 ml1~lon 
represents the foreign exchange requirement. Upon completion of the 
Phase I program (funding.;tbru IT 1977, physical completion FY 1982) f 

USAID believes NEA should he a technically viable and experienced 
institution and tbat the rural elect!'!1'! cooperative movement will ha'ie 
been suffici.ently proven to maintain its ow momentum. thus warranting 
the phase out of the AID technical Ilnd financial assistance. Hm."ever, 
concessional lending on terms simf~ar to AID bilateral loans and/or 
a large measure of direct government subsidy .... ill continue to be 
required if the national goal of total electrification i s to be achieved. 
USAID strongly believes this goal is most likely t o be achieved if A:D 
continues to participate in a multilateral program of development of the 
pover needs in vhlch IBRD , ADB and other donor loans are used :or ex­
pansion of pover generation and transmission systems and AID cont~~ues 
through at le~st FY 1977 to support distr ibution of pover to the rural 
areas and farms via locally ovned and managed cooperatives. If t his 1 

prot~am is effected , it is estimated that loan fUnding by toe IERD, ADB 
and other ~ources for power generation and transmission will tot al 
slightly over $1 Billjon during the Phase I period (1971- 1977) .... hen AID 
will be direc~ing its support for local power dis~ribution vi& cooper­
atives. 

The proposed $20 million loan will le,9.ve a $41 million fore ign 
exchange requirement at current prices to complete the backbone system 
for at least one cooperative in each province to be comple~ed under 
Phase I . The Mission has recommended AID financing of this near term 
requirement in FY 76 and FY 77 . AID/W has taken issue vith this 
approach and has requested USAID consideration of AID phase out of 
assistance following this loan. This viII be addressed further in the 
DAP pr.esentatioll and review . 

The foreign exchange requirement to expand Phase I to meet the 
rapi'dly growing expansion of t heee backbone systems for natiomdde 
coverage, t.he Ph:'.lippine l ong-term goal, will require an estimated 
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additional $1. 6 Billion by 1994. USAID anticipa-:ed that beginning 
in about 1)178 the Philippi; e government will e~.tl1er 1)0 in position 
to meet the.:.e foreign exchr:...lge costs or will turn to the IBHD a.wl 
other international financing for their needs. 

Local cost to Philippine ~omestic revenue to complete Phase I 
will be a collar 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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LB. History 

AID Is as~lstlng witb electrification of the Philippines where 70% 
of the pedple, mostly in rural areas, are presently with ut ele r,i .rvlee. 
Rural electrification 1n the Philippines prior to AID partlcipat on _~s18ted ." prtm4rily of short-line extensions to the country side from a small n ' er 
of municipal and privately owned 8y8t~m8 operating in the larger towns . 

An AID-financed "National Electric Power Industry Survey" in 1965 
recommended the in1t1ation of a program to determine 1f the introduction 
of electricity Into rural aress of the Philippines was a practfcable under­
taking. To develop this program, AID provided funding for a team from the 
National Rural Electric Cooperative Association (NRECA) to develop feasibility 
studies for two pilot rural electric cooperatives. NRECA was chosen for this 
effort because of its extensive backg~ound of electric cooperative experience 
in the United States. 

The NRECA/AID Team surveyed 20 poss ible sites and f1na:1y selected for 
the two pilot project areas, Victorias-Hanap1a-Cadiz , tn Negros Occidental 
(VRESCa) and Mis.<JIiIis Oriental, on Mindanao Island (?1qRESCO) . for prepll.ration 
of full feasibili ty studies. Upon acceptance of the feasibili ty studies in 
June 1968, the Government of the Phili ppines acting through the Electrification 
Administration made loans totaling P6.6 million for construction of MORESCO and 
VREBCD. Two simultaneous AID develoF~ent loans totaling $3.4 million were pro­
vided to finance the foreign exchange costs of engineering se~vices . d~sign 

and construction of the two prototype rural electric cooperatives. At the 
same time AID providc:d an addition8~ $350,000 1.n Feasibility Study loan funds 
for a team of NRECA consultants to generate feasib ility s tudies as the basis 
for a follow-on national program of rural electrification through cooperatives. 

In Fiscal Year 1972, AID authorized two loans and a grant to L'.ssist t he 
Philippines progtam for rnral electrification. Loan 492-H-027. da ted November 
15, 1971 , authorized $600,000 to provide consulting engineering services to 
assist NEA in developing its in-house capabilities for reviewing t he ~ork of 
architectural and engineering (A&E) firms, construct ion work, fe_sibility 
studies and the preparation or procurement, bid packages . The services of 
the U.S. A&E were nlso to be made available to the local A&E firms and to 
the cooperatives as required. 

Loan 492-H-028 , dated May 2, 1972, provided 19.4 million dollars in 
foreign exchange for offshore procurement of materials and hardware, (or ac­
quisition of excess property and to continue t ?e consulting engineer ing serv­
ices beyond the two years funded out of Loan 492-H-027 . 

"., - " 

http:f'4asii.iv
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PRO~ No. 49:-11-220-248, dated April 14, 1972, programmed $2.3 
million to continue the institutional development assistance by NRECA 
through Fiscal Year 1976. This grant assistance is being provided to 
NEA at the natIonal level and to the rural electric cooperatives at the 
loc.:il level. 

Assistance was also provided to NPC for an island wide planning 
study of ~inaanao under Loan 492-H-023 -' (Feasibility Studies) to develop 
a grid sys~em to provide central station generation and transmission of 
power from the low cost hydro electric site at Lr .• \:: - - ... .,,.. to urban centers 
and the major electric cooperative sites slated 0r development on Mindanao. 
Financing of the G and T program developeu by tho study has been und(!rtaken 
by ADB whicr. provided loans of $41 million i:-:. L'n. ADB i" currently pro­
cessing a follo~·on loan for addition~l generation. 

In addition AID Loan 492-H-032 rrovides financing for an expanded 
69 KW transmission network extending through the pl"ovinces of CamarlrleS 
Sur, Albay and Sor80gon in the Bicol Peninsula - thereby extending power 
brought to tIte ilrea by the IERD financed 230 KIN lines and providing a 
base for initiation ~f electric distribution projects within the area. 
This loan compierrents both the loans to :-mA for distribution coope~ and 
the current pla'ming effort at areZl. development in the Bico-,- area financed 
under an AIlJ a~proved grant ;;r'.)i ect in FY 73. 

Tn .June 1974 2. second major development loan was complec2cl (492-T-034) 
adding 018,000,000 [0 finance additional goods and service~ ~ollowin~ the 
same procedures established in the earlier loans. 

C. Progress under previous AID Leans 

The or~ginal rural electrification project funding plan called for 
the constrGctinn of up to 36 rural ele~trj.c cooperative systems. AID 
allocatej a total of $20M in loan £undF ior goods and service plus ;5 ~illion 
in the f urn of technical services and excess propcL":y. T1'e Pililippine 
Governu2nt p~edged the ~alance of the original ~2 million pr0gram from 
Jap.:mese Kep2rations, P', LI 80 gene.rated pesos, and local Cll.crE:ncy troIT. 
national budget revenues. 

As of October i, 1974 $1~.4 milJlon of AID loan funds (492-H-028), 
FY 72) to be iJSL,d for COllUllOdities \,'::13 cont~:dct2Cl dnd [he remaiuins $600,000 
(492-H-027) hdS b8cn u~ed to tUud th2 cun[rac[ wit~ U.S. engineering firm 
Stanley Consultants, Inc. 

Progress under tIle second ;:,ural elect:ifica::ion lo,ln (492-';'-\)14 
FY 74), amouats to a continuatior. and expansio,l 0,: ,·,ctivicies uncer previous 
loans. As 0:: ~':,J'/emh:r 1, 1974 rt~)OUC $8 ,!lillion of t '1-LS $18 }OI loaf'! 'lad heen 
committed !:or procurement .- <. mauC' Or' and <'.['.:ocr " $600,000 had be,,:n E''l.r­
marked to suprort the continudtion . f the services 0; Sta~.ley Consultants for 
another two years. The Dala,·:p nf t;"e ft:.r . .is ;HT;,ild.ble ur.der 4n-T-03,'1 r:Y 74 
will be used to support IFB No. 4 scuec1u1r;d for issuf.nce by Decem:~er IS, 1~74. 

Letters of Credit for the fu:'l ai1l0unt cf :.oan ~·92-:·{34 FY 74 will be iEsued 
before February 1, 1975. 
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NF..A has made an impressive beginning in its quest for nationwide 
electrification. By October 1, 1974, 54 systems had been registered and 
loan agreements totaling 172L~ had been concluded. Over 160,000 co­
operative me~bers are now receiving electric service from 27 coopera­
tives considered to be in an operating status. This is estimated to 
provide electric power directly to over one million people. Further 
details of pr03ram accomplishm~ats arp set forth in Annex 2. 

D. Relationship to Philippine Programs 

1. Power S~ctor Development 

Historically the responsibilit~ for supplying electric servi=e 
in the Philippin~s has bec~ divided among private, Muncipal and Govern­
ment entities. The National Power Corporation (NPC) , a Government cor­
poration, has reen functioning since beforE World War TT and today has 
an extensive generation and transmission system on the islands of Luzon 
and Mindanao. It also operates a few small isolated diesel and hydr.o­
electric systems at several places throughout the islands. NPC sell.s 
power at wholesale co franchise holders and to a few large industrial 
loads. 

Manila Electric Company (!.1ERALCO) is the rJost signil'icant electric 
utility in the Philippines. This privately-financed company operates large 
generation and di8tribution facilities in the Great8r ~anila area, and 
accounts for about tWL-thirds of the Philippine retail sales. Ov~r 500 
small municipal and pri··;ate franchi se holders are o'1erating in the V.1ilip­
pines, but most of these are sup?lyivg less than 24-hour service. l:lectric 
cooperatives, which are just coming into Ihe power scene, make up about 5% 
of the electric utility business. 

Developnent of the Power Sector prlor to 1970 was on a piecemeal 
basis and poorly coordinatEd. In 1970 and 1971 a consultative group headed 
by the Horld Bqnk reached agreement with the Philih1ine Government concerr,­
ing power sector support. The IBRD agreed to fund an orderly program oZ 
generation and trans;nission facilities for NPC in Luzon while thE: A, . .. :', 
Development Bank agreed to support similar facilities in Mindanao. AID 
partio::ipatcd in the plrtr~ by allocating funds fCJr '~hc development of electric 
coopera~ives which would disc.:cibute pO\"e:' furnished from the NPC grid and 
other generatio~ sources to the rural consumers. 

Och'2r lJi.lateral donors are underLc:.;dni:', eJi1 increasin&.; !"oJe In power 
sector devel(\pm~nt - again focusing on [he .:wjor capitol require.nent!l f'Jr 
generation. France recently concluded a sUppl:;".2r I s credit lo.m at ;:.r?LJxi­
mately $20,000,000 to ~PC for 5,000 KW generators. Half of thes~ units will 
support eleccric coops and the balance will be available to private utili­
ties in the secondcry cities. A key aspect of the program is the encourag­
ing appnach by NEA, WC and the private utL::,~.ies to the undertaking of 
joint generating projects. These programs will provide larger and more 
econoffiica1 diesel generation to all parties and they provide the only hope 
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for the provision of economical electrification to the dispersed load 
centers throughout the numerous island groups in the Visayas where con­
struction of backbone grid systems is not currently feasible. 

\Hth the advent of Martial Law in September 1972. the Covernment 
ele.cted to shoulder all responsibilities for future large Rcale genf'rat10n 
and transmission systems including the MERALCO system. Plan!; are now 
underway for NPC to add geothermal power facilities at two locatior;s on 
Luzon and to investigate similar possibilities in Leyte and other areas. 
Hydro-electric facilities are being developed and expanded in Luzon and 
~,indanao. NPC is now in the final stages of plans to place orders fo~ a 
600 MW nuclear unit which is scheduled for ,~,nitial operation in 1984. 
Several small generating plans of up to 5 MW each will continue to he 
added by private operators and by cooperatives until loads are deveioped 
sufficiently to support larger installation. 

Future power supply efforts in the Philippines will be directed 
toward full utilization of hydro-electric and geothermal sources wirh 
NPC being the implementing agency. NPC is now embarking on an extensjve 
program to develop all non-pecroleum fired generation such as hydro, 
geothermal and nuclear, and utilization of domestic coal reserves [oJ.. 
power production. 

Wherever possible, Pi?C will be the rcimary O,.jcl~-'-.,·' of wholesale p(J\ver 
and rural electri;:: cooperative bystcms will be scheduled for compl~tion 
to coincide wi th the completion of the NPC griC! ;~;.c~ ,.1 tl.es. USL' 0 f I'lt'. 

earlier planrt-=J 1000-1500 h'W diesel generators l.Jill be rl'dllCl~d ~.c'u Li."j Len 

to very high prlority areas isolated from other available sources Of power. 

The Most current estimates for the Philippines Power sector are set 
forth:n the :\ov. l, 197Lf IB}~ economic report. Tn2,;e 0sti.m;:}tes cover 
revised GOP inv2~,tll~eill priorities and financial requ i.rements for Lll'= pOlver 
sector and reflect a reevaluation by the GOP of its ?ower rcquir~ments in 
light of rece~c developments within the world ener~y picture. Under [~is 
program the capital investmeL1ts required to follow thr0ugh on developments, 
including hyr.ro, F:eothermal and nu~lear plants, will reach nearly $270 IT. 11ion 
over the lSl74-'197i period. This comprises approximately 4l? of tl12 govern-
ment's infrastl'ucl:ure program Juring this period. . 

The 1974 slxch power 10:1n from the INorld Bank ($61 million) • ..,ill finance 
transmissior. system expansion and the 10C' ~m hydro unit at Pantuoan;;iJ.n Dam in 
Central LUZOll. 
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The REA program tor rural electrification -o¥er th • period com­
' priee lea. than 15% ~f the proposed investments in the power lector. 
Taken in conjunction with exi.ting pla~ t investments in power (which was 
heaVily focused on and major urban sreffs) - tRe electric program will be 
1esl ths 10% of power Bector investment - whereas it 1s targeted toward 
70% of the population. Substantially larger investments in rural electri­
fication wi! ~~~ required in the future l~fhe rural lector 1s to catch 
up th th~ r~pl11y expanding ule and requirements for investment in the 
urban secto • 

As an on of these requirements. USAID and the NEA have pro-
jected the demand for capital in the rural electrification program througt. 
1995 - the NF.A target oate fQr nationwide cov~rage with electric power. 
(Page 10 ). 

While it is doubtful that NEA will be able to sustaip such an expand a 
program, the tasks at hand are obviously err onouB, even on a reduced in­
vestment scale, Some of the key ~spects of such en investment program 
that must receive pr~ority attantion are as follows: 

(1) Development of an expanded-multilateral support for the rural 
electrification phase of the power program if even partial invest­
ment goals al'e to be reached. 

(2) Financial management of the electric coops ~nd rate schedules 
for rural systems must be set with a focus of gene ating t hE' ~r ,i mum 
amount of internally generated funds for system expansion l. lcougo 
capital formation by the coops themselves. If 20% of new capital 
requirements could be generated, internally generated funds could 
provide be~ween $10 and $30 mil lion year - progressively between 
1980 and 1995. 

(3) An ongoing evalua tion of rural electrification institutionalized 
within the GOP itself - must be undertaken to provide GOP planners 
with meaningful data on actual social and economic benefi ts achi eved 
so that allocation of scarce capital between r ural electr i cal, o ther 
parts of the power sector and other priority sector requirements can 
sensibly be undertaken. 

(4) Geog=aphical diopersion of individual operating coops - based 
initially on a low cost IIcore" s ystem with the highest economic 
returns - is essential to provide a basis for t he developluent of 
both the management talent and capit.al resources within the rural 
areas nece&sary to support the program. To the extent that these 
functions are unduely shifted back to the central government, the 
program will increasingly fall short of potenti~l accomplishment·s, 
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(5) The current reliance of the external manufacture and financing 
of commodity requirements (currently 55% of program requlrementR) 
must be reduced as rapidly as possible. Increased tn country 
manufac ture reduces foreign exchange drain, spreadR till' availllh L(' 
external capital, and most importantly provides a substantial market 
for incountry manufacture with a large employment potent1.al r.hroughout 
the country. This concern also extends to the i.mported i".:ountry 
trade offs for manufacture and supply of consumer and industrial 
goods that will develop as a result of increased power availability 
throughout the ~ountry. 
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0.2. Project Eeneficiariee - Incu~e and I~ployment; Relationship to 
Agricul ture and Small Industr,"! 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 increa.se in(;ome a'ld emplc~rrnent opportunities in the 
rural areas hy making ele~tric power available at reasonable rateE; for 
both household amenities and increased product~.on. 

Ircplicit in this goal statement is the fact tha.t the beneficiaries 
of the project will fall into two distinct but not necessarily mutually 
excludve categories (1) those directly benefiting from the project by 
means of direct acceS5 to the electric service introduced into the project 
area and (2) the indirect beneficiaries \'lho will over the longer rlli1 
participate in the increased income and employme~t opportunities that will 
be created in the rural area. It is anticipated that the indirect 
beneficiaries will include a portion of the 101'181" income population who 
may not yet be able to afford ~lect:r;.c service or \'lho do not receive direct 
service because they reside outside the ~nediate service area of the 
electric coop. 

Sir,ce the inception of the rural electrification progrruTJ in the 
Philippines, the goverrunent has made it abundf\ntly clear that t:-Jey '.Iei.'C 

not preparecl to SUI)port rural electrification if th::: benefit::; \LX't: fJssentiaLly 
improv<.:d ::;ervic:cs to the connecte<i customers. The overriding ubjE,(~"tive i:~ 

the utilization of electric l)ower to promote productive entd.p:cisf·OJ vii th 
the attendent (:reation of increased income and employment. 

a. SettinG 

The ~)nilippine economy, as other LDC IS, has been cha:cac'cE-rized 
as a "dual" economy with a rapidly growing modern sector concent: ... :?tec~ 
basicu.lly in the greater r";ill1ila, area and to a lesser '2}:tent in scconciary 
urban areas such .::LS Cebu, ''lith the exception of l"~xtractive industries and 
ce:ctB.in 2[!i.·icultura.l activities such as sugar, [7owth \'lithin "the eConor.;y 
has cent.cr,,:c1 ii1 t.hese areas. In'restments in electr::'c jA)'..:er to date have 
heavily concentrated on service to these areas and th.; l.laj r,:.' j"Cy of' the -~O/ 
of the l'hil~l)ril1e :~opulation serVE;Ct has been wi ttL" trjesc u..~:,cas. ~he 
rer;jainiIlt; 'lO' '\·:"no ace the long-tern target bene:f'i.::':'2.:.'i.f;G of rurul 
electrific~ '~ion :l'eside in the rurr-'::' are;:..s 2 .. :::'.-i. ;":.-';:;'::"1. :;"Lll1ir:i:palj_tie~. 

=t is 'ditLiD tile3e area.::; that the pGve:.'ty probler:; 'liitti.n tbf 
Philippines i s tr~e greateut. 12 of the 15 Lillian ?ilipLn3 .. flO fan 'Iii trlin 
the lower 40" ir.come b:c3.c;,et. reside in the l·J2'o.l area. '2he l~e0t.::rar..hicL.l 
distribution of this populc."tion is set out in the tablC! m page 12a 
extracted froIl the I:3~~ economic report and 'oased on the 19 r(1 house:;"old --­
statistics. A location map of the individual regions is also included on 
page 12b. 
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~egional Population Distribution, Family Income 
and Distribution of the Bottom 40 P~rcent in 1971 

1971 
Population 
(mid-year) 

Distrihution of Botto~ 40% 
Family Income (Pesos) of Families 

Region 

(million) % 
A 

Mean 
B 

No. of 
People 

Median C/~) (Millions) % 
C D 

D/A (%1 

Philippines - Total 37.92 100.0 3736 2454 65.7 15.17 100.0 40.0 

Northern Luzon 

Ilocos 
Ca~ayan Valley 

Central Luz(m 

City of Manila 
Central Luzon 

Southern Luzon 

Southern Tagalo~ 
Bicol 

Visayas 

i~es t~rn Visayas 
Eastern Visayas 

Mindanao 

~d~ ~!inuanao 

SW ~1iIl(;.1nao 

---
3.39 

1.87 
1.52 

6.68 

10.16 

7.12 
3.04 

9.38 

3.86 
5.52 

fl.31 

3.14 
5.17 

8.9 

4.9 
4.0 

17.6 

3.7 
13.9 

26.8 

18.8 
8.0 

24.8 

10.L 
14.6 

21.9 

8.3 
13 .6 

2890 

3299 
2390 

4895 

7785 
4127 

3868 

4332 
2784 

2818 

3206 
2548 

3382 

3062 
3577 

1741 

1813 
1652 

3556 

5202 
3119 

2634 

2960 
1874 

19311 

2332 
1651 

2411 

2186 
2549 

60.2 

55.0 
69.1 

72.7 

66.8 
75.6 

6R.l 

68.3 
67.3 

68.5 

72.7 
64.8 

71.3 

71.4 
71.3 

1.87 

0.98 
0.89 

1.61 

0.10 
1. 51 

3.81 

"2.::> 5 
1. 56 

4.f)8 

1. 50 
3.18 

3.20 

1. 3h 
1. R4 

Source: (a) Po~ulation - by interpolating 1970 Census data. 

--
12. L, 

6.5 
5.9 

10.6 

0.6 
10.0 

25.n 

14.7 
'to.3 

3C ( 

9.9 
21.0 

21.1 

9.(1 
"j 2.1 

55.2 

24.1 

7.1 
2R.6 

37.5 

31. n 
51.3 

49.9 

38.9 
57.6 

3H. ~j 

43.3 
35'(, 

(b) ."1.i.';li~~cS, Tito A. and 1. C. Belarnino, "Some Notes on the 30UT.ces 
of Income Dispari tie£; among Philippines Families ," JOl!rndl of 
PhilJ.ppine Statistice, Vol. 24, No.4, 4th quarter 1973, P xv··xxii. 

(c) Di~tribution of bottom 40 percent 0:- families based or. mission 
calculations using the 1971 household income-expenditure 
survey data. 

/a Includes part of the Greater Manila Area. 
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Annex I ,which shows the current target areas for electric 
coo~s, in~icates the essentially national coverage of the rural electric 
coop program and its focus on the major areas of low income inciQence. 
Pockets of 1~ban concentration such as Davao, Bacolod, Cagayan de Oro, 
Ili,"r/,m City, 110ilo, Ang'31t!~ City, etc., :.:.re excluded from th~ progreJJ 
and electric pow.;r develupment left to the pri Vlite ~lt'e tur. 

From u geographical dispert:iion point of vip.w, the JJI'ugrrun iu 
clearly ol'i<'!nted toward the geog:.caphical areas where the majority of the 
low income population reside. 

The Philippines faces a d.ifficult task in creatin~ sufficic:1t new 
job opportunities for the rapidly increasing population. Given the 
heavily rural concentration uf the population, the largest additions to 
the labor furce ""ill develop in the rural areas. The GOP will eithe:t 
have to create job opportunities ,dthin the rural areas or witness 
continued migration to the u:rban centers as hac occurred increasing::"y 
in the past. The rural ur"ban migration patte::'r. hac alreac:.y :re3l'] k:'.. in 
creation of the largest pool of unemployed are the urban area. 
As indicate,j in thp. 4 YEtar plan - 35E), 000 or 56~/) of the c:36; 0-::'0 
unemployt~d in 1971 were ·tlrbai1 unemployed. Failure to crehtc~ 1~.C,;k:.c' 

rural job oI)portuniti..;., therefore will likely exacerbate tni::; probli"In. 

: Jn1'()l'tunately, I:lgricultlli'e, the la:cgest l'ur0.1 ann :;IJ.t:i.onL! 
employer (19'(0 - 6.Lf n~illion) does not of itself offer a :~olu:,i()f. l,(, 

this lJroblf~Ii;. 7fil' a;:i:cicultural Gl~c:t;()r historically h% bCl'n marlle,) by 
a progressive (~x:rx!.:.'1sion of 3ubsist,;[jce farming :;'nto undel':J~1f,~1()TJe(1 land 
areas thus ·Gdh a·o~or·bing population ado.i ,:-ions =-:'1to agricu2. till'al 
employm~nt ililQ IJroviding increaseCi food procAr,2·~,ion. ~')ometin:e in tile 1960' s 
the limits of lano. extensio:1. 1-lere reached ani T,ne increasl~:~ population \1:;'11 
increasingly be .sur'plus 1:;0 the labor requirements of the farm seC1:,or. 

JB,'Il estj1Tlutes Ll t.heL' l'jl'3 econol1ic report indicate a ne .. labor 
force all'lhion of·;. 9 million people to the labor force through l,he 
perioo. of 1:((0-1000. Ollly 1.0 .r."til:Lion ()f these will be absoY'·ocli into 
agricUltu.ce. 2.4 rr,illion vlill ·oc absorbed by y,~ining, mar;.ufact·xcir,g anci 
services and an estimated 300,000 will be a;:l(,(;G to the uner:11Jioyed. 

Population 
Labor Force 
Employment 

Agriculture 

PopuJ.ation an, ... Slli]JloYi.,ent 
1960, 1970 and 1900 ~ 

Number (millions) Averaw! P.nnllill ';rr,dth 
1960 19'(0 1980 1960-'(0 1(/(0-80 

27.6 3r
( ~~ 50.0 j.O j.O 

':1.9 12.) 16.8 2.7 2.7 
9.3 11.9 15.5 2.5 2.5 
5.7 6.4 7.1 1.2 1.0 

Mining and Manufacturing 1.2 1.5 1.9 2.3 3.0 
Services 2.4 4.0 6.5 5.1 4.8 

Unemployn;ent .0.6 1.0 1.3 5.0 2.7 
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Creating non-agricultural employment opportunities in the rural 
areas is therefore a key objectiv~ of the Philippine government. Rural 
electrifi~ation is a key ingredie~t in the GOP program to create the 
supporting i.lfrastructure to sustain such a program. It is insufficient 
of and by itself, bu~ other supporting programs to facilitate the pro­
ductive use of the power are under development. 

As a footnote to the employment aspect, the ?"ural elp.ctric pro(~ram 
will create a number of direct employment opportunities \!ithin the coops 
themselves Md in the expansion of the activities of the construction 
industry necessary for expansion of the systems. In addition increased 
employment op~ortunities will be creeted by developing markets for 
electrical goods and other materials necessary for the cons+.ruction 
phase and by creating markets for :ncreased consumer and industrial goods 
resulting from the expanded access to electric service. 

c. Income and Agriculture 

The ~ot8ntial impact on increased income from rural electrification 
projects is more far reaching than its direct impact on employment. 
While creating new non-farm employment wiil help the income distribution 
problem, rural electrification will also contribute to increased incomes 
in the farm sector itself - both with respect to farm incomes and agro 
industries" h'hile agricultural does not provide a c::ufficient scolJe for 
new employment generation - it does provide the main opportunity j'or 
increasing rural incomes. This is illustrated by the fact that wh:~le 
agriculture will absorb directly only 25% of the new labor force, it con­
stit".lted in 1970 54% of the labor force and the major portion of the 
population in the lower income brackets. 

Rural electrification will directly support the ~sricultural sector 
in two respects (1) facilitating introduction of new small scale el~ctric 
pumping projF;~-cs and (2) supporting agro industrial development such as 
rice millin6 , drying and storage, food preservation and processing, 
poultry breeding, etc. 

NiCJ\ has actively pursued pump irrigation p,;.~ojects in conjl<":'1ction 
with the Na-cional Irrigation ASf'ociation (NIA), the ?levelopr.le:1"t f.':udemy 
of the Philippines (DAP, and the Provincial Development Assistanct: ?rogram 
(PDAP). '~"ne resulting . BISA Phase I program currentl,y has 
proposed. projects unde::.- development in II provinces, e.g. Ilocos rrort~,1 
Capiz, ?ampanga, Abra, Lanao o,el Sur, Isabela, La TTnion, r:amarin('!.~: Sur, 
Iloilo and Laguna. In toto these projects will cover 22'(9~ hectares and 
serve lLI,856 farm families. P:'ase II will cover 12,900 hectares e.,n(l. 

serve 6,450 farm families. Expansion potential is substantial as 
indicated in the IBRD Ais Sector survey of 1972 with ::85,000 hectares of 
p01iential Pur:lp irrigation nationwide. The two largest blocks of which 
fall in tne lowest income areas of the Eastern Visages and Southern and 
Western Mindanao (approximately 150,000 ha). 

Self-sufficiency of ri~e is estimated to require 300,000 ha of 
newly irrigated land between 1975 and 1980. 

BrSA - Barrio Irrigation Service Association 
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Pump irrigation also provides sUbstantial benefits to tI.e 
electric coop since this constitutes a large load block and one that 
can be served during off-peak periods, thereby improvil~ the coops' 
load factor and thereby generating incremental income Tyithout equivalent 
incremental capital investment .. 

An expanded pilot pump irrigation effort is under review for AID 
financing in Lanac del Su:.rr for possible .FY 76 financing. 

d. Small Scale Induatry Program 

In order to lichieve t:'e income redistribution to aid err,ployment 
generation within the rural areas as set forth in GOP plans, it wiJ-l be 
necessary for t·he GO? to marshall an exprulded program of assistance to 
promr·te regional dispersal of indust.ry and support to small scale 
industries. As ~~ted above electric power is a key ingredient in the 
basic infras'cructure required to support such a progrru'll. 

USAID and a variety of other donors has been working 'Vlith the GOP 
on this problem anc'l the December 74 consultative group will revie'w a 
comprehensive overall analysis by the IBRD and the GOP on Industrial 
Development Problems and. Prospects, ir.cluding coverage of regional 
dispersal ~~d support of small scale industries. 

As noted in this l'eport there are 332, 000 workers ir, indust.cial 
establishments with 20 or more Horll:ers. 156,000 of these "lurker:.: a:c(~ 
employed in thc~ g .. : cater Manila area and another 100, 000 ir, 0 ther {Ja.n:..:.; of 
Luzon. Only 76,000 are located. in the Visayas and J.~indanao. 

Sign:i.ficant.ly nearly one million workers or '!lil, of' the ma.1u:fucturing 
labor forc~ is engaged in establishments of under 5 persons. statistics 
on this group arc 'Lot totally reliable, but the IBRfj estimates that there 
is reason!iols regiOYlal dist)'i.u'ltion of the small inaustry groupin,;. 

These factors cleurly indicate the st::."bstantial potential :""0r 
employment genej:Ci.tion thrOug~i promotion of small scale industries in 
general ar,el the iesireaaility of geographical (3-i.spersion of larger 
establishment;:; wh::":h Hill create opportunities i'or small sca.le ma;,ufacture 
geared to subcontracting and service of the larger industries. 

:0a.sed on the '.·lOr}:.: nO'.l COri(9J..8t-=d on this progrrun, thE:: IBT<') is now 
finalizinl.'; a ·.30 ,;t::"L..ion loan to~he GOP to :;:,rOI.lote regional dispersion 
and supporl:. "Co 2j:~aL.. scal8 inclu3trie3. One component of this loan is a 
~2. 5 lilil.:!..ion E:ul.l-allocation of funds to support e:t::;,Jansion of the co­
operatiVe hBlldicraft and cottage industries proGram devclopea by lJi..:A l.ll1(ler 
its :;Jower us", proi-;ram. The current status of this program is more fully 
discussed in Section 2F I3RD support of this program within tvlO years 
of its initiation is a real credit to NEA's efforts to date. 
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A se~ond major aspect of the IBRD/COP effort is a regional 
development program based on small inaustry promotion in the Northern 
Mindanao ar~a. This program will focus on the provinees of Bukidnon, 
Ianao del Sur and Misamis Oriental. NF....A 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 "?hilippine population. 100,000 people live in 
th~ urban center of r:aga;y-an de Oro and Iliga. The ma;jority of the 
balance live in rural areas where electric service, if it i3 provided., 
will need to be supplied by electric coops. The program is under the 
direction of the Board of Investments and will focus on ugro-bttsecl and labor 
intensive sn:aJ.l industries. Thus W......A's early cooj) efforts are ab.'eady 
complementing the COP's overall effort to disperse the benefits of its 
economic development program. 

Based -::>n results in the l~orthe:cn ild.naanao area - th(; GG? '.'fill . 
extend the ~rogram to other selecteu areas. 

Summary 

ThE: major thrust of the rural electrification program in the eyes 
of the COP continues to be that of a necessa..""J component of a lO:L1.g 
overc'Lue j)rog:cam to C':ceate increased employment opportunities in the 
heretofore nCGlecteci rural a1'eas of the Fr.ilippines. rne GOP recognizes 
both the role that availability of electric; power can play in IJrOT.1oting 
i.fnp:toved agr~_cultural yield through irrigation, relateci e~<:p;_Lnsion of 
agro-industrietl development and most iInportantly in the creation (jf 
nC!l-acric'J.ltUl'al job opportW1ities necessary for aesorption of thf! 
exce~·.s laDor force that will be generated in the rura.l areas in the 
near future. ';'he program will, we hope, help amel'~oriate rurF.l.l urban 
migration with ite enormous problems. 

In tnl.s context, and in consideration o:::~ tne promlslng progress 
in lal..L.'1chiI'l['; related programs in small scale industries, the ?roje~t 
Committee believes tee prograrn is on track an':' will oVer the long run 
assist in improving the \'lell-being of the poor T:;ajority of the 
population consistent ivith AID's congressional mandate. 
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E. PhilippJ.ne l':conomic Performance and Jeb t Servicp CaIJaci 1,y 

With a maj 01' economic stab; liza tion program ini ilu Ir~d in J"eb "WHY 

1970, \ ... hic~ inclucied devalua tion of the peso, ~he 30i) pos iLion improvp.d 
cc.r;siJerably and a small surplus was realized in 1970 and 1971. 'r'hP. 
capi tal accoun ~, however, continued (-.0 be under pressure due ! 0 heavy 
repayment of short and medium-term debt. Pel'formance in 1972, while not 
all favorable, resulted 1.1 an overall BOP surplus of ~i94 million. 
Developments ciuring 1973 Here unprecedented. GNP groVith is officially 
estirr.a~ed at 10 percen:" compared to 4.1 percent in 1972. '11e BO? surplus 
amounted : ° $671 million due mainly to large trade surplus which in turn 
was a result primarily vf unprecedentedly high export priceI';. r,;erchandise 
exports are 70 percent higher than in 1972. Investment growth acceleratec. 
in 1973 ref:ecting increased business confidence and the salutary effects 
of investment incentives. Inve8tment growth was also facilitated by 
greatly improveci ciomestic savings efforts. In 1973, however, the economy 
had to cope with a major inflation whicfl wC!'c:ened during the second half 
of the year and rea~hed an annua: rate of 40't '~"his Ivas caused by excess 
liquiciity, Clomc.,tic food shortages and imported inflation • 

. :rmlt:'1prospects in 19,{4 dn,:! beyond Cire sclbstantially Ie,;::. ('!"timistic 
in Vi<~H 01' th(.:! aoril;>1:. reversal of the terms of trade by miu-l()'{4. j t is 
estima(.dl that the terl;ls of t,rcwe ' .. lill decline 9.bout 231, in 1973 U,,[ 1974 
to a level that wevailed in 1972. 

Grc;Hh :<.)rosp,~cts fcC' tL.e; PhiliplJ:'ne econ'Jmy are corresponr~ingly 
diminisheQ anu estimateci GN? growth for 1974 is 7';(,. 

':'ht: (;("j? ~lCJ.S -caken arivantac;c of t.he rec(;[/.:. export boo" Lo ilD)rOVe 
its external. (kbt structure. :2:,dernal ciebt service to e;'~)Gr-c receil)ts has 
been reduc;ed tc 1 ~.cf in 1974. 'rhis improvement is a 'delco;:.e change from 
the 27~ ratio in 1071. 

}:o',.;ever the reversal or' the terl:1 of trade are es-cimated te., r(::s.llt 
i!l a trar~e cle:r'ici'c of :~680 ,::illion in 1975. Civen this (J":t.erioration in 
the r:xternal "ectol') the CO? · .. !ill TCc'c,uire capitill im~lo'ds of ::2.')i; ~·-:.lli()n 
in lS'?'5 e.nd F'76 L' the goverL' .. ent I ,; growth t8T2:ets .. "-!.',~ not tn be r,: .uccc1. 
Direct ir;vest;.;.'nt,::;, t.Ta.C.C fina'-,:,c::, aD:: meCl:L'JT;, c,l1Q lc,:,'~-ter"n IG;m:3 \·till 
a.CCOilrlt ~';:~' rd~ch vL' ti.1i.s :-.::~.:.uire~,:!nt - 'timlever, Ct Tt-:'SOurCe r;ap of; l(~O 
millie·n L e3timat.,"!d in 1974 and:L~lO dll:l"L in l(q). In the eV(~:lt 
this ~ap L; not filler'. by external ;o::rii'-1Y:. an. l0t~...;-,e:cr~1 credit S()UI'cec 

the GO.? 'dill eith-er r~ave to resort tc. snOl'T.-t02rr:: corrovling or reduce 
growth targets. resort to short-tern borrmJirlG '"ouli reduce net 
reserves to ne81~gible levels by 1976. 

Anne:·~ 9 provides a more detaileci economic ~-·lIlll1iary. 
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SECTION 2- Project AnalYsis 

A. Borrower and Implementinsfsencies 

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 currencl and other resources as may 
be required to ensble the National Electrification Administration to implement 
the electrification program on a timely basis. 

b. The GOP will ahsorb any "maintenance of foreign exchange value" 
risks in behalf of NEA and the rural electric cooperatives. 

The GOP plans 
as the AID loan. 

provide the loan proceeds to NEA on the same terms 

2. National E)ectrificat ion Administratdon 

The implement ing agency for the overall project will be the Natio~l 
Electrification A4mini'tration (NEA) which was established in 1969 under the 
provisions of R.A. 6038 and reorganized and expanded December 1. 1973 in 
accordance with Presidential Decree No. 269 dated August 6; 1973. 

The power~ of NEA are vested in a Board of Administrators headed by 
Mr. Ramon Ravanzo who is a l so General 'Manager of the National Power Corporation. 
Other members of the Board are General Ceferino Carreon, who heads several 
agencies related to the communication industry, Jaime Laya, Deputy Director 
of the National Economic and Development Authority, and Dean Alfredo Juinio, 
Administrator of t ~le National Irrigation Administration. 

The Adminis trator of NEA. Col. Pedro G. Dumol has headed the agency 
since July 19"70. 'rhe Administrator is assisted by three Deputies who in 
turn s upervi se seven direc torates cover1n~ all NEA functions . See NEA ' s current "' , organization chart page l8a As of November 1974 NEA had 400 employees. 
As NEA's program has progressed. Agency competence has developed mos t rapidly 
in functional areas where program demands have been the greatest. Competence 
in the areas of training, cooperative formation , and feasibility s tudies 
developed early. Engineering competence both within NEA and within the related 
l ocal consulting fi r ms has a l so now advanced to a high level of competence 
along with related experience in materials procurement. 

Material handling and warehousing are now a prime area of focus and 
recent progress haa been excellent with the assistance of o~tside consultants. 

Contracting, construction management. finance and evaluation ar$ '8t1l1 
areas of deficiency and consulting assistance will fo~us increasingly on 
these areas as the program progresses and as these functional 8pecialtie~ 
become program cOllstraints. To address these areas of concern, AID has 
provided. or is programm n~, sp'ecific technical assistance over and above 
the ongoing assistance being provided by the long term consultants - Stanly 

and NRECA. 
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~o 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 accomplisn~a 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 luan and to assist 
NEA expand participation of the private sector. 

A financial ana:yslst form the NESA Bureau is now on TOY in Manila 
to un~ertake 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 undertake.n in insure that actual operating results from existing 
coops are systematlcally fed back into the feasibility studies; thereby allowing 
periodic revision and updating nt 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 prop,lem. The head of this unit was brought to 
the U.S. this Lall as a participant and spent two weeks with key offictals 
at the World bank who have been undertaking a two year evaluation of ruyal 
electrification projects in preparation of a major IBRD entry inLo this field 
as an active d.~or. The World Bank has offered Lo 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';, :..nstitutional 
progress since the first AID loan has been remarkable. Deficiencies still 
exist out will be handled through the continued provislon of consulting 
assistance during the project implementation. 

The annual balance sheet for NEA and explanatory information daten 
June 30, 1974 and attached hereto as Ar.llex 4 shows total assets of $296 n.illion 
have been paid in the form of capital ~cock and capital surplus. Subscribed 
but uppaid capital stock as of June 30, 1974 is $860 million of which $482 
million represents peso proceeds appropriated from general revenue or oLherwi8e 
provideQ for and to be paid in against stock subscriptions over the nexL three 
years. This is sufficient to m~et the requirements of the on-going project8, 
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 KEA's 
operations at the present tim~ 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 NEAla existence, cppital 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 suppljing electric service on an area coverage basis. 
Most of the electric coops are registered under the provisions of Chapt~r II 
of P.D. 269, although some coops 'are conversions of systems established under 
earlier acts. 

Each coop has full corporate po~ers required to operate as an elEctric 
utility and may generate, transmit and distribute electric power co 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 
use through relending of NEA peso proceeds. Uses to date have been concen­
trated o~ house wiring loans for low-income families and line extensions and 
related costs for electric pump irrigation projec~s. 

The rural el~ctric coops are required to pay standard wholesale rates 
for power acqui~eci from the NPC grid system. However, the coops have exemption 
from taxes, duties, and fees levied by the GOP or its instrumenta~ities, 
including incomE :a:(, franchise taxes, import duties, etc. 

The develo:=>ment of the co[)peratives I rnanagemhlt c2;",lbilities i::; s ~lLL 
in an early stage. NEA provides ongoing training seminars in various fields 
of system operations to strengthen cooperative management. NRECA advi:;;ors 
assist th2 coo?e!."atives with their operatint; proolems and provide .:o.:Jd li&'lson 
between the cooperatives and NEA in Manila during these early stab"';'::' of 
project development. 

While NEA accounting records are satisfactory, the electric cooperatives 
(other than MORESCO, VRESCO and the take-over coops) -- are in the ini::ial stages 
of setting up bookkeeping procedures and accounting bystems. NEA auditing 
acts as a ch~ck on how ~he cooperatives handle their budgeting and finances. 
This procedure is ddequate as a transitional practi~e. 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 electr.ic 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 a need to strengthen the cooperative management while, at the same time, 
giving NEA headquarter~ 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. Proj ec t }<' inE'l1c ial Aspects 

1. Project Capital Costs 

FeasiLility stUdies for NEAls expanded coop program have now 
been completed for over 70 individual systems. nesign standards for 
these syste~s are well established and based on ~odification 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 stageL'mdertaking. A description 
of ~~'s staged approach is set forth in Annex 8 ----'---

.A.s ~f}:'A.. has gained experience in coop design - standtlrdizl;!l 
material take-effs and cost estimates have been developed and computt,:r-, 
ized. '=ne cost estimates for this loan are based on the estimated 01' 
typical distribution coop, e.g.: 

Costs of r::ypical Electric Cooperative 
based on recent FX procurement costs 
and local contract costs - 9/1/74 

Material of type being procured 
under 1]. S. 108'0. 

Poles and r,r08S~ITDS 

Construction labor 

:!eadquarters facHities (no power plant) 

Enginel'r i)ervices 

Substation 

Coop overhead during construction 

Contingencies 

. . 

*Virtually 100'10 foreign exchange. All other COGts 
are 10ca1 currency. 

. . 

. . 
$ 1, 250,000*-

151,000 

152,000 

?/:-'7,000 

7~, O(JO 

180,000 1 

27,000 

2CO.000 , 

$ 2, 400,000 

The proposeci levelopment loan of $20 million, less some additional 
funding of u.s. consultants, would permit construction of the equivalent 
of about 12 ad.ditional electric cooperatives. It is estimateci that the 
GOP, through NF~, must provide ~~out $14 million in direet 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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The financial plan for construction for 12 cooperatives plus 
U.S. engineering services would become (1 6.7 = $1): 

Tn Millions 

Local Cost ]o'or ),'X 'luLfil 

GOP Capital appropriation r 107 * 16 

u.s. Development Loan $ 20 20 

':'OTAL COST $ 36 

It should be pointed out, hmlever, that corr..Jnodi ties procured under the 
loan '.-Jill partially be utilized to expand or complete coop systems 
initiated under earlier loans as well as to consolidate and iroprvve 
franchised systems converted to rural electric coops under the national 
rural electrification pl'og::am. Hencl!!, the proposed loan is essentially 
a line of credit to support the national electrification program. 

2. Project Financial Analysis 

General 

In co~side:cing the financial aspects of the j.:-.aiviauu.l CO()l~::; 

it may be helpful to first 3Ulllmarize the characteristi:::::: of' .cural electric 
systems. Studies have been completeci. by the IBHB c..nel. ot:.,~r.s on the 
general characteristic" of ::.:ural electric system" 8.!".G these systerr.s do 
not vary substantially' fran country to country. 

Financial management considerations do of course vc..:ry substantially 
between incle:::.')cndent rural electric utilities such as the ~)roposed coops 
and extensions 0f rural electric service by central l)o\'le~ ~uthori ties. 
The latter is the predominent pattern of rural electrificdion in the 
developing world. 

ural. cL:ctric systems are characterized by ~-.iC;h ini tiL:" (~3 '~tiil 

costs combin,-;::1 vii th low c::msumption per consumer an] low loan i'a;:;·ccr.c; in the 
early yecu·s. ;lebt service requirements are corresT,orl,·~i!lfJ;iy hic:h &3 U 

percentage of annual costs and the initial revenue:::.; a.re lOYI. ;-:O;Tif>8.1'itive 
data from the IK~ stu.dies in Latin America illustl'atc this point. 

Consumption: ~Wh/consumer/year 

Load ~'ac tur 

Investment in distribution/consumer 

Mean per capita incomes 

Average cost - cents/KWh 

Average pr~.ce - cents/K'Nh 

3,000 

$100 

$300 

3 
4 

IBRD - Issues in Rural Electrification - 1974 

600 

25';( initially 
40% latf>r years 

$250 

·tlOO 

6 to d initia~ 
aftc.;.· 10 years 

4 



Because of these characteristics, subsidies are generally necessary 
in the e !;J.y years of the project life. Contrary to common misconception, 
however, subsidies of .TUral electric systems seldam apply to electric 
rates. Rural electric rate structures are normally as high as urban 
rates andarequently are 5~ or more higher. Further upward adjustments 
in rates will not solve the financial problems in early years iiue to the 
prevailing ::"ow consumption and poor load factor. Beyond. a point elevated 
rates are self-defeating and subsidies of other natures are required. 

In the case of the Philippine coops, subsidies are confined t o low 
interest long-term loans and relief from various import duties and 
domestic taxes. Wholesale power rates from ~e JIj-re are at tb jPI'evailing 
level and retail rates are equal to or in excess of rates in ~lie maj,or 
urban areas. 

In rural electric programs throughout the world undertaken by­
national power companies, the subsidy is often masked by internal fund 
transfers . For example, a typical 9QI:t" 101, urban/rural investment 
split in electric facilities would require only a l~ overall rate 
increase to the urban consumers to tully subsidize the rural programs. 
Capital is thus extracted from the urban sector and transferred within 
the power company to subsidize the rural sector without the n~ed to 
resort to the central Government budge mechanism. Th~ real financial 
subsidy is nevertheless the same as required for isolated ruraJ electric 
systems . 

Once the initial investment in rural electric systems is made , 
financial prospects improve markedly over time. Conswner density .. ends 
to increase, individual consumption levels rise and t he load factor 
improves. The load, factor frequently doubles i n 10 years 1Jhereby 
doubling revenues at little additional cost. Equally important is the fact 
that ~ginal costs for extension of the systems and connection of new 
customers drop markedly. In IBRD studies in Latin America, for example, 
marginal cost per consumer are $100 as compared with initial costs of 
$250. (These levels are both low at today's prices. ) 

'I'ne following table illustrates a 15 year pattern for a run .1 
electric project in Ethiopa: 

Distribution Network Costs 

1st year 7th year 15th year 

Demand KW 100 425 1,120 

Capacity of Network KW 150 1,150 1,500 

Investment $ 33,000 88,000 100,.000 

Investment per KW $/KW 330 207 90 

Given the financial profile of rurcl electric systems, calculation 
of financial internal. rates of return alone will seldom provide sufficient 
justification for the project. Calculation of economic returns are 
therefore necessary. rus is discussed in Section C below and. Annex 5 
and provides a substanti~ improved picture of the electric Byst . ,-=---

http:p~wer:ezth.es
http:areas.ia
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particularly when taken in cODJunction with non-quantiflal:le benefits 
and social considerations. 

Philippine Experiences 

Analysis that bas been undertaken to date :on operation of the 
Philippine electric coops indicate that the Philippine picture 1s 
consistent with the general model of rural electric systems. Annex 4 
provides detailed analysis of the financial aspects of the 110008 N'o:;:r"te=-.-­
cooperative and compar~tlve data on the pilot coops ~t MORESCO and 
VRESCO. The financial internal rate of, return t or Ilacos is calculated 
@ 9.5'/,. RecaJ.oulated returns on MORESCO are 7.5'/, and VRESCO are 4.5%. 
The return on 11000s 1s considered favorable for a rural electric system 
and compare with the annual return on invested capital of 9.5~ be1og 
realized by National Power Corporation. MORESCO's return could be 
1lbprove by raising its rate levels which are currently too low. '1RESCO, 
however J already has a high rate level, tmd the low returns characterize 
the fact th~t this system is a diesel generating coop subject t o higher 
capital cost per consumer (due to the supplemental investment requ:~rements 
for diesel units) and most importantly due t o the recent fuel price 
increases wh~ch have been passed directly t o the coop. 

Given the inherent problems with self-generating coops , and the 
recent fuel crises , NEA bas radically reduced its planned investment in 
self-gener ating systems and now has a pr ogram heavily ori ented to distribu­
tion coops such as I locos Norte and MORESCO. In addition, reduction of 
the program t o the "core system" concept will improve the return t o t hese 
systems while r educing capital costs and spreading the available r esources 
mor e economically throughout the Philippines . I llustrative of t hiR aspect 
is MORESCO ' S estimat e that the last 40$ of plant investment generated 
only lO-15(~ in ~:tncrementa1 revenue j thereby reducing the overall f inancial 
return by one-third . 

other Operating Systems 

NEA now has cooperati-{es in various stages of operation. Some of 
these systems are only partially energized and oper ati ng statements do 
not yet tprovide meaningful data . A number of these systems do, however) 
have a substantial customer l oad in that they are conversions of former 
small private utilities. 

Based on a review of these coops we have selected three of the 
exi sting coops on which there is the longest and mo~t ccmplete operating 
history. These three coops are South Bataan, 1st Bulacan and Sout~ Nueva 
Ecija. A brief analysis of this data for these three coops is presented 
below in Table 1. On the basis of approximately one year' s operations 
Wld.er NEA, a f&.vorable trend is seen to hava been established. Sys'tems 
lOBS (unaccounted for power) bas been decreased by an average of 53% 
while two of the three coops studied showed increases in n.et pr ofi t margin. 
~Dst importantly, these three systems showed an average increase in· the 
number of connections of same 2~ while at the same time showing tI. net 
increase in KWH sold of l~. This apparent anomaly points to the fact 
that most of the new customers gained were those lower income f8Iirl.ly groups 
who are intended t.o be the pr1me beneficiaries of this and previous AID 
aupport to NEA. 
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DM:A A/O 8/74) 

KWH Net 
KM Line Sol.d System Margin 

Connections Energized (000) Loss (%) (7 080) 

So. Bataan (ll mos.) 
Change + 798 +124 

# i 
- 18 +94 

i change + J.6~ + 62i + 95~ +5~ 

1st Bulacan (1~ mos . ) 
Change +2774 + 26 +102 - 32

il - 54 
~ change + 25~ + 15~ + 17i + 55 - 491% 

So. Nueva Ecija (8 mos.) 
Change +2336 + 3 + 30 - 3 +12 
~ change + 24~ + 1% + 4~ +91> + 401, 

TOTAL Aug. <f, Change + 22% + 26% +101, + 53% + 361. 

It should be noted that the large net loas suffered 1n May by Bulacan is 
believed due to wide fluctuations in the cost of purchased power caused 
by the r.ffi: energy surcharge which in turn reflects the extent to which 
power supplied is purchased from oil fired plants . Previ~UB monthly 
data for Bulacan shows an alternating trend between profitable and unprofit­
able operations which on an average basia will likely result in a marg1na.l.1y 
positive net margin for this coop by the end of the calendar year, 

In the! case of these coops NEA sponsored conversion to coo:9 systems 
has resulted in SUbstantial impr-ovement in system operation, and p.U'tlal 
system expansion from internaJ.ly generated funds, while maintaining a 
positive ~rat1ng procedure . 

NoW that NEA bas gained approximately a year's experience i n ad­
ministering the coops taken aver in 1974, and in light of the data suppUed 
t o AID from which the abave analysis i s drawn, USAID is planning t o work 
with NEA toward developing a more complete and systematic financial r eport­
ing and analysis system as an impraved management tool for forward planning. 
USAID is currently undertaking an indeRth ana.lysis of the following aspec t s 
of NEA's present .operations in order to assist in the development of an 
improved financial management system.: 

1 . Analysis of present reporting standards and requirements from the coops . 

2. Analysis of ~he manner in which NEA reviews and uses financial and 
statistical data received from coops, particularly in the preparation and 
revision of feaa1bility studies. 

I . 

• 



3. Analysis of NEA I S 

on an individual bas 
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esent rate policy with regard to its aPPlication 
to its constituent coops. 

4. An analysis at he best method of inauring NEA I S rate policy require­
ments adequateJ¥ I,l"'ovide for the f1Dancial. viability of individual coops 
andc:especlally leir ability to earn enough to cover debt service to NEA 
and accrue ~ re ~rve for future e~8ll81on. 

These and other questions will be addressed and conclusions and recommenda­
tions drawn in order to permit such improvements (where required) to be 
initiated 'In conjunction with the implementation of this and prior loans. 

c. Project Economic Analysis 

GiVen the- normally low financial return to electrical cooperatives, 
calculation of economic returns becomes critical to both program justifica­
tion and project selection. Addressing this aspect is difficult as 
electric power investments wouldwlde have traditionally been supporte 
primarily by financial a.na.lysis. Even ill the case of the substantial and 
successful. U.S. rurlil electric program no supporting economic analysis , 
was undertaken either in advance or after the fact. 

In considering economic returns on rural electric projects careful 
attention was paid to recent IBRD survey work undertaken on exis~ing rural 
electric projects in the LDC's. This extensive effort by the bank of t he 
IBRD focuseu on an indepth analysis ot experience in Latin America . ~ne 
bank study concludes that, in general, economic ~naly~is of rural electric 
systems 6Xe substantially more favorable than a simple financial analysis 
would indicate. Surplus benefits from farms, agro-industries and COImllerce 
add suostantially t o benefits and shadow pricing in many countries favor 
the projects . 

once these surplus benefits are developed, the projects achieve a 
sUbstantially higher degree of respectability. Even here, however, it 
should be not~d that Bame of the benefits cannot be accuratelY quantified 
- These include both economic and 50ci81 aspects includi ng surplUE uenefits 
tq househol Q, social considerations of concentrating on rural poverty, 
institutional benefits such as promoting l ocal cooperatives and more active 
participation in the development procesR by the local population. 

~ illustra~e the economi~ ret~~n in the Phil~ppine context - ~ 
economic analysis was undertaken indeptb for the Ilooos Norte coop ~lth 
basic system design focused or the H core system" 8P-Jroach. Loc6.1 economic 
conditions in :;:looos Norte province are less favod,ble economi cally tl".an 
t::~averBf(e prevailing conditions throughout t he Philippines. The medium 
f l\\Y income withlo the region 10 1971 was t 1813 ($260) versus a 
natitru.l median of f 2454 ($350) . 52 . 4% of the families in the region are 
also ~ the l owest 40% income bracket natioDwide. 

Detailed analysis of this coop shows an economic internal rate of 
return at 20 . 32~ and an economic cost benefit ratio of 1.29 utilizing an 
opportunity cost of capital of 15i. Indications of economic return are 
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thus favorabJ.e and the proposed investments in these systems appears to 
be justified in the context of overall GO~ investment priorities and 
when compared with alternative inveetment opportunities. 

Selection criteria and supporting feasibility studies will here­
after require calculation at both discounted financial and economic 
returns as a condition of qualification for AID financing. This will be 
in addition to the existing practice of calculating 10 year pro forma 
financial statement. Annex 5 provides a detailed description and 
calculations on the Ilocos Norte Coop. 

D. Impact on u.S. Balance of Payments 

The impact of this loan on the U. S. balance of p~ents should. ce 
favorable. Goods and services financed by the loan will be obtained from 
AID Geographic Code 941 (U.S. and lower income eountries). About ninety 
percent of previous loan fund expenditures were for procurement from U.S. 
firms with the balance su~plied from Taiwan and India. It is expected 
that essentially the same situation will preva:'.l under the proposed loan. 

Technical standards developed under earlier loans have been based 
essentially on U.S. design and equipment standards. The prop02eJ )rogram 
should therefore provide a good basis for future U.S. exports J~o ~~k~ 

Philippines to support the sl).bstantial program expansion in rural 
electrification currently contemplated by the ":O:? For 1977 -chrough 1991~ 
rural electrEication investment :::oequirements D2'e estimated at ,~;l.6 billion. 
Given the current 55°/:) import percentage, conunodity export potentia~. to 
the Philippines would account for :~880 million over this period. Even 
assuming a shift to greater incountry manufacture, the potential market 
for U.S. exports is great. 

E. Project Technical Analysis 

'The individual subprojects financed under this loan are relatively 
·~complicated rural electric Qistribution systems. Correspo~dingly there 
are no cO;.1ple:( technical aspects of design or construc tion that wal'rant 
particular attention from an engineering design viewpoint. 1\8 notec., 
designs standcu'ds for rural elec~ic systems have been established under 
earlie!' loans -,lith the assistance of U. S. consulting engineers. These 
standards are based on those developed by the U.s. 1ural Electrification 
Administration oVer the last 30 to 40 years and have "he en modified, Vlhen 
required, to meet local conditions. 

Computerization of material costs and quantities has been completed 
so individual subproject.'requirements can readily be developed when .basic 
system des:i.gn ll8.s been completed. 

The mpjor technical aspects of the program that require clo:.:c review 
is essentially an institutional development problem related to continued 
upgrading of the tec~~ical capabilities for design, construction supervision 
and construction within NEA. The four local engineering firms, loce.l 
contractors and the coops themselves a key aspec~ of this problem has been 
the major focus since the first loan on developing the capabilities of 
four local ABE firms ('ITans Asia, EDCOP, r;(:.CD, and Adrian Wilson) two of' 
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whan are U.S. firms baaed in the Ph! .i1neB but operatins throughout 
, .... ~t 

Asia. Works of these tUms 1s assisted and reviewed by Stanley 
Consultants, one of the two largest and most experienced rural elec 1e 
design firms in the llnited states. 

. Progress to date J and particularly in the development of skills 
of NEA and the Ph11ipp1D.e A&E firma on engineering matters cont1.nu.ea to 
improve with tqe technical help of stanley Consultants, assiBted 8S 

appropriate on management matters by the NRECA advisors. 

(0-) ME· Work. Of'fice eIl!!ineeriIl!! by local A&E firms and the 
NEA starf continues to be a bright spot as designs and specifications far 
additional coopel'atives are prepared. The lack of. tully qualified field 
staking and 1:.lspection personnel is still a problem, however, and 
special efforts are be1ne made by StaiUey ConsUltants through the four 
Philippine A&E firms to upgrade and expand this capability. Four 
inspection/training sessions were held in attober, 1974 and were 
enthusiastica.l.1y received. Mr. Earl Clark, formerly with Am/w, took part 
in all these sessions and was err immeasurable assistance. Field sessions 
were held at Ilocos Norte (Trans Asia), Leyte (EOCOP), Capiz (neeD) and 
Lanao Sur (Adrian Wilson). Representatives at all four A&E firms attended 
each field session along with representatives of NRECA and NEA . USAID 
~so was repres&nted. A wrap-up s~sslon held in Vanila on October 30, 
1974 reviewed the findings at the field sessions and recommendations for 
improvement of this very important phase of the program were adopted. 
Annex 7 sumna:dzes this training input. 

(2) Construction. Prior to the arrival of material anrl tlulprnent 
being procured \Ulder AID Loan 492-H-028, there was little opr,ort\Ul\\t y to 
ful.ly assess the Philippine construction capability in the filal d of:' trans­
mission line construction. During this period NEA , by purchasing materials 
in the Philippines and from India, and oy usina; excess property una 
Japanese Reparations commodities, did provide sufficient materiel to fully 
support construction contractors on five electrification projects. Hork 
on these projects has been satisfactory and provide a historical measure 
of the ability of the Philippine construction industrY to respond to '.;he 
future construction program. 

A graph showing the expect ed construction program for all rural 
electric coope:oat.ive distribution systems, including tee ones to be 
financed \Ulder the proposed loan is shown in Annex 6 Tnis construc~ 
tion program is based on the scheduled arrival of materj,al under the AID 
Loans 492-H- 028, 492-T-031; "1'ld fUture loans. 
Annex 6 indicates tli'a""t"- the largest number of systems 
~der construction by contract at any one time will be 21. 
current ~onstru~tion work and a list of constr~~tion firms 
perform the required work as well as additional firms most 
selected are also included in Annex 6. . 

that will be 
The atntua of 

qualified to 
likely to' be 

(3) Coop Role. The individual. electric coop~ do not \Uldert~e 
engineering design. The local A&E firlli utilized on each subproject is 
under contract t,.J th the coop and responsible for design and construction 
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supervision. As owner of the system, the local cocp does have a key role 
in review and acceptance of all design and construction completed. In 
this aspect they are also assisted by the NRECA advisor assigned to the coop. 

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

• some proble..'l1s with this aspect of the program. To remedy this problem Al'/]t; 
responsibilities will ne extended to clearly cover assistance to the coops 
for construction beyond the core system. Corrective measures are therefore 
underway and ilO major problems are anticipated in project implementation. 
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F. Project Beneficiarie~ 

As discussed in 3ection I. D. the rural electrification program 
will benefit bo\h those segments of the population directly connected to 
the coops and indirectly those benefiting from agro-industry, irrigation and 
small scale industries. With completion of the 12 additional coops pro­
gl'amrned under this third loan, a total of -52 electric coops ~vil1 be 
completed at least through the "core" system stage. Estimates on service 
through the initial 36 coops financed under previous AID loans, Japanese 
reparatio:t;ls and ,I through take-over systens indicates customer 
co~ections as follows: 

1, 

1-
2. 
J. 
4. 
5. 
6. 
7. 
8. 
~. 

10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21, 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 
3l. 
32. 

Date 

Dec. 1974 
June 1975 
June 1976 
Potential 

House Connections 

1(\0,600 
291,900 
404,500 
978,000 

Population Served 

1. 08 million 
1.75 milliorl 
2.64 million 
5.7/j million 

Geobrnphical dicpersion of the house connection as of October 
1974 is as f ~")llows: 

--. 
'l'o. ... n~ 1100 se Cc..nn(:;Cf.for.S---

Coop(;r.1t.i'';c :Covered:J::nCllli~uJ ·Last ni.·[A:lrt 'This HqAJrt :'i'ot.;,l to clat.2 

UJIJ::.sCD J.O 10 6,618 60 £)J678 
VPJ::.SCO 5 c· 11, GJO 55 1l~C8S oJ .. 
Ilocos Nm-te 10 U 2,319 2,319 
Lcyt0 15 n 9,28(, 787 lO,O73 
Sur il] dO Sur 5 1 648 202 850 
La Union 5 S 1,308 153 1,461 
C3.piz 10 ,. 

.J :!,2f.l 98 2,359 
AbrLi 9 1,355 65 1, '120 
l..ilrIOo· Sur 17 Ii 1, TIU 2U3 1,981 
AlJ::.uy 12 C 3,894 152 4,046 
UI t.:,r.UUClr,L:S ~-

:J J 1,744 1, '/4 4 
fur irll i U(jLiI2 C; 1 619 G19 
Wll..H il12S Sur 11 1 355 3~5 

1·.::ui11~u{IC).1 .. 11 1 J lU,~lO 170 1e,3!lO 
nulc.:.c~ln 5 

,. 
oj 14,O<-J " 14,047 

I.a<JUfl.:i 11 11 11,508 11,5C8 
fuWun 6 5 5,734 55 5,78S1 
caviLc 5 .- 17 ,332 17 ,332 oJ 

Dc;ngu.:::t 8 4 12,455 12,4:)5 
So. Nuc:vz.t Eeij<l fj IJ 1L,lG2 12,162 
110..:0:':; Sur 23 6 3,755 115 3,U70 
Z.::unIX)~u '':lcl City 1 1 8,147 8,147 
hi. Siill....u .. 1 945 15 %0 
Oc:e. i'U.nC:oro 4 1 938 93£J 
Ak1w. 10 1 1,659 1,659 
Sorsc..Jol1 13 1 596 : 596 
l1i.r..don:., Or. 0 1 ::1130 388 
Su.P,.1.rlg Pd1ay 1,1387 -r,H87 
Parae 1 1 .1,630 1,630 
San Jose City 1 1 2,164 2,164. 
lllhmC) 1 1 560 ~C;O 

6 Mexican Bas. 755 755 

'I'ota1 ~40 119 -158,_687 1,92': 160,Cl-1 
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The additional 12 coops financed under this loan are not yet 
finally selected. However, on the a .... erage these systems will Gerve '(,000 
to 7,500 customers per system by the ',;hird year. ApproximuteJy ()O,OOO 
customers or 5(J.0,000 people. The uven.ge population within ellch franchloe 
area is 100, 000 or 1. 2 million people in the 12 coop areas. 

1he two key factors affecti~ 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 indir.ated in the projections for the initial 36 cooperatives 
shown above . June 1976 connection will constitute 2.64 I::.2.1lic:: out of 
5.78 million connections or slightly under 46'10. We do not lmcM hm·, many 
of the unconnected customers await service acce.ss and hOH many ',rill fail 
to connect due to 101'1 income status. Moreover percentage connection by 
1976 will vary amongst the individual coops. NEA e~timates that ~n the 
large conv...:rsion coops on Luzon, connections will reach 85 to 90r1. 1Vithin 
the next few years. But these systems are oj/i.e . .' and the income levels 
in the area!> high by rural Philippine standards. 

A key indicator as yet unknmll1 in the P~1ilippincG i;; the 2.ctuul 
"thresholi:." level of connection~ e.g. the income lcv'.~2. Lit ' .. Inich ~Jf:!oJ)l!~ 
elect to connect if service is avail Rhl 0 csti.:·.:~.te;:; the thre[;hola 
household incoY.le at approximately $350. * IBRD tudies in Ilc.tin Ancrica 
indicate the level around 4;500. These figure:s combined. Wl t::l .. , .. '.A I;:. 
estimate of u:) tc 90,/) potential connection in COo~) areas "!mud c:onfirm the 
indication that the "core" systeru s..pproach of necessity :'i:cst Serye3 the 
more densely POPul1::.;';Ul areas where .::wera;,~e ::.:-cco:;;\~ :1..;:; Ligher. elVer the 
long run - inc:reaseu costs of eJ-..""tending systel:'.s i:·.o;o the less ,J.en~.cly 

populated aJ:·,~a may be as mu~h of a constraint. to direct service Cl.c income 
status. Fowc.vey.' both factors go hand in hand 8.n(~.:.h~re L::; no fe.~ .:.ole 
way of sta.r-tinr; on the low end of the spectr1.Ul1. 

As discussed in the section on evaluation, tnis aspect 'd.:::.rr-ants 
and Hill receive particular attention as the ne'd systems COl".l(; into 
operation on a commercial scale. 

'~.esid.ential Conswners 

'l'h~ pattern of household conswnption .in rural hm;ll3s Q)pears ~imllar 
in the ?hililjpines tCI patterns that have <.:volved in Latin .Arneric:a. lEP,u 
analysis in L.A. zlo\vs housetold consumption of power as a pcrcent8{~(; of 
incOl1le ane. by use of pOl'ler as follows. 

* Based on survey data of three MORESCO municipalities. 

Municipalities 

A1ubijid 
E1 Salvador 
Languindingan 

Low Income 

Pesos 200 
Pesos 200 
Pesos 14Vj 

.!:!.!gh I n~ 

Pesos 1,500 per month 
?esos 1,20~ per month 
Pesos 1,0VjVj per month 
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Relation between Household Income and Expend1,t.ure on Electric! toy; 

COSTS : u~ 
Conneo- Appl1-

ADDl1ance tion 2L. ances 

~t8 (L) 13 2 

L+ Iron (I) 18 1S 

L~I+Retrig.(R) 18 270 

L+I+'rV 18 240 

L+I+R+'l'V 18 600 

'J/ SoUl"081 El Salvadol' Study. 

ZI Inoludes housmring. 

Elee-
tr1cit;r: 

6 

8 

22 

10 

40 

F5IIlily 
Annu.ll income 
Tot.al ~t. ~llean~ 

9 430 

1S S50 
81 8)0' 

62 1,000 

160 2,JJO 

J/ Using 20% B.''lnui ty on oonneotions and appliances. 

Per Annual 
oapita cost + 
family family 
income income 

72 2% 

90 2% 

l.4O 10% !!/ 

20S 6% 

320 7% it/ -

hi Ratrigerator Bale~ oftGn used to augment family income by unascertainable 
araounta; family inccae 18 probably underestimated. . 

Statistics on correlation bet';'leen family incol.le nnn. cost of povler 
utilized have not lJeen generated <" i'~J'\. Indicatiotl of utilization in the 
home hOHeVl:~r are similar as indicated. by statistics :i:':com the J.'ORESCO coop 
as of 12/73: 

ItCln 

Connections 
Lights 
Electric iron::; 
Phonographs 
Refrigerator/freezer 

N"umbe:c 

5,e95 
5,895 

743 
413 
583 

< of Connections 

100 
100 
12. 'j'/, 

7'7, 
9.9'/', 

The pattern of consumption therefore appears similar. Lightine is the first 
and most extensive home use, electric irons are the next priority use, then 
food preservation and finally home entertainment. 
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Agricult1ll'e Agro Industry, Wld Small Scale Industry 

While small farmer will also be residential consumer of the 
coops, the main productive use of electricity c1ll'rently programmed 
for farmer benefit is sma:! electric Vump irrigation. The following 
table indicates programs c1ll'rently in the development phase by NEA: 

Status of alSA Pru]raJu (Pl1as0 J) 

Nu. l Jf l;'.:U IIIL:!.n; AH~a CoVclOO 

. ---- ........ 

h .. :tua1 
Coop Covcrc-<1 in Has. Area. .Se.rve..i 

l. Ilocos Norte 1,:?Sl 1,102 50 
2. La LJnjon 1,'353 2,490 440 
3. capiz 3,070 5,380 US 
4. AbrC). 1,096 1,835 
5, lano.o Sur 690 1,032 112 
6, Iloilo. 1,316 1,729 
7. cam. Sur/All::lay 1,300 . 2,680 
8. lsal:eli:l 1,770 2,S88 100 
9. Pampanga 2,27G 2,:5(;2 176 

10. Laguna 634 725 
11. cavite 100 270 ---

Tota 1 14,856 "22,793 993 

~ 

Pha!le II 

. , 
l. Antique 1,000 2,000 
2. ca<jayun 1,UUu 2,000 
3. Davao Norte 7~0 1,500 
4. Leyt.e 9'-" ... u 1,900 
5. Mimoro Dec. :,ou 1,000 
6. Pangasinan 1,250 2,500 
7. C,\J.ezc.iD 50!) 1,000 
8. Sorscqon 50u 1,000 

rr 0 t a 1 --~.!')-q-- ---- 12 900 --------
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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, 19r(!I. 
so the program is still in its early stages. An expanded pilot 
program in the Lanao del Sur area is under c~nsideration for AID 
finaI'.cing in IT 76 if funds ,'Ire available. 

Small Industry 

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

Location 

1. Albay 
2. Pampanga 
3. La Union 
4. Bulacan 
5. Capiz 
6. Aklan 
7. Laguna 
8. Nueva Ecija 

9. Alba;y 
10. Lanau Del Sur 
11. Alba;y 
12. Ilocos Sur 

Products 

Fibercraft 
Bamboo craft 
Woodcraft 
Embroidiery 
Garments 
Fibercraft 
Embroidery garments 
Bamboocraft 
Rataan ('raft 
Vioocl.en furniture 
j.'ieto.l craft 
I>1etal craft 
Tobacco curing 

Partial operation 
II 

II 

II 

II 

II 

under development 

i'otential 
Employment 

300 
212 
219 
179 
300 

The Fcopm,ed IBED $30 million loan for disl")ersion of industry and 
small scaJ_c ::'ndustry develo::;nent 'IIil1 provide $2.5 million to the GO:? for 
support and expansion of this program. 

J:'he above programs are those directly initiat(:;Q by T<t"A' s ])O\'/er 
use division. l"!umerous other applic.J.tions are expected to <ievelo}) 
spontaneously or \'lith the assistance of the GOP's new thrust at sr.1Q.l: 
scale industry anci. agro-industry program. 

Data is not curr~nt~v available on these applications. 
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Pro ect Environmental Aa ecta 

- 'It.e project, rural. electrification project limited to the 
construction of e 7ctrlcal distribution networks and house connections , 
with no large pow~r plants bas limited potential for significant adverso 
envirlJnmental cff~t8. 1t.e few excess diesel generatoro to b(~ installed 
with AID assistance arc not sufficient to :naterlo.l..ly atfcc t the r.nvlrorlJllcllt. 
The pot ential for these effect 1s addressed below. 

Short-term effects are essentially those effects imposed on the 
environment during the construction stages of the pr oject. Since co~struc­
tion activities will be limited to the installation of poles and wire in 
rural areas, no significant adverse impact is anticipated other than removal 
of trees on the 1~-20 foot distribution line easements. Existing physical 
land charact erist ics and f oliage will be little disturbed and there will be 
little chance ot aftecting native ecological By8t~B. 

To the rural homeowners, the project will ~ring electric power tor 
better lighting and for permitting use ot appliances such as r efrigerat ors, 
irons, washing machines, etc., all of which will con ibute t o a better 
quality of life for the rural people. Refrigerators, in particular, pro· 
viding cold storage to prevent spoilage ot food as well as providine fly­
free stor age of food, will assist gr eatly in protecting the h~alth of rural 
peoples. 

Part of the economic justification of the project i:;; the pokntiul 
for stimulation of i ndustries and for pumped irrigation . 

'The industry to be generated is expect1d to be cottage- type individu· 
allY small in si~e and r elatively widely dispersed with litt le potential for 
adverse pollution of air, land or water. The larger energy consuming and 
polluting type of industries have located and will continue t o locate in 
areas where there is a large source of cheap hydro· power . Electric rates 
in the rural electrification zones under this l oan will not be attractive 
t o the larger power-consuming industries. 

The pumpe1- irrigation projects ' that might come into being as u r esult 
of this rural electrification do have environmental implications ~hat should 
be addressed. However, since the environmental impact from these future 
irrigation projects is so si t e· specific, each such project s:lould be 
investigated for environmental impact at that point 1:1 fut\U'e timl! .. /hen th(; 
individual pI-oject is pll;UlI1ed. 

Nattonal res )Ul'ces irreversibly committed during the iDplementatior. of 
the project are ~imited t o lands in rural areas that will ~erve as a right· 
of-way of di~tribution lines. The land area thus committed will consist 
of long, narrow strips of land that could be actuallY exploited for agricul­
tural purposes between poles. 

Annex 11 includes the full environmental - discussio~. 

http:b.el~.ow,'.fi
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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 playa key role in the 
professional community of both the public and private sector. 

In the cas£ of the Rural Electrification program women have assumed 
an active role in ~oth NEA and the Coops. At NM' B 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 .. !Omen play an active role as members of the Board of 
Directors of many coops, ane one acting Coop General Manager is a woman. 
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 pr&ctices of NEA and the 
Coops, it is apparent that women are provided aCCLS5 to profession~l 
employment at all levels of the Rural Electrih.cation prograrr, based GU ... 2rit 
and their professional qualification. 

The project Cor.lnlittee does not believe any particular coaditions need be 
applied to this loan to enhance the role of women in the program. 



- 37 -

Section 3 - Project Implementation 

A. Implementation Plan 

1. su~ 

As in the case of the earlier Rural Electrification Loans primary 
responsibili ty for implementation of this loan will rest with NEA, drawing 
upon the technical assistance 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 stmlQard bill of materials. 
Conunodities received will either be warehoucecl in the J'!!B.l1ila area or at, 
coop site warehouses as appropriate. NEA ~s rapidly gaini:~ exper~ence in 
the administration of a large and detailed procurement progrru:i under the 
a.ble guidance of n. materials/warehouse sIJe:cialist frw! staJ'~ey Cvn:;ultants. 
The availability of large quantities of material and equipment r~qlired 
to construct the systems of tne electric cooperativef now permits ~apid 
completion of systems once a constr\lction contract is signed. 

2. ProcU2'eY:1c:mt 

COIllYllodi ties to be Ill,'oc'u.red under this lOBl1 are e~sentiall..v the 
same as procured 1:Ilder lJreviou[; loans. Standard UL 
documents have been develo:;Jed and refined as Olu".lirl£; e.:pcrh,;-:ce ',.;a:; c3ainea. 
The standal'G.ization of <iesi[sn.s for cooperative u,meci syster.s at the 1').2 
and 69 KV levds has pel'mi tteu l,-FA complete flexibility in aujuc;tini:: 1uanti ty 
orders to fit the needs of the system once it i:3 clcsicnecl. 

Warehou:.;e and s'(;ul'ur,e fa2i1i ties ~~ ::;cill!l~y ; oint n',,:.u.' ;,;wllll.l \'lhich 
have been in U~,,~ since 1~Y(1 have beeD [l,Ui~l'li::r"Gt~d 'cy thrL~(:: i·:W.'';Llou,se:3 in tb·~ 
Port Area in ·:w;.ila. i,ursu;:..nt '(;0 5f;;i'0ement 'tlith : .. u.tionw.. ,'u.'i':r COl'yo:cation, 
the property owners, "ill".. aSB~.:;ted by stanley, nm: operate.:.: tlwsc ,'·J.mila 
war~hu:.tse units as a rec,.;:i virJt.~ I:UlG. [r<.lns-sh:i..)::.,;.1:" DO j n t. (~;)mJ1lnrl it i "S 

arriving fro:n ovel'seas are ch(o;ckeci, coded anG. ""s3:;'..:n<2~ their next ,l(~:::;tina­

tion. >:os ~ u';: til'':; incoLli;'<~ stud;: e02::'; dircc.:tly to ;:;1,;ora.:,'-' fG.,~~_li tl.c~::; '.Ih::'ch 
have been cor.s t.i'ucted at the .:::oo)a'ative ht:0.iqua:'tcl';:; ::;i'c(';J. ' .. '[.er 3 th(~ 

incoming itelr.J arlC. .. lOt ye'c r'"lluh'L,;;' at the con;~tl~~ction :ci'ce) 'C:I:;Y UIe 

consigned to t:he Sangley hol~ling m:ea u.'1til reCJui:cc .... on )C~-:l: I,roj·3ct. 

,"t ti-:c; Dl'Escnt thL OV21' 75 3itc~ :::W0 o,;(,;n :;e.lcctc,j an., 31 
cooperatives are o!"gclnizE ci \';~1ic~ is more ·char. b-:.ougn to a.beorb the l;laterial 
and equipment to 'oe :Dcocu:..'ed ',Ii tr. the :Droc(.(:<~;,;; of prc:;viclls loans as ',Ieli as 
the propose:: 10a;,1. ~::.e L",ctUj.~ coo~)(:;J:iitives 'co be cO!1[;tructec: 'tlill 'De 

selected frorn the lLt O:i. < ... oGj?2ra~i ve::; in the Electrification Group mo.rked, 
"( - Eligible for AD lOBll 492-'1'-034 and. ?Y 1'((5 proposed loe.r;," ShOW11 in 
Annex 2. As indicated in the annex, feasi"c::"iity studies Bl1,;' (~..:sign work 
for this group has been 1..li1der-CcLten by the Philippine N.':": firrJj.J. 

AID review and approv'll of coop selection es~;:ntially ;,.;ill follow 
the procedureE. adopted for loan 492-T-034. Certificl.ltion by ;;i.'A an,i 
stanley Consultants will continue to be required bef'-~, any I J.~;. fUrlC1r.:ri 
material and eqlupment is delivered to a cooperative 10~ its 8YBt~~. 

4. Planning procedures for cooperative ipplementation 
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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 ailininistrative staffing was 
carried on ~y NEA on behalf of the cooperatives. With continued develop­
ment occurri~ at the cooperative level, NEA has determined that the 
cooperatives are nOvl in a position to prepare their own work plans which 
will govern their future ievelopment. 

The work plan scheme was introduced on August 19, 1<)74 when the 
first group of seven cooperatives met at NEA headquarters and were 
instructed by ;\lEA and the consultants on haN the Vfor~<: 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 participatin,,?;. A 
similar program was held on September 2-3 in Cebu where 16 cooperatives 
from the Visayas and Mindanao were in attend~1ce. A total of 36 coopera­
tivGS participated. in these sessions, including all those that are in 
operation or ~e about to embark on their first construction phase. Select 
members of the NEA's stsff, representing the A&E Division, Construction and 
Accounting, worked with the cooperatives as they prepared the first drafts 
of their plana. 

J.'he sessions 1'I81'e eEtl:.usillstically :ccceived MIl IJroduceJ some 
excellent coopel'ative-p:ceIJared plans for system del'elopment ~~Dd st&.ff' 
e:t.."})ansion. The prepared i):!..anc have been :cc:viewed by ];:8ll., COtll:;ents on 
staffing propoBal.:; have 'oeen completed, and. rr..:.terial Me. cc,Y.::'!Jment re~ 
'luired to m.eLt the sy.stem construction objectives of' thc;::t:: .;':"u.n.s r..8.S been 
allocated. 

(it;:·,::.' coo:,:,cL',:ttivf.;:3" in u.dd.ition tc t:1e 36 C()')J·)_'J:·,n,_._v:~; i.r. theBe 
first plannir.:,<.:; ;~",sGiom;; wil~ be inclu(~ed to fu.ture pltUlniY!(!, session,:;. 

rj1.1if;';':f.;:ccise reJ:):!:.'<I:!sen".;s a ::;l.s.jor shi:.:'t in cFlDi-.nsi:::; Clt fE',.!\. T'ne 
initial gro'~:' nf' coopel'atives is r.ow consj.dered. su:fficiel~.t-J r~l8.ture to 
begin to e:;{ei'cisc: Good judgriient [mel ~i}.:A 1:3 :c'o3t~:.:iD.£:: 'C~l~~ --:j'W1ge. ~."'J,- ,-!ill 
continue to Y"onitor 8.11 Ilctivitie.::; incluCiing the e::1gil1ee:r:'~w;, const:cuction, 
fin~x.c;iQ.l Well p(orSOll.!181 mC;.Jl8..;6C:::~lent o.c'i:.:'~\·i .. -:UoS of the CGol)ccati.ves, :y._:~'. '11:;'11 
becolUe ILCJ:ce of a :ccviel'lel' than Cl d02r in ac"..;ual coopel'Cltive L:,ple:r.eatT:i'~D 
as timE: goes on. '{,.lC o:nly areii which rT:'.:A '\>:i.11 be :.':':;1',; or :!.i;SS to'tally 
involve.i for n ~c,:nger period of ti~.,l: "(·,iV. l)e i:l }}rGc-u..~':;!Dent, ex,~ert for 
poles and. crossarms ,'dhic:£l t!.t:: cooperati v.:~s h,X"t~ already UJ.'1liertaken. 

Construction i::; iCtovir.g: :,:'ol"'l,rard at an :lcc\O;:ptable "ace 'Gut -,.,ill 
bear close scrutiny to aSSlll"2 compliance with i:FA establiioJled :::tanll8"J.L. 
The loan will lJermit the ec:.1uva.Lent of up to 12 ccoperativea to be 
constructed -;-lhich :~n :~tl.le:'..1' sl:.ould be no partic-uJ..ar burden for the 
construction co.pabili ty of the !'hilippines. h'hat f.mst be "at.::r.ed care­
fully is the country's abIlity to supply constrnction and N:.,~'~ fi~l(i ex­
pertise to carryon const:cuction work on 21 sy;:;tens at a:ny (:[It: time as 
indicated in Aanex 6. ?JEA, assisted by Star2<!- is s'ce;Jl,in(: UI' it3 
training of A&E field personnel in order ~o r;leet -chic [4 ~;I.' cr.u.llerlG8. 
Construction of backbone facilities will be by comyeti'l,ive award to 
local contractorfJ. In some isolated locations construction r~ be <lone 
by force account or the Philippines ArmY Engineers, if contTactors are 
not available. Construction of I'1..·.cilhl.es for this pi1ase is relatively 
unsophisticated and availability of contractors is not considered to be 
a problem. 

http:ost-a.in
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Philippine wood poles are being used exclusively for the needs of 
all the cooperatives. N!A 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 suppl1ez's. 
for pole supply and, in,some instances, cooperatives have obtained timher1~ 
lic .. nses for selective cutting for~pole procurement only. In these cases 
tbl; ~oo'Peruti ves arrange for hauling to and from treatment plants. Poles 
ara now being processed at the rate of about 3,000 per month. 

The construction will normally consist of a step-down substa~ion 
(69KV-13.2/7.6), three-phase lines, and a limited amount of single-phase 
lines. The con.struction 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 fo~ completion of a system Ueing constructed by 
contract. 

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 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 "List 
of Contractors" showing the contractors pre qualified by JI.'EA as well b.S 

contractors considered qualified and/or active in the electrification pro­
gram by the four A&E firms in the rural electrification program. The 
list also identifies those firms interviewed by Mr. Clark. Mr. F.e. 
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 ele~trification 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 an 
adequate number of interested contractors to permit implementation of,' 
the major portion of the ~ackbone rural electrification projects by contract 
rather than by force account. 

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

---'---

Construction of secondary and service lines w:.ll be accom~-:;lisherl 
by force account by cooperative personnel. This J:rocudure was followed on 
one of the AID-financed pilot projects and reSulted in satisfactory con­
struction. Theamount of work involved can be performed by the cooperatives 
regular staff and completed in a timely manner to penni t orderly energizing 
of the sys tems • 
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_____ 6_.__ Pipeline Analysis and Implementation Schedules. 

With approval of Rural Electrification, III AID will have committed 
$58 million toward partial funding of NEA's Phase I program. While 
implementation procedures for NEA and AID actions leading-up to dis­
bursement of funds are now well developed, a substantial lead time was 
required to reach this stage - particularly as it related to implementation 
of AID's first Loan - 028. 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 p~oject 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. For example October deliveries of 
commodities was $2.8 million or 14% of the loan. 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 ship~ents 
of conductor and distribution transfcrmers due 3/1/76 and 6/1/76 respectively. 
These dates are contract delivery 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 ~ provide a more detailed schedule of fund disbursements and 
commodity shipmeut schedules. 

[t should be noted that after shipment of commodities. and disbursement 
of AID's Loan, an additional average p~riod of 12 months will be required 
for coop construction. This period will vary by coop and is more clearly 
set out in Annex 6 attachment 1 - Construction Schedule. 
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B. Implementation Schedule 

1. Loan Authorization 

2. Loan agreement negotiated and signed 

3. Conditions precedent to opening firlt 
Letter of Commitment met 

4. Evaluation Plan due AID/W 

5. approval first bid package 

6. First procurement award 

7. First delivery of materials 

8. Begin construction utilizing Rural 
Electrification III commodities 

9. CCJI!1pletion util:l.zation R.E. IU-commodities 
for core system construction. 

C. Evaluation 
1. Technical 

December 3.1, 1974 

January 15, 1974 

MArch 15, 197'J 

April 15, 1975 

March 1975 

August 1975 

March 1976 

June 1976 

June 1978 

As discu8;ed earlier in the text, an evaluation of coop con~truction 
was comp'reted in September and October by an AID consultant, Earl Clark. 
This review covered actual field vi8it~ to coop construction completed 
to date and the performance relat~J the~eto 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 1.nsure improved construction and supervision thereof. 

No major design deficiencies have been noted to date. Design 
aspects are n'.onitored on a continuing basis by Stanley Consultants who 
reviews all technic~l work by the local A&E firms on behalf of NEA and 
also directly aseist. NEA in its engineering. 

A follow-on evaluation - again by Mr. Clark is tentatively 
schedcled for spring 1974. Periodic reviews thereafter will be undertaken 
as r.equired. Xr. 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 managlng partner in this own design firm - specializing in 
design of rural electric systems and construction supervision. 

2. :o'inancial 

Operating financial data from individual c~ops is just now 
being developed as takeover and new coops are beginning to serve a sub­
stantial population load. USAID has therefore decided it is timely to 
undertake a comprehensive review of NEA financial reporting and monitorinp, 
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 und 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, Mr. 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, ann rate policy as it relates 
both to coop'performance and generation of cap_tal for financing system 
expansion and/or to supple.ent NEA capital availab1litie •• 

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

Based on the above review, a follow-on program will be recommeUded 
for further reyiew 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 experience a 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 iapact of rural electrification projects, 

The objective of Mr. Bulatau's orientatton 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 80 that evaluation can 
be institutionalized with NEA itself. Such a plan is required as a covenant 
under Loan 034. 

We d~ 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 evaluat10n 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 G 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 para 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 tog 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 ~~ 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 

Nl.uATI VE SUMHARY 

Program or Srctor Goal: The Broader 
Objective to Which This Project Con­
tributes: 

The goal of the project 1s to f1lrther 
the welfare of the people 1n tbe rural 
area_ and to increase inc{1l11oe and employ­
ment opportunities particularly among the 
lover 50% income group 1n the rilral areas. 
This goal 1s among the highe6~ priorities 
of the Government of the PhlJ. ... "pincs And 
USAID. 

rrolect Purpost:: 

To make electr!c power available in selected 
rural areas at reasonable rates for both 
household aa.enities and increased production. 

(1) Further institutional development of N!:A 
coops loc.l A & E fircs and construction con­
tractors. 

(2) Constructed core distribution eysteme 
connected to a. reliabl. source of paver. 

laput.: 

!!!.. 
$20,000,000 DL 

~ 

$16,000,000 !qulv. LoaD to MEA 

PRr!JECT DES lGN Sl1iH.ARY 
LOG leAL FRAMEIIORX 

OBJECTIVELY VERIFIABLE INDICATURS 

Measures of Goal Achievement: 

(1) IncrpaGe in number of rural house­
holds electrified by 1980. 

(2) Increase 1n employment in rural 
areas by 1980. 

(J) Increase ~n per capits purchasing 
power in real terms for lover 50% income 
group of rur2.1 ar('as by 1980. 

Cond~tior,s Th.:lt '.lUI Indicate Project 
Has Bee I Achil:"\led: End of Project Status 

(1) ApproxitDately l~ new rural electric 
coop .. operating s3tisfaC'torily by 1978. 

(2) Th(·p:.;(! coops to have an avera.g. of 
7,01)0 - 7, 5eO cu&t01llers each by 1980. 

(J' Use of some of project inputs for 
assist4nce to ell:istul coops by 1978. 

PI .... gnitude of OutPuts 

(1) N£A viably handlb.g e.lI:panded program 
(1975-80) . 

(2) Approll:1aately 12 neW' rural electric 
coops organized and core distribut iOD 
systems constructed hy 1978. 

(J) Additional local A & E firma pro­
'Jiding acceptable cor:sulting sen.-ice. 
to ClJOpfi and/or four prcsent firos 
providing bl!tter htAklng and inapuctl.oa 
servicea by 1975. 

(4) Constru('[iop connscts bt:lng let to 
crxnp6>tent fir.:l.B a!--o requir~d. (~C Act.ve 
contract. for total progr .. by end U75). 

IJllple:ment.1t1on Target (TIP- &: Qu.!otity) 

~~ S]O!:I CY76, SlOm eY77. 
for necesRllry imported mB.teriale 

1 OverAll U.S. ~ng1neerinli: conaulti'l8 
firm to NEA on the job full tiJH." 

1 Overall U.S. {nstitutional adVisor to 
SEA aud the individual coops on the Job 
full t1me.* 

Required number of local A & E f irlts on 
Job vhen needed to dpflign Bod supervise 
construction for individual coops_ 

Required number of local Contractors 0'0 

job when needed to build individual cOop 
systems. 

Necessary local materials sa needed. 

*Financed under pr ior grant and prioT' lOaD 

!'"J-:,\!';S OF VERIFICATION 

(1) Coop and othpr utility records 

(2) Census and emplorment sratisticB 

(J) Census and ecor.omic data 

(1) NEA records and field observation 

(2) New coop records 

(3) NEA records 

(1) USAlD evaluation of NEA 

(2) Progress reports and field inspections 
by NRECA, Stanley and U5AID 

(3) Field inspections by NEA, N'RECA, Local 
Coops, Stanley and USAIO. 

(t..) NEA records, Local AlE and coop super­
vision of contr.ctorr;,. 

AID Records 

NEA/consultant progress reports and field 
observation. 

41 (b) 

Ll FE UF PROJ ECT FROH CYl 5 THROUGH CY80 
TCYrAL U. S. FUNDING 520,000,000 (CY7S-cr78) 
DATE PREPARED 12/7 {74 

IMPORTA}rr ASSlIKPTIONS 

Assumptions ,\bout lkagr Rt=tvean Pro-
lect Purpose and gr3DI-Sel:tor Gea! 

(1) the people W8 ~lectricity an: 
supplying of el~..:t :1tv at rusooabl. 
cost does improve t .e q~ality of lif •• 

(2) making lov-co&t reliable elactricity 
a\r Hable viII cause a growth iD aeri­
cultural, cOlZlDercial and indu.trial 
production and consequently job avail-
ability. Implicit is aluluaed. r •• ponn 
by the possessors 0 'ital and en-
trepreneur • at- '! 

(3) lncre .• e i.. ',labilities viII 
result in IDOre p--oph "the lover 50% 
income group earning more in real teraa. 

Al!Il!IUlDptions About Linkage Between Outputs 
And Project Purpose 

(1) That im.t itutionally organizing coop. 
and physically const['1lcting core dietri· 
but ion systems viII result in viable 
operating coops (with outside IlraDSger1al 
Rssiatance) cCipable of COPD8ctiD8 up in­
tended. numbe.rs of customers and ecoaoai­
cally serving their power neerle 

(2) That NPC w11l supply power require­
aente as deman.d grow. 

Assumptions About Linkage Between Input. 
And ()utputs 

(1) Time lag between contract awarda •• 
delivery of iJl,oorted equipment to PhiI­
ippiae<> vil-,- not stretch out alch .ore 
than present. 

(2) Local materials and oervicea ~l 
continue to be available a. x.quir .... 

(3) U.S. consult ing service. will 
continue to be available B. required 

(4) NPC v111 provide paver INpply 
connections when needed.. 
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section 4. Conditions and Covenants 
\ 

Since this is the third loan to NEA, conditions IJre;cedC:!nt, eovenW1ts 
and a standRI'd three-party loan agreement between AID, the (iOI' and NF:A 
have already been d~veloped. No major modification to th:io forl'llll.t If! 
contemplated. 

In addition to the AID loan agreement, a standard NJ':A subloan 
agreement vIas 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 revievl and certification of the feasibility 
studies by the consultar.ts, review and certification of ?reliminary design, 
execution of the standard subloan agreement, approved rate policy, right.s 
of way, requisite financing, etc. 

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

There are a number of additional items currently UllQer disc~ssion 
with NEA relating to implementation of Loans 028, 034 and the ~roposed 
loan. If not resolved, they may be included as ~?IS or ~ovenants. 

(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 ;;;tutelnent if required, 
to insure line construction beyond the core system is under 
direct responsibiJ_ity of the A8:E firm. 

(c) Com~letion of the plan to initiate a traininG progran for 
C.P.A. firms and initiate a policy determination to use these 
lirms for coop annual audits. 

(d) Initiate an improvement program, if r~quired, to corr(;ct 
deficiencies ane. institute recoIJIr.lendations resulting from th~ 
current financial management review. 

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

oth".!l' terms and conditions of the prior loans Vlill b(: incorpc.Jratr:ri 
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 

Is the absorptive-capacity of NEA and particular~y the local 
contracting community adequate to utilize. the additional 
loan at this time? 

Part of the scope of Earl Clark's TDY was to assist U~AIlJ 
evaluate the above aspects. As discussed in the text ~~. 
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 pll;LCed. 
Absorptive capacity is considered to be adequate to implement 
the proposed loan. 

2. Project Beneficiaries 

A request w~s made at the PRP review to address more fully the 
intended beneficiaries under this loan. This aspect is dis-
cussed in Sections I. D2 and 2F of the paper. The 
dis~ussion in the CAP covers, to the extent known at this time, 
the direct and indirect beneficiaries of the loan and comple­
n.entary prograJllB by the GOP to insure employment generation 
and improvement of incomes in the rural areas. 

This aspect of the program will require 0. more deto.ile(l onc;oing 
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 
opportuni ties in agro industry, agriculture and small commercial 
and industrial projects in the coop areas. 

3. Scope and Tenure of Am Assistance 

Wltile 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 iss~e 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 ~illion 
each in FY 76 and FY 77. ATD/W has proposed no loan in FY 'r6 
with either termination of AJ]) assistance and phase-in ·of otljer 
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. WDRESCO 38. Sorsogon 
2. VrPESGO) 39. Sulu 
3. Ilocos Norte 40. Pampanga 
4. Leyte 41. Bulacan 
5. Surigao Sur 42. Laguna 
6. La Union 43. Cavite 
7. Capiz 44. ifugao 
8. Abra 
9. Bohol 

45. Quirino 
46. Kalinga-Apayao 

10. Lanao Sur 47. Mindoro Occidental 
11. Davao Norte 
12. Catanduanes 

48. Benguet 
49. Bataan 

13. Talim, Rizal 50. Basilan 
14. Leyte Sur 51. NegLos Occidental 
15. Iloilo 52. Nueva 1Ecija 
16. Lanao Norte 53. Hl.;1)ate 
17. Albay 
18. Batangas 

54. ,Siyuljor 
55. Suri ;ao Norte 

19. Quezon 56. Roimb Ion 
20. AkLan 
21. Cebu 

57. Camiguin 
58. P'alawn 

22. Zamboanga Sur 59. Davao Ori,ital 
23. Misamis Occidental 60. Biliran 
24. Zamboanga Norte 61. Agusan Sur 
25. Zambales 62. Nortliern Samar 
26. Pangasinan 63. Wcbtei, Samar 
27. Negros Oriental 64. ,,istcrn Samar 
28. Antique 65. Tarlac 
29. Cagayan 66. Central Pangasinan 
30. Isabela 67. Ilocus Sur 
31. Nueva Vizcaya 68. Misanis oriental 
32. Cotabato 69. Fo. Nueva Lcija 
33. Cotabato Sur 70. C ..rines Nort 
34. Bukidnon 
35. Marinduque 

71. Zamboanga City 
72. Sultan Kudarat 

36. Mindoro Oriental 73. Miguindanao 
37. Caxuarines Sur 74. Davao Sur 

75. Agu i;an Norte 
76. Mt. Province 
77. Ssuth Tarlac 
78. Taw Taw 
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STATUS OF ELECTRIC COOPERATIVES 
BY STAGE OF DEVELOPMENT 

(As of October 1974) 

Fund-' Feasi- co-op Amount ALE U'nder Cog ._ Est. People 
Cooperative ing-

I/ 
bility
Stu/// 

Regis-
tered 

onf Loan .. Constru- . eoe 
__toi_/_/74 

1. MDRESCO A x 1969 12.0 AWIA x 6,678 4_ 000 
2. VRESCO A x 1969 17.8 DCCD x 1,685 - 80,000 
3. Ilocos Norte B x 7/71 15.3 TAP x 2,319 16,000 
4. Leyte B x 6/70 28.6 EDCOP x 10,073 70,000 ± 
5. Surigao Sur B x 7/71 26.6 AWIA x 850 6,000 
6. 
1. 

La Union 
Capiz 

B 
B 

x 
x 

8/71 
6/71 

7.7 
18.8 

TAP 
DCCD 

x 
x 

1,461 
2,359 

0 
16.000 

8. Abra B x 3/72 8.2 TAP x - L420 10.000 
9. Bohol B x 8/71 22.0 EDCOP x _ 

10. Lanao Sur B x 9/71 10.6 AWA x 1.981 14000 
11. Davao Norte B x 7/71 17.5 AWIA x _ 

12. Catanduanes B x 10/71 15.0 TAP x 1744 12.000 1 
13. Talim, Rizal C x 6/70 1.8 AFP . 

14. Leyte Sur B x 3/71 18.7 £DCOP _ 

15. Iloilo - B x 6171 19.8 DCCD x 4 
16. Lanao Norte 4 B x 5/72 23.5 AWIA x I 
17. Albay B x 8/72 138 DCCD x 4,046 _28,000 _ 

18. Batangas B x 6172 16.6 TAP _ 

19. 
70. 

Quezon 
Aklan 

B 
B 

x 
x 

4/72 
4/72 

1.5 
16.8 

TAP 
DCCiD 

x 
x 1,659 11,000 I 

.21. Cebu B x 4/72 20.6 DCCi x 
22. 
23. 

Zamboanga Sur 
Misamis Occidental 

C 
C 

x 
x 

8/72 
8/72 

17.1 
9.8 

AWIA 
AWIA _ 

x _ 

24. Zamboanga Norte C x 8/72 12.2 AWIA 
25. Zambales B x 6/72 8.6 TAP x 
26. Pangasinan B x 9/72 11.9 T1P x _ 

27. Negros Oriental B x 6/72 23.8 DCCD _ 

28 . An tique ..... . B x / 2 2122 x__ _D _ 
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Cooperative 
Fund-
ing 

Feasi-
bility 

Co-op 
Regis-

Am nt 
of Loan 

A&E 
Firm 

Under 
ConstrPc-

Connec-
-iont 

Est People 
Served 

29. Cavan 
30. Isabela 
31. Nueva VizcayaJ 

2/. 
C 
C 
C 

-Study 
x 
x 
x 

tered 
11, 
3/72 
9/72 

g M 
_20.4 
26.3 
11.9 

2/ 
AW.IA 
Ai' -A 
AWIA 

tion 10174 

- --------­
32. Cotabato C x 5!72 20.0 WIA 
33. Cotabato Sur C x 6/71 21.9 AWIA 
34. 
35. 
36. 

Bukidnon 
1-farinduque 

-indoroOriental 

C 
B 

-C 

x 
x 
x 

517 
3 73619 
2 73 

18.4 
2 
22.0 

AWIA 

DCCD 388 -------­37. Camarines Sur 
38. Sorsogon 
39. Sulu 

40. Pampa I 
41. Bulacan 
42. L_a 

42Lguna_
43. Cavite 

---
_ 

--
-

Cx 

C 
____3 

x 
x 
x 
xx 

x 

x 

11 
1_73 
273 

12/717 
3/72 _
3/72 

6173 1 

12.9__-_-
14.4 
12.6 
7.07.0 
4.0 
4.0 

_ _ 
9E_ 

DCCD 

TAP 
DCCD 

___ 

_4._05 

355 

5 

18,380
14,047
iCC14 

11,508
17 

-­
4--0_0 

9 
00 

- --­

44. Ifugao C x AWIA 
45. QuIr no C x 
46. Kalinga-Apayao D -- _xDCCD_ 

47. Mindoro Occidental C x 3/74 3.0 TAP x98 
48. 
49. 

50. 

Benuet 
Bataan 
Basilan 

C 
Cx 
D 

x 

x 

10/73 
8/73 

2.0 
5.5 

TAP 
_789 

x 

5 , 

51. Negros Occidental D x -
52. Nueva cij a DC 
53. Masbate D E 
54. Siquijor D x - -
55. Surigao del Norte D x 
56. Romblon D x 
57. Camiguin D " x--
5 8 . P a l a wa n C x/ 7 "L 1. 0 - - .. ......... .. 
59. Da vao Cr iental -_D x _ -

60. Biliran D x 7/73 
61. Agusan Sur D x 
62. Northern Samar D X. 
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63. 
64. 

65. 
66.67. 

68.69. 

70. 
7 1 . 

72. 
73. 

74. 
75. 
76. 

77. 
78. 

Cooperative 

Western Samrar 
Eastern Samar 

Tarlac 
Central Pan asinanIlocos Sur 

Misamis OrientalSo. Nueva Eci a 
Camarines Norte
Zambo a n a 

Sultan Kudarat 
Ma uindanao 

5avao Sur 
usan Norte 

Mt. Province 
So. Tarlac 
Tawi Tawi 

Ctund- I b in bs-
63. West 

C x 
D x 

C x 

C xC X 

D x 
C x 
C 
Cx- -4-- -8-1 

D x 
D x 
D x 

D x 
D x 
C -
C x 

- co-op-," 

2/74 

11/73
8/74
2 74 

-

5 74 

0 oe 

2.1 

3.014.2
1---

3.9 

. 

TAP 
TAP 

DCOP1216DC0C 

AWIA ------
AWIA 

- -_AAWIA 

c 
onnec-
tia _. 

.802 
3 87-

2 
75.7 

7 

[ Et. People 
Served 

10/1/74 
6 5006 

0
27 000 

0 0 0 

57,000 

TOTAL 78 ,54 721 54 29 153,618 1,034,000 
MFuning­

2/ 

A. Previous AID Loans - 2 (pilot projects)B. AID Loan 4 92-H-028 - FY 72 (R.E. I) - 24C. Eligible for AID Loan 4 92-T-034 - FY 74 (R.E. II)and FY 1975 Proposed Loan - 32 
D. Future ­ 20 
Architectural andEn--neering Firms 

AWIA 
EDCOP 
DCCD 

TAP 
AFP 

- Adrian Wilson Int'l. 
- Engr. Dev. Co. of the Philippines, Design, Construction, Coordination and Development
- Trans Asia of the Philippines 
- Armed Forces of the Philippines 
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ROUSE COA'NIC1ONS 

VYT'ENTIAL JUNI, 11'C. J0111 JUNE 

C O)IS it.C. .1974 1974 1976 

0_1?0) 	 3,0001. 	 1lloC,o t.lo tt 1 ,L V _2 . 0,(-;00 '0,;oO 

['. / o'; fuir 	 3L8,000 3,200 4,000 5,300 7,1O0
 

3. AL' 	 13,000 1,300 2r00 4.00 - _ (10 
3 00  


1. 	lcngut _32,000 0 _ _-- 13 0. O 

5. 	 La Union1 __1 4. 0_ __' __06oo. .. 5,700 13,000
 

P.11r.qasi n, _ .
_6 . 'ooo 2 ,- ... .- .___ 2 

1 31350003, ... 15,000 ,ruoa
 

8._"/bnP. 15t000 _.. "5 O) 2.fQQ
 
7. 	SO. t'-1 3r 000 600 1 L 3 

a__ 6,300 
l-o*.!. ' riqJ,_____ 56,000 17,-10 .9 7.0___ _ "2 0022 3"',5n 

9. 	 Rataan 13,000 10,000 32t0O 

]_1.l:can 	 __.l_7_____..._3, ,_____,O0, ____________.13______O.___ 	 _0 

.21.- -_ _ _ _ ___27,-0o0 70oo _29,(00 0,0 o 
/_ _ _ )a_______ _56,000 

I C.4to____ 27,000 17,300 2,~0 ?~Q 

13 T 10,000 10 ,000 -. 0 ( 1 00 110r( 

14_ Pr 	 3000 ,'_00 8 ,4O0
1 	 1,000 

0 0 0
15. Q3.0on !3_000__500 _ L 9, 00 

I26. PriI x:an 11,000 300 1,000 2,000 

17. Mar.i:cu,,o 	 24 000C 00 700 2,'100. . 3 1OZ_ 
38. Alba9 	 76,000 3500 _ O _ , _00 l)nnoL,, 


39. 	 Cmn:irinecs Ssur 19,000 300 1,000 2,500 4,000 
0


20. Cat n . 16,000 _ _ 2 ,70 3, . 

21. OR!,'KCO " 18 000__-0- itOuO tP, ,o 

22 7.,n.:bo Ci t:i 31,000 . . ... ____ ' o_,.500 ) ,1)1. 0,000 
23. Aklin 	 28,000 1,600 __ :yOO , Qf: 

24. Capi: 	 _ 35,000 _ 2. _oO . __ 

25. Let;te 	 56,000 9,300 _ 07 00 -- 13000 18,000 

26. Inno Sur . 20,00 __j., Q _0 1 00 14to 8 no0r 
27._____ o .__r19000_.,_o _ ___ _ ._. o_______ 22t4oo,000n 

21800 40 ._.27. Suruio (;tzr 19,000 1.,300 10 " ___ 

or)(1207.VR'F:SCC) 	 52,00 4,4i00 13 ,J/O.0 2,l 4 

29. Iloilo 31,000 	 700 ?.,'OO 5,0 

_.52D OP30. 10.;?1 24,000 	 Sf__ 4, 7,(on 

Io _ _t 26,000 __ . JL2231. LxI'. _ _ 	 _ _ . _._' . 

32. VAno_delortc 19,000 -	 ),.00 ",200 

21 ,000 	 '"17o033. CohI n 	 600 , 

1 _ _. n ... -0__.. 

.". w,1,'O n l'FI ) ,~1;Lr _?7 _OOO 1 __ 1 00_(: . 1o, 
34. 


I, I00 _00.' .. 

36. 	Antique 26,000 ,02': "L 

8,000 1.1.1,900 100 2 ) , 'wfI '1' ,.1',0/.LO0 9 
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0COPERATIVE 10%l ~throulhb•
FY 75 FY 76 FY 77 FY 78 FY 79 FY 80 

__________ 165 30 

S2. VRF-CO 249-

3'_Ilcos Norte 130 76 66 82 45 48 
4.. 
5 

t___e__ 
Su,iq o Sur 

82 
1 

84 
10 

60 
25 

59 
42 

_ 57 
61 

57 
54 

f6.L Uni _ _ 41 11 13 13 13 13 

9.1piz9 80 37 48 40 35 
ALL, 1 _ 123 80 31 35 42 44 

_ ___ _ _ _ _ __. .QL2.1. $0 222 36 57 
1.0,. J-q-,ao Sur 162 106 13 18 16 

_..__ 150 100 42 26 28 28 
12.. 8 15 10 37 47 48 

41"_a RiziA!__ 
*4,__L_Le Sur 

79 
15 

3 3 
110 

3 
26 

3 
10 

3 
49 

15. Iiuilo 159 i _ __ 72 97 

i.ki oaorte 
lI._A1L.-t v 

158 

106 

121 

9040 

100 56 18 

82 
17 

7t_ 
.18. __L[n[__as_58 ii0 82 91 88 97 

______._on_ 50 74 90 88 116 97 
,20. _ _ _-a!50 100 69 26 2 

21. Cch.i 
t2 n-a Sur 

0 90 
-0_ 

. 23 
l 

67 
59 

52 
29 

58 
29 

_ Ms anis Occ. 50 16 20 20 
. Zan4dXxiqa Norte __ 79 -19 c4 99 36 
..Z-!j 9nls 

.. Par.ciasinan 
113 
100 

-30 1i 23 
15 

19 
6 

27. _Nucros Or. -00 I06 57 22 

28. Anticiue 50 12j 7 24 26 

c19 ,_.__ 89 .77 5L 46 49 
ls__...Jthela _2_37 74 65 0 

* l,1.... Vizcaya 
a' oti,tato 

60 14 
100 

19 
100 

24 
77 

166 
31 

33. _- 9tQ0 Sur 
_6 100 1i00 35 

1-4. -BukLdnon - 6 133 i01 141 L 
5.. Marinduque 52 55 54 22 24 4A • 

36- Mi ir rn Or 50 65-98 16] ]fl106 
C-Cnarines Sur 

38. Sorsoqon 
102 8 

62_62 

62 

82 --

117 60 

51 
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NATIONAL ELECTRIFICATION ADMINISTRATION 

Statement of Income & Expenses
 
For Fiscal Year Ending June 30, 1974
 

INCOME
 

Operating Income -

Interest Income - Loans, Cooperatives V 236,360.97 
Interest Income - Loans, Private Franchises 1,881,571.48 
Interest Income - Loans, Municipal Systems 3,056,787.80 Y5,174,720.25 

Other Income -

Interest Income - DBP Savings 1,095,515.02 

Interest Income - DBP Fund Trustee 1,694,625.31 
Miscellaneous Non-Operating Income 3,162.81 2,/791,303.t4 

TOTAL INCOME - 17,968,023.39 

EX P E N S ES 

Opera ting Excpenses -

Amortiz. tion of Development Cost V 120,883.83
 

Salaries, Wages & Pcr Diems 2,201,169.84
 

Transportation & Travel 553,212.27
 

Convention, Seminar L Training Expenses 235,657.50
 

&ent, Power & Water 481,963.89
 
Telephone, Telegram & Postage 44,752.24
 
Depreciation Expense 27,916.13
 

Materials & Office Supplies Used 189,280.47
 
a yloyee 3enefits 708,052.36
 
Rrp[airs & Maintenance 61,836.81
 

Special Services 118,581.98
 
Education Grants 37,450.37
 

Gasoline 33,503.32
 

Miscellaneous Opernting Expenses 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. VERMUDO
 
Chief, Corporate Accounting
 

Division
 

http:2,808,256.99
http:5,159,766.40
http:14,977.05
http:5,144,789.35
http:330,528.34
http:33,503.32
http:37,450.37
http:118,581.98
http:61,836.81
http:708,052.36
http:189,280.47
http:27,916.13
http:44,752.24
http:481,963.89
http:235,657.50
http:553,212.27
http:2,201,169.84
http:120,883.83
http:17,968,023.39
http:2,/791,303.t4
http:3,162.81
http:1,694,625.31
http:1,095,515.02
http:Y5,174,720.25
http:3,056,787.80
http:1,881,571.48
http:236,360.97
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BALANCE SHET
 
June 30. 1974
 

Current Assets ­

5 9,679.81
 

Cash in Bank 

Cash on Hand 


58,601,48240
 

Cash in Bank - DOP 57,972,264.89
 
Cash in Bank - PNB 495,363.85
 
Cash in Bank - Foreign 135,853.26
 

Cash in Treasury 220,753,3
 

DBP FundTrusted Accounts 30,526,640.72
 

NEA Trust Fund 8,098,783.58
 
Loans Recaivable 8,923,702.95
 

Loans Receivable - Cooperative 5 423,578.61
 
Loans Receivable - Private Franchises 3,344,575.1.8
 

Loans Receivable - Municipal System 5,155,549.16
 

Accounts Receivable - housewiring 126.71
 

Accounts Receivable - Conatruction Clearing 4,502.6b5.23
 
DLe from Officers and Deployeeas 769,471.26
 
Due f.om Government Agenciea 71,251.67
 

Accrued Interest Receivable - DBP Savings 371,067.60
 

Borrowers Form Inver.tory 10,289.90
 
Materials and Office Supplies Inventory 29,551.91
 

Equipment and Materials Inventory 18,463,723.80
 
Prepaid Expenses 8,676.80
 

Deposit on Letters of Credit 847,189.61
 

Short Term Loans Receivable 877,252.57
 

Total Current Assets -- P152,332,331.45 

Long Term Loans Receivable 158,6 6,750.39
 

Investment in Subsidiaries 193,27U.2U
 
Property Plant and E(!uipment:
 

Land 5 25,000.)U
 

Office Furnlure and Ejuipment p 635,728.84
 

Legs: Accunslated Depreciation 119,115.18 516,613.66
 

Transportation Equipment f 59,130.00
 
Less: Accumt1aut,.,l 4437.514,782.50
Depreciation 


Electric Plant and Equipment f 53,625.00
 
Less: Accumulated Depreciation 6435.00 47,190.00
 

Other Property Plant & Equipment f 23,347.26
 
7,791.50 15,555.56
Less: Accumulated Depreciation 


5 619,141.72
Total Property Plant and Equipment --


Unamortized Development Cost Y3,626,516.97
 
Less: Accumulated Amortization 
 1288383 3,505,63.14
 

1
Government Project Cost 449,311.60
 
Less: Accumlated Amortization 14.97.03 

9 295,743.459.35 
TOTAL ASSETS -- = 

LIABILITIES CAPITAL
 

Current Liabilities
 

Y 321,693.17
Accounts Payable - General 

1,113,882.50
Retentions i.yable 


44,351.53
Withholding lax Payable 

4,L68.7
 

Due to Officers and Employees 30,845.34
 

Other Accrued Elpenses 


Due to Government Agencies 

90,273.36
 

Current Liabilities - Barter System 1.009,546.50
 

Current Liabilities - DBP Fund Trustee Account 
 29,149,556.86
 

Current Liabilities - Others 
 4,822.85
 

Total Current Liabilities -7 31,769,.40
 

Long Term Debt 7,0, 73 
Unearned Revenue 122.73 
Capital Stock 

paid In Capital 140,505,911.04 
Retained Earnings 2.108,256.1 

Donated Capital 29?3453.454.43 

TOTAL LIABILITIES AND CAPITAL-- 5 295.743045i.J5
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FINANCIAL ANALYSIS 
 ANNEX 4
 

The Ilocos Norte Rural Electric Cooperative Page 1 of 5
 

The Ilocos Forte 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 a-so 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
provinces in the Philippines with the inference being that 
a successful coop

in Ilocos Norte is indicative of the viability of the program.
 

Ilocos Norte Province is located in the northwest tip of Luzon 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 tne 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 in­dustries 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 inla.d. 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 MOCRECO.

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 because of its lower cost power potential. 
Negros Occidental,

which includes the VRESCO service area, is planted primarily to sugar cane
and the largest part of the rural population consists of sugar cane workers.

These workers 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
 

lin(I upon the feasibility study usinr the (.,ore systin (or(:,iit, thesystem o the Tlocos Norte Rural Electric Cooperative will (!,1n:;J:;t (d.' tfi,!
following Lines and equipment when the facilities financed by the initial
 
loan are in service:
 

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

Single phase 
 59
 
Secondary 
 35
 
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. ,,everalassumptions (based on historical fact) were made to reflect the iriflLionaryimpact since completion in February, 1974 of the system fe'asibilily .;Ltdy.The feasibility study shows foreign exchange requirements to, al ij i 4;y ,(O),
excluding meters and substations, and local currency requir(meit2 
 of12,980,000. 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 4,5oo,ooo in local currency costs.
 

E. Financial Analysis
 

1. Terms of Debt 

Ilocok tiorte 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 tc
 come, build up a reserve for further lending for cooperative develop­
ment before having to turn over all receipts to pay its governmental

obligacions.
 

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 estimated debt
coverage of the Ilocos Norte coop as well a, those of the two pilot pro­
j e c t s . - -

As used below, debt coverage is 
the total cash IuncLs availaole ror aebt
service (both principal and interest) divided by the principlil 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 
.A the early years and becomes very satisfactory
in the eighth year and beyond es the growth in operating revenues (and
thus the rate of growth of the system) reaches its peak. 
The debt coverage
for the VRESCO project is not as adequate and is forecasted to become less
than adequate in the eighth year. 
This signals the need to re-examing the
present rate structure frr this project in light of the project's debt
 
burden.
 

TABLE 1
 

Comparison of Debt Coverage*
 

YEA 
 Ilocos Norte 
 MORESCO 
 VRESCO
 

1 

0.39 
 1.07
2 

0.56 
 1.29
3 -
 1.13 
 2.58
4 1.31 
 1.96 3.46
5 1.04 2.22 2.00
6 
 1.07 
 1.76 
 1.34
7 1.33 
 1.95 1.148 
 1.86 
 2.29 1.00
9 
 2.72 
 2.78 
 o.8610 
 3.64 
 3.42 
 0.45
 

*.Assuming that MORECO 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 calculations
 
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 on the basis of a 10% salvage value. 
The effect
 
of such a reduction was marginal and such lower salvage value estimate ig 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 revenues 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. An 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
 

1These return calculations include interest in the net cash flow, thus '
 
if int rest 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. 
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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 project reflects a satisfactory


.and viable financial prospect for the project and allows for sufficient
 
margin to absorb reasonable cost ircreases in the future while at the same
time providing sufficient funds to support ongoing investment in the
 
expansion of the system.
 



--- 

---

ANNEX 4
 
ILOCOS NORTE 
 TABLE I 

Pesos (000) 

Statement of Sources and Application of Funds 

Year (1) (2) (3) 
 (4) (5) (6) 
 (7) (8) (9) 
 (i0)
 

Sources:

Loan Funds 
 1,860 2,868 1,702 
 1,105 1,981 2,201 2,542
Gross Revenues 2,209 3,961 5,446
540 1,102 1,544 1,999 
 2,495 3,351 4,301 5,375 7,070 8,473
Membership Fees 
 15 13 
 7 5 5 
 9 10 7 13 13
 
TOTAL 
 2,415 3,983 3,253 3,109 
 4,481 5,561 6,853 
 7,591 1.1,044 13,932
 

Applications:

Cost of Power 
 241 483 
 660 835 1,004 1,320 1,665 2,050 2,537 
 3,100


66 82 113 119 153
Interest 167 212 229 293 339
647 689
Principal Payments 739 796 843 94o 1,079

544 561 602
Gen' . & Adin. Exp. 666 735 815 889131 240 
 306 348 403 
 482 579 642
Capital Expenditures 821 897
1,860 2,868 1,702 1,105 1,981 
 2,201 2,542 2,209 3,961 
 5,446
 

TOTAL 
 2,298 3,673 
 2,781 3,598 4,791 
 5,509 6,460 6,708 9,367 
 11,750
 

Beg. Cash 
 --- 102 
 399 864 370
+ Sources-Appl. 55 96 479 1,355 3,019
1C2 297 
 465 (494) (315) 41 
 383 876
SEnding Cash 9-399 
 370 55 
 7-9 1,355 3,019 5t14B
 
Funds Avail. for D.S. 
 --- .... 
 1,561 1,305 1,437 1,941 
 2,933 4,774 7,156
 
TOTAL D.S. 
 ... 
 ...... 
 1,191 1,250 1,341 1,462 1,578 
 1,755 1,968
 
Debt Coverage 


1.31 1.O4 1.07 1.33 
 1.86 2.72 
 3.64
 

* -Net revenues after operating expenses plus beginning cash balance before deducting principal and interest payable.
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ILOCOS NORTE TABLE_2 

PLAN"T INVESTIMT1 S & OPERATING EXPENSES 
(PESOS IN 1000'S)
 

,Perjod , ' _2 ' ' 4 ' 
,teConstr. .5...'* 6 ' 7P1 a n n i ng Y e a r ' 1] '1I] '12 ' , ,4
 

CLHtLATIVE PLA!,T INVESTMENT P 
 13 1 14 
Plant Beginning of Year 
 ' '12,472I '14,762I *' 18,159 , ' 20,457 '21,5-2, '23,543, '25,744I '28,286 '30,495, ' 24,456 ' F 39,902'4,00 ' , :2,116 '43,22-j 144,330Investment During Year * 
 12,109 , 1,860 , 2,868 1,702 , 1,105 ­, i,98! 2,20! , 1,5-2Plant End of Year ** :12,472 '1,-, 762 , , 204T.!39 21-h,5 56 

2, 0' 
i' 
3,6, 5,446 , 1.04. 17'J ,104 ,I> , 1,!,' 33P1,159 20,457 ,21,562 :23,343 
 25,744 :28,286 :30,495 :34,456 
 ,2 43,4r-: :,!:..:,:22../ 

33c ,,35 

COST OF PO'TER 
KWH Purchased (1000's) ' 2,529 ' 5,065 6,923 ' 8,749' 10,515'13,571 4,73 '20,15 '2L,58' 29,£27 ' 30,447' 33,107' 35,747 '38524 '47,226 
Average Cost, ,'N(-9 ,.0951 .0253 .0954, 
 .C9- .095 .0973 .3312 '.101- ,12 ,.1054 , ' .1197 .n2' ? ,1:.1i6-'
 
Cost of Pov:. I 1 241 1 483 1 660 I 835 1, 0C

. 
11,320 I 1,6G5 11,050 12,327 
I 3-100 I 3,276 1 2,635 I ,O04 1 4,399 ;L,799 

0T LER OPERAfLNG EIPENSES 

0.'! as ' of Plamt ' I ' .45 .45 .55I .55 .65I .75 .75 '.73, -I , , a , 
.85 

; .5 .95 .5 1.05 1.05 1.05I ' IO&M Expense I' 66 ' 82 113 ' 119 , ' 153 167 I' 2!2 ' 229 ' 292 399 I' 390 ' 400 454 465 ' 477General & Admin (f/consume), , 40 , 40 , 41 , 41 , 4General &Admin. Expenses ' , 42 , 43 , 43 , 2-- , 44 , 45 , 45 46 , 46 47 , ,'G 131 ' 240 306 348 ' 403 '!-82 579 ' 642 821 ' 897 959 11,001 1,065 ' 1,108 ' 1,175
Depr. as 7. of Total Plant) I) ' ' I I I I I , , I I I I 

End of Year 3' 3 ' 3 ' 3 3 3 3 3 ' 3 , 3 3 3 ' 3 ' 
Depreciation 
 ' ' 443 ' 545 614 ' 647 706 772 , 849 ' 915 1,034 , 3,197 1,230 , 1,263 1,297 , 1,330 1,363 

* Includes Escalation & Contingencies
 
** Includes Interest at 3% thru year 3.
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(IN PESOS) 
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1 rage 
2. Average Zevenue/Consumer/FMo. 
3. Annual Revenue/Consumer 
4. : -umbrof Cons2ers 

Annul Revenue3 

3eeuri y Lights" 

1. Aver e K /Cons er/ o 
2 Average 'evenue Co nser.io.3. At,. <:l Revenue' 2>-;urer 

4. Numher of Consumers 
5. Annual Revenue (PG000) 

I 

1417 
t 1 

2.891 
T 12 

' 5 

16.5' 198 

F 215 

4 

1H/Consumer/Mo1 417 141. 
1 241 2417 ' L172" 4 1 "' 24 1 21 1 ' 2L 1 1 

' 2.891 , 5 -1' 2 , ....
24 F 38 6 

.5. 173 ' 

' 55 53 5 ' 55 ' 
16.5 16.5 1616.5' 198 ' 198 ' 19 3 1 9 8 

19~ T91zF 382 459 506 

1 

41 24141714.1 1 
-,69_ 21.8

'4 -4 

208 243 

f3 5 

'' P , F 19 

840 723 

471127 43 

. 

F 

' 

' 

' 

. 
241 ' 

o1'9 " ' 

278 

3 ' 

16.5 ' 1 8 

198r79079 
6 

.. 
' 2111 1 

' l1 ' 

3 / 
/ 

5 

T_.5 ' , 

_191 . 
903 ' 

F, 

15 

. .. . 
' 241 217 217 21.! 17 1 1 4 17 1 4 i17 ' 14 17 
' 1'2, , ,",7.1 , 

.2 8C,' 1"3, i40 F 1 -- 1 . 17 

4U3 6.. .' " 160 170 
37 4 5 ' A ' 
5' 55 F 5 ' 5 5 F 55 

16.5 6.X 16.2 ' 16.2 ' 76.5F, F95 
' c 

' 
6591 ' . - ' -1 10--- 15 5 1,20. ,2 50 

I -"?'0 " 

--

Large Commsercials1. Average KWH/Consumer/Mo 

2.Aerage Revenue'ConsuerM3. Ainnu Revenue/Consumer 
4. Number of Co ers 

Revenue (P00) 
D o e s i 

1. DomesticAverage KW consumer/Mo.
Avera e Revenue/Consmer/Mo. 

3. Annual Revenue/Consumer 
5. ofv;mberConsumers 

5 nnualRev 

' 6.900 ' 73007800 

'113 1,679
F 19"44 20,148 

-Annual57 

29 F 32 
9 9.92 

107.88 '119.04 
2.818 ' 5,206_ 

304 620 

' 

F 

' 

7 

179
2 

1 
z1: 

35 
10.85 

130.20 
6484 

44 

88 '200C600 
' ,8 ,722,62 F23.746 

1 7 
3 ' 404 

F 39 F 4 ­
'12.09 '13.02 
'45.08 '156.24 

/,390 -378 
1,0 F 1,309 

9 100 9 500' 5...00 

,91 2,165 - 2,277 1,'192F25,116 26,220 '27,334 '24,704 
2 ­ 24 ' '31 

' 527 ' 62- '6 ' ...7 6 8 9 04 

48 t 53 '60 65 
F14.88 ' 16.43 '16.60 20 
7 6 T17 '2 2 2.0 

'10.096 F11,844 _13,166 '16.29 
' 1,803 ' 235 F 2,939 F .,021 

10,0 

'248.'276 
F2 80 

F 3. 
' 1 

-

70 
2 7. 

'26.40 
'It.0 
F 4,714 

1 , 

26SF 21k23000'3' 
' 38 F 42 4z F39 
. 1,7' 43 1,_45' -9' 1 ,135 ' 1 ,33 3 ' I ,z6 6 ' 1,62 

73 76 79 82 
23.56 ' 24.49 ' 25.42 

'227.56 ' 29 3 .8 6 '305.4 
'18.953 19,803 '20653 21-503 

5S147' 5,599 F 6,070 ' 6,559 

1- 100 

273 
F 3 
F S3 
F 522,73 7 

85 
' 26.35 
-
316.20 
'22,-353 
' 7,068 
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PLANNINiG 
 YEAR
 

3 431 

Small Commercials 	 10 12 13' ' , 	 14 15

' ,
1. Average lTWH/Cns-fMo. 172 
 165 183 
 179 ,2. Average Revenue/ConsumerI 	 196 , 207 , 21E , 233 , 240 247. 48 ' 46 ' 51 T 50 	 , 250 , 250 250 , 255 260' 55 ' 513. Avera e Revenue/consumer 	 ' 61 ' 65 ' 67 69 70578 554 	 70 71615 ' 601 ' 659 ' 696 732 ' 	
71 734. Number of Consumers 	 783 ' 806 820 ' 840 ' 840 857133 ' 234 279 ' 306 ' 335 	 857 ' 8745. Annual Revenue (PO ) 77 	

' 378 424 461 521 579 591 ' 603 '' 130 	 615 627172 ' 184 221 263 	 63931 361 -20 ' 481 	 ' 496 50 ' 527 537 ' 558 
Public BuilIdings
 

1. Average KWfosme / b. * 70 * 71 762. Avera Me 	 * 85 * 93Revenue/Consumer/Mo. 	 * 9. * 103-32 , 23 + , 	 1 112, * i1 120 1 13425 , 28 , 31 , 32 , 34 , 37 , 39 , 	
133 14?7 145 * 14742 , 4 46 , 4 73. Annual Revenue Consumer : 277 	 , 48 , 45281 ,301 337 
 368 398 
 , 408 444
4. Number of Consumers 	 -471 507 531 ,5461 85 , 156 , 195 , 221 	 , 562 574 582 , 251 303 , 35, 394 4684 , 5435. Annual Revenue (YO) .	 54 , 543 543 , 543 , 54324 44 59 74 92 118 145 175 ' 221 ' 275 288 ' 297 ' 305 312 316 

Revenue Sumn-ry - All Sources (t00)1. Irrigation Pumps 35 69 104 1392. Stre 	 ' 173 203 2;3 278 ' 324300 	 347 376 405 434 463 491' ii1 127 ' 143 '3. Laroe Connercials 	 156 179 201 21057 141 215 ' 217 	 219 9 238 2484. mestic 	 404 27 6765 8O 1,043 '1175 -1,333304 620 	 1 4 6 1 623 ' 1737844 1072' 1,309 '1.803 ' 3,335 ?,9395! 1.1l Co-znercints 	 4.01 4,71477 130 172 	 -5147 '5,599 61J7U 6,559 7,06618, 221' 263 3116. Public Buildings 	 ' 361' 420' 481 496 507 52724 44 59 74 92 	 ' 537 558
7. Total operating Revenue 	 118 i'15 173 ' z l. 275 '288540 1,080 	 297 305 312 ­1, 86 2,310 '3, 	 316
8. Inflation Pass Thru ',1.20 i 	

3,06 4,674 6,043_1,457,06 7,692, ' 9,03 'Factor 1.02- 1.04 Uo1 	 9,732 '10,41806 1.0 1.109. Adjusted Total Operating Revenue, 340 	
1.1 1.15 1.17l /.0 122 12 1 129 1.32
1,102 1,99 
 2,495 :3,351 4 30' 5 ' 8,473 '9 10,366 11,469 12,5541 

Rate Assumptions (f/IC,/H) 
1. Irrigation Wells 
 ? .17 
2. Security Lights 
 .30
 
3. Large Comirercials .23

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

5. Small Comnercials .28
 
6. Public E8i dings .33
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5 Annex 

ECONOMIC ANALYSIS - Ilocos Norte Page 1of
 

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 benefit and internal rate of return analysis. A secon­
dary purpose of the analysis is to provide some indication of the
 
economic feasibility of the other 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)
 
was 5% lower than the national average of 3,465. It is unlikely that
 
this historical regional growth pattern will be reversed over the
 
next 10 years. Thus, the economic feasibility of a rural 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 IRR, 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 servite by consumers. Cost reductions from
 
using central station electricity imply an increase in net income or
 
profitability ifor household and business consumers.
 

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

Cost Savings from Central Station Electricity i/ 

Consumer Class Present Consumption Cost Savings (/yr) 

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

2. Large Commercials 2/ 	 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 mulitplied 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 eleftricity or diesel and gasoline engines. By
 
availing .f 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 multi-plied by their pespective
 
annual KWH 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
 

l/ 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 industriai 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 during the 10th year. 
The existing mills
are powered by small gasoline or diesel engines, and could realize
substantial economies by shifting to central electricity if available.
 

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

For purposes of the B/C and IRR calculations, the projectlife was assmned to be 33 years. The opportunity cost of capitalused 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 fcasibility studies.
 

3. Results of B/C and IRR Calculations
 

The B/C and IRR calculations for Ilocos Norte
Tables 6 and 7. are shown in
The calculations show that the benefit cost ratio
is greater than one 
(1.29) and the IRR of 20%. 
 The B/C ratio and
the IRR demonstrate that the investment in the distribution system
for Ilocos Norte appears economically feasible.
 

The B/C ratio and the IRR for Ilocos Norte are conservative
estimates since as 
noted earlier, the cost 
savings of small commercial
and industrial users and publi2 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 Lighting1 

Kerosene Lignting Costs ( /yr.)
2'
 

Kero?neL/ 	 172
 
Wick 2/ 48 
Capital Costs- / 

17
 

Total Costs/yr. 	 197
 

Electric LightinG Costs (/yr.) 

Electricityi 6 6 
Incandescent *lb- 4 
Capital Costs-L 45 

Sotal 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%. 

5/ 18 KWH at 0.31/KWH 

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

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



TABLE 2 

Comparative Cost Analysis of Self-Generated Electricityv6. Coop-Provided Electricity (Large Conmnercialsl_ 

Self-Generated Electricity (/yr.)
 

Energy 	Costs / 33,780
 
Maintenance 
 1,125
 
Capital 	Costs 5/ 

Total Costs/yr. 44,280 

Cost/KWH o.61 

Coop-Provided Electricity (P/yr.) 

Cost/KWTH 0.23 

Cost Reduction - 62% 

Large commercials include industries with a minimum load of 
25 KW. 

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

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 HP ( /yr.) Energy Cost sis 5460 

Capital Costs&z 2 500
 
Total Costs/yr. _5o 
Cost/KWH 0.66 

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

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

Electric Pump Irrigation:
 

(a) 10 HP ( /yr.) 4/Energy CostsJ/ 2,040 

Capital Costs/ 
 1 576 
Total Costs/yr.
 
Cost/KWH 0.30
 

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

Capital Costs/ 2 80
 
Total Costs/yr.
 
Cost/KWH 0.29
 

Cost Reduction - 54% 

12,000 KTH./yr. at .7 liters/KWH and 0.6 5/liter (pre-tax). 

A 10 HP and 20 HP diesel pump costs 
 10,000 and 20,000, res,:ctively. 
Appreciation and interest rates are assumed at 10% and 15'/, respectively. 

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

12,000 KW-H/yr. at 0.17/KWH. 

A 10 HP and 20 HP electric ;7;p c>,sts 5,?50 and 9,L57, r:?p!ctively.
Assumed depreciation rates f:or tih, electric z'tor and _p=are 2O Wnd
10%, respectively. The intt:rest rate i. aated at i . 

24,000 KWH/yr. at D..7 y.-w-.. 



TABLE 4
 
ILOCOS NORTE
 

Pesos (000) 

Cost Savings from Rural Electrification 

Large o 3/ Total Cost 
Year Domestic l2 

/ Commercialsd irriat ion_/ Savings 

0
 
1 400 94 73 567 
2 739 233 i47 1,119 
3 921 356 220 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 3,722 
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 houses 

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

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

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

l 



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

Zea1..kM . 
Sales revenue 
Cost savings 
Domestic 
Large Commercials 
Irrigation 

0 

-
-
-
-
-
-

1 

1.107 
540 
567 
400 
94 
73 

2 

2221 
1,102 
1119 

739 
233 
147 

3 4 

3 041 3.865 
1,544 1,999 
1497 1 866 

921 1,049 
356 523 
220 294 

(in thousand pesos) 

5 6 7 8 

4 719 6 097 7 517 9 097
2,495 3,351 4,301 5,375 
2224 2746 3.236 3.722 
1,190 1,434 1,682 1,870 
667 871 1,040 1,264 
367 441 514 588 

9 

11 562 
7,070 
4492 
2,361 
1,470 

661 

10 

13 502 
8,473 
5.029 
2,571 
1,724 

734 

11 

14812 
9,384 
5.428 
2,691 
1,941 

796 

12 

16.237 
10,366 
5.871 
2,812 
2,202 

857 

13 

17.741 
11,469 
6272 
2,933 
2,421 

918 

14 

1926 
12,554 
6713 
3,053 
2,681 

979 

15 

20836 
13,752 

7.084 
3,174 
2,869 
1,041 

16-30 

20836 
13,752 
7.064 
3,174 
2,869 
1,041 

TotalLostsCapital costs 
Current costs 
Power costs 
Operating and 
Maintenance 

General and 

Adminisrrative 

12.109 2298 3.673 2.78112,109 1,860 2,868 1,702 
- 438 805 1,079 
- 241 483 660 
- 66 82 113 

- 131 240 306 

2.4071,105 
1*302 
835 
119 

348 

3.5411,981 
1'560 
1,004 

153 

403 

4170 4998 5.1302,201 2,542 2,209 
1969 2456 2921 
1,320 1,665 2,050 

167 212 229 

482 579 642 

7.613,961 
3651 
2,537 

293 

821 

97825,446 
4.336 
3,100 
3 
3q 

897 

57311,106 
4.625 
3,276 

390 
9 

959 

6.1441,108 
5036 
3,635 
400 

0 

1,001 

6.629
,106 
5523 
4,004 

454 
5 

1,065 

71,106 
5972 
4,399 

465 
6 

1,108 

,0075596451­1,108 
6451 6451 
4,799 4,799 
477 477 

7 7 

1,173 1,175 

-12,109 -1.191-1.452 260 1.458 1178 1,927 2,539 3,967 3,950 3,720 9081 10093 11172 12187 13277 14385 



Table 6 

COMPUTATION OF BENEFIT COST RATIO, ILOCOS NORTE SUB-PROJECT 

Discount Factor 

Year Benefits Costs (157.) Discounted Benefits Discounted Costs 

0 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15" 

16-30 
30 

-
1,107 
2,221 
3,041 
3,865 
4,719 
6,097 
7,537 
9,097 

11,562 
13,502 
14,812 
16,237 
17,741 
19,267 
20,836 
20 836 1/ 
10,788 2/ 

12,109 
2,298 
3,673 
2,781 
2,407 
3,541 
4,170 
4,998 
4,998 
7,612 
9,782 
5,731 
6,144 
6,629 
7,080 
7,559 
6,451 1/ 

1.000 
.870 
.756 
.658 
.572 
.497 
.432 
.376 
.326 
.284 
.247 
.215 
.187 
.162 
.141 
.123 
.719 
.015 

53,770 41,804 

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

2/ Salvage value at 30th year. 

Benefit - Cost Ratio (157 Discount Rate) 1.29 



Table 7 

COMPUTATION OF INTERNAL RATE OF RETURN, ILOCOS NORTE SUB-PROJECT 

Year Net Benefits 
Dis unt Factor 

i2%7 Present Value 
Discount Factor 

21% Present Value 

0 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 

16-30 
30 

-12,109 
-1,191 
-1,452 

260 
1,458 
1,178 
1,927 
2,539 
3,967 
3,950 
3,720 
9,081 
10,093 
11,112 
12,187 
13,277 
14,385 1/ 
10,7882/ 

1.000 
.833 
.694 
.579 
.482 
.402 
.335 
.279 
.232 
.194 
162 

.134 

.112 

.093 

.078 

.065 

.304 

.004 

1.00C 
.826 
.683 
.564 
.466 
.­486 
.3 
.263 
.218 
.180 
.149 
.123 
.102 
.084 
.069 
.057 
.257 
.003 

4472 -984 

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

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

2/ Salvage value at 30th year. 
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CURRENT CONSTRUCTION ACTIVITIES AND LIST OF PREQUALIFIED FIRMS 

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 contracts 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
 

intention to stomit ,)ids on NEA prcjects. The attached "List of Contractors"
 

shows the contractors prequalified by NEA as well as contractors considered
 

qualified and/or active in the electrification program by the four A&E 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. 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 an adequate
 

number of interested contractors to permit -implementationof 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.
 



ANNEX 6
 
Page 2 of 7
 

List of Contractors
 
Distribution Line Constructon 

Frequalified Interviewed Job
 
by NEA by Clark Capacity
 

1. E.J. Nell 
 x 2
 

2. ITT Philippines x x 	 ­

3. Erectors, Inc. 
 x 2
 

4. Power Consultants 	 x 1
 

5. Romago Electric 	 x x 2
 

6. Electro-Mechanical Enterprises 	 x x 1
 

7. E. E. Black, Ltd. x x 	 2
 

8. Paces Corp. x x 	 1
 

9. Audion Electric Co., Inc. x x 	 2
 

10. V. M. Garcia Construction x x 	 2
 

11. M. C. Er.gineering, Inc. x x I
 

12., J.R.L. Construction x x 2
 

13. Trigon Engineering Corp. x x 	 1
 

14. Citation Engineering & Marketing Co., Inc. x x 	 3
 

15. Phesco, Inc. x x 	 3
 

16. T & D Engineering & Marketing Corp. x x 	 1
 

17. J. V. Angeles Construction x 	 1
 

18. Ultralite Electrical Co., Inc. x 	 ­

19. Salinas Electrical Construction x 	 I
 

20. 	 Zambusman (Zamboanga) x I
 

29
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-'Construction Acivities 
October 1, 1974 

a. Status of Construction Work - Headquarters Facilities
 

Start of % Completion
 
Project Contractor Construction to date
 

I. Capiz JV Angeles Mi'y 7, 1973 100 
2. Leyte United Const. June I, 1973 100 
3. liocos Norte JPD Const. June 15, 1973 100 
4. Surigao Sur EC Estrella Aug. 1, 1973 72 
5. La Union SD Flores Sept 10, 1973 100 
6. Lanao Sur Edmar Const. Sept 15, 1973 55 
7. Abra SD Flores Sept. 1, .973 100 
8. Lanao Norte EC Estrella Jan. 16, 1974 54 
9. Davao Norte GM Tiongco Nov. 2, 1973 62 

10. iloilo VM Garcia Feb. 1, 1974 98 
11. Pangasinan Force Account Mar. 16, 1974 67 
12. Zambales Force Account Mar. 18, 1974 65 
13. So. Leyte Force Account Apr. 1, 1974 33 
14. Zamboanga 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 Mr. 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. Camarines Sur Force Account Apr. 1, 1974 
22. C(:tanduanes JRL Const. July 15, 1974 26 
23. Batangas Batangas Constr. Oct. 1, 1974 

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

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

Start of 7, Completion 
Project Contractor Construction to date 

1. Capiz Audion Electric Oct. 1, 1974 0 
2. Leyte Citation Eng'g June 16, 1973 I0
 
3. liocos Norte Citation Eng'g July 9, 1973 100
 
4. Surigao Sur Audion Electric Aug. 1, 1973 64
 
5. La U.ilon Electromechanical Oct. 1, 1973 95
 
6. Lanao Stir 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 
4011. Iloilo VM Garcia Sept. 10, 1974 

12. Batangas Audion Electric
 

*Improvement of System
 



ANNZX 6 
Page 4 of 7 

C. Status of Construction Work 
- Power Plant 

Start of 
 Construction
Project 
 Contractor 
 Construction 
 J.odate
 

1. Capiz 
 Audion Electric May

2. Leyte Trigon Eng'g 

98
 
May 28, 1973 92
3. Bohol Trigon Eng'g 
 I v. 5, 1973 64
4. *Zamboanga City Trans-Oriomt Engrs' 1'1r ii, 1974 90
5. *CiTcanduanes 
 Audion Electric Aug. 1974 20


6. *Camarines Sur 
 Trans-Orient 
 June 1974 100

7. *Pa lawan Trario-Orient June 1974 100 

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

1. 	Paces Corporation 

Sarmiento Building 

678,Ayala Avenue, Makati, Rizal
 

2. 	V.M. Garcia Construction 

1424 Quezon Boulevard Extension 

Quezon City
 

3. 	M. C. Engineering, Inc. 

121 J. Ruiz Street, San Juan 

Rizal 


4. 	Audion Electric Co., Ipc. 

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 


Makati, Rizal
 

7. 	Romago Electric Company, Inc. 

208 Pilar, Mandaluyong
 
Rizal
 

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

9. 	Trigon Engineering Corporation
 
399 C. Padilla 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-hechanical Enterprises
 
8861-C Sampaloc Street
 
San Antonio Village
 
Makati, Rizal
 

13. 	 T & D Engineering & Marketing Corp.
 
Bascara Building
 
Quezon City
 

14. 	 Salinas Electrical Construction
 
Bacoor, Cavite
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List 	of Pre-Qualified Contractors
 
Eor 	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 Hag. 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 Floo., Insular Life, FGU Bldg.
 
Ayala Avenue, Makati, Rizal
 

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

8. 	Salazar Construction (H only)
 
350 Cebu Road Expressway
 

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

IC 	 J.M. Hernandez & Sons, Inc. (HQ only)
 
547 Magtipid St., Bacood, Sta. Mesa, Manila
 

11. 	 Edmar General Construction Services, Inc. (HQ 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 (HQ only)
 
443 A. Bonifacio Street, Quqzon 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)

Sanang, Davao City 
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20. 	H. A. Santander Construction, Inc. (HqI& Power Plant)

711 Aurora Boulevard, Quezon City
 

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

22. 	 F.V. Carandanh Construction, Inc. (IQ 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 (HQ only) 
Calumpang Road, Cainta, Rizal
 

30. 	 Nicolas Sebastian Construction (H1 only)
Rm 304 Lyra Bldg., 361 Quezon Blvd. Extension 
Quezon City 

31. 	 Guinto-Dimson Construction Cc., Inc. (HQ only)
No. 3 Poinsettia Street, Quezon City 
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Joint Technical Evaluiation aaid Insplction
 

Four inspection and training trips were made 
during which projects
 

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

rural electrification program were represented. Engneera from the four
 

firms, TAP and ]EDCOP, DCCD end AJIA were present for each of the inspections.
 

Represeatation of National Electrification Administration (NEA), Stanley
 

Consulrants, Inc. (SCI), 
USAID and Consultant Earl Clark also participated.
 

Couistrucrion by contractor and by force account were represented in the several
 

projects vi.4itea.
 

Examples of good engineering planning and implementation were identified
 

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

Examples of poor system design vork and poor fivid engineering were noted
 

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

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

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

measuraLly an:d needlessly. Acceptable alternate types of construction were
 

suggested.
 

Examples of construction 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 services 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 AE contracts with the cooperatives
 

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

they accordingli 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 contrnctor on the La
 

UniQn pro icts were observed and discussed. The contr;,ct , hLW neglected 

to ground All conductor6 on the section of line on whicl hl!; crews were
 

working ai men
his were not only working without cheii safety belts but
 

also exosed themselves to great danger by standing on 
top of crossarms.
 

in addition, the cooperative had opened the switches feeding the line the
 

contractor ,,s working on but neglected to tag the circuit to prevent .someone 

from Uccicoalyenergizing the line.
 

The LEA oazfety pro 6 ram was 
 discussed. The need to 
have the participa­

tiori 
of the A&L's in this program and to bring the safety training down to
 

the indivi.duai employees need
who i c the most wds :ecommendud.
 

The above observations 
 reflect the shortcomings of the Aa. s of ilhich
 

there cire many. 
 however, the attitude of the iepreLentatives *ittendinp the
 

inspections was very good 
 and they have learned a great deal. about what is 

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

had been wic(ely recognized as substandard recently made majora reorganization 

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

the serv.ce . which it renders. 

The attached reports prepared by Consultant Earl F. Clark, contain 

additional uaat.:iled information that is representative of the findings during 

the four inspection trips as aswell retommendations for corrective ac-ion. 
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TO :Mr. Ii.L. aker, CD DATE: October 1i, 94
 

FROM Earl F. Clark, AID/W O..L --

SU;JECT: Inspection Trip to 
Ilocos Norte, Abra and La Union cooperatives
 

During Lhe period from September 30 to October 2, 1971 
inclusive, an
 
inspection of the electrical systems of the above-named cooperatives
 
was made by the following persons:
 

V. De Vera NKEA
S. Alatic ._ NIEA 

Louis San .ng 
 N &ECA 
harry Baker USAID 
Earl Clark AID/W 
John Leavirt Stanley Consultants
 
Gordon Roy I
,t
 

Consulting lirms 

L. Gutierrez 
 AWI%
 
L. Trinidad 
 EDCOI
 
B. Laset 
 EDCOP
 
R. R. Camba DCCD 
R. Del Rosario DCCD
 
A. Rayala TAP
 
B. Chee 
 TAP
 

Inspection of Ilocos Norte System 

General
 

The system consistz of approximately 80 kn of newly constructed 7.6/13.2 KV
lines served by 
two 5 mva 69/13.2 i-v sibstations, one at Tangaoan and the
 
other near Marcos. ,qatioial Power Corporation is serving both sabst't%,)r:s
over a single wood pole type .r'an;wissjon line which 1S presently cper&Ln; 
a t 13.2 kv. BPC will raise he traLismission voltag ') kv TI5cto s son 
certain parts are received from Japan Lo repair the transfon.ier at L:ie
Marcos substacion. 
The project engineer is Trans Asia and the coristructioi
 
contractor is Citation.
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mlaintaining the system. major.factor in,'oierating and

that In retrospect Stanley Consultants and TAP ,agree
an error was ma~d'e initially in not insisting that ample cutting and
trmig rights be obtained.
cooperatives. This lesson is being applied at other
In this case i.t will undoubtedly have to be worked out
slwyas thethe 
 oftv' endeavors to improve 
the quality of service and
 

The system was constructed with surplus, reparations and local materials
and the construction crews were not able to
in all cases. follow standard specifications
Because of a lack of certain materials, improvisations were
made,''some of which are unacqeptable o 
 on e'm basis.
problem was connectors of assorted sizes and types. 
The greatest


type connecjors and hot line clamps have been used on 
As 
aluminum 
a 

conductor.
 
result copper
 

-In 
 other cases"Ithe connections are made by wrapping one conductor airound
the other resulting in poor joints.-- a source of
television'interference. adrdo0orso
A supply of connectors ha, been received,,from
the tJS. and the cooperative hao begun to-place the Woper clamps on the''
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There are numerous instances of impaired clearance of service wires over.telephone lines, 
 Somne of these 
telephone lines may be abaxndond'but'i

check i Ousr-be made ofeach case to 
 void the possibility of impressingn
high voltage on these lines, 
 Some of these clearances'can be corrected
by attaching the service higher on the house* 
 Others will require the
 

C~installation 
 of a lift pole. The consulting engineers did not seem to
any interest inothe system lying outside ofh.their form~ally 
 escibe
scope ofwork; consumer services is one such item. Although rhe systuminspection was made at selected areas only, 'there were instances noticed

where the consumer's meter was not grounded. 
 These Are "A" type basemeters and, 64 1 not designed for easy grounding. Itwas agreed that this
deficiency w~ould be corrected by running a ground wire up the side'of the
I~JuidngbCCt and attcig tt h service netrl 

C 

Aluminum ground wire on the pole was carried down into the earth and
attached to the driven ground rod. 
 The aluminum will corrode quickly
underground opening the system ground and causing a dangerous situation.''
This construction deficiency is very serious and should be rectified 
 -* promptly.-


Transformergzinding loops are not properly installed. 
C'
 

There a.re 
numerous instances 
6n w ich the, overhead guy is not bC
 
C+ 
 t he pole ground;down guy. in other cases theoverhead guy is not bonded toje
'eC
A chor bondingwedges 'navebeen omitted in most case's .beZc-u'seC
they were unavailable. Thesie-bonds should be installed 
 cas
6 enC'as"Possf )C0 

CC 

C 
TheCTangaoan subst'ation is 
a Japanese designobtained from reparatibn funds.
 
ItC~CC~T
* was obvious that the'substation was ntWejlto_,build double locate'd, I nca circuit feeder C J..aG, s5yy
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the A&E had staked a long span from hilltop to hilltop which met all

design requirements for aistribution construction. The manager ordered

the contractor to add an "H frame double deadenad structure in the
bottom of utie ravine cutting the proposed iong span -pproximately in
half. The structure was totally unnecessary and increased the cost of 
the line considerably. It also introooces uplift on the additional 
structure. 
Additional construction shortcomings were noted similar to
those discussed for Ilocos Norte. 
Gordon Roy of Stanley Consultants
 
states that he has given the cooperative manager a detailed list of
construction deficiencies which, up 
 to this point, has been ignore(.
In order to focus 
the manager's attention more sharply on construction
 
errors than a listing of defects could do, 
we Look him along on theinspection tour, pointed out numerous defects and explained the danerous 
Jituations that result therefrom. 

I believe that the general manager was a bit embarrassed to have his
 
system inspected by such a large number of people from different

organizations. However, I also believe that it may require the "fire" 
encouragemens of to the syste.!,NEA get Abra defects corrected in any
reasonable length of time and what's imore important to be sure they are 
not repeated as force account construction prcceeds.
 

Inspection of La Union CooperativL ystem
 

An inspection of this system was made on October 2, 197z. The cooperative
is attempting to integrate take-overthe systems as r.!oidly as possible

and has a construction contractor, ELjctromechanical "nterprises doing

the work. At this stage there is very 
 liutle construction done but we

did notice socie conmtruction errors are made brought
tiat bein , and theri 
to the attcnt on of Lhe engineer. The ou>. iansu, ssue on this p'Zoject

is safety. We founa that while the switchies cont',iy~0 the line iein,

worked on by the contractor were opened at Eh. SUDSctioLn, they were ILLt

tagged. 
 The cooperative construction superintendent felt protection wasadequate since no one could get in the substdtion but !himslf. This is
 
not an acceptable wa/ of safeguarding wori-in. crews. 
 The contractor dd
 
not have his .en working between visible system grou:nds c:hat woula

effectively ,round ill phase conductors. Ncither the cooperative nor the
contractor haad any grounding clusters. We the ­aot-ce6 contractor' :en were equipped safety belts butwith tiey were not used and the men .jere
standing on top of the crossarms on the Doles. 'There no reason forwas
this. Actually, all cnstruction work LLan be done when Uelteu!-felyoff
below the crossarm. While one expects to see -:'ore safety vioations
performed by crews bycontractor than silaried cooperative crews, tLiis 
type of gross violation should be curbed at once since it may influence
the cooperative's own crews. 
 The TAP resident engineer was not at the
 
construction site as 
the work proceeded.
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The construction of the headquarters building and warehouse is good and
the yard is properly fenced. 
 However, there is 
a stream (intermittent
flowing) ttL 
 has eroded up to the boundary fence and taken out 
two of
the concrete posts. Imnediate remedial measures must be taken as 
the
headquarters building itself stands only a few feet away from this fence. 

'2:e substationa is a Japanese design obtained from war reparations. Ithis many of the shortcomin-s of the substations at Ilocos Norte. Inaddition the meterino equipment and alarm system have not been instai1,-d.Spare parts including fuses are not available. We noticed in the ware­house at 7lcos Norte that there was a large supply of spare parts.

2ence, the trouble is a maldistribution of the spare parts that caine
with the overall substatiun shipment. 
 There was no instruction mar.ualavailable for this very complicated substation. 

The superi ntendevit did not have a copy of thebook. NEA standard specificazi-onThe only available copy belonged tc the manager who made no use 
of it. 

General Remarcs 

1. NIA is proparing a supply of grounding clusters made of oddsends of aterial available it S'ngley for thle 
aad 

cooperatives touniil a supply can be obtained from the 
ise 

U.S. 

2. The sccpe of the NEA contract with the A&E firms should be brc,,dendto make the AUE responsible for all slaking up to the consumer's 
meter. 

3. NEA should review The inventory of p .re pa.s t came witaJapaneL suibstr iaa,; the
and wiake an erquitable si' I u tion of tiie:.. 

4. NEA should ,make a determined effort t, see .iac ,ch cooperativeand conuractor worikLng on cooperative jobs h,,z; an adequate suaplyof the :staidard specifications books and insist tiat all consLrur'tion
be in stcict conformance with them. 

Atached to this report is a copy of t, , report prepared by MIr. Cordon S.Roy of OtanlIcy Consultants, Inc. coverli, tLe inspcction trip to the

northern Luzon cooperatives.
 

Attachment: Copy of report prepared
 
by Gordon Roy, Stanley Consultants, 
 nc.
 

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

C&R 
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U. L, kke.~,~,rs 
 ctober 16, 1974
 

Krl F. Clark 

Xmaepton Trip to Leyte CoopeattVe
 

During the period October 8-9, 1974, an Lnspet of the elactrLcal system
of the above-mamed cooperative WeS m0e by the folloviaS peopla: 

V. Do Vera 
 NMA
 
S. Alatics VIA
 
Ray Shoff KRWA

Harry kker 
 [MAID
 
Karl Clark AID/W

John Leavitt 
 Stanley Covultants
 
rave lbta 

Conault guZ Miu
 

L. Gutierrs AWIA 
L. Trinidad 
 EDCOF 
B. Lasec EDCOP 
L. Mantaring DCC) 
C. Abri1 MDC 
A. Mayala TAP 

The electric system consists of approzimately 180 km. of ewly cmatruc­
tod distribution 1ln. 10 unit 4.4 MW
a namppLti rating dLesel gonertiag
pLL ., using surplus equipment from Okinawa &ad n 5 WA 4.16/13.2 XV step-upsub-station loatad at San Roque. In additio r.the cooperative took over a4 M awmplate disel plant and the electric Jistributiou systas in Tacloban. 

BHeadmwraec and Warahopusg 

The headquarters building and warehous are located at San Roqueadjacent to the powor plant on an adequately sizo, zad drained sit*.quality of construction is satisfactory. 
The 

The warehouse is equipped with
sufficiten bins and has etough floor space to properly store the required
iwwentory of hardare and equipmeit. 
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Geattnm Plant at an .koau 

The pleat was coaitruc ted by Trigo. Kglaeerig Cerporatlo. of Cebu.The coopratit.. toa "ly the svratiaS equint that it Vt from
Oklim aMd ttu., contractor was to supply the 
rmining material and*qi~t. 
ry. 

He wase also expected to repair the diesels and600,a Uikftrtunately, gaeraters asthe contractor's bid for this work was toolorw ed the specificaLionsa were too vague resultingcoatractor to economize and oth&rle, 
in attempts by .La 

recoup his losses.to fabricate an owrhad brL' . 
- ) attated 

;rme vhich a not acceptabl i,engaier. The crane ha the4w bmw deleted fram hi.s contract. TheCooperative plans to build a porteble crac to service the &=Sae.Tbere is a shortage of ports to
coolers 

repair the diesels, the evwportiveand the switchbtards. 'ne watr well theat plat aaaccepted. 't h contractor is reputed to be 
eAt b.n 

one of the met knowledg abloin the Philipines on diesel pleat&,&d yet he has bid the job so low that hecannot do a good job. 

San iBubatAtijo
 

The 5 WCA 4.16/13.2 
Kv stepup subaticon is built on on aqply &dLeplot adjacent to the plant. It was obtainedprovid, the clearances abov 
from Japan and 4ome notground that are considered necessary by U.S.stiidards. 7ha contractor constructed the substation without
contract ano Lmistalld completely only that portion 

a specific
 
necessary to feedoutgoing c-*- it. oneThere are axtra fus"g, witchea, lighting arrsters,otc. in the wcdrhouse 

before they lost. 
and storage yaru which should be installed at oncekr brokeu or divurted to soma other lscatia.
 

Auffici nt spica 
 is provided in the aubstation ya-d for the pronosed69 Xy stepup riibabtatLon which will serve ch oouthers Leyte Cooperative. 

TLe diatributio systew us inspected at velected locatioms and maydeiictelioiev were noted. The distribution line parallelsline a tolephouefor several kilowaters soMaja should be elf-Anated closely that C? y are in structural conflict.by Soinlg to joint u~a of the pol -am or bymoving the tolaphone across the highway. Othr deficiencies noUtd were as 
followat 

1. Down guy ard anchor not installad to hold overhead stub pole. 
2. Transfower grounding loops not properly installed. 
3. Section of line installed without armor rods. 
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4. 	 Ms37 electricSl COMnetio d" by spliciag instoad of with 
,proper tonaetors. 

5. 	 ludequato clearance of haidare from ground wire. 

6. 	 Use of cocotait tree for service support pole. 

7. 	 Inadeqate clearace of lines over 4ishway. 

8. 	 Uso of wrong pole top esz~ubly and pyi for line &"I&. 

9. 	 Polea out of aligvmmm. 

Taloover SYst&U - Tacloban Ckj'rraj no ! lat 

This di/hel generating plant v3 recently taken over by the caoiarative. 
The property had been under-maintained W the previoua a'mer to the point
that it is allot inoperabla. Engines that un caa barely reach bal of 
naimlate rcting. The plat; canot carry thij p load r iiltin in olack­
outs doatcnt during the evening. O the 4uveaing of October 8, 1974, down­
town was blacl ad out frm 7C-8:00 wA rmi 9:00-1000 p.m. With proper
repair parts now on order and a wajor oveLkul of the cooling towers, the 
plant wii, gain 2000 KW iu capability. This will bo enogh to carry the 
current peak but will not permit the sddiotL,' ot mach new loaS that vill 
materialise when a reliable power source riit. At present the satire 
plant is ninnured because of a great deal (7 wa oil which is lyiag
around closa to the plant, cooling towers, etc. Th cooperative is doing
Ito 	beat to "aang onU until wanta aace cam be un-takan. 

The wi&W, Jackts are coolad by wal vacz- v-.ahout treatamt. The 
line cvru he jacket -jlls and ag&gravatos 	 overheating problem. 

TaclobAn ~a~bi~ ln 

The cooperativo racently took over this p , and so has not had a 
chime to improw it. Hiwer, tha oyate= i .t defactiv, that rmdiol 
actLou &"atact bo dlU-,4d. Distribution iUr: run over aignboards so 1w
that anyone touchn L th= could asily got ei:trocutad. CLuarance between 
electric and trciphone liaos is iuadaqua-, in countless inatanicen. The 
clearances from roofs and rQsidence windwi. are grossly inadequate. Tress 
have Vown into the lines everywhere. 

Cove~diIteps GrozR Discuso 

1. 	 The AE' tressed the need for th, cooperative managers to make 
every effort to got more generous claaring and trimmin rights 
so that adequate claarance between trees and coonctors can 
obtained. 
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2.As & result Of the Problem which aris, withlarge ixuzg;riaI and 	 taever properties,,comercial load&, voltage prblms, systemplaw.ing, etc. there is a need for 	a retainer type A& contrectcalling for "pay as the 	tasks are perfoimned so that the requireitechnical expertisi will be evailable to the coopaertive 
cotinu g basis. 

3. 	 A mmabor of cooporatives have cmatructad lines3. Smentingplants, headquarters facilitia, etc. but the jobs haw not benclosed out. It is necessar- that the enziner and the 	cotzactormak every efort gotto a &Zroo upon aet of final documetsand couplet, the u rk in a isatisfactory wmer as sco as pos;bleso that the joba can 	 be clos"d out and the property properlyup oa the cooperative's books. 	
at

In the case of closin out contractsfor 	buildings. aubstkationes etc. the MU Lulletin No. 16 appliasad 	there is no problen if the procdure contain" thbeismfollowed. In the case of li" construction, the 
ire 

last paragraphof Bulletin No. 16 could be applied
It 

but it is not being M"d.would certainly he advantagous. to close out 	 large projectsin seettaus. 1t is also coweivabla t"t when it becams "air­able to incroase the scope of 4a axistLiZ contract, the originalportion should be clocd out. This twil& kep the "ork 
pogres " account down to an acceptable amount. 

in 

4. NRA .Yhuld issue & oullatin covering £or=.ta account cocastructooIt abould require that the deign haw ie apprvl of the ALEtho. t a work b ttaked 'by couetert tcicla. Lhat proper
MaLii 1be um. j P~h the 	NZA 
 artocses thatfollayed,

tM~~wkA ix do., a ordwci wirJ, ,oper aafety procodarzss,and 	that &&quato records be kapt &G tAst the proper entries "ab4 a in th* coo~ierativa plant 'ccounts. 

The 	new maza.er, Col. 21ores, 
 ,eemco 
have a good grasp of the problems
that this coope.-aLve faceu and has alreacy begun to take steps to remedy

some of the more serious difficulties.
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P .lipneYoder for the Development of Rural Electric Coop)erativeoCol. Pedro G. Dumjol 

General 

1. 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 can­not continue providing service for its members if it is continually
losing money in its operations. 

2. lnefore any electric cooperative is formed, studies must be conducted
 
to determine its feasibility. The cooperative must be able to 
coll-ct
sufficient revenue not 
only to cover its operating and administrative
 
expenses; but it must have some margin to pay back its loa. and tc

finance minor expansions of its system. 
The cooperative must of course
 
provide adequate, reliable and low cost electricity on an "area coveraLge

concept."
 

3. In th2 determination of the service area of a cooperative, thE primary
cosderation is 
"size" The elect-'ic industry is highly sensitive tc,heeconomies of scale 
(the bigger the 2-lectriL system the more 
eff1ciel:e isits operations). The area to be services bemust big enough that tiie 
revenue justifies the hiring of quaLified managers and the 
-etting up of 
a maintenance unit to insure relialle power. 

4. The cooperative is s'Iso a social se::u. To succeed it needs thecooperation and assistance its members.of The members must believe that
the cosperatiw -engs to them. In this aspect the distance of the
 
coorcraLiv h--dqua ters from 
 its members is an important consideration.

The tnrefox, must nou be too 
large so that the headquarters
7s net coo remote from its farthest members. 

The "Area Cover&-'" Concert 

5. The "ure: ccv!-,rae" concept in rural electrification simply stated
 
means 
 that the >ectri2 cooperative i ,uound to proviae service to any
person requesting connection within 
 its service area. It must co, ermha­sizec, however, ".at while it is one o..' r, 4rmary 
 goals c: eectriccooperatives. t,: provide1 electric service cc all the people Living i. its

service area, the cooperative must construct 
 lines to remote the sparselypopulated areas 
at such a pace that the feasibility of the total system
is not Jeonardized. 
 Lines to remote areas 
are generally uneconomical.
 
The revenues 
fr:om such lines are not sufficient to cover the cost of
power, the administrative cost of reading the meters and collecting thebills, 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 axgument Can be refuted easily b the sociologist but there is an
economic ratiorale for "area coverage". The economy of the urban 
 centers
is depe-ccit upon the economy of th: rcural. areas. If rural electrification 
will enhance the economic development of the barrios, then the income of
the 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 argsed that the postal system is 
illo­
gical in that it charges the same postage irrespective of the destination
within the country. It costs the same to mail a letter from Quezon City
to Manila as it does from Quezon City to a barrio in Cotabato. Certainly,
the costs to the postal system of delivering these two letters are dif­ferent and yet the nostal system charges the same postage. The ration­
ale is that communication is conidered vital to our economic and social
well-beir sund it 
 will redound to the benefit of all if communication is
 
encouraged among our people.
 

8. The lii s tci the barrios which now are uneconomical will, in a few
 
years, b<jcome economical as the area develops. When this happens, these

lines will heLp subsidize the construction of other lines until finally
 
we have attained total electrification.
 

The Size of an Electric Cooperative Area
 

9. In General, 
a cooperative area should cover fron 5-10 municipalities

populated by some 100,000 - 200,000 people. 
 The area must be contiguous a:.d

the dialect spoken similar. Furthermore, t'- farthese 
customer of the

cooperative must not be more than 30 kms fr--n the center of load of the
 
system.
 

10. 
 The crituria of 5-10 municipalities with a total population of from

100 GOC ­ 20,000 people is primarily economic. Our initial feasibility

studies indicated that this is an ideal size for the Philippines. On the

other hand, the presence of industrial, comercial and agro-industrial

loads in 
an area will permit the reduction of the required minimuM size
 
correspondingly.
 

11. 
 That the area is contiguous and that the people there speak a cor.=cr.

dialect is primarily a social consideration. People can be epect -d Trjcooperate better if they are near one another and if they speak the 
same
 
language. 

12. That the ±rthest customer will not be more than 7) kms f'rom tne load
center is both an economic and social consideration. The 1i,,tributirrj vl­
tage for the cooperatives has been standardized at .,800 voltn ari ,,' ka,is considered the maximum length for such distribut-on lines or the [dsir: of 
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economics. Also, because of the condition of the roads and the trans­
portation systems, 30 kms is considered the farthese distance a member
 
should be from the cooperative headqua-ters.
 

Feasitbility of a Cooperative
 

i3. An electric cooperative is expected to lose money in the initial
 
years of its operations. In general, however, its revenue at'ter one 
(i)
 
year of operation is sufficient to cover the cost of administration ana
 
operation. A cooperative to be "feasible", however, must generate

enough revenue in its 7th Year to cover hot only the 
 (ist
of operation

and admi.istration but also the amortization on both capital and interest
 
of its oan.
 

14. The suven (7) year constraint is in consonance with R.A. ro. 6038
 
which limits the grace period for payment of loans of cooperatives to
 
seven (7) .
 It is believed that by the 7th Year the cooperative

should have developed 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 of total
 
electrification. This implies that service will be provided to all persons
 
desiring such service.
 

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

a. 	Establishment of island grids and the integration of power
 
genera ion.
 

b. 	The consolidation 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 electric
 
bill of a customer. The cost of power is highly sensitive to 
the 	economies
 
of scale. 
 The 	bigger the plant, the lower is the cost of generating cne (i)

kilowatt-hour of electridity. The integration of power generation also
 
reduces to a minimum the total spare capacity required in the system.
 

18. The distribution of electricity is also sensitive to the economies
 
of scale. The construction and maintenance of lines can be better planned
and programmed when the service area is large and not constrained by poli­
tical boundaries. Like power generation, big distribution cytcms can 
afford more capable management that can program expansion and mainterance: 
requirement. 
 Hence we can expect large systems to provide adequate,
 
reliable and low cost power.
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19. 
Unless the area coverage concept is adopted, total electrification
will take a long, iong time to attain if it can be attained at all. If
lines to sparsely populated areas will be constructed only when such lines
are by themselves economically feasible, the distribution franchise
operators must wait until the area is developed before they will extend
service to the area. The distribution franchise operators, however, should
build these lines 
as soon as the losses from them can be reasonably absorbed

by the profitable lines.
 

20. 
With the above concepts in mind, the following are the accepted poli­cies in the phasing of construction of cooperatives within a province, a

region or an island.
 

a. 	The initial cooperatives to be formed will be developed in such
 a manner that it will fit into the over-all plan for the elec­
trification of the province, region or island.
b. 	The cooperative area as much as possible will represent the area
 
to be serviced by a load center of the grid. 
This implies that
plans should now be prepared for such island grids and the loca­tion of their load centers identified.
 

c. 	For cooperatives that will initi.ally generate their own power,
the cooperatives relatively close to one another should try to
share a power plant as much as 
possible. For example, the power
plant for Capiz should serve not only Capiz but also Aklan, 
The
power plant for Iloilo should, in addition, serve Antique. 
This
also implies that the transmission lines from Capiz to Aklan.and

from Iloilo to Antique must be so designed as to ultirsately form 
part of the Panay Island Grid.d. 	 The f'PC has adopted a policy of providing service onl/ at ( kv orhigher. 
This policy greatly enhances the consolidation of small
franchise systems that 
can 	be served by a load center.
 

The 	Phasing of Construction of Lines Within a Cooperative Area
 

21. 
While the feasiblity study and the Archietectural and Engineering plans
of the electric system of a cooperative include lines thru the ooblaciones
and 	all the barrios, 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 of the lines within the
p-blaciones and the 	main ines (trunk lines) connecting the poblacioneswith the power plant or substation. Phase one 
(1) must be so implemented
that once sections of the line are completed, they may be ernerilized im­mediately. Construction, therefore, should start from the power plant/sub­
station leading out.
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23. In genera], phase one of the project will be constructed by contract.The iA/coopeiative will furnish the materials including the poles. Thecontractor snail construct the distribution lines (both primary and se­condary) while the cooperative shall install the service drop and the

housewiring by forced account.
 

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

25. 
 The extension of lines to densely populated barrios should be done
after phase one (1) has been completed or even just before phase one is
completed. This will be undertaken by force account. 
 The cooperative
must form distribution line teams. 
 It would be desirable if the linemen
trained by NEA/i!PC/NMYC be initially employed by the contractor of phase
one 
(i) and as phase one (1)means completion, these linement will ,e
able to form the Cooperative Distribution Teams.
 

26. The criteria for the priority of construetio:- is discussed in dtJ,ai.
on page f. As soon as the constructin 
ocf phase one (1) is startel,cooperative ri1 initiate the establishme'gt of a 
the 

priority for the construc­tion of the subsequent 
 lines. From this priority list NEA will apprcve
the lines tc, be included in phase 
 two (2). As soon as phase two (1) instarted, the cooperative shall submit their criority for -phaso three (3), etc.

TIo insure an 
orderly implementation of the diffcrent phases of construction,
materials, labor, equipment and funds must be vaiiable to the ccoperative
at the right time anl in the right quantity. hT-F4 and the cooperative must agree on the priority list early enough tc provide sufficient tirfe
planning, orderint for
oi materials and equipment, funding and finally or­ganizing for construction.
 

Priority of LinesforPhase Two (2) and the Sus cont Phases 

27. As soon as phase one 
(1) has been started, the cooperative should
start 
on the preparation of a priority list Jr the construction of lines
 
for inclusion in phase two 
(2).
 

28. Each Line (lateral) extension to a barrio or group of barrios must be

analyzed in Terms of the followihg:
 

a. right of way

b.. economic and social factors including:
 

(1) 
number of houses that will actually be servedi
 
(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 ROW. 
Furthermore, of the lines considered for construction in phase
two (2), priority will be given to lines that will supply more houses
 
and/or house equivalent per km of line.
 

30. The 
 amber 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 tne service lines are constructed.

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

In 

31. Each line, therefore, will be rated in terms of houses per in and
the lines with the higher index will have higher priority in corstri,(-tjon.

The determination of the index number (N)may be expressed in the folowint,
 
formula:
 

H+H
 
EN = 

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 kms.
 



Annex /9 
Pagel_ o _ 

Phi 1ppine Economic Situation 

RIcent Luonor.ic [acvelopmnts 

In he past t~wo years there has been a sharp increase in th-e 
level oL u.concAnic activitygn the Philippines. 'ihe grawth in real
 
LN7P, which had been about 5-6 percent a year for mre than a dccade,

doubled to 10 percent in 1973, and is estimated to be about 7 per­
ccnt this year. The strong recovery in 1973 was led by the international 
commodity bcom and resultz-nt increased export incoc.vms in the Philippines
by a strong recovery in agricultural andindustrial production for theu 
domenstic iarket, and by an expansion in public and private investmeMt. 
Underemployment and uinmployment ranain quite hijh, however, and in
 
ccxr,.on wi.th most other countries, the rate of inflation increased
 
appreciably i the past 18 months.
 

The aqricultural sector grew by 7 percent in 1973. Rice product­
ion in cro; year 1973-74 increased by 23 percent over thi-e level of
 
the previous year when flood severely affected output. This increase
 
has been mainly due to favorable weather conditions, increased. use of
 
fa7,rtilizLrs, Moc-e su)evised credit and increased investments in
 
supportij-, jrral services. The Goveiment has moved ahead wirh its
 
progr:n: of aqrarian reform for the nation's one million rice and corn
 
fami temnts. By mid-1974, 176,000 lEnd transfer certificates had
 
been issued, mainly to tenants on the larer holciings. The Govrnr~nt
 
ram horjs to issue certificates to all ien r-s on facm',s above 24
 
hectares. There is a strong prima facie for pressing ahead withi
case 

the program in the 7-24 hectare farm size range. ihplementataon

belai the 7 hectare level will be extr-ely difficult and benefits
 
less obvious, in vic!, of the nunerous owners and tenants and srall 
parcels of land held.
 

The in6',tria. sector gra.\ by about 12 "_cc-n in 1973. ,K:­
*cdi]Jtlo--.I dca;tri-'i e.Corts, ,.nice hay 
 ...
 
: estimated to have doubled in 1973 to ahouu $200 million. 


a.. s
 
ickever,


industrial exports have been =ffected by the rect sl,,dci in the 
economics of key trading partners, and earnings are expected to level 
off this year.
 

'The grloth in production was also assisted by increased ;i:uiic
develolp.ant outlays in 1973 made possible by a siqeificant ;r.......... 
in the financial position of tTe Goverment. The ratio of :ulic 
investment to QIP is currently about 3 percent cx--cared with 1.8 ocr­
cent in FY '72. The Government has Lmplemanted a scries of long
needed tax reform and inprovemnts in tax administration. As a 
result, the ratio of National and Local Government tax revenues to 
GNP has increased from an average of 9 percent in recent years to an 
estimated 12.4 percent in FY'74. 

http:ccxr,.on
http:Luonor.ic


Annex 9 
Page 2 of 7 

Righ prices for the P]hilippines' chief exporLs, including coconut
 
products, sugar, copper and wood products, were largely rer onsiJ)le

for am increas-e in merchandise receipts of aln-ost 70 percen'L in 1973.

International reserves rose by about $600 million during the year and
 
stood at $876 million, equivalent to about five months of inports, at

the end of the year. Hoever, since mid-1974, a large trade deficit
 
has appeared, largely because 
the growth in export prices has moderated
but import prices have continued to rise rapidly. Because of the very
rapid gravth in export income in -:he past two years, and continued 
good dcebt management policies of the Goverrzrcnt, the burden of mdium 
and long-term debt: has declined draatically. The ratio of debt serv*ce 
paymentq to exporL-t receipts has come dowrn to an estimated 15 percent
this year, compared with a high of 27 percent in 1971. 

In the latter part. of i973 inflation emerged as a major problem.

Since mid-1973 consurer prices have been rising at an annual rate 
of
 
irore than 40 p ercent. This has been caused by the large increase in
 
liquidity since thae export boom began in 1973, and by a nuit-er of cost­
push factors, 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 at a
 
cost of about $230 million c.i~f. When the energy crisis developed
late last year, the Government moved quickly with conservation measures
 
to reduce non-essenLial consumotion. In 1974 imports of petroleum and
 
products are lJkely to be about 71 million barrels 
at a cost of about
 
$780 million c.i.f.
 

The Government has decided to accelerate thze deveic-i-ient of local 
energy sources, especially hydropower and geoehernml energy. Supple­
mented with nuclear energy in the 1980's, total d and for energy is 
extected to grow at about 10 percent a year, and even with more rapid
dovelopmcnt of natural power sources, petroleum wouLd still account 
for nore than 90 percent of total energy needs by 1980. 

Growth Prospects 

The abrupt deterioration in the external terms of trade since the 
middle of 1974, and the recession in the 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 employ­
nnt has expanded appreciably in the past 18 months, there is still 
widespread unemployment and underaployment. 
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Priority is being given -,-o expanding food prcxuction for thedoiisLic mlak(t, to expanding export production and to accelerating
devolojxat of local energy resources. In 'Jie case of export

production, tte Government recognizes that the incroased cost of
petroleU and oi--er 
inmrrts cannot be financed indefinitely byborrowing abroad. It is actively encouraging both local and foreigninvestors to expa-d the productive capacity of export industries
to undertake major nc imTort-replacing invest-rmnts. 

and 
'ihe Goverrmnant

is seeking increased support from the international financial

coranunity to help carry out its development prograrm and to ease ad­
jusbhnnt to higher 
 txol'eTi and other import prices. Because of thesub t atma] irprovemfnt in the cxernal debt burden and international resuerve position in the pest 18 months, the Philippines now has the
capacity to borrow externaily larger amounts of capital in support of
 
its develol-nent program. 

Maintaining a GNP growth rate of about 7 percent a year in realtern during t e next few years will depe>nd heavily on the bhoyancy ofthe donestic market. The prospects are for continued (extnsion inagriculture, with a 4-5 percent increase in production in the \'earahead. Continued enarsion in public and private invest-rent demandshould help sustain industrial output expansion. Incr ase... i-vestrentswill be needed in a wide range of consumer and intermdiate goods

industries.
 

The increased size of the domestic market and gra.:ing export dcmandwould seem to justify a wider range of i,estaents duri~n- the latter
part of the decade in large-scale, capital-intensive industrial projects,
particularly Ln meneral-based processing industries where long-term
cc parative advantage -ay be strong. A niz-ber of big projects are
proposed in mining, wood processing, fer-tilizer, steel and shipbuilding,
which are likely to push up the private investment rate from rc'entlevels of about 16 percent of GTP to perhaps 22 [x'r -ot by the latter
part of thu- decade. A substantial amount of thc need:d
*inds for theseprojccts '.:uld hav. to o,-e from -xr.al- soerces. ..e .

individu a_ cOst of tLuiy of thorm will 
 exceed $,>, on, Co.itatve

Group members can play an important role in helpn,- ti'e Governmant to
obtain suJtable co-financing arrangements, both wiri: bilateral part­
ners and with the private sector. 

The public infrastructure program that was a-;proved last yea:r,which called foroutlays of about P12 billion at current pricus
FY '74-77, has beco,,e outdated because 

in 
of the s'zhsczuent ranid inf'ltionand by changes in investment priorities as arresuit of the enerqy

crisis. A nCw prograam is being finalized, with corDe erphasis on­developing nuclear and indigenous prxer resources ana on irrigation,feeder roads md other projects to suppxrt increased food ant. exrort
production. Public investrent is likel,,, to increase by about 15 per­cent a year in real terms so the ratio of public investrent to Q Pwould rise from the present level of 3 percent to about 4 percent by
1977.
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The)dawstic savings rate should riso from an csLi1aVItLd 19 i~w'it 
of GNP aL present to porhaps 20.5 percent Lv 1977. tForiTg savijLgs
(i.e., .curc..nt account deficit in the balance of payniits) would
rise from: an uir. t~j1 2.5 percent of CVP this year to about 4 percontin 1977. 'This forci.n s.ivings gap vuld clc.ine in th(e latteUr part ofthe ,v,Las t1e proposed investnents in now axpxurt ud ici r-r.I.Icinq
caxicity 14gin to bring results. 

T-'Balance of Payre 

M2rchandi..- export receipts are projected to increase by a total
of aL>out 30 Ixercont in the next two years. import payments are
projected 	 La increase by a total of alms' 40 	 percent in the same
period, L-icld.Ug a 30 percent iTcreasa in prices. Under these
assuixption;, the trade deficit would rise fram an estria-ted $680 million 
this year to about $1,250 million in IJ76. 

Actual and Projected Merchandise Imports
 
(f.o.b. million $) 

Cormodity Group 1973 1974 1975 1976 

Total 3,200 3,960 

Cereals 
Other consumer goods 
Petroleum products 

112 
172 
188 

194 
275 
724 

190 
330 
330 

150 
370 
950 

Other raw materials and inter 
mediatps 

Capital goods 
634 
491 

1,216 
791 

1,610 
1,000 

1,930 
1,210 

Source: 	 1973, 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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1975~ ~ ~ 77'. 8489.,7isopoecin
 

Ncera F0inaex 141265294 

Tefm the pojections of.exo9,8. ot8ndetralt~soft~ 

weri eteralized,o the Philippines;would misioetit~J oeg 

to covar:j capital inflow of about $2,340, million during, 1975 and 1976 
:the current account deficit' and mediumn and long-termn loan repayirent.. 

Direct investment would provide about $190 nillion of this.
 
(2 ~Groater use of sho2rt-term trade financo is expected becaus~e of t~~
 

>-increased oil hiL-ort bill and generally higher 'levels of i~ports. ~ 
net infla 'of about $480 willion would be in line ,with the increasce> 
in the value of trade being financed. About $1,080 millio61<could'be-N 
expected from supplier's credits'abd other> madiumi and "1ong-term--lo~ns­
to the private and-public sector, including about'6$280. m-il3ioh' frOmV> 
project loans extended by Consulta1tive Group s. , The balance', 
"of the reqiuiredcapita1 inflow of about $180 na.llion ii 1975j-and,, 10 
million~ in 19 76 would have 'to "canefro' other'borr'ciings "Lh C1eitetI, 
Pank could finance the entire: deficit' by' shr'n~edt~rtr ora 
,.h i m' "tiii, even Iinr ~ea sing, the le iona1 es ror 3ve1",of inter 

-Net re e oee..Wudbengiil 6. 

,i, 

1 
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The recent important gains in reducing the exte 'nal 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 guods im­
ports which are projected to reach $1.2 billion in 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 inflows on the capital aczount 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 Ba7 ,:,ce of Payments
 

(mil~ion $).
 
Ite 
 1970 1971 1972 1973 1974=
 

Current Account. 
 -29 +9 +11 +475 -450
 

Trade Account (net) -7 
 -37 -151 +274 -680
 

Exports 
 1,083 1,149 1,109 1,871 2,520
 
Imports 1,090 1,186 1,260 1,597 3,200
 

Service Account (niet) -141 -88 -26 -30 -40
 

Receipts 258 264 582
376 805
 
Payments 
 399 352 402 612 845
 

Transfers (net) +119 +134 +231
+188 +270
 

Official 
 26 31 36 63 70
 
Private 
 93 103 152 168 200
 

Capital Account (net) +181 +124 +174 +210 +355
 

Direct investment 
 -29 -4 -22 64 80
 
Short-term private capital 76 92 56 
 74 180
 
Medium- and long-term
 

private loans 94 
 -34 -17 -5 -10
 
Medium- and long-term
 

public loans 
 40 70 157 7? 105
 
Errors and Omissions -147 -144 
 -106 +16 +20
 

Overall Balance of Paymentq +5 -11 +79 +701 
 -75
 

Monetary Sector, Reserves
 
etc. (net) 
 -5 +11 -79 -701 +75
 

Central Baak liabilities 
 58 4 -64 -86 +443
 
Central bank assets 
 -130 -125 -174 -488 -500
 
Commercial bank liabiligies
 

(net) 35 136
94 -106 +190
 
SDR's 
 18 17 16 ­ -

11e of IMF facilities 14 21 
 7 -21 -58
 

Source: Central Bank of the Philippines.
 

La Mission estimate.
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Pipeline Analysis and Implementation Schedules
 

Under the proposed Rural Electrification III and prior AID loans
 
disbursements of AID funds is tied to supplier delivery schedules. 
Actual
 
construction will take on the average an additional 12 months and is 
set
 
out 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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franggapan no i anulo nig Vilipina
(OFFICE OF THE P MEIDENT OF THE PHWILPINES) 

October 22, 1974 

Mr. Thomas C. Niblock
 
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 pcssible 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 is 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 rui-al electrification succeeds
 
because it is 
 the crucial and critical project. " 

It is the intention of the Philippine government to pursue

with undiminished vigor the goal 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 financethe foreign exchange costs of the electrification program, main­ly off shore procurement of electrification equipment and mate­rials 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 gr4e period and 3% during the
remaining 30 years. 

In connection with this loan, we would like to make thefollowing assurances: 

1. 
That GOP will provide the resources (both foreignexchange and local currency) as may be required toenable NEA to implement the electrification program 
on a timely basis. 

2. That GOP will absorb any "maintenance of foreignexchange 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 electrifica­tion 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 which
heretofore 
required the services of foreign consultants. Be­cause of this it is possible that the need for Stanley Consul­tants and NRECA assistance maybe greatly diminished if notphased out in 1977 when both NEA and local A & E firms mayhave acquired sufficient expertise to taku their place. 

We request your assistance in obtaining the loantioned above. men-The loan is necessary for the continued mple­mentation of our electrification progriam, and your assistance
inthis 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 
Manila, Philippines 

DEVELOPMENT 

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. NIBLOCK, the principal officer of the Agency

for International Development in the Philippiaes, 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 capability

and the human resources capability to effectively maintain and
 
utilize the proposed Rural Electrification Loan.
 

This judgment is based upon the project analysis 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 lippines
 

Dae/
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OCHMISr OF STATM0RY cRrTERA 

FAA 	- Foreign Assistance Acti of 1961, as 
anded. 

FAA, 1973 - Foreign Assistance Act of 1973
 

App. - Foreign Assistance and Related Pro­
grams Appropriation Act, 1974. 

MMA- Merchant Marine Act of 1936, as
 
amended. 

BASIC AUIORITY 

1. 	 FAA 103; 104; 105; 106; 107. 
Is loan being made 

a. for agriculture, rural develop-

ment or nutrition; 


b. 	for population planning or health; 


c. for education, public administra­
tion, or human resources development; 


d. to solve econcmic and social dev-

eloprmnt problems in fields such as 

transportation, paver, industry, urban 

development, and export developrent; 


e. in support of the general ecorcr 
of the recipient country or for devel­

a. 	This loan will contribute to the
 
factors that alleviate starvation,

hunger, and malnutrition by pro­
viding electric powEr to irrigation 
systems which will cnable the 
farmers to increase crop producticn. 
Also by providing electric po;wer 
the 	project will enccu'rage ann 
directly contribute tc- the .(ivelop­
ment of cottage inaustry an 
therefore enhance the Co-cp 
members' capacity for self-help.
 

Not 	Applicable (N.A.) 

N.A.
 

The prcject will encourage the develop­
mcnt c- cottage inlustries. it also 
provides the electric systems for 
distributing power supplied by genera­
tion and.transmispion facilities
 
financed by IBPD, ADP and others.
 

U.A. 

opment programs conducted by private 
or international organizations. 
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(4) (a) Allocating available (a) More than 70 percent of thebudgetary resourceselopment. to deva-oethn7 eceto henational.e 
 budget is allocated to
 
social and economic development.
 

One-fourth of the budget goes to
 
education, nearly 10 percent to
 
agriculture and natural resources,
 
and almost 20 percent to transpor­
tation and communications.
 

(b) Diverting such resources 
 (b) Less than 15 percent of the budget

for unnecessary military expen-
 goes for national defense.
 
diture (See alsQ Item No. 20)

and intervention in affairs of
 
other free and independent
nations.) (See also Item No. 11). 

(5) Making economic, social, and Thq GOP, ever since its establishmentpolitical reforms such as tax col-
 as an independent nation in 1946, has
lection imtproverients and changes 
 patterned its government after that of
in land tenure arrangements, and the Unitd States, adopting the samemaking progress tcard respect democratic principles and stronglyfor 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 theirindividual freedom, initiative, system from both the extreme left andand private enterprise, right, invoked martial law and,
ruling by decree, ordered an accelera­
ted implementation of essential
 
reforms long needed to improve the 
efficiency of the government, to 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 Marcos is inaugurating 
an all-encompassing nationwide land
 
reform program. Over the last five
 
years the GOP has increased revenues 
through improved administration and 
new tax laws.
 

(6) Willing to contribute funds (6) Approximately 45 percent of projectto the project or program, 
 is a local currency cost which
 
will be financed by the GOP.
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(7)Otherwise responding to the 
 (7) As a result of the disastrous

vital econovic, political, and summer of 1972 floods, the Marcos 
Social conoerns of ita poople, Administration has embarked on a 
and 	daronstrdtinq a cloar deter- large scale reconstruction program

mrnation to take effective self- with the help of IWAID. Thin 
help measures, 	 program is directly moutint, tho 

needs of the devastated Ilultlflic 
of Luzon. Included in thu program 
are: a school reconstruction and 
textbook program as well as on
 
road building, irrigation and
 
other infrastructure programs.
 

B. Are above factors taken into B. Yes.
 
account in the funishing of the sub­
ject assistance?
 

Treatxent of U.S. Citizens and Firms.
 

31 	 FAA 620 (c). If assistance is to 3. No. 
government, is the government liable 
as debtor or unuconditional guarantor
 
on any debt to a U.S. citizen for goods
 
or services furnished or ordered where
 
(a) such citizen has exhausted avail­
legal remedies and (b)debt is not
 
denied cr contested by such goverinmrnt? 

4. 	FAA 620 (e) (1). If assistance is to 4. The Parity Amendment, an Ordinance 
a govern-ent, has it (including govern- appended to the Philippine Con­
ment agencies or subdivisions) taken stitution on March 12, 1947, and
 
any action which has the effect of nation- effective by its terms until July

iaizing, expropriating, or otherwise 
 3, 1974, permitted U.3. citizens,
seizing cwnership or control of property as distinguishel frci other aliens, 
of U.S. citizens or entities beneficially to acquire and hold "public
owned by them without taking steps to agricultural land" and to operate
discharge its obligations toward such public utilities with the same 
citizens or entities? 	 rights and privileges as citizens
 

of the Philinines. -ihe Supreme
 
Court of the Philippines, in a
 
decision now being appealed, has
 
held that the right of U.S. citizens
 
to acquire and hold such property
 
and 	to operate utilities will
 
eexpired on July 3, ;974. The GOP 
and 	U.S. Embassy are currently
 
negotiating on this point. At 
present there is no indication 
that the GOP (ontem lts a.' 1FA 	a g(act 	contravening 
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5. 	 FA 620 (o); Fishenren's Protective 
Act. 5. If country has seized, or im­
posed any paeaaky or sanction against, 
any U.S. fishing V6,ssel on account of 
its fishing activities in international 
waters, 

a. has any deduction required by 
Fishermen 's Protective Act been made? 

b. has ccmplete denial of assistance 
been considered by A.I.D. Administrator? 

Relations with U.S.Governirnnt and Other
 
Nations
 

6. 	 FAA 620 (a). Does recipient country 
furnish assistance to Cuba or fail to 
take appropriate steps to prevent ships 
or aircraft under its flag frcm carry­
ing cargoes to or from Cuba? 

7. 	 FAA 620 (5). If assistance is to a 
governmar.t, has the Secretary of State
 
determLned that it is not controlled by 
the international Cc~mrunist moveent? 

8. 	FAA 620 (d). If assistance is for 

any productf e enterprise which will 
compete 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 
Carnnist country? 

5. N.A.
 

6. No. 

7. Yes. 

8. N.A.
 

9. No. 
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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 States or any country receiving 
U.S. assistance, or (b) the planning of _
 
such subversion or ag i
 

11. 	FAA 620 (j). Has the country per- 11. The GOP has taken all reasonable
tted, or failed to take adequate measures to protect U.S. property.

measures to prevent, the damage or On infrequent occasion when
 
destruction, by mob action, of U.S. 
 damage has occurred, proper

property? 
 compensation has been made
 

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
 
guaranty program for the specific 
 the 	full range of risk coverage.

risks of expropriation, in converti­
bility or confiscation, has the A.I.D.
 
administration 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 governneht 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 thq country severed 15. No.
 
diplanatic r lations with the United
 
States? If so, have they been resumed
 
and 	have new bilateral assistance agree­
ments been negotiated and entered into 
since such re~sumption?
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16. FAA 620 (u). What is the payment status 16. The Philippines is not inof the counry's U.N. obligations? If the default with respect to itsountry is in araears, were such arrear- dues, assessments or other ages t-aken into account by the A.I.D. Ad- obligations to the U.S.
ministrator in determining the current 
A.I.D. Opeiational Year Budget? 

17. 	 FAA 481.Has the government of reci- 17. No.
 
pient country failed to take adkquate
 
steps to prevent narcotics, drugs and
 
other controlled substances 
(as defined
 
by 	the Ccaprehensive Drug Abuse Preveni­
tion and Control Act of 1970) produced
 
or processed, in whole or in pazt, in such 
country, or transported through such 
country, from being sold illegally within
 
the jurisdiction of such country 
 to U.S.
Goverinnnt personnel or their dependents,
 
or fron entering the U.S. unlawfully?
 

18. 	 FAA 1973 29. If (a) military base 18.is Yes. (Presidential Determina­located in recipient country, and was tion No. 74-14 dated
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 frcm such base, has the Pres­
ident determined that the governmnt 
of

recipient country has authorized regular
 
access to U.S. correspondents to such base?
 

Military Expenditures
 

19. FAA 620 (s). What percentage of country 15. Annual defense budgets average
budget is for n-ilitary expenditures? How less than 15% of the uationalmuch of foreign exchange resources spent on budget. Anproxinately one­military equipment? How much spent for third of this anount isthe purchase of sophisticated weapons sy maintenance 	
for 

- of peace and order.teMs? (Consideration of these ooints is to Philippine foreign exchangebe 	coordina Led with the 	Bureau for Progr-am resources used to acquireand 	Policy Coordination, Regional Coordin- military equipment are negli­ators and 	Military Assistance Staff (PPC/R,). gible. W knoow of no d1iv,!r[iOn 
of either development anoiri­
tance or of PL 480 sa.eo to, 
military expenditures. We are 
not aware of any diversion of 
Philippine resources for unne­
cessary military expenditures. 
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Coiitions of the Lan 

General Soundness
 

20. FAA 201 (d)Inforiration and conclusion 
 20. The rate of interest is con­on reasonableness and legality under 
 sidered reasonable and repayment
laws of country and the United States) 
 of the loan with interest is
of lending and relending term of the loan. 
 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 apllicable legal

rate of interest in the
 
Philippines.
 

21. FAA s 201 (b) (2); s 201 (e) 21: All project development is
Inforrration and conclusion on activ-
 covered by feasibility studies
 
ity's economic and technical soundness. assuring viability. An

If loan is not made pursuant to a multi- application has been submitted

lateral plan, and the amount of loan to AID. See A1EX
 
exceeds $100,00, has country submitted
 
to A.I.D. an application for such fur0-T1
 
together with assurances to indicate that
 
funds will be used in an econoically and 
technically sound manner?
 

paper
 
22. FAA s 201 (b) (2). ;inforation and con- Section 1E and Annex 9 of this /22. 


clusion on capacity of the country to repay 
 a satisfactory future capacity onthe loan, including reas-nableness of repay- the part of the Philippines to
nt prospects. 
 repay this loan. The GOP is the
 
borrower and the prospects for
 
loan repayment are good.
 

23. FAA s 201 (b) (1). Information and con- 23. Financing is not considered to be
clusion on av[ilability of financing 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 io 24. Yes.
 
will there be (W-engineering, financial,

and other plans necessary to carry out the
 
assistance and (b)a reasonably firm esti­
mate of the cost to the United States of
 
the assistance?
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25. 	 FAA s 611 (a) (2). If further legislative 25. All legislative authorities 
action is required within recipient country, exist. 
what is basis for reasonable expectation 
that such. action will be cmpleted in time
 
to permit orderly accarplishment of purpose
 
of loan?
 

26. 	 FAA s 611 (e).If loan is for Capital Assist- 26. Yes. See ANNEX 13 
ance, and all U.S. assistance to project 
now exceeds $1 million, has Mission Director 
certified the country's capability effectively 
to maintain and utilize the project?
 

Lxan's Rlationship to Achievanent of Coun
 
and Regioral Goals
 

27. 	FAA s 207; s 113 27. (a)The cooperatives to beExtent to whic-3ssistance reflects 	 formed under the poject are 
appropriate emphasis on; (a) encourag-	 non-political organizations 
ing 	development of democratic, econm- directed by the interested
 
ic, 	 political, and social institutions; citizens in the community. 
(b)self-help in meeting the country's (b) The project will permit and 
food needs; (c)improving availability encourage irrigation projects, 
of trained maunpower in the country; (d) 	 thereby helping the Philippines
programs designed to mreet: the country's 	 increase their food production. 
health needs; (e) other important axeas (c)NEA is undertaking an 
of economic, political, and social dev- intensive trainiL.6 program for 
elopient, including industry; free labor its own staff anC staffs of tWe 
unions, cooperatives, and Voluntary Agen- coopezatives. Programs are 
cies; transportation and conymzucation; also underway to train skilled 
planning and public administration; urban electrical workers for use _y 
develoxent, and nodernization of existing the private contracting firm. 
laws; or (f) integrating waren into the (d)The project will facilitate 
recipient country's national econony. 	 installation of small potable 

water systems, food preservatior 
and increased food production,
 
thereby improving through
 
improved water and increased
 
nutrition, the health of the
 
populace.
 
(e) 	Electric cooperatives wll
 

be supported by the loan. 
Roliahle electrIciLy aL retilon­
able rate iH eiisential to most 
development activities. This 
project will have a beneficial
 
effect on most of the areas of
 
development mentioned. 
(f) See Section of 

the paper. 
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28. FAA 209. Is project susceptiable of 
 28. No
 
execution as part of regional project? If
 
so way is project not so executed?
 

29.FAA 201 (b) (4). Information and conclusion 
 29. This other project is con­on activity's relationship to, consistency 
 sistent with COP objectives.
with, other development activities, and its 
 See PaLrc II section ID.page
contribution to realizable long-range 
 7 of paper.

ob. ectives.
 

30.FAA 201 (b) (9). Information and conclusion 
 30. Improved electric power systems
on whether or not the activity to be financed 
 will contribute to overall
will cc.Ltribute to the achievement of self-
 standard of living, increase
sustaining growth. 
 individual productivity and
 

encourage industrial growth.
 
31.FAA 209. Information and conclusion whether 
 31. N.A.
 

assistance will encourage regional develop­
ment programs.
 

32. FAA s ill. Discuss the extent to which the 
 32. This project is specifically
loan will strengthen the participation of 
 designed to assist in the
urban and rural poor in their country's 
 development of cooperatives.
development, and will assist in the devel-
 Each cooperative will be
opment of cooperatives which will enable 
 governed by its members which
and encourage greater numbers of poor 
 average 10,000 per cooperative.

people to help themselves toward a better
 
life.
 

33. FAA s 201 (f). If this is a project loan, 
 33. This project is directed at
describe how such project will promote the 
 long-range extension of rural
 
country's economic development taking into 
 electrification to help
account the country's human and material 
 accelerage economical and
resources requirements and relationship 
 social development. As
between ultimate objectives of the project 
 discussed throughout the CAP
and overall economic development, 
 see particularly Part II
 

section ID.
 
34. FAA s 281 (a). Describe ex-ent to which 
 34. The cooperatives to be formed
the loan will contribute to the objective 
 under the project are non­of assuring maximum partiripation in the 
 political organizations
task of economic development on the part 
 directed by interested citizens
of the people of the country, through 
 in the communities served. 
See
the encouragement of democratic, private 
 Item No. 32.


and local governmental institutions.
 



ANNEX 14
 
Pg. iof18
 

35. FAA s 281 (b). Describe extent to -ich 35.program recognizes the particular needs, 
The program is directed at 

desires, the ruraL population, whichand capacities of the people of comprises the majority ofthe couitry; utilizes the country's intel- the country'slectual resources total popula­to encourage institutional tion but hasdeveloprmnt; the lowestand supports civic education income levels. It willand training in skills required for effective
participation in governmental and political 

provide an opportunity 
processes through membership in co­essential to self-governrent, operatives for direct par­

ticipation in institutional
 
development and democratic
 

36. FA 201 (b) (3). processes.In what ways does the 36. The program will bringactivity give reasonable promise of contri- economic power tobuting to the developrient of economic currently
unelectrifiedresources, or areas. Thisto the increase of productive

capacities? will promote increased 
agricultural business as 
well as small industrial
 
production potential in the
37. FAA 601 (a). Inforrjtion and conclusons rural areas.37. (a) Only indirectly throughwhether loan-ill encourage efforts of the 

country promotion of self-sustainingto: (a) increase the flow of inter-national trade; economic growth; (b) the(b) foster private initiative availability of lowand coupetition; cost(c) encourage developmnt power will create more
and use of cooperatives, credit unions, ald 
 opportunity for private
savings and loan associations; (d) discouragemonopolistic practices; initiative, see Section II;(e) improve techni- (c) the loan -s designed tocal-efficiency of industry, assistof ruralin the establishmentelectricagricult e and ca coopera­r-ce; and (f) tives throughut the
strengthen free labor uions. Philippines; (d)not appli­

cable; (e) providig
electrica.l 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 
orplans to the naximum extent appropriate? 



ANNEX 14
 

Pg. 12 of 18 

Loan's Effect cn U.S. and A.I.D. Proaram 

39. FAA 201 (b) (6). Iiformtin and c 39. The proJect's output of
clusion on possible effects of loan on electricity will not compete

U.S. econcry, with special reference with or adversely affect the to areas of substantial labor surplus, U.S. economy in any respect;
and extent to which U.S. ccixldities the services procured will beand assistance are furnished in a manner of U.S. source and origin.
consistent with improving 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 channeled
loan which is going directly to private through an intermediate creditenterprise, is going to intermediate cre- institution for use by newlydit institutions or other borrowers for use created private electricby private enterprise, is being used to cooperative. Commodities andfinance imports from private sources, or services will be from private
is otherwise being used to finance procure- sources. 
ments from private sources. 

41. FAA 601 (b). Information and conclusion 41. Private enterprise is beingon how the loan will encourage U.S. private utilized to the maximum
trade and investment abroad and how it will extent practicable under this 
encourage private U.S. participation 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. fiims 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 and. 
financed under other AID 
projects. The loan will not 
be used to finance the direct 
costs of construction. 

43. FAA 602. Information and conclusion 43. Small Business Notificationwhether U.S. small business will parti- procedures will be utilized.
cipate equitably in the furnishing of 
goods and service financed by the loan. 
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44. 	 FAA 620 (h). Will the loan prmote or 44. No. The loan agreement will 
assist the foreign aid projects or acti- contain implementation control 
vities of the Cummxust-Bloc countries? prohibiting such use. 

45. 	FA 621. If Technical Assistance is 45. Services financed under the
 
financed by the loan, information and loan will be from private US 
conclusion whether such assistance will engineering firms and other 
be furnished to the fullest extent prac- non-governmental sources. 
ticable as goods and professional and 
other services from private enterprise on 
a ontract basis. If the facilities of 
other Federal agencies will be utilized, 
informatioh and conclusion on whether
 
they are particularly suitable, are not
 
ccpetitive with private enterprise, and
 
can be made available without undue
 
interference with dorestic programs.
 

Loan's Conliance with Specific Requirements 

46. 	 FAA 110 (a); 208 (e). In what manner 46. The loan agreement will so 
has or will the recipient country provide provide and the planned ad­
assurances that it will provide at least ministrative arrangements will 
25% 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 motivate or 
coerce persons to practice abortions? 

49. FAA 201 (b). Is the country among the 20 49. Yes. 
countries in which development loan funrs 
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 annM during grace per­
iod and at least 3% per annu 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 caTdity pro- 52. Commodity procurement will be 
curement financed under the loan be limited to AID Geographic Code 
fran 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. 
discri.rinates against U.S. marine insurance 
copanies, will loan agreement require that 
marine insurance be placed in the United
 
States on canmdities financed by the loan?
 

55. 	 FAA 604 (e If offshore procurement of 55. N.A.
agricultural comodity or product is to 
be financed, is there provision against
such 	procurement when the da-restic price 
of such camridity is less than parity? 

56. 	 FAA 604 (f).. If loan finances a carnod- 56. N.A.
 
itiy import program, will arrangements
 
be made for supplier certification to
 
A.I.D. and A.I.D. approval of commdity
 
as eligible and suitable?
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57. FAA 608 (a). Information mmeasures 57. U.S. Government excess 
to be taken to utilize U.S. Governmnt 
excess personal property in lieu of the 
procure nt of rzw items. 

property isbeing utilized 
where practicable in lieu of 
new items. A separate pro­
eurment fund for excess 

58. FAA s 611(b); App. s 101. If loan 

acquisition will be established 
under the loan. 

finances water or water-related land 58. N.A. 
resources project or program, is there 
a benefit-cost coimputation made, inso­
far as practicable, in accordance with 
the procedures set forth in the YMroran­
dun-of the President dated May 15, 1962? 

59. 	 FAA s 611 (c).If contracts for construc- 59. Construction contracts will be 
tion are to be financed what provision financed by tha GOP. Corn­
will be made that they be let on a co- petitive procedures will be
 
petitive basis to maximum extent 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 maximum 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 extent 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 bc
 
utilized in lieu of dollars.
 

61. 	 App. s 113. Will any of loan funds be used 61. The Philippines is not an 
to acquire curre-cy of reci pient country excess currency country.
fron non-U.S. TT-asuiy sources when excess 
currency of that country is on deposit in 
U.S. Teasury?
 

62. 	 FAA s 612 (d). Does the United States Own 62. No. 
excess foreign currency and, if so, what 
arrangenents have been made for its release? 
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63. 	FAA s 620 (g).Wiat provision is there 63. No. The loan agreement will limit 
against use of subject assistance to the use of loan proceeds to 
ooupensate owners for expropriated or procurement of eligible
 
nationalized property? commodities.
 

64. 	 FAA s 620 (k). If construction of pro- 64. No. 
ductive enterprise, 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. 	 App. s 103. Will any loan funds be 66. No. 
used to pay pensions, etc., for military 
personnel? 

67. 	App. s 105. If loan is for capital pro- 67. No. Loan proceeds will not 
ject, is there provision for A.I.D. finance construction. Terms and 
approval of all contractors and contract scope of work will be acceptable.
terms? 

68. 	 App. s 107. Will any loan funds be used 68. No. 
to pay UN assessnts? 

69. 	 s 108. Compliance with regulations 69. No. Loan funds will be used to 
on enployment of U.S. and local personnel. finance construction contracts. 
(A.I.D. Regulation 7).
 

70. 	 App. s 110. wilI any of loan furdAs be 
used to carry out provisiras of FA s s 209 
(d)? 
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71. 	App. s 114. Describe hw the CbTrmttee 71. A description of the project
 
anAppropriations of the Senate and 

House have been or will be notified con- was included in the FY 1975
cerning the activity, program, project, Congressional Presentation. 
countr1 , or other operation to be financd Pg. 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. MMA s 901. b; FAA s 640 C. 73. (a)The Loan Agreement will
 
contain a provision requiring
 

(a)Campliance with requiremnt that at compliance with this require­
least 50 per centum of the gross tonnage ment.
 
of commodities (conputed separately for
 
dry bulk carriers, dry cargo liners, and
 
tankers) financed with funds made avail­
able under this loan shall be transporced
 
on privately owned U.S.-flag ccmmercial
 
vessels are availal 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 beused to finance 
directly or indirectly military or paramil­
itary operations by the U.S. or by foreign 
forces in or over Laos, Canbodia, North 
Vietnam, South Vietnam, or Thailand? 

75. 	Section 37 of PL 93-189 (FAA of 1973); 75. No. 

App. s.111. Will any part of this loan be 
used to aid or assist generally or in the 
reconstrction of North Vietnam? 
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76. App. s 112. Will any of the funds 76. No. 
appropriated
generated as 

or local currenci s 
a result of AID assist­

ance be use for support of police or 
prison construction and administration 
in South Vietnam or for support of 
police training of South Vietnamese? 

77. App. s 604. Will any of the funds 77. No. 
appropriated for this project be used 
to furnish petroleum fuels produced in 
the oontinental United States to South­
east Asia for use by non-U.S. nationals? 



ANNEX 15 
DEPARTMENT OF STATE Page 1 of 2 

AGENCY FOR INTERNATIONAL DEVELOPMENT 
WASHINGTON, 0. C. 20523 

OFFICE OF 
THE ADMINISTRATOR 

Loan No. 49 2- -

DRAFT
 
LOAN AUTHORIZATION 

Provided from: 
 Food and Nutrition
 
(Philippines: Rural Electrification III)
 

Pursuant to the authority vested in me az Adiinistrator, 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 Develop­
ment 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 institational and managerial capabili­
ties and (b) to permit the Beneficiary to relend the remainder of said

proceeds to a number of 
 new or existing rural electric cooperatives
 
to finance the 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. Currency of Repayment
 

Provision shall be made for repayment of the loan and payment of
 
interest in United States dollars.
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3. Other Terms and Conditions
 

Unless A.I.D. agrees in writing,
 

(a) Goods and services financed under the loan shall have theirsource and origin in countries included in A.I.D. Geographic Code 941
 
(Selected Free World).
 

(b) No A.I.D.-financed commodities will be provided to cooperatives
prior to a certification by the Beneficiary and its U.S. consultant as
to the technical, economic and financial soundness of each proposed

cooperative.
 

(c) Borrower shall reloan the proceeds of the loan to Beneficiary

on terms and conditions satisfactory to AID.
 

(d) 
This loan shall be subject to such other terms and conditions
 
as A.I.D. may deem advisable.
 

Daniel Parker
 

Date
 


