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EXECUTIVE SUMMARY 

The USAID Rural Electrification (RE) Project has been in full operation now for over two 
years. This Mid-Term Evaluation is designed to assess the project progress t o  date, and 
make recommendations for further implementation. Background information on the project 
can be found in the body of the report, and in numerous other published sources. This 
Executive Summary will focus only on the findings and recommendations of the evaluation. 

PROJECT PROGRESS - FINDINGS/RECOMMENDATIONS 

Commitment and Involvement of the GOP. NEA and the RECs 

The Government of the Philippines (GOP) and the National Electrification Administration 
(NEA) have maintained their commitment to the revitalization of the R E  program, and are 
making significant progress in implementing institutional, financial, and technical reforms. 
Essential legislation has been drafted and introduced including a revised NEA charter, 
consideration of outstanding loan obligations, and strengthening of penalties for power 
thievery. The National Power Corporation (NPC) has been gradually restructuring its rates 
toward long run marginal cost (LRMC), and various house bills have been introduced to 
streamline NPC's rate setting procedures. Unfortunately, little progress has been made on 
transferring direct connect industries to the Rural Electric Cooperatives (REC). No 
industries have actually been transferred. 

NEA has made substantial progress in positioning itself as an "interested lender" and in 
revamping its internal operations. NEA is adopting a number of major internal changes, 
including: policy guidelines, debt restructuring, rate increases, performance improvement 
programs, reporting, and organizational structure. NEA and the REC are taking action to 
terminate or transfer all uneconomical activities, such as alternative power generation and 
certain social programs. 

The Evaluation Team recommends the following actions: 

Key legislation needs to be diligently pursued and passed -- of critical 
importance is the proposed NEA Charter, the coordination of loans bill, the 
recapitalization of NEA bill, and proposed anti-pilferage legislation. 

a NEA needs to fully implement policies and changes currently in draft form. 

a Direct connect NPC customers need to be transferred to the RECs. 

Technical Assistance 

Technical Assistance (TA) has been provided primarily through the long-term TA 
contractor, the National Rural Electric Cooperative Association, International (NRECA). 

Resource Management Associates of Madison, Inc. Page i 



The Evaluation Team has found this assistance to be generally satisfactory. Although a firm 
qualitative assessment is not possible, the institutional TA actions have generally supported 
the positive managerial and institutional changes at NEA. Appropriate financial policies, 
guidelines, and manuals have been prepared. The engineering effort has generally 
proceeded in the right direction, however, several areas were found lacking: REC 
involvement in planning, economic evaluation, simulated load flow analysis, alternate 
construction techniques, and engineering methods. The computerization activity is behind 
schedule, although NRECA has assembled a sound implementation plan. Consistent with 
the project designs, only a limited amount of training support has been provided to date. 

The Evaluation Team recommends the following actions: 

o Effective implementation and consistent enforcement of the policy guidelines 
and manuals. 

Engineering deficiencies identified in this report should be addressed in Phase 
I1 of the project. 

0 The computerization efforts need timely completion. 

0 The training component should be expanded under the redesigned project. 

Commoditv Procurement 

The commodity procurement effort is generally being completed in a timely manner, 
considering the late start of the project. Purchasing associated with COMPAC 1,2a and 3 
are complete with delivery in progress. Procurement of computers is behind schedule, but 
NRECA has established an adequate plan to complete this activity within the next 9 months. 
The team did not make an in-depth evaluation of problems and solutions to past commodity 
performance, since the project redesign calls for the parallel financing partners to absorb 

However, the following general observations are noted: 

The material handling system needs improvement to eliminate bottlenecks, 
improve tracking, and reduce costs. NRECA should proceed with their study 
to refine this process, as soon as possible. 

this activity. 

0 

The cost of material handling (CIF and domestic) should be passed on to the 
RECs as a part of material costs under the parallel financing arrangement. 
USAID should eliminate technical loss commodity procurement (i.e. 
COMPAC 2b and 4) from Phase I1 of the project. 

Computer equipment procurement should consider the ability of NEA and the 
RECs to support and maintain the equipment in the future and ensure that 
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adequate systems are being procured within budget limitations. Under Phase 
11, additional procurement should be considered. 

Vehicle procurement is essential for the RECs; however, the specific needs 
should be systematically evaluated and justified and past deficiencies should 
be resolved before proceeding with additional procurement. 

e The timely procurement, delivery, and installation of commodities under the 
broad WB/OECF program is likely to be a major potential bottleneck. The 
problems experienced to date will only be magnified unless an efficient 
procurement program is put in place with NEA and WB/OECF. 

Conclusions of the Mid-Term Pro-iect Evaluation 

The project is well conceived and designed and is on target with respect to the 
needs of the Philippines. The project's late start has not affccted the viability 
of the program. The USAID project deserves much of the credit for the 
major positive changes underway at NEA and the RECs. 

The GOP has demonstrated continuing commitment to establishing a 
commercially viable RE program. Pending legislation needs to be pursued 
and passed, policies and operating procedure manuals adopted, and direct 
connect customers by NPC transferred to the RECs. 

The NEA has also demonstrated similar commitment. New operational and 
policy changes need to be pursued, adopted, and fully implemented. 

Technical Assistance is proceeding well, but several changes need to be 
accomplished: 

Greater effort should be expended to involve the RECs in the planning 
process. 

The distribution planning process needs to be enhanced to include 
economic evaluation of alternatives and the use of modern load flow 
simulation models. 

- There is a need to investigate alternative construction techniques 
and/or materials. 

The training budget needs to be increased to meet the needs of the 
NEA and the RECs. 
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a Commodity procurement has also proceeded well. The following 
recommendations are noted within the context of the upcoming parallel 
financing arrangement: 

The materials handling process needs to be improved, automated, and 
modernized. 

- Communication between NRECA and NEA needs to be improved. 

- Computerization is essential to the development of RE programs and 
be given priority. 

- Vehicles are needed at all RECs, and USAID should join with the 
other lenders to establish and provide adequate vehicles for all RECs. 

Procurement of computers has been delayed to permit completion of the 
computerization survey and the evaluation of NEA and RECs7 requirements. 
The NRECA computer work plan appears to be on target to accomplish the 
objectives of the RE Project, albeit at a later date. 

a It is too early in the project to establish the progress of the RECs in meeting 
performance targets. Most commodities are not installed and operating yet. 
However, the Evaluation Team concurs with the selection of commodities and 
feels that substantial progress toward performance targets will be achieved. 

PHASE I1 - PROJECT REDESIGN 

The Evaluation Team's findings support continuation of the REC project. In addition, the 
parallel financing concept is judged to be sound and an effective blending of resources. This 
will necessitate the reallocation of USAID grant funds from technical loss commodity 
procurement, to increased Technical Assistance and limited REC commodity procurement 
in support of REC maintenance and operations. 

Extension of PACD 

The Project Assistance Completion Date (PACD) should be extended by approximately two 
years to coincide with the current World Bank (WB) and Overseas Economic Cooperation 
Fund (OECF) projects. The new PACD would be December 31, 1995. This extension will 
not require any additional funding. 
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Technical Assistance 

Increased Technical Assistance would be provided to support the NEA and RECs in 
absorbing the WBIOECF commodity procurement, and in accelerating the pace of 
revitalizing these institutions. The following components would be included: 

Expand engineering services for distribution long range plans, O&M surveys, 
sectionalizing studies, and mapping to all the RECs (approximately 106) 
covered by the USAID, WB and OECF projects. This would include 
continuation of a long-term technical advisor. 

Improve engineering methods including least cost analysis and computerized 
simulated load flow analysis. 

Introduce computer aided drafting (CAD) systems for automated mapping. 

Provide a long term advisor for development and implementation of training 
programs throughout the REC system. 

Provide a long-term advisor for development of a Rural Electrification Master 
Plan (REMP) that would address integrated development of rural 
electrification in the Philippines. 

Continue with a long-term advisor to provide overall project management and 
lead remaining institutional activities. 

The Evaluation Team recommends a combination of limited extension of the NRECA 
contract, along with award of new contracts for the additional Technical Assistance. All of 
the enhanced Technical Assistance will be funded from unused commodity funds. Technical 
Assistance would therefore be funded at US $13.8 million, compared to original funding of 
US $4.97 million. 

Commodities 

The Evaluation Team recommends that USAID drop the COMPAC-2b and 4 commodity 
procurement packages, funded at US $17.81 million, and let the WB/OECF projects fund 
these commodities. USAID would retain a limited amount of commodity procurement. The . 
exact allocation of funds will be determined by studies in the specific commodity areas. In 
general, the Evaluation Team identified the following critical commodities: 

Computers - Computerization has been identified as one of the most critical 
areas in need of improvement. Procurement of computers will be necessary 
to support this activity. 
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Vehicles - Additional vehicles are necessary to support the commodity 
procurement under WB/OECF, and for ongoing O&M activities, It is 
recommended that a joint vehicle procurement program be initiated with 
WB/OECF. 

Kilowatt-Hour Meters - New meters will be necessary for both existing and 
expansion systems. USAID funding would ensure that quality meters are 
procured. 

Pole Treatment Chemicals - These chemicals can significantly extend the life 
of existing poles and offset high replacement costs. Under the commodity 
procurement program, the chemicals could be purchased for use by the REC 
O&M teams. 

COMPAC - 1, 2a, 3 - These are essentially complete and would be retained 
under the redesign. 

In addition, it is recommended that USAID turn over all commodity procurement support 
activities to NEA and the WB/OECF project implementation unit. However, USAID 
should monitor their activities to ensure technical support of a viable program. 

Financial Plan 

A summary comparison of the redesigned life-of-project budget is a follows: 

Category Original 
($000) ($000) 

1. Commodities $ 31,848 
2. Technical Assistance 4,968 
3. Training 320 
4. Project Ops/Mgmt 900 
5. Evaluation/Audit 150 
6. Contingency 1,814 - 

Redesign 
($000) 

Total $ 40,000 . $ 40,000 
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PHASE I1 CONTRACTING OPTIONS 

The Evaluation Team has concluded that the performance of NRECA under the existing 
contract is satisfactory, and that a portion of their services should be extended for the 
PHASE I1 redesign and extended PACD, specifically: 

The current NRECA contract should be continued within the current scope 
of work, applicable under the redesign. 

The NRECA contract should be reviewed to determine the impact of deleting 
COMPAC 2b and 4. This should free up technical resources which could be 
spent on other phase I1 redesign Technical Assistance activities. 

The NRECA contract should be amended to include extension of 
Financial/Institutional activities through the new PACD of December 1995, 
and to include procurement of the modified commodity package. 

The.NRECA contract should be amended to include the development of a 
Rural Electric Master Plan for the rural electrification program. 

USAID should let new contracts for the other Phase I1 Technical Assistance 
activities, specifically: 

- Training 
- Engineering 

It is recommended that USAID let this work either as separate contracts, or 
as one overall Technical Assistance support contract, to run concurrently with 
the existing NRECA contract. 

Resource Management Associates of Madison, Inc. Page vii 



1.0 INTRODUCTION 

1.1 Background of the Rural Electrification Proiect 

Rural Electrification (RE) in the Philippines has been well documented in numerous reports 
and publications and that history will not be repeated here. A short synopsis which is 
relevant to this evaluation report is presented. 

1.1.1 Historv of Rural Electrification in the Philippines 

The Rural Electrification Program was first organized in 1969. Since then it has grown into 
a country wide distribution system serving over three anillion households and commercial 
customers. Over $450 million in aid has been donated to the expansion of the system by 
the United States Agency for International Development (USAID) and other donors since 
1964. Total electrification of the rural provincial areas remains a national rural 
development strategy. To support this goal, the National Electrification Administration 
(NEA) was created to plan, supervise, and fund the development of Rural Electric 
Cooperatives (RECs). These RECs are the distributors of electric power to rural areas. 
They serve as a catalyst to the growth of small and medium scale industries, and to the 
general improvement of socio-economic conditions in rural areas of the provinces. The 
RECs now account for approximately 12% of the power distributed in the country. 

The struggle of developing the nation's electrification program had left NEA and the RECs 
with severe financial and operational problems. NEA was not effective in administering the 
RECs, many of which were characterized by poorly maintained equipment, unsatisfactory 
service performance, high technical losses, and unmanageable financial debt. Since the 
RECs and NEA were at odds on how to rectify the situation, little or no improvement was 
being made. The entire system retreated in terms of system performance while debt loads 
increased. 

In December 1986, USMD contracted for a financial, management, and technical 
assessment of NEA and selected RECs. The result of the study clearly illustrated the major 
deficiencies throughout the entire RE Program. These findings were presented to the 
Government of the Philippines (GOP) which received the results favorably and responded 
by committing itself to reform and rehabilitation. USAID and the GOP agreed on certain 
performance targets in this reform effort and linked future assistance to satisfactory 
progress. Based on USAID's assessment of NEA and the REC's performance, the current 
RE Project was developed and launched in 1988. This project concentrates on the 
rehabilitation of REC distribution systems, and on institutional strengthening at both the 
NEA and REC levels. It is a broadly based project which seeks to restore financial viability 
and technical performance for the entire rural electrification system. 
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1.1.2 Problems in the Rural Electrification Sector 

In December 1986, USAID contracted with Price Waterhouse (PW) to perform a financial, 
management, and technical assessment of NEA and selected RECs. The 1987 assessment 
identified inter alia the following deficiencies: 

NEA and the RECs had become involved in projects unrelated to rural 
electrification that were a drain on scarce resources. 

a NEA had failed to provide adequate supervision of and technical guidance to 
RECs. 

Many of the original RECs' coverage areas had been subdivided into much 
smaller units and had become economically non-viable. 

The REC distribution network was in dire need of rehabilitation. 

NEA was not viable without continued subsidy and could not repay existing 
foreign borrowings. 

0 The rural electrification program suffered as a result of mismanagement, 
politicalization, and responsibility for unrelated activities. 

0 There was minimal member understanding, participation or involvement in 
REC affairs. 

These findings pointed to lack of direction from NEA as the national administrator of the 
RECs. Also evident was the absence of commitment on the part of individual RECs, and 
the severe lack of training in all phases of administering the program at both the national 
and REC levels. Based on these findings, the PW study made inter alia the following 
recommendations:' 

GOP POLICY RECOMMENDATIONS 

Turn over all National Power Corporation (NPC) direct connection 
non-utility customers to the distribution utility holding the area 
coverage franchise. To the extent possible, eliminate intra-government 
competition in distribution of electricity. 

Source: Proiect P a ~ e r  Rural Ele~tr~cat ion  Proiect. Proiect No. 492-0429, dated 
September 1988. 
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The GOP should assume foreign exchange exposure on all present and 
future foreign currency loans of NEA. 

NEA and the RECs should cease all activities unrelated t o  rural 
electrification (BLISS program, TANGLAW, LIVELIHOOD projects, 
etc.) 

Transfer ownership and operation of REC generation and transmission 
assets and associated debt to NPC on a case by case basis. To the 
extent possible, eliminate intra-government competition in the 
generation and transmission of electricity. 

Design a rural electrification NPC tariff which is consistent with GOP 
rural electrification. 

NEA RECOMMENDATIONS 

Prepare a plan to consolidate existing REC coverage areas into units 
of commercially viable size and customer mix. 

If external assistance is provided, establish a revolving loan fund for 
future REC system needs. 

Conduct member referendums at all RECs, documenting member 
acceptance of individual REC financial and operating targets as a 
condition of receiving external assistance. If agreed-upon targets are 
not met, NEA will take swift action to reorganize, merge or sell the 
REC. 

0 RECs (post-consolidation) should undertake a rate study based upon 
the principles of marginal cost pricing. 

NEA should re-establish its REC supervisory and monitoring function. 

REC RECOMMENDATIONS 

Study alternatives to improve repair facilities for REC equipment. . 

Undertake both System and Operation and Maintenance Studies at all 
RECs to determine system operating requirements, system 
improvements and rehabilitation needs. 

Redirect the activities of the member services department to emphasize 
member communication, education and involvement in REC affairs. 
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Design and implement a rnicro-computer-based billing and customer 
accounting system. 

1.1.3 Corrective Actions ~ a k e n  To-Date 

As a result of these findings, and the offer of USAID for further assistance linked to specific 
actions to correct deficiencies, significant progress has been made by the new leadership of 
NEA. The USAID Project Paper cites a number of specific reforms which had been 
accomplished as of September 1988. These accomplishments are summarized in Appendix 
A. In addition, the current RE Project has advanced further reforms which are described 
in Section 2.0 of this report. 

1.2 The USAID Rural Electrification Project 

1.2.1 Description 

The RE Project contributes to the general goal of increasing reliability of electric power 
service in the rural areas of the Philippines. The purpose of the project, as noted in the 
Project Paper, is the following: 

"The purpose of the project is to achieve the commercial viability of selected RECs 
by addressing institutional, policy and technical weaknesses of the REC system." 

The project contains two main components: 1) Institutional Development and 2) System 
Loss Reduction. It is anticipated that the following specific results will be realized: 

An increase in REC collection efficiency of participating RECs to an 
average of 95% of total accounts receivable (not of monthly billings, 
as was previously computed). 

A decrease in operating expenses per kilowatt hour (Kwh) and 
accordingly in rates of participating RECs. 

Significant technical improvements and sharply reduced power outages 
of participating RECs. 

a Introduction of computerized billing and management information 
systems.at both the NEA and participating REC levels. 

a Maintenance of power factor efficiencies on participating systems of 
not less that 95%. 
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A reduction in participating RECs system losses from up to 50% to an 
average below 15%. 

The Project Logical Framework (Logframe) included as Appendix B, further defines the 
expected project outputs. 

1.2.2 Proiect Components 

- Institutional - 
The institutional objective of the project is targeted at managerial improvements within 
NEA, including the development of an improved Management Information Systern (MIS) 
and transfer of the system elements to the RECs. Institutional development will also be 
undertaken at the REC level. Technical Assistance, training and procurement of computer 
equipment and software make up the development program elements. These are 
administered under the auspices of a long term Technical Assistance contractor working 
closely with NEA and the RECs. 

- System Loss Reduction Program - 
This component concentrates on financing the procurement of commodity packages 
(COMPAC) for selected RECs to reduce system losses, and a commodity package for NEA 
to enhance its ability to service the RECs. The RECs have been grouped into categories 
as specific "COMPACs" as defined in Appendix C. Each COMPAC had specific eligibility 
requirements, performance benchmarks, and associated funding limitations. 

The project was estimated to cost $40 million and be implemented over a five year period. 
Funding would be incremental, with an initial obligation (Phase 1) of $14 million. Pending 
a favorable Mid-Term Evaluation, subsequent funds would be obligated and the project 
continued. The two main elements of the project funding are: 1) Technical Assistance and 
2) Commodities procurement. Table 1-1 illustrates the current budget of the project while 
Table 1-2 shows the status of RE project funds as of September 30, 1991. 

For the purpose of this report, the Evaluation Team ha defined the project in two distinct 
phases: 

Phase I - Those project activities initiated and funded under the 
original project agreement: COMPAC -1, 2a, 3; institutional 
commodity procurement, NRECA contract, and miscellaneous training 
and project support activities up to the point of the Mid-Term 
evaluation. 
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a Phase I1 - Those post-Mid-Term Evaluation project activities, 
continuing Phase I activities. COMPAC-2b and 4, NRECA contract 
through September 1993, etc. The proposed parallel financing 
arrangement with WB/OECF is assumed to coincide with Phase 11. 
Therefore, Phase I1 consists of the continuation of Phase I activities 
and Phase I1 activities as modified by the recommended project 
redesign under the parallel financing arrangement. 

Those activities completed under Phase I are: 

1. Specification and procurement of COMPAC-1,2a, and 3 commodities 
and disaster relief commodities. 

2. lnstitutionzl activities including preparation of draft policies, manuals 
and guidelines. 

3. Initial engineering activities including preparation of O&M surveys, 
etc. 

4. Procurement of boom trucks. 

5. Initial training activities. 

Those activities scheduled (pre-project redesign) for completion under Phase I1 are: 

1. COMPAC-2b,4 and institutional commodities. 

2. Institutional training activities. 

3. Continuing institutional, training and project management activities. 

Figure 1-1 illustrates the project activities and their relation to Phase I, Phase 11, and the 
Mid-Term Evaluation. 

1.3 Scope of the Mid-Term Evaluation 

The Mid-Term Evaluation is a critical milestone incorporated in the Project Paper. 
Continuance of the project and the Phase I1 project design are dependent on the findings 
and recommendations of the evaluation. 
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TABLE 1-1 
CURRENT BUDGET PER PILS AND JPlLS 

Proiect Inuut AID 

1. Commodities: 
COMPACs 1 and 2a 
COMPAC 3 
Computer Equipment for NEA 
Computer Equipment for the RECs 
Disaster Assistance *1 
COMPAC 2b and 4 

Subtotal 

2. Technical Assistance "2 

3. Training 

4. Project Operations 

5. Audit/Evaluation 

6. Contingency 

TOTAL 

GOP TOTAL 

$12,256 
$839 
$368 

$1,080 
$582 

$16,723 
$39,848 

$3,800 

$800 

$3,528 

$150 

$402 

* 1 Includes $400,000 for July 1990 earthquake and $182,000 for November 1990 Typhoon 
Ruping. 

* 2 Includes NRECA contract and other TA contracts. 
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TABLE 1-2 
STATUS OF RE FUNDS AS OF SEPTEMBER 30,1991 

ELEMENT 

Commodities 

PROJ. OBLIGATION 

$18,317,411.00 / $13,595,256.00 1 $1 1,357,W6.00 / 
Technical Assistance: 
A) NRECA $4,684,627.00 ( $4,684,627.00 1 $2,265,543.00 
B) Others 
Technical Assistance Total 

TOTAL 

COMMITTED 

Project Operations 
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EXPENDITURE 

$283,373.00 
$4,968,000.00 

$900,000.00 

$153,1 18.00 
$4,837,745.00 

$148,797.00 
$2,414,340.00 

$237,310.00 $237,310.00 



Initial Fullding & Project Start 

Technical Assistance: 
Engineering 
Procurement 
Institutional 

Commodities: 
COMPAC - 1,2a, 3 * 
COMPAC - 2b, 4 
Boom Trucks 
Institutional (computes) 

Training 
Project OpsIManagement 
Evaluation 

Figure 1-1. Phase I and Phase I1 Project Activities 

NRECA Contract 
- Awarded 

* Includes Disaster Relief Commodities 

Phase I Activities 

Mid-Term Evaluation 

I'hase I1 Activities 



The scope of the Mid-Term Evaluation consists of two major components: 

Review and Evaluation of Phase I -- The first component of the Mid-Term 
Evaluation is a review and evaluation of the progress to date of Phase f. 'This 
includes the review and evaluation of: 

Continuing commitment of the GOP/NEA to the commercial viability 
of the RECs; 

- Status and effectiveness of all activities, contracts and staffing for 
meeting project objectives; 

Progress of the RECs toward solving managerial, operational and 
techaical deficiencies; 

Measures taken by NEA to improve its managerial and administrative 
effectiveness; 

Status and effectiveness of commodity procurement activities; 

Progress and potential of participating RECs to meet agreed-upon 
performance targets; 

Status of host country contributions; 

Progress in attracting additional donor financing; 

Plans for a USAID Phase I1 and World Bank -(WB)/Overseas 
economic Cooperation Fund (OECF) parallel financing management.* 

Redesign of Phase I1 - Assuming that the review and evaluation of Phase I 
results in a recommendation to continue with the project and to participate 
in a parallel financing arrangement with the World Bank and the OECF, this 
component provides for the development of a detailed redesign of Phase I1 
to implement the parallel financing scheme. 

Appendix Y provides a copy of the complete Statement of Work for the Mid-Term 
Evaluation Team. 

2 
While not specifically mentioned in the Statement of Work, the proposed OECF loan is also 
to be considered in the parallel financing agreement. 
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1.4 Proiect Team and Evaluation Methodolo 

The Resource Management Associates (RMA) Evaluation Team concentrated their 
activities on reviewing project documents, interviewing key personnel. and visiting 
representative RECs. The team gathered project performance information and v:dicl:~ted 
the findings of prior evaluations. Exceptions are noted in the body of the report. 

Project redesign activities included similar activities, as well as interviews with USAID 
personnel. The Evaluation Team developed recommendations and budget projections for 
the redesigned project. 

A list of documents and personnel interviewed is contained in Appendices E and F, 
respectively. 

The Project Team consisted of the following members: 

Team Leader and Financial Analyst 

Power Utilization Specialist 

Energy Utilization Specialist 

Policy Analyst 

Utility Specialist 

Financial Analyst 

Mr. Dennis Eicher 
Vice President 
Power System Engineering 

Mr. Merlin Lebakken 
President 
Power System Engineering 

Mr. Michael Ellis 
Senior Consultant 
Resource Management Associates 

Mr. Carlton Bartels 
Consultant 
-The Tellus Institute 

Dr. Francisco Viray 
Dean, University of the Philippines 
College of Engineering 

Ms. Sonia De Guzman 
Consultant 
Private Development Corporation 
of the Philippines 
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Energy Economist U.S. Dr. Mark Hanson 
Senior Consultant 
Resource Management Associates 

Additional short term consultants also participated in the project as required. Appendix W 
contains the comments of NEA to a draft of this report dated September 24, 1991. 

2.0 ASSESSMENT OF PROJECT STATUS 

2.1 Commitment of GOPINEA to the Commercial Viability of the RECs 

2.1.1 General 

The problems which continue to plague the RE program in the Philippines are substantial. 
(Refer to Section 1.1.2). Many of these problems may be traced to GOP/NEA policies 
and/or directives or lack thereof. Solving these problems, therefore, requires substantial 
commitment on the part of the GOP/NEA to institutionalize reforms. 

The USAID Project Paper identified a number of steps which the GOP/NEA had taken as 
of September 1988 to implement many of the recommendations of the Price Waterhouse 
study. (See Appendix A). These reform activities were accomplished as a result of the 
confluence of a number of positive events occurring at NEA during 1988 including 1) the 
installation of a new Board of Administrators in the second quarter of 1988; 2) the 
appointment of a new Administrator of NEA in August 1988; and 3) the development of 
a new management team in late 1988 and early 1989. The vision and commitment of the 
Board, Administrator, and management team is clearly evident in the significant progress 
which had been made in reforming the RE sector. 

Against this backdrop, the World Bank commenced a rural electrification sector study in 
November 1988 which picked up from the PW paper resulting in a report entitled 
Philippines Rural Electrification Sector Studv: An Inteerated Promam to Revitalize the 
Sector, dated March 1989. This study was followed by a WB sector loan to the GOP which 
included a provision for an equity transfer to NEA of US $22.2 million. A US $91 million 
follow through loan from the WB called for a thorough and meaningful reform which 
centered around the recommendations of the Sector Study. This effort has been assisted 
to a significant degree by the USAID project consultants. A summary of the current status 
of major policy initiatives undertaken as part of the reaffirmation of the RE sector is 
provided in Table 2-1. 

As discussed in the next several sections, the GOP and NEA have maintained their 
commitment to the revitalization of the RE program and are making significant progress in 
implementing institutional, financial, and technical reforms. 
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TABLE 2-1 PHILIPPINES RURAL ELECTRIFICATION MAJOR POLICY INITIATIVES 
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- Bail-Out plan - 
A Bail-out Plan of NEA has been approved by the Office of the  resident.^ The Bail-out 
Plan includes the following actions: 

Turn over of all operational generation equipment of the RECs t o  the NPC. 

Sale by NEA of all uninstalled generation equipment with proceeds turned 
over to the GOP. 

COP assumption of NEA's foreign loans associated with generation 
equipment. 

e Conversion intoasubsidy (equity) of advances by the Bureau of Treasury (BTr) 
for servicing of NEA's foreign loans. 

Write off of receivables from the RECs of loans associated with alternative 
generation and social programs not related to rural electrification. 

There are a number of conditionalities attached to the Bail-out Plan as follows: 

A proper inventory control system must be installed at NEA. 

A proper accounting system must be installed at NEA. 

m Development of NEA representation on REC Boards 

- Increase in contribution of REC members; 
- Appointment of NEA representation on REC Boards; 
- Establishment of tenure limits for Board members; and 
- Reorganization of NEA to reflect NEA's primary function as an 

interested lender. 

Development of proposed legislation for write-off of receivables of RECs. 

Enforcement by the Government Corporate Monitoring and Coordinating 
Committee (GCMCC) of a corporate plan and performance evaluation. 

Work for the passage of House Bill No. 2887 increasing NEA's capitalization. 

Merger and consolidation of RECs. 

5 
Reference: Letter from the GCMCC to the NEA, dated January 14, 1991. 
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2.1.2 GOP Action 

- Legislation - 
A number of pieces of legislation have been introduced which are directed at removing 
some of the barriers which stand in the way of commercial viability of the RECs including: 

e A revised NEA Charter known as the Rural Electrification Act of 1991 has 
been drafted. This proposed act: 

Defines NEA's role as that of an interested lender; 

Reorganizes the board of NEA to include the Secretary of the 
department to which NEA is attached, the NEA Administrator, the 
President of the National Power Corporation (NPC), and two other 
senior officials of the Department of Finance, National Economic 
Development Authority (NEDA), or leading private or government 
bank; 

Provides for the reorganization of the RECs' boards such that the 
majority of the members will be appointed by NEA with the remainder 
elected by the membership. The intention of this change is to remove 
the directorships of the RECs from the undue influence of local 
politics; 

Provides for the tax exempt status of NEA and the RECs. In 
particular, this provision will eliminate the 35% income tax and 9% 
Ad Valorem tax requirements currently being charged NEA;~ 

Stipulates that services provided by NEA to the RECs such as 
engineering assistance, training, etc. will be provided on a fee basis; 

Strengthens the enforcement powers of NEA. In particular, the new 
charter authorizes NEA to appoint a receiver if necessary in the case 
of a defaulting REC; 

Modifies the loan approval requirements. The new charter stipulates 
that loans are to be authorized only for projects which are financially 

4 The Ad Valorem tax has been reduced to 5% for materials delivered after August 1991. 
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feasible. Under the current charter, NEA is directed to approve loans 
which "would result in area coverage in the area or areas to he 
affected," even though such loans may or may not represent financially 
feasible projects; 

- Prohibits members of an REC Board of Directors from obtaining 
special privileges or interfering with the day to day operations of the 
REC or other perogatives of management; 

Empowers NEA to consolidate and/or merge individual RECs if in 
NEA's judgement it is in the best interest of the electric systems 
concerned; 

- Provides for the conversion of electric cooperatives from non-stock 
ownership to stock ownership and service oriented cooperatives while 
maintaining the concept of one member/one vote. 

e A proposed bill has been drafted which provides for the condonation of 
outstanding loan obligations of the RECs which are related to 1) alternative 
generation projects such as mini-hydro, dendro thermal and Pielstick projects, 
2) systems located on islands and/or in remote areas, 3) social programs such 
as the BLISS, TANGLAW, and LIVELIHOOD which are not related to rural 
electrification. This bill will relieve the RECs of approximately P4.4 billion 
in debt obligations, or approximately $167 million (U.S.) at current exchange 
rates. 

House Bill No. 28877 proposes to increase the authorized capital stock of 
NEA. The additional capital stock will be created by converting into equity 
1) advances from the National Treasury for matured portions of various 
foreign loans, 2) long-term liabilities outstanding at a time of approval of the 
act, 3) future government appropriations for rural electrification projects. 
This bill has already passed the House and awaits action by the Senate. As 
part of their negotiations on the pending US $80 million loan, the World 
Bank has indicated that it intends to see a commitment by NEA and the GOP 
to use their combined best efforts to seek passage of this legislation. 

House Bill No. 19008 provides for stiff penalties for tampering with meters 
and other forms of power thievery. This bill was passed by the House in May 
1991 and awaits action by the Senate. 

It is important to emphasize that passage of this proposed legislation is critical to the 
revitalization of the RE sector. Without it, it is doubtful that the majority of the RECs will 
be able to achieve commercial viability. USAID should continue to join with others to press 
for its passage. 
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In addition to legislative action designed to strengthen the RE  program, there are a number 
of other governmental actions which will impact on the program, some perhaps with mixed 
results: 

NPC has been gradually restructuring its rates towards Long Run Marginal 
Cost (LRMC) principles. The Asian Development Bank (ADB) funded 
Power Sector Cost Structure and Transfer Pricing Strategv Study 
recommended that: 

The energy and demand charge structure should be revised to 1) 
flatten or increase the demand rate for increased usage and 2) realign 
the demand/energy charge relationship to reflect economic costs; 

Tariffs should take into account different voltage levels and time of 
use in pricing; and 

LRMC should be implemented gradually by NPC and power 
distributors but not later than December 31, 1993. 

The impact of this proposed rate structure on the RECs will likely be mixed with 
some RECs experiencing higher power costs and some lower. The NEA Tariff 
Manual has been based on LRMC principles and the resultant rates should provide 
incentive for improvement of load factor. While a public hearing has been held on 
the restructuring of NPC's wholesale rate based on LRMC principles, implementation 
has been deferred. 

A House Bill which seeks to place NPC's rate-setting powers under the 
Energy Regulatory Board (ERB), is expected to be reported in the second 
week of September 1991. A related House Bill No. 8483 has been referred 
to the House Committee on Government Reorganization (HCGR). 

Senate Bill No. 729, which seeks to authorize the NPC Board to fix rates and 
fees with prior approval from the ERB, is pending under the Senate 
Committee on Public Service. 

House Bill No. 31312, which creates a Department of Energy (DOE) and 
seeks to place NEA and NPC under the administrative supervision of the 
DOE, has been passed by the House and transmitted to the Senate. NPC's 
position on a single regulatory body is not one of objection but rather concern 
for the possible delay in implementing rate increases. NEA is opposed to the 
formation of a single regulatory body and has submitted position papers on 
the issue. NEA's position is supported by the World Bank. 
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- Direct Connect Industries - 
Finally, on a more discouraging note, little progress has been made with respect to 
transferring industrial customers who, at present are served directly by NPC to the RECs 
who have been assigned territorial service rights. Under the terms of a Board of 
Investment (BO1)-NPC Memorandum of Understanding, dated January 12, 1951, direct 
connections of industrial customers to NPC was to continue only until such time as it  was 
no longer necessary to ensure reliability of service at reasonable cost. In early 1990, the 
Office of Energy Affairs (OEA) chaired an inter-agency committee that recommended 
certain financial and technical indicators to the Energy Coordinating Council (ECC) which 
would be used to determine when a local utility/cooperative had the capability to adequately 
serve the industrial customer within its assigned franchise area. Although the ECC 
approved these indicators and directed NEA and the ERB to implement them, the ERB 
deferred implementation until such time as the NPC rate restructuring was approved. T'he 
rate restructuring will widen the differential between NPC's utility (wholesale) and 
non-utility (retail) rates, removing some of the pressure from industries to continue direct 
connection with NPC. 

Consequently, at the present time, it appears that no industrial direct connect customer has 
actually been transferred to a REC. In fact, the number of direct connects has increased 
slightly since January 1989. In a few instances, RECs are being paid a "royalty" in lieu of 
the opportunity to serve the industry. A list of current industrial customers who are 
presently being served directly by NPC is provided in Appendix H. Large industrial 
customers presently served by RECs are also listed in this Appendix. 

2.1.3 NEA Action 

- Statement of Operating Policy - 

NEA has made substantial progress in repositioning itself as an "interested lend& and in 
strengthening its internal operations and oversight of the RECs. A key component of this 
reformation is the NEA charter, discussed in the previous section. While the new charter 
awaits passage by Congress, the NEA Board has adopted a new Statement of Operating 
Policy (SOP) which was developed by a representative of the World Bank in consultation 
with NEA. The SOP formally establishes a number of important measures including: 

a A clear statement that the "primary role of NEA is to serve as an interested 
lender providing financial and technical support to the electrical distribution 
utilities serving rural areas." 

a Recognition that the "core business of NEA shall be conducted in accordance 
with sound banking principles." 
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According to 

Recognition that some projects which are directed at extending electric 
services to unserved or undeserved areas can not be justified on economic 
grounds and that these projects will only be undertaken as subsidies are made 
available to NEA on project by project basis. 

Authorization for the administration to establish conditions related to 
performance standards and objectives, including specific action plans as a 
condition of approving loans. Attached to the SOP is a draft of a generic 
Performance Improvement Program (PIP) for this purpose. In practice, the 
PIPS will be customized for each REC as required. 

Adoption of various policies/guidelines including: 

- Financing Strategy 
- Loan Policy Manual 
- Investment Guidelines 
- Rate Manual 
- Fee Schedule. 

Recognition that services to the RECs which go beyond that associated with 
loan origination or administration will be provided on a fee basis. 

the World Bank's Staff A ~ ~ r a i s a l  Report Philippines Rural Electrification 
Project ('$ellow Paper"), NEA will be required to provide assurance that the SOP will not 
be amended, abridged, or repealed without obtaining the World Bank's prior consent. 

NEA has also adopted or is in the process of reviewing/adopting a number of major 
policies/guidelines which are directed at strengthening the fiscal performance of NEA and 
the RECs. A brief synopsis of the policies/guidelines which have been developed in 
conjunction with the USAID assistance program is provided in Appendix I. 

Ultimate success of these attempts to foster fiscal responsibility at both the NEA and REC 
levels will depend upon effective communication, training and consistent enforcement. 
However, if implemented properly and adequately enforced, these polic'ies and guidelines 
will go a long way toward ensuring commercial viability of the RE program. 

- Debt Restructuring - 

Another action taken by NEA to put the RECs back on the path to commercial viability has 
been the restructuring of loans to RECs with substantial averages. This action was intended 
to give the RECs a clean slate and to provide some relief from overpowering debt service 
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obligations. With a fresh start it was hoped that the RECs would be able to promptly pay 
past due power bills to NPC and maintain currency with NEA. 

As of August 31, 1991, thirty-eight RECs involving a total amount of P303.5 million 
(Appendix J) had been approved for restructuring. The remaining eligible RECs will be 
subsequently restructured. Of the 38, 12 are COMPAC 1 and 2 recipients with an aggregate 
restructured amount of P102.4 million. While the financial situation of each REC was taken 
into consideration at the time of restructuring, as of June 30, 1991, ten of these RECs had 
again fallen into arrears, amounting to P15.0 million. Of this amount, P8 million pertains 
to the COMPAC 1 and 2 RECs. 

- Rate Increases - 
The rate application process has also been streamlined. In the past, the approval process 
appeared to be too complex for the RECs to handle. The process could take up to one year 
before any adjustment could be obtained primarily due to the public hearing and 
negotiations that had to be conducted in order to obtain approval. In late 1990, NEA - 
dispensed with the requirement of consumer group endorsement. A simple certification that 
a public hearing has been held is now sufficient, thereby eliminating much of the cause of 
delay. 

Another welcome change to make the RECs financially viable is the proposed policy 
whereby the RECs will be allowed to make automatic adjustments in their rates to reflect 
1) changes in the NPC tariff, and 2) wage increases. This provision will ensure that the 
RECs do not encounter financial problems due to delay in cost recovery for items over 
which they have no control. 

Finally, the GOPINEA removed the P2.51kWh ceiling on average retail rates enabling many 
RECs to increase their rates to cover increasing costs. A summary of the REC rate 
increases which were approved between August 1990 and August 1991 is provided in 
Appendix K. The effect of the rate increases is most clearly reflected through the following 
statistics: 

All cost components as a percentage of operating revenue showed decreasing 
trends from 1987 to June 30, 1991 thereby increasing both the operating and 
the net margins (Appendix L). 

The number of RECs operating in the black rose by 10 from December 1990 
to June 1991 (Appendix M). 

- Performance Improvement Program - 

As indicated above, the new SOP provides for the establishment of a Performance 
Improvement Program (PIP), which was developed by NEA under the guidance of the 
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World Bank R E  Mission for individual RECs as a condition of obtaining a loan. The PIP 
program is intended to improve the RECs' overall operational efficiency and, thus, their 
credit worthiness. The PIP focuses on five major areas of improvement: 

Reduction of technical losses 
Reduction of non-technical losses 
Improvement of collection efficiency 
Better control of non-power cost 
Quality of service. 

Because the satisfactory implementation of the PIP will become a conditionality of NEA's 
loans to the RECs, the RECs will be encouraged to improve their financial performance and 
sustain a profitable operating level. 

- Monthly Financial and Statistical Reports - 
Monitoring of the PIP is performed in part through the Monthly Financial and Statistical 
Report (MFSR) being prepared by the Budget Division of the Finance Department at NEA. 
The Team noted that at the present time, reports being submitted by the RECs are not 
uniform ranging from 3 to almost 20 pages per region. At the time of the evaluation, there 
were a number of regions who had not complied with the reporting requirements for the 
first 7 months of 1991. The Team also noted that the formula used to calculate collection 
efficiency differed from one REC to another. Uniformity in reporting format and formulas 
will hopefully be improved with the computerized MFSR template currently being 
developed. 

- NEA Organizational Structure - 

NEA has also made impressive progress in revising its organizational structure to more 
efficiently and effectively fulfill its role as an interested lender. The present and proposed 
NEA organizational charts along with a current functional organizational chart is provided 
in Appendix N. 

The organizational restructuring of NEA targets two objectives vital to NEA's success as 
an interested lender. First, NEA is consolidating responsibility for loan appraisal and 
management under the newly formed Account Management Group (AMG). Until now, the 
various aspects of loan appraisal and management were dispersed so thinly through NEA's 
departments that the organization lacked an identifiable nexus of responsibility for 
performance, or more to the point non-performance, of REC loans. 

The AMG will be organized after the manner of a financial lending institution. That is, 
staff members will operate as account managers, each' responsible for the activities of a 
designated group of REC accounts. The familiarity of these account managers with their 
assigned RECs will help ensure that outstanding loans are kept current, provide early 
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warnings of REC financial difficulty, and enhance the evaluation of an RECs ability to 
repay any new loans. A banking consultancy will provide training for NEA personnel in the 
skills and methods required for the performance of this function. 

The second objective of the restructuring is the introduction of an investment planning 
culture into both the lender (NEA) and the borrower's (RECs) organizations. The aim is 
to ensure that scarce capital is allocated to appropriate projects. Toward this end, NEA has 
strengthened its Corporate Planning Office (CORPLAN). Planning capability at NEA has 
been strengthened by COKPLAN's absorption of the project appraisal function for 
proposals submitted by the RECs for NEA funding. Project appraisal capabilities at NEA 
have benefitted from the Investment Guidelines and implementing software. The project 
appraisal function will be gradually transferred from CORPLAN to the AMG as the AMG 
becomes better established. 

CORPLAN is facilitating the development of an investment planning culture at the REC 
level by participating in the development of the REC Investment Analysis Model along with 
the USAID consultant and by establishing a regular investment planning cycle. The 
investment planning cycle is designed to encourage REC involvement by having each REC 
develop a five year Medium Term Investment Plan (MTIP). The projects identified by the 
RECs are prioritized within each region at a workshop of the REC managers with 
CORPLAN. 

The success of this process should greatly aid the RECs in becoming fiscally responsible 
organizations, that is, becoming "self-interested borrowers" in the same manner that NEA 
is becoming an "interested lender." Until now, the RECs had not been substantially 
involved in planning their own system projects. The investment planning cycle has the RECs 
develop their own plans identifying their own projects. This should increase each REC's 
sense of ownership in the projects, strengthening the likelihood for successful 
implementation and maintenance. Success of the investment planning cycle should also 
improve the efficiency and effectiveness of NEA by improving the quality of investment 
requests NEA must process, thereby decreasing the non-productive work load. The 
investment planning effort is in the midst of its third planning cycle, and has already 
resulted in reported improvements in the planning capability of the better managed RECs. 
However, because the RECs had not previously been responsible for their own planning, 
much work remains to develop planning skills at the REC level. 

Under the reorganization, a Foreign Assistance Projects Office will be established. This 
office will coordinate NEA's involvement with all donors. Prior to reorganization, each 
donor had a different liaison committee; and consolidation of this function will help NEA 
coordinate its activities with the donor community. 

To enhance the long-term viability of rural electrification, a Strategic Planning Department 
is being established under CORPLAN. This department will help establish the long-term 
goals, objectives, and implementation strategies of NEA. 
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2.1.4 Actions Taken to Terminate Uneconomical Activities 

Two activities of NEA and the RECs which were sponsored by the GOP and eventur~lly 
resulted in an intolerable debt obligation threatening the commercial viability o f  m;lnv RECs 
are 1) alternative generation and 2) social programs unrelated to rural electrification. The 
progress which has been made to date in extracting the RECs from the obligation of these 
activities is discussed below. 

- Alternative Generation - 
Under the alternative generation program, many RECs purchased small generating units 
(i.e., dendro thermal, mini-hydro, Pielstick) with the intention of increasing reliability, 
decreasing costs and reducing dependency on foreign oil. Unfortunately, the program never 
lived up to its promise and the RECs were left with huge debts associated with inoperable 
or uneconomical equipment. Non-operating assets associated with the dendro thermal and 
mini-hydro units are to be transferred to the GOP. Units presently in operation are to be 
transferred to NPC. This equipment includes 43 mini-hydro, 1 dendro-thermal and 19 
Pielstick generating sets. The total value of these assets will be chargeable against the 
GOP equity to NPC.' In addition, NEA will sell mini-hydro and dendro thermal equipment 
presently stored in NEA warehouses and turn over the proceeds to the GOP. The GOP will 
negotiate with Peoples Republic of China (PROC) for the replacement or swapping of 
mini-hydro stored in the PROC with a value of PI84 million. As discussed previously, a 
bill is being drafted which would condone the debt obligation of the RECs associated with 
the alternative generating units. 

- Social Programs - 

The social programs (i.e., BLISS, TANGLAW and LIVELIHOOD) undertaken by the RECs 
at the direction of the GOP/NEA have also been a drain on the limited resources of the 
RECs. According to information provided in the interviews conducted by the Evaluation 
Team, the RECs are no longer involved in these activities. The debt obligations of the 
RECs associated with these programs are also part of the debt condonation legislation. 

5 
T o  date, the NPC and the NEA have not reached an agreement on the valuation of some of 

. these assets (specifically the 69 kV lines and 7 dendro thermal plants). 
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2.1.5 Additional Action Required 

- Findings - 

While substantial progress has been made by the GOP/NEA in revitalizing the RE  sector, 
much work remains to be completed. Key legislation (see Section 2.1.2) is still in draft stage 
and awaits passage by Congress. Without this legislation, commercial viability cannot be 
achieved. In addition, many of NEA's new polioies/guideiines, which are intended to foster 
fiscal responsibility in the sector, are still in draft form. These policies/guideiines need to 
be finalized and then implemented. It must be emphasized again that successful 
implementation of these policies/guidelines will depend on effective communication, 
systematic training and consistent enforcement. 

Finally, a bill addressing the direct connection of industries has been introduced in 
Congress; and NEA's position on this issue has been submitted for consideration. Action 
needs to be taken by the COP to pass this legislation and effect the transfer of direct 
connect customers to the RECs. The net revenue generated by these customers will become 
an important component in the progress of the RECs in their quest for cornrnercial viability. 

- Recommendations - 
Much of the proposed legislation is critical to the successful achievement of the project 
purpose of achieving commercial viability of the RECs. Without such legislation many 
RECs will continue to flounder. Therefore, the Evaluation Team recommends that USAID 
consider the possibility of making passage of the following legislation a condition of 
proceeding with Phase I1 of the project: 

Rural Electrification Act of 1991 (NEA Charter). 
e Loan Condonation Bill. 

Recapitalization of NEA (House Bill No. 2887). 

While not quite as critical as the above pieces of legislation, the following 
legislation/activities are also important: 

e Antipilferage legislation. 
Transfer of direct connect customers to the RECs. 
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2.2 Technical Assistance 

2.2.1 General 

Technical Assistance (TA) for the RE Project is provided primarily through a contract 
between USAID and the National Rural Electric Cooperative Association International, Ltd. 
(NRECA) dated May 21, 1990. WRECA, which is responsible for managing and 
implementing the USAID RE Project, has subcontracted with a number of organizations 
to provide assistance in selected areas including: 

FirmlOr~anization Acronym Area of Responsibility 
Price Waterhouse Philippines PW Project Management, 

Institutional, Financial 
Adrian Wilson International, Inc. AWIA Engineering 
de Lucia and Associates, Inc. dLA Rural Electric Master 

Plan, Financial 

NRECA is conducting its operation in the Philippines through two experts along with 
various support staff: 

Name Function 
William Lawrence Field Team Coordinator/Institutional Advisor 
Glen Benjamin Engineering Advisor 

NRECA was provided an office by NEA adjacent to an NEA office building in Quezon City. 
Additional short term consultancies have been scheduled throughout the project to address 
selected issues and components of the project. 

The following sections discuss the status and effectiveness of the various TA activities in 
meeting project activities. For convenience, the discussion is organized functionally as 
follows: 

Management and Institutional 
Financial 
Engineering 
Computerization 
Training. 
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2.2.2 Managerial and Institutional 

- Description - 
The managerial and institutional component of TA consists inter alia of the following 
elements: 

e Assist NEA and the RECs in the development of a comprehensive debt 
restructuring program. 

Conduct a comprehensive study of the operating systems of NEA and the 
RECs. 

Develop a Rural Electric Master Plan (REMP). 

- Findings - 
It is difficult to identify the various elements of managerial and institutional reform which 
may be directly attributable to the USAID RE Project. Many forces both inside and outside 
the GOPINEA have contributed to the significant progress which has been made to date. 
Certainly the USAID RE Project may be credited with providing a major impetuous in 
correcting the many institutional caused problems and/or barriers to reform which have 
plagued the RE sector. To a large extent the nature of the managerial and institution 
building components of the TA provided through the USAID RE Project has been catalytic 
rather than product oriented. That is, the results have been the induction of behavior in 
others rather than the production of reports or other hard outputs. Consequently, the 
Evaluation Teams assessment of project activities was drawn from the progress being made 
at NEA and the RECs since the project began as determined through numerous interviews 
of the personnel involved at NRECA, NEA, and REC. 

Since the inception of the project, there has been considerable positive progress on the part 
of the NEA and the RECs toward the achievement of project goals. Significant credit 
should be given to the USAID RE project for contributing direction, motivation, and 
guidelines to NEA. In addition, certain of the specific tools and procedures developed by 
the project (e.g. computerized MFSR) will serve as significant motivating factors as they 
highlight the fundamental measures indicating progress in achieving commercial viability. 

As discussed in greater detail below, the institutional changes in NEA have been very 
positive, and are moving at a very rapid rate. Furthermore, performance by the RECs has 
improved dramatically. This supports the proposition that the RE Project input is 
sufficient. In fact, it is likely that the RE Project might have suffered if it had been 
executed on a larger scale. The modest size of this Project has caused the NEA and RECs 
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to bear much of the burden in developing solutions. A significantly greater level of 
assistance might very well have had the perverse effect of dampening NEA involvement in 
developing solutions by providing overly developed suggestions. This could have diluted the 
institution building aspects of the RE Project. 

The Evaluation Team also notes that there appears to be some confusion and/or 
controversy concerning the REMP component of TA. The contract between USAID and 
NRECA states that "the objective of the plan is to outline a management plan for integrated 
long-term development of rural electrification in the Philippines ..." However, the contract 
then defines the REMP as a series of discrete policies/guidelines/manuals which address 
certain institutional and/or managerial deficiencies in the RE program. While these 
policies/guidelines/manuals are all needed, the end result is not a comprehensive strategic 
plan as appears to have been originally contemplated. 

- Recommendations - 
The managerial and institutional component of TA is progressing well, and no major 
changes in direction are warranted. However, the Evaluation Team does recommend that 
the redesigned Phase I1 include the development of a REMP which goes beyond the 
preparation of policies, guidelines and manuals, and will represent a true integrated strategic 
plan for the R E  sector. 

2.2.3 Financial 

- Description - 
The financial component of TA includes the development and/or assistance to NEA in the 
development of a number of policies, guideline and manuals directed at improving the 
financial performance of NEA and the RECs. Subjects covered by this portion of the TA 
include inter alia following: 

Accounting standards 

Lending policies 

Collection techniques and policies 

Policies for costing material 

Financial reporting 

Financial strategy 

Investment guidelines 
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Retail rates 

0 Budgeting 

0 Plans for dealing with financial non-viable RECs. 

- Findings - 
Major efforts to date have focused on the establishment of policies/guidelines and the 
development of manuals to explain and institutionalize the reforms. Appendix I provides 
a summary listing of the more significant manuals developed to date, either through the 
USASD RE Project or as a result of World Bank and/or NEA initiatives. 

A review of the various policies, guidelines, and manuals indicates that they are on target 
and if followed, will go a long way toward encouraging NEA and the RECs to operate in 
a more fiscally responsible manner. For example: 

1. The Investment Guidelines, which was developed by NEA's CORPLAN with 
the advice and supervision of the World Bank RE Mission, require 
responsible planning on the part of the RECs by stipulating that projects 
eligible for loan funds must reflect the results of least cost analysis and must 
meet certain financial and economic standards of performance.6 

2 .  A computerized template using Lotus 123 is under development to automate 
and improve the Monthly Financial and Statistical Reports for the RECs 
while the MFSR has been a fixture at NEA for a number of years, 
computerization will facilitate the development of a Management Information 
System (MIS) and allow timely analysis of key operating and financial 
parameters at both the local and national level. 

3. The Budget Manual sets forth a process whereby the RECs will be required 
to develop a work plan and budget for the coming year. The budget will 
then be used to control operating expenses and measure financial 
performance. 

4. The Financial Projection Models developed for NEA and the RECs will 
enable NEA and the RECs to plan for the future and anticipate potential . 

6 
The term "least cost analysis" as used in the Investment Guidelines and in this report refer to 
the process of evaluating alternative plans for solving a particular distribution system problem 
and identifying the plan that will result in the lowest total cost (i.e, operation, maintenance 

. andinvestment related costs). 
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effects of alternative courses of action. These models were developed by the 
World Bank RE Mission with refinements provided by USAID's consultants. 

5. The Rate Manual provides a framework under which retail rates of the R E G  
may be adjusted to reflect changing revenue requirements. The Rate Manual 
also provides a general framework for the development of retail rate tariffs. 

6. The Loan Policy Manual and the Loan Operations Manual provide a 
- framework for the loan program including the approval process. the terms of 

the loan and the administration of the loan. 

7. The Borrower's Guide informs the RECs of the ground rules and procedures 
which must be followed in developing a successful loan application. 

8. The Accounting Manual requires uniform accounting practices based on 
generally accepted accounting principles. 

The above examples illustrate the positive contribution that the USAID RE Project and the 
World Bank R E  Mission is making toward the goal of commercial viability of the RECs. 
Ultimate success, however, will depend on effective implementation and consistent 
enforcement. 

- Recommendations - 
The financial component of TA appears to be progressing well and no major changes are 
warranted. However, USAID should continue to monitor communications and training of 
NEA and REC personnel related to the new policies/guidelines to insure that they are 
understood by all concerned. The USAID contractor should also continue to monitor the 
implementation of the policies and guidelines to be sure that they are consistently and 
adequately enforced. 

2.2.4 Engineering 

- Description - 
Engineering assistance to the RECs consists primarily of the following components by 
AWIA under the direction of NRECA: 

Operation and Maintenance (O&M) Surveys 
5 Year110 Year Plan 
Sectionalizing Studies 
Mapping 
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- Findings - 
In general the work on the projects for the first 36 RECs (i.e., COMPACS 1 and 2 plus the 
pilot project, PENELCO) are proceeding according to schedule, given the late start of the 
project. The O&M Surveys are well along, with 33 of the 36 studies finished. The 
remaining three studies are near completion. 

The 5 Year110 Year Plans (Long Range Plan or LRP) are proceeding at a slower pace as 
NRECA, AWIA and NEA have agreed to spend additional time on the first plan 
(CASURECO IV) in an effort to develop a consensus model for the remaining RECs. 
Studies for several other RECs are near completion and will be finalized soon after the 
CASURECO IV study is approved. The Sectionalizing Studies are being prepared as part 
of the LRP planning process. Mapping of the 36 systems is approximately SO percent 
complete. 

Preparing engineering studies for systems lacking adequate information on existing load 
distribution, load growth trends, voltage measurements, phasing etc. is difficult at best; and - 
NRECAIAWIA are to be commended for their efforts under difficult circumstances. 
Furthermore, when distribution systems require the level of rehabilitation as do those of :he 
subject RECs, the use of sophisticated analytical techniques and approaches may seem like 
overkill. Nevertheless, based on our review, the Evaluation Team has a number of 
concerns: 

1. The Team is very concerned that the RECs are not being adequately involved 
in the planning process (i.e., the development of the 5-year/lO-year plans, 
sectionalizing studies etc.). Most of the RECs visited were generally unaware 
of the work being performed by NRECAIAWIA on their behalf. While it is 
possible that the NRECAIAWIA projects have simply not progressed to the 
point of appropriate involvement of the RECs, the Team is concerned that 
the RECs will eventually be presented with and asked to implement a 
long-range plan in which they have had no meaningful involvement. Asking 
the RECs to approve the LRPs after they have been completed and approved 
by NEA does not solve the problem. In fact, the Team attended a meeting 
to review the LRP for CASURECO IV and noted that no representative of 
the REC was in attendance. If this tendency is not corrected, the RECs will 
not feel ownership of the end product and will continue to be dependent on 
outside assistance. Furthermore, the quality of the work itself is likely to 
suffer without the insight that the RECs can offer on local conditions and 
needs. 

2. The NRECAIAWIA approach to long-range planning does not appear to 
include any formal economic evaluation of alternatives. It is difficult to see 
how "the most economical system improvements required to carry the 
projected load," as claimed in NRECA's Monthly Progress Report, will result 
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without a structured approach of evaluating alternatives on an economic basis. 
In any event, the planning process being followed by NRECA/AWIA does 
not respond adequately to the least cost planning called for in the Investment 
Guidelines. Furthermore, there is no evaluation of system losses; and in fact, 
the Lotus 123 computer model being utilized by NRECAIAWIA does not at 
present even calculate losses. Consequently, the Evaluation Team is 
concerned that the 5-year and 10-year plans being prepared by 
NRECAIAWIA will be incompatible with (or at the least, not coordinated 
with) the Medium Term Investment Plans called for in the Investment 
Guidelines. 

3. The 5-year/lO-year plans being prepared by NRECA/AWIA do not consider 
the cost of transmission facilities since this is a cost borne by NPC. While this 
approach may be necessary due to the existence of separate organizational 
entities, the end result will inevitably be an uneconomical total system design 
for the country. Furthermore, it must be remembered that NPC's cost of 
operations will eventually find their way into the rates for power supply paid 
by the RECs. 

4. NRECAIAWIA has chosen to utilize a simplified spread sheet computer 
program to calculate voltage drops and fault currents. In the opinion of the 
Evaluation Team, this does not correspond to the contractual requirement for 
the use of a "simulated load flow analysis of the REC distribution system." 
It is our understanding that AWIA was provided by NRECA with a modern 
distribution of circuit analysis program but chose instead to develop its own 
computerized spreadsheet program. This spreadsheet program simply 
reproduces a Rural Electrification Administration (REA) voltage droplfault 
current format which is no longer in general use in the United States. The 
problem with NRECA/AWIA's approach is that it tends to be 1) inflexible, 
2) difficult to use to calculate losses, 3) time consuming to evaluate 
contingency circuit arrangements, 4) time consuming to modify when the 
system changes, 5 )  prone to numerical errors, and 6) difficult to transfer to 
the RECs. A number of modern, commercially available distribution circuit 
analysis programs, which solve all these problems, are readily available at 
reasonable cost. In general, they are relatively easy to use (i.e., "user 
friendly") and should be easily transferable to the majority of the RECs. It 
seems unfortunate the NRECAIAWIA have chosen not to use current 
technology in developing the LRPs. 

5. In interviews with NRECA/AWIA/NEA engineering personnel, the 
Evaluation Team sensed a reluctance to investigate alternative construction, 
techniques and/or approaches to solving system problems (i.e., underground 
construction, concrete poles, higher voltage, etc.). Suggestions that alternate 
approaches might improve reliability, extend life expectancy, and reduce costs 
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were not well received and were quickly dismissed. While an investigation of 
alternative materials/construction approaches is not required by the present 
contract, in view of 1) the relatively low life expectancy of new facilities, and  
2) the large amount of construction work currently underway, new approaches 
should not be dismissed out of hand. 

6. The Team also noted that the report for CASURECO IV did not include a 
discussion of planning criteria and techniques. In order to facilitate review 
and the transfer of technology to the RECs, this information should be 
provided in the report. 

7. The maps being prepared by the RECs are being drawn manually. The Team 
questions why a Computer Aided Drafting (CAD) approach was not utilized. 
The Team also suggests that the possibility of a future fully integrated 
Automated Mapping/Facilities Management (AM/FM) system should be 
considered in designing the mapping system. The Phase I1 redesign includes 
recommendations along these lines. 

- Recommendations - 
As discussed above, the Evaluation Team noted a number of deficiencies in the engineering 
component of TA. To correct these deficiencies and to maximize the effectiveness of the 
USAID engineering assistance, the following recommendations are made: 

1. NRECA should be directed to utilize a commercially available distribution 
load flow simulation model. 

2. NRECA should be directed to include the economic evaluation of alternative 
plans in the development of the LRPs for the RECs. NRECA should work 
with NEA to insure that the development of the LRPs are compatible with 
the MTIPs called for in the investment guidelines. The end result should be 
a single consistent five yearlten year plan for each REC. 

3. NRECA should take steps to insure that each REC is involved in the planning 
process for its own distribution system. Input from the RECs should be 
sought and carefully considered prior to finalizing the LRPs. 

4. The redesign of Phase I1 should include a component to evaluate alternative 
construction materials and techniques in an effort to extend the life 
expectancy of distribution facilities. 
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2.2.5 Computerization 

- Description - 
An important component of the USAID RE project is to upgrade the computer capabilities 
of NEA and the RECs to facilitate more efficient operations. Efforts in this area are found 
in both the TA and commodity components. The computerization portion of the TA 
component includes inter alia following: 

Assistance to NEA and the RECs in developing a management information 
system (MIS). 

Assistance to NEA and the RECs in developing engineering, financial, and 
management software. 

Assistance to NEA and the RECs in developing a computerized customer 
billing and collection system. 

- Findings - 
As an initial step, a survey was conducted in the first quarter of 1991 to determine the 
present computer profile of the RECs. Approximately one-third of the RECs responded to 
the survey. 

Using funds made available from the ADB, NEA has procured micro-computer based 
billing software from Questionix and 80286 type microcomputers from EESSCOM sufficient 
to automate the billing process at approximately 55 RECs. Currently, NEA is having 
difficulty implementing the billing system in 29 of the 55 RECs. The problems appear to 
be hardware related, and CORPLAN is working closely with the supplier towards its early 
solution. 

An additional 64 Personal Computers of varying configurations, have been purchased 
directly by other RECs. Few of the existing PCs are 80386 microprocessor based. A World 
Bank study indicates that to run an efficient computer system, a REC needs 3 to 4 
computer units, at least one of which should be 80386 based. World Bank has signified its 
willingness to provide each REC with an 80386 computer with the remaining required units 
to be furnished by other donor institutions. 

The response of the participating RECs to computerization has been encouraging. Although 
lacking computer skills at the start of implementation, REC personnel have shown 
enthusiasm for this project and appear to be easily trained. 

The representative sampling of the survey replies will be used by the NRECA consultant 
as basis for- determining the hardware requirements of the RECs. NRECA's computer 
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consultant, who arrived during the last week of August is expected to suggest revisions, 
amendments, and/or clarification needed to ensure a smooth implementation of the 
Questionix Electronic Billing System (EBS). Specifically, the consultant is tasked to 1) 
assess the EBS and identify necessary modifications; 2) assess the suitability of the hardware 
procured to run the EBS and recommend modifications needed, if any, to optimize the 
operation of the EBS; 3) review the plan of implementation and address the identified needs 
of the users including the extent and type of training required; 4) assess the implementation 
plan for the computer based billing system at the remaining RECs not yet automated; and 
5 )  recommend the role of the USAID in both the procurement of equipment and the 
provision of Technical Assistance to assist the system-wide implementation of an appropriate 
automated customer accounting and billing system. 

A shortcoming observed in the procurement of the computers for the RECs was that there 
seemed to be no integrated approach in the computerization of the RECs. Had the 
procurement been deferred until the findings and recommendation of the consultant, 
problems that are being experienced would be avoided. Although funding for computers 
may be provided from different sources (e.g., USAID, ADB, World Bank), a working 
arrangement among the fund providers would have helped to maximize benefits, thereby 
preventing wasted resources. 

- Recommendations - 
In the near future, computers will become indispensable in the normal operations of the 
RECs; hence, there is a need to develop the capability to install, manage, modify and 
maintain both the hardware and software systems. Expanded assistance in this area should 
be given priority in developing the modified scope of the USAID Technical Assistance 
program. 

2.2.6 Training 

- Description - 
Many of the problems previously noted with respect to the RE  sector may be traced to lack 
of management and/or job related skills. Budget allotments for NEA and the RECs have 
for many years been very limited so that training efforts at both the national and local levels 
have fallen far short of needs. The USAID RE Project includes a modest training 
component of $320,000 in the Project Budget. This component is intended to fund training 
courses/costs (i.e., venues, per diem for NEAIREC participants, local speakers, etc.). 

The training portion of the TA component includes inter alia following: 

Assistance to NEA and the RECs in developing and implementing a training 
program. 
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Implementation of training courses when no local training institution or entity 
has the capability to accomplish the training requirement. 

- Findings - 
Project support for training to date has included: 1) providing advice to NEA in the 
development of its 1991 Trainin? Pro~ram; 2) preparation of the Plan for Human Resources 
Development for National Electrification Administration which is presently still in draft 
form; and 3) various courses approved under NEA's 1990 and 1991 training plans. Of the 
$320,000, 72.7% has been obligated and 17.3% has been expended. NRECA's work 
program for 1991-1992 includes continuation of this effort. 

In visiting the RECs, the Evaluation Team noted a genuine interest in and a recognition of 
the need for training on the part of the RECs. A recent nationwide 3 day training seminar 
for Member Services Department (MSD) personnel drew approximately 170 MSD personnel 
representing approximately 105 of the 117 RECs in the Philippines. In addition, a number 
of RECs have successfuhy initiated training efforts on their own. One complaint that was - 
voiced by the RECs, however, was that training programs and curricula developed at the 
national level are sometimes not on target with local needs. This problem could easily be 
corrected by involving the RECs in an advisory or review capacity in designing training 
programs and curricula. The greater sense of ownership and responsibility on the part of 
the RECs would represent an important added benefit. 

- Recommendations - 
Lack of adequate training has been a major contributor to problems of NEA and the RECs; 
and outside assistance is clearly required if this need is to be met. Based on our 
observations, the Evaluation Team makes the following recommendations: 

1: The redesign of Phase I1 should include a substantial expansion of the training 
component of TA. 

2. Steps should be taken to involve the RECs in planning and development of 
the various curricula and course offerings. 

2.3 Commodity Procurement 

Commodity procurement has generally progressed satisfactorily. The procurement activities 
were delayed along with the overall project start, but are on track within the revised project 
implementation time-frame. Both NRECA and NEA have done a good job of procuring 
materials within a relatively short time-frame, and the discrepancies noted below are not 
unusual for a project of this size and structure. 
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2.3.1 Institutional Commodities 

- Description - 
This component covers computer hardware and software for NEA and the RECs to support 
efforts to improve management effectiveness and efficiency, specifically: 

1. At least one 'stand alone' microcomputer package and associated software for 
each REC for the implementation of a MIS. . 

2. Microcomputers and software to facilitate the implementation of the planned 
Loan Administration and Im7entory Control System for NEA. 

3. A minicomputer package (including software) for the implementation of an 
Integrated General Ledger and a Financial MIS for NEA, and also for 
NEDA. 

- Findings - 
Results of the Evaluation Team's investigation of the status of this procurement activity are 
as follows: 

1. The overall institutional commodity procurement is lagging behind the project 
schedule and will probably not be complete until. June 30, 1992. See Figure 
2.1 for the NRECA schedule of computer activities. 

2. The reasons cited for the delay are the following: 

The NRECA computer consultant is continuing to evaluate certain 
computer hardware and software procured for NEA under an ADB 
program. 

Additional time is required for a thorough investigation into the MIS 
requirements of NEA and the RECs. This will include surveys and 
working groups assembled to define the requirements. 

3. The NRECA consultant was present during the Evaluation Team's visit, both 
at NRECA and in the field. The consultant appeared to have a good 
understanding of the requirements for hardware and software, and was 
knowledgeable of the needs of NEA and the RECs. 

4. The NRECA computer work plan appears satisfactory to accomplish 
objectives set forth in the Project Paper, albeit at a later completion date. 
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The need for a thorough analysis of computer requirements takes precedence 
over accelerating the completion date. 

5. NRECA and NEA have conducted a survey of RECs to determine their 
requirements for computer systems. The response has been somewhat 
disappointing with only about one-third of RECs responding. NEA cited the 
lack of understanding of MIS systems as the primary cause. 

- Recommendations - 
NRECA appears to be taking a reasonable approach to the implementation of Electronic 
Data Processing (EDP) and other computer systems. The following general 
recomrnendations are offered to assist in monitoring this activity: 

1. NRECA is aware of USAID procurement regulations regarding US source 
procurement of computer hardware and software. However, maintenance and 
software upgrade support will be very limited in the Philippines if 
procurement is accomplished directly from US suppliers. It is recommended 
that NRECA attempt to channel the procurement through Philippine 
suppliers of US equipment to ensure that maintenance and software support 
will be available to NEA and the RECs. The procurement will be large 
enough so that some Philippine suppliers may be interested in expanding their 
product line and support capability to win the award of this procurement;thus, 
potentially, private sector involvement will be enhanced by the project. 

2. NRECA and NEA will need to make a concentrated effort to ensure 
consistency and compatibility among EDP systems, from both hardware and 
software standpoints. The RECs need to be closely involved in the project and 
a limited pilot/test program is recommended before full procurement and 
implementation. 

3. NRECA will need to ensure that adequate documentation and training is 
provided to NEA and the RECs. For the RECs' MIS systems, it is 
recommended that some NEA personnel be trained as 'trainers' and system 
analysts in order to function as internal consultants to the RECs. However, 
NEA notes that additional qualified staff is required but salary limitations are 
a barrier to accomplishing this objective. 

4. NRECA is attempting to work within a defined budget to cover all eligible 
RECs. Their approach is to procure the best system within this budget. 
However, if this budget proves too restrictive to procure an adequate system 
for all RECs, it is recommended that NRECA perform a cost/benefit analysis 
of a higher cost system, and investigate the possibility of servicing fewer RECs 
with a more advanced MIS system. Additional funding for other RECs could 
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FIGURE 2-1 MCECA SCHEDULE OF COMPUTER ACTIVITIES 
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be pursued through additional USAID grant funds, or loan funds from the 
WB/OECF. Once the computer requirements have been defined, USAID 
should develop a complete procurement package and review with the other 
parallel financing participants. The prime consideration should be to 
implement an effective system, even if it exceeds the current budget. 

5. The development of a MIS for NEA and the RECs should be given high 
priority. 

6. Finally, it is further recommended that NEA perform an assessment of the 
institutional commodities program during the fourth quarter of 1992. This 
assessment will enable NEA to evaluate the effectiveness of the program and 
recommend any enhancements for funding under the WB/OECF loan 
package or donor country grant funding. 

2.3.2 System Loss Reduction Program 

- Description - 
This component consists of commodities for selected RECs to reduce system losses, and a 
commodity package for NE'A to enhance its ability to service the RECs. 

1. COMPAC-1 - Commodities for selected RECs that have adequate 
management systems and personnel in place, and do not require Technical 
Assistance prior to receiving materials. Funding is limited to $410,000 each 
for the twenty-three RECs qualifying under this element. 

2. COMPAC-2a - Commodities for selected RECs that have potential 
commercial viability but are in need of significant technical and managerial 
assistance. Funding is limited to $120,000 for each of the twelve RECs 
qualified for this assistance. These RECs will be required to participate in 
institutional development activities and undertake a program to improve 
management efficiency and effectiveness. 

3. COMPAC-2b - Commodities for COMPAC-2a RECs that have demonstrated 
satisfactory progress and have met the criteria for improving management 
efficiency and effectiveness. Funding is limited to $290,000 each for qualifymg 
RECs. COMPAC-2b is contingent upon a satisfactory Mid-Term Evaluation. 

4. COMPAC-3 - Commodities that will be used by NEA to enhance its ability 
to service the RECs, primarily substation mobile equipment. Estimated 
funding for Compac 3 is $623,000. 

Resource Management Associates of Madison, Inc. Page 39 



5. COMPAC-4 - This commodity procurement package was loosely defined in 
the Project Paper to enable up to 35 RECs who were unable to qualify for 
COMPACs 1 and 2 to qualify for some undetermined level of assistance. 

- Findings - 
The COMPAC commodity procurement has progressed well, with COMPAC-1, 2a7 and 3 
complete. All materials contained in these procurement packages have been ordered and 
delivery has begun. No action has been taken on Compac 2b and 4 pending the results of 
the Mid-Term Evaluation. Specific findings are noted as follows: 

1. COMPAC-1, Za, 3 specifications and ordering of materials is complete. 

2. COMPAC-2b is ready to proceed pending a favorable Mid-Term Evaluation 
and REC satisfactory completion of project criteria. 

3. COMPAC-4 remains mostly undefined. 

4. NRECA has established a material tracking system to follow the flow of 
materials from the shipper to the receiving REC. While the system appears 
adequate for this purpose, it is not used or completely understood by the 
NEA materials management group. A more integrated material tracking 
system is necessary, particularly if the next phase of material procurement will 
be significantly larger. Appendix P provides a description of the materials, 
handling system and associated documents. 

5. Some bottlenecks, primarily associated with limitations in the domestic 
transport sector, have restricted the timely movement of materials 
domestically. While these problems have not seriously impaired the USAID 
project, they will be magnified under the much larger World Bank and OECF 
programs. Unless the material handling and delivery problems are fully 
addressed and solutions reached, the system will be swamped and the project 
will suffer. 

6. The paperwork process of receiving materials is cumbersome and detailed, 
requiring a great deal of expediting and follow-up. 

7. Coordination between NRECA and NEA needs to be improved. NEA has 
largely divorced itself from the NRECA procurement, and NRECA makes 
only a minimal effort to keep NEA informed, primarily through official 
reports. 

8. NEA is planning to initiate a study of materials handling and to implement 
procedures to streamline the system and provide better tracking. This activity 
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is being funded under the World Bank Energy Sector Loan. The Evaluation 
Team reviewed the scope of work and concurs with the study and 
implementation plan. However, improved coordination with NEA is necessary 
to ensure a sense of ownership and participation in the new system. Also, the 
proposed scope is orientated toward further participation of a long-term expat 
contractor in the procurement process. The Evaluation Team recommends 
that the question of using a long-term expat be revisited to fully consider the 
value of strengthening NEA as the prime material handling entity. 

9. The Department of Finance has rejected a request to exempt the RECs from 
the Ad Valorem Tax, currently 5%. Many of the RECs have had difficulty 
paying this tax as it was unexpected and caught many RECs off guard. To 
NEA's credit, they have diligently pursued exemption for the RECs, albeit 
without success. 

10. The shipment of materials in bulk quantities has caused some difficulties and 
delays in customs clearance and handling. In some instances shipments cover 
a number of RECs have been held up until all RECs have paid appropriate 
taxes. The result is that some RECs who are ready for equipment and have 
the ability to pay, cannot obtain it. Conversely, some RECs are pressured 
into making payments they cannot afford, and may end up receiving materials 
before they are ready. Warehousing capacity also has the potential of being 
exceeded. 

The COMPAC-3 procurement of mobile substation equipment is the subject 
of some disagreement between USAID/NRECA/NEA. What was actually 
procured are spare substation transformers only, not entire mobile substations 
with ancillary equipment. NEA contends that the transformers are too large 
to be mounted on trailers and shipped via roads; due to overpass height 
restrictions. Some disassembly will be required, reducing their effectiveness 
as 'mobile'. Therefore, NEA intends to transfer ownership of the 
transformers directly to selected RECs', or to specific regions. Since this is 
outside the intended purpose of COMPAC-3, USAID is concerned about 
meeting the project requirements for mobile substations. NRECA contends 
that the transformers can meet the requirements for mobile substations. As 
of this report preparation, no agreement has been reached. 

- Recommendations - 
The procurement activities for this component are so far along that it is probably too late 
in the cycle to adopt any specific recommendations to assist the current effort. Furthermore, 
assuming COMPAC-2b and 4 are dropped in the redesign of Phase 11, any comments on the 
existing procurement structure may no longer be applicable. Therefore, the following 
recommendations are structured to apply within the parallel financing arrangement and 
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project redesign elements described later in the report: 

1. The proposed Materials Handling Study should be conducted with the 
enhanced program implemented as soon as possible. (It is not specifically 
clear to the Evaluation Team when this effort will be completed.) NEA will 
need to be actively involved both in the study and in the implementation of 
the recommendations of the study. It is further recommended that USAID 
review the implementation plan as a part of continued Technical Assistance. 

2. NEA needs to thoroughly review the proposed centrally located materials 
receiving and distribution system. The Evaluation Team concurs with the 
concept, but many details need to be established, including: 

Staffing 
Materials handling equipment 
Material tracking 
Domestic transportation support 
NEA management and REC participation 
Coordination with zonal repair centers. 

3. USAID should drop the materials procurement and handling from its 
Technical Assistance program for COMPAC 2b and 4. Instead, the cost of 
these activities should be included in the materials and covered under the 
WB/OECF loan program. Administration of the materials handling effort 
should come from NEA, possibly with the assistance of qualified contractors 
to the affected RECs. 

4. USAID and NEA need to come to an agreement on the COMPAC-3 mobile 
substation equipment. Both for disposition of the existing transformers, and 
for specification of additional mobile substations under the WB/OECF 
projects. Whatever the outcome, it is important that the equipment be 
utilized for the intended purpose or an alternate function be defined. 

2.3.3 Vehicles 

- Description - 
Vehicle procurement was not included in the original scope of work for the USAID RE 
Project. However, during the early stages of the project, the USAID Engineering Advisor 
assessed the need for vehicles at the REC level and proposed a procurement package. That 
program called for a minimum of three vehicles to be procured for each REC: a small to 
medium sized pick-up truck, a medium-sized utility vehicle with light duty boom, and a 
heavier duty truck equipped with heavy duty boom. It was later decided that only one 
vehicle could be procured, so the utility vehicle with light duty boom was selected. 

Resource Management Associates of Madison, Inc. Page 42 



- Findings - 
USAID requires avery thorough analysis and sound justification for all vehicle procurement. 
For this project, the quantity of vehicles needed by the RECs far exceeds USAID's 
willingness to finance. In light of this, the Evaluation Team offers the following specific 
findings: 

1. NEA and the RECs feel that a significant number of new vehicles will be 
necessary to facilitate the installation and maintenance of distribution facilities 
and equipment. These vehicles fall into three main categories - 1) general 
purpose utility vehicles, 2) boom trucks, and 3) bucket trucks. 

2. The initial order of utility vehicles with light duty boom have some capacity 
limitations which restricts their usability. These vehicles were specified within 
the context of a concurrent procurement of heavy duty vehicles. RECs appear 
to be using these vehicles for other than the intended purpose, since the other 
vehicles were not yet procured. The limitations appear to be primarily in the 
boom capacity, and in operational problems with the winch assembly. 

3. All of the RECs have some need for additional vehicles to facilitate the 
installation of the new distribution equipment, and to perform routine 
maintenance and equipment repair. 

4. USAID has indicated that its unable to fund a broad program of vehicle 
procurement for all RECs, but is open to some sort of joint procurement with 
WBIOECF. 

5. The original USAID vehicle specification needs to be updated to account for 
the limitations of the first vehicles procured, and to take into account the 
participation of WB/OECF in establishing a comprehensive procurement 
package. 

- Recommendations - 
Additional vehicle procurement is not possible under the Phase I program. Therefore,. the 
following recommendations pertain to the project Phase I1 Redesign: 

1. A study should be initiated to define the new vehicle requirements for the 
RECs. The study should be used to reach a final decision between USAID 
and the WBIOECF on vehicle procurement. The study should include a 
rigorous costlbenefit analysis of vehicle requirements and procurement 
options. 
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2. The existing operational and technical limitations of the 35 boom trucks 
should be investigated to explore corrective actions and avoid a repeat of the 
problems in future procurements. The findings should be used in conjunction 
with newly developed specifications to redefine a comprehensive vehicle 
specification and procurement package. 

2.4 NEA Commitment and Involvement 

- Findings - 
The purpose of the RE Project is to achieve the commercial viability of selected RECs by 
addressing institutional, policy and technical weaknesses of the REC system, However, 
while the USAID RE Project can provide needed assistance, ultimate achievement of 
objective will depend, among other things, on the commitment and involvement of NEA. 

Evidence of the general commitment of NEA to the revitalization of the RE sector has been 
discussed in Section 2.1.3. NEA has also demonstrated its commitment to the USAID RE 
Project by establishing a Project Team to work with NRECA to implement the program. 
Members of the RMA Evaluation Team have met with most of the members of NEA's 
Project Team and have generally concluded that NEA has established sufficient capability 
to implement the USAID project. 

The only area of concern for the Team is that, as noted in Section 2.2.4, the least cost 
planning requirements of the Investment Guidelines and other recently adopted 
policies/guidelines are not being adequately addressed in the engineering studies. 
Furthermore, it would appear that the "Medium Term Investment Plan" (i.e., 5 year 
distribution plan) called for by the Investment Guidelines administered by NEA's 
CORPLAN are completely divorced from the 5-year/lO-year plans being developed by 
NRECAIAWIA and reviewed by the Engineering Department of NEA. 

- Recommendations - 
In order to assure the smooth operation of the remainder of the project and the 
implementation of the new planning guidelines, USAID should use its influence to 
encourage improved communication between NEA's CORPLAN and Engineering 
Departments. 

2.5 REC Commitment and Involvement 

- Findings - 
Ultimate success of the project objectives will also be determined by the commitment and 
involvement of the RECs in the revitalization efforts. Many of the problems which have 
been identified as contributing to the poor performance of the RECs may be traced to lack 
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of commitment, capability and involvement at the local REC level, namely: 

0 Politicized boards 
Lack of membe1-consumer interest/involvement 
Bad management 
Poor construction and 0 & M practices 

Other problems may be traced to a heavy hand by the @OP/NEA which has saddled the 
RECs with burdens which were beyond their ability to carry: 

' Alternative generation projects 
0 Social programs unrelated to rural electrification 

Restrictions on rates 
o Equipment procurement policies 

As a result of our review, the Evaluation Team is concerned that the RECs are not being 
adequately involved in the RE revitalization efforts. While all of the RECs visited were 
aware of the COMPAC portion of the Project and had been involved in obtaining data for 
the 0 & M surveys, most were not aware or, at best, only vaguely aware of the distribution 
planning studies and mapping being undertaken on their behalf. Few RECs seemed to be 
aware of the new policies and guidelines being developed at NEA or of NEA's effort to 
reposition itself as an interested lender. 

While some of this lack of awareness and involvement at the REC level may be traced to 
the fact that many of the project components are still in their initial stages, our concern may 
not be so easily dismissed. Several of the engineering studies, for example, have progressed 
to the point where REC involvement is not only warranted, but essential. Yet the approach 
taken by NEA/NRECA/AWIA appears to be to seek input from the RECs only after the 
planning has been completed and approved by NEA. 

- Recommendations - 
USAID should use its influence to encourage NEA to improve communications with and 
involvement of the RECs in the revitalization process. Periodic communications through 
a regularly published newsletter etc. should be encouraged. Involvement of the RECs in the 
planning process, design of the training plan and curricula, development of vehicle 
requirements, etc. should be encouraged. 

2.6 REC Progress Toward Achieving Commercial Viability 

- Findings - y 

As a -result of the delayed start, this Mid-Term Evaluation review is actually being 
conducted too early in the project life to accurately assess the progress of the RECs toward 
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solving managerial, operational, and technical deficiencies and achieving commercial 
viability. To date, much of the TA component of the project has been directed at 
developing NEA guidelines/policies which have not yet worked their way down to the REC 
level. The engineering assistance being provided to the RECs is also in the early stages and 
the results of these efforts have not yet been translated into system design and operation. 
Finally, the commodities which have been purchased are still in the delivery stream and few 
commodities have actually been installed. 

Nevertheless, there are a number of positive signs which indicate progress toward solving 
some of the problems which have heretofore preverited commercial viability: 

a Zonal Repair Facilities - The USAID RE project funded a study to 
determine the feasibility of establishing equipment repair facilities on 
a regional basis. A draft of the Zonal Repair/Service Center 
Feasibilitv Studj was completed by NRECA in October 1990. The - ------- 
study findings indicate a large amount of potentially repairable 
equipment sitting in warehouses; unusable due to a lack of spare parts 
or repair skills necessary to rehabilitate the equipment. The study also 
indicates that this equipment has a replacement cost of approximately 
$6.45 million. Although the study favors the zonal repair facility 
concept, questions remain regarding location, organizational structure, 
long term sustainability on a zone by zone basis, etc. These questions 
need to be addressed in more detail through an implementation study. 

a Svstem Studies - As discussed in Section 2.2.4., the LRP's and 
Sectionalizing Studies for the RECs are proceeding. With the 
modifications previously noted, these studies should help to ensure the 
economical rehabilitation, upgrading and expansion of the distribution 
systems. 

Com~uterization - As discussed in Section 2.2.5, plans to implement a 
standardized microcomputer-based customer accounting systems at the 
RECs are still in the early stage. Some RECs have gone ahead and 
installed their own computer systems either with their own resources 
or through a grant from the ADB. 

System Losses - Significant steps are being taken to reduce technical 
and non-technical losses. While most of the commodities purchased 
as part of COMPAC 1 and 2a have not yet been installed, it is 
reasonable to expect that the installation of new transformers, 
capacitors, meters etc. will result in a reduction in technical losses. 
Balancing the loading on three phase lines and implementing other 
recommendations from the system studies should also help to reduce 
losses. 
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Effort is also being made to reduce non-technical losses through 
replacement of meters, member-consumer education, antipilferage 
legislation and enforcement. In some areas, Barangay Power 
Associations (BAPA) have also been revitalized to prevent power 
theft through installation of "mother" watt-hour meters in conspicuous 
places that keep track of electricity consumption of an entire barangay. 
The cooperation of local government officials and the media has also 
been sought. Incentives have been granted to barangays that achieve 
insure low system loss and come up with a high collection efficiency. 

Kislap Kuryente (KK) is an anti-pilferage campaign conceived by the 
NEA administrator which is aimed at reducing non-technical systems 
losses which has generated the support of member-consumers who 
have formed their own organizations that remain vigilant against power 
theft in their respective communities. Through KK, NEA expects to 
generate additional savings as the program continues to make the 
general public aware of the menace that power thieves pose on the 
country's economy. While no statistics are available at the present 
time to judge the impact of these programs, the combined effort is 
bound to have a positive effect. 

Rate Increases - As of September 5, 1991, rate increases for 101 RECs 
had been approved. Of these, 88 represented rate increases while at 
13 other RECs existing rates were retained since the margins 
developed as a result of the 1.4 multiplier in the purchased power 
adjustment claus was considered adequate. Of the remaining RECs, 
13 are expected to submit the necessary endorsements in the near 
future while the remaining five are scheduled for final discussion. A 
listing of the RECs with rate increases approved between August 1990 
and August 1991 is provided in Appendix K. 

Restructuring of Debt - As discussed in Section 2.1.3 there were 38 
RECs who had availed of the loan restructuring program. Efforts to 
alleviate non-payment problems have been mixed, with approximately 
one-third of these RECs again falling into arrears. There is a clear 
need to closely monitor the implementation of the debt restructuring 
program to ensure achievement with its objective. 

- Recommendations - 
Based on our findings relative to the progress being made by the RECs toward achieving 
commercial viability, the Evaluation Team recommends the following: 

1. Extend the zonal repair feasibility study to consider the question of location, 
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organizational structure, long-term sustainability on a zone-by-zone basis etc. 
in more detail. 

2. Closely monitor the debt restructuring program to ensure that the objectives 
of the program are being met. 

2.7 Proiect Performance Targets 

As mentioned previously, it is too early to evaluate the progress of the RECs in meeting 
Project Performance Targets. Many of the policy/institutio~lal reforms have yet to be 
implemented in the field and few commodities have been installed to date. The following 
assessment, therefore, should be considered preliminary and not an indication of the 
ultimate effectiveness of the USAID RE Project: 

System Losses - The Performance Target for system losses is set at a 
maximum of 15 percent. It is important to note that this target is useful for 
measuring the performance of the participating RECs on a general basis, but 
may not be appropriate for assessing the performance of each individuai REC. 
Commodities purchased under the USAID Project may or may not be 
sufficient to reduce system losses to 15 percent or below for each and every 
REC. However, as a general rule, the elimination of non technical losses 
alone should allow most systems to achieve the targeted loss level. 

Appendix Q provides a comparison of system losses for the participating 
RECs. The comparison shows mixed results with some RECs experiencing 
an increase in losses over 1987 and/or 1990 and others experiencing a 
decrease. Some of the increase in losses may be attributable to rate increases 
causing an increase in pilferage and/or better reporting procedures. 
Nevertheless, the Evaluation Team believes that the program currently 
underway to reduce non-technical and technical losses is on target and the 
results of this effort will eventually show up in the financial performance of 
the RECs. 

0 Power Factor - The Project Target for power factor is established at a 
minimum of 95 percent. Since many of the capacitors have not yet been 
installed, it is too early to measure the results of the program. 

Collection Efficiency - The Project Target for collection efficiency is set at a 
minimum of 95 percent. Again it is too early to accurately assess any trends 
resulting from the efforts to improve this area. Appendix 
R provides a comparison of collection efficiency for the periods 1989, 1990 
and 1991 to date. This comparison indicates that the RECs are collecting 
93% of current receivables. Collection of -1 receivables, however, is only 
89%, an indication of the presence of hardcore arrears in the RECs portfolio. 
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It is apparent that the RECs lack a systematic approach in dealing with 
hardcore arrears and defaults. 

Financial Operations - While no specific financial objectives for the RECs 
have been established for the USAID Project, it is intended that the financial 
performance of the RECs will improve and that operating expenses per 
kilowatt hour will be reduced. A comparison of selected operating and 
financial results for COMPAC 1 and 2 RECs for 1989 and 1990 is provided 
in Appendix S. The following general observations may be drawn from these 
statistics: 

1. Operating revenues increased by 26.5% cver the past two years (page 
2). Operating revenue per kwh increased by 13.9% (page 6) 
indicating that approximately one-half of the revenue increase was due 
to increased sales with the other half due to rate increases. (Note 
that since a number of RECs increased rates during 1990 and 1991, the 
full impact of the rate increases is not reflected in this comparison of 
1989 and 1990 data.) 

2. Power cost during this period increased by 25.1% (page 2), or 
approximately 0.7% less than the increase in operating revenue. 
Thus, the spread between operating revenue and power cost widened 
providing additional funds to cover operating expenses. 

3. Non-power supply operating costs per kwh increased by 8.2% from 
1989 to 1990 (page 7). This was probably due to increased 
maintenance, collection etc., activities which were not possible until 
increased revenue provided additional funds. 

4. Operating margins (before interest and depreciation expense) 
increased by 44.4% (page 3), an obvious positive sign. 

5. Depreciation expense increased by 27.9% over the past two years 
(page 4). While this level of increase seems highly unusual, it may be 
due to the addition of a new plant or perhaps to the use of higher 
depreciation rates. 

6. Net margin has increased by 155.5% (page 5) ,  another positive sign of 
progress. 

a Power Outages - Again no specific target has been established for a reduction 
in power outages. In any event, it would be too early to measure the impact 
of the USAID Project on improving service reliability. Nevertheless, the 
Evaluation Team is confident that the transformers, fused-cutouts, 
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sectionalizing equipment etc. purchased through the COMPAC 1 and 2a will 
play an important role in reducing outages. The sectionalizing studies and 0 
& M surveys should also have a positive effects. 

The Team notes, however, that additional effort needs to be expended on the 
part of NEA and the RECs to improve the reporting of outages so that 
performance may be more accurately measured. At the present time, 
reporting is very sporadic and few, if any, RECs keep adequate summaries of 
outages by cause. The Team recommends that outage recording software be 
included in the engineering software package purchased for the RECs. 

Currency With NPC Payments - The RECs pay for their monthly purchases 
to NPC during the following month. An indication of how well the RECs 
meet their obligation with NPC is provided by the ratio of average monthly 
Purchased Power Expense to Accounts Payable - NPC. A resultant ratio of 
more than one means that the particular REC has an arrearage with NPC. 
Appendix T shows the standing of each COMPAC 1 and 2 REC. In general, 
the RECs are current with their NPC payments. The average ratios of 1.20 
to 1.35, when translated into number of days, means that the RECs were able 
to fully pay their monthly billings for the period 1989 to June 1990 after six 
to ten days from due date the bill was recorded on the RECs' books. 

Currency with NEA Payments - As shown in Appendix U, progress has been 
made in improving NEA's collection efficiency for COMPAC 1 and 2 RECs 
with the ratios increasing from 84% as at year end 1990 to 92% by June 1991. 
These percentages compare favorably with the national average of 54% and 
57%, respectively. 

Improved Financial Ratios - The Contract of Loan between NEA and the 
COMPAC 1 and 2 RECs requires the RECs to meet certain financial tests. 
Appendix V provides a listing of these provisions and the status of the RECs 
compliance with such provisions. 

A summary of the Project Paper Progress Indicators is provided in Table 2-2. A comparison 
of USAID and World Bank operational initiatives, and Evaluation Team recommendations 
is providid in Table 2-3. 

2.8 GOP Contribution 

Under the terms of the Project Agreement between the GOP and USAID dated September 
28, 1988, the GOP is committed to contribute US$ 13.5 million toward the RE project. In 
September 1991 USAID contracted with a local accounting firm to audit the GOP's 
contribution to date. The results of that audit are presented in Appendix G. A summary 
is presented as follows: 
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TABLE 2-2 

PROJECT PAPER PROGRESS INDICATORS 

Ouantitative Ou~u t s  (Tracking Indicators) 

1. Increased collection efficiency (95% of total accounts receivable). 
2. Decrease in operating expense per kWh. 
3. Reduced power outages. 
4. System loss reduction (reduce to average of 15%). 

Im~rovernents {Ouantitative Indicators) 

Improve 

1. Inventory Control 
2. Loan Administration 
3. Accounting & Financial MIS 
4. Number of NEA Functions Reduced 

Policy Action 

Turn over all NPC direct connection non-utility costomers to RECs/ 
District utilities. 
GOP assumes FX exposure of NEA loans. 
NEA & RECs cease activities unrelated to rural electricity distribution 
(e.g. BLISS program, TANGLAW, and LIVELIHOOD projects). 
Transfer REC generation & transmission to NPC on case by case basis. 
Adjust NPC tariffs. 

Consolidate RECs into viable units. 
Establish revolving loan fund for REC loans. 
Member referendums on financial/operating targets. 
Races based on marginal cost pricing. 
NEA re-establish supervising/monitoring function. 
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TABLE 2-2 

PROJECT PAPER PROGRESS INDICATORS 
(continued) 

IV. Other 

1. RECs 

a) Improve repair facilities for equipment. 
b) O&M studies to determine system operating requirements, 

improvements and rehabilitation needs. 
c) Redirect member services departments to emphasize member 

cornmclnication, education and involvement in REC affairs. 
d) Implement microcomputer-based billing and customer accounting 

system. 

Key PP Identified Performance Areas 

KEY PERFORMANCE AREA DESIRED LEVEL 

NEA amortization payment 
NPC power account 
System loss 
Collection efficiency 
Accounts Receivable 
Advances to officers & employees 
Consumer Account Expense 
Administrative and general expense: 

2,000 MWh sales and above/mo. 
1,000 to 1,999 MWh sales/mo. 

Signed up membership 
Involvement in annual meeting 
Involvement in district elections 

- current 
- current 

- 15% or below 
- 95% 

- less than two (2) months sales 
- P50,000 & below 

- P7.00 per consumer 

- PO.ll per kwh sold 
- P0.23 per kwh sold 

- 80% 
- 16% . 

- 80% 
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TABLE 2-3 
MAJOR OPERATIONAL INITIATIVES 

Dale Oflober 28.1991 

World Bank2 USAID Slatun '3 Rcmmmendauons 

lmpmw REC wlieccion 

Impme hancial 
opcnlionr 

Dtaux REC Oprating 
olpw p r  kWb 

Jonpower mu Inr than 
0% ol power oosu 

Rcduce REC power oulager 1 AID !G3 Projca God U n p n  Dam from RE0 ' Cantinue to / NIA I inoomplur(ReI:21] povrcrou~a&u I 
4verage 2E% l o w  Average 15% lmau As d Wt 173% A v m v  15% losru I (RcC 27. AppcndiiQ) 

1 REC System Lwler reduced I (tech and nm-tea winbind) 

RECm k r p  current with NEA 
and NPC paymenu NIA 

AID RE Projca Goal As d o I l . P i %  Continue sr Planned 
current with NEA and 1- 
current wiL NPC (Rek 27 1 AppnduQ) 1 1 

Amount ku than 2 
NIA monrlu wl* I NlA 

Lcr, than two m o n h  I& 
Convol a h  advancsr u, 
oiflcerrlemployeer 

Control wsmmer a u r  expense 

Mainlnin mu1 at Continue as planned 
pS9000 or bJow 

p7.Wwtomer Continue as planned 

Target for signed-up 
REC membership NIA I 

16% NIA 16% I Target lor memkr involvemen 
in annual mrdngs 

Target lor involvement in 
Dillria Eketions 

m em 
NIA I I Eliminate ovenulf in~ NIA 200oonsumen per e m p l o ~  NIA I Continue as Planned I 

45% load laaor minimum Continue a$ Planned 
NIA NIA 

lnauue utiliution d 
disuibutian system upaaty 

I 95% power factor target 1 95% power factor 
NIA I NIA I 

15% d annual invuunent 

p r o ~ m  I NIA I NIA ' I NIA I 
Minimum 1.1 I NIA I NIA I NIA I 
Minimum 1.0 I NIA I ./A I 

'1. Tbc anal Repon lor the Republic o l  Ihc Philippinu Special Assislanu lor Pmka  Fwmali& on NEA Elcsuilicalion PmjesL 
prepared for OECF by L c  SAPROFTeam d m  not ulabl ih any spe*iic performance largeu - 

.Z Rep World 6ank'Ycllow P a p t  and Appraisal Missban. Alde Mcmocie, dstd March Eb 1991. 

-3. Compact 1 and 2 RE& 
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CATEGORY BUDGETED 

1. Commodities 

COMPAC- 1,2,4 $ 5,870 
Computer Equipment for NEA 500 
Computer Equipment for RECs 540 

$ 6,910 

AUDITED 

2. Training $ 304 $ ---- 

3. Project Operations/Management $ 6.3 14 $ 134 

Total $13,528 $ 5,958 
The Evaluation Team did not have the resources to substantiate the findings of the 
independent auditors, or to reconcile the exact figures which appear to be heavily skewed 
toward the commodities category. A comparison of the auditors report on GOP 
expenditures and USAID expenditures is the following: 

ITEM GOP USAID 

1. Life of Project Budget $13,528 $40,000 

2. Spent to Date $ 5,958 * $15,225 

3. % Expended 44 3 8 

(*) Does not include in kind contributions 

The GOP expenditures, as the audit report defines, appear inconsistent with both the life-of- 
project budget and expenditure status of September 30, 1991. It is recommended that 
USAID have the auditors rework their analysis to confirm to the current budget and 
expenditure status, and that additional back up information be provided. In-kind 
contributions also need to be accounted for and the actual expenditures reconciled. 

2.9 Conclusions of Mid Term Evaluation 

Based on our review and evaluation of Phase I of the RE Project, the Evaluation Team 
offers the following summary conclusions: 

1. The USAID RE project appears to be well conceived and designed and is on 
target with respect to the needs of the RE program in the Philippines. In 
spite of the late start, progress to date has been substantial as major 
fundamental institutional and technical changes have been effected. 
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2. The USAID RE Project should be given substantial credit providing much of 
the impetus in accomplishing these changes. 

The GOP has demonstrated continuing commitment to the effort to establish 
a commercially viable RE program through the introduction of key legislation 
and policy reform. The reform process, however, is not yet complete and 
there is a need to continue to press for passage of the proposed legislation. 
In addition, the COP should be encouraged to follow through on the transfer 
of direct cbnnected industries to the RECs. USAID should consider making 
the passage of key legislation a conditionality of continuing assistance under 
the Phase I1 parallel financing arrangements. 

4. The NEA has demonstrated continued commitment to achieving commercial 
viability of the RECs through a number of major institutional changes such 
as the adoption of a new Statement of Operating Policy and the streamlining 
of NEA's organizational structure. In addition, NEA has adopted or is in the 
process of adopting numerous policies/guidelines which should foster greater - 
fiscal responsibility and efficiency on the part of both NEA and the RECs. 
Ultimate success in implementing these reforms, however, will depend on 
NEA's commitment to communication, training and consistent enforcement. 

5. The TA component of the USAID project appears, in general, to be on target 
and progressing as planned. The Team notes, however, the following areas 
where improvements/enhancements are in order: 

Greater effort should be expended to involve the RECs in the 
distribution planning process. This will provide a greater sense of 
ownership, and a higher quality end product and will advance the time 
when the RECs will be able to stand on their own. 

The distribution planning process needs to be enhanced to include the 
economic evaluation of alternatives and the use of modern load flow 
simulation models. 

There is a need to investigate alternative materials and/or construction 
techniques which have the potential to extend the average expected life 
of distribution facilities. 

Training of NEA and REC management and employees continues to 
be a weak link in the effort, not due to lack of interest or dedication, 
but to budget constraints. Achieving commercial viability of the RECs 
will depend on improving managerial, administration and job skills at 
both the NEA and REC levels. 
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6. The commodity procurement component of the project has gone well. While 
a few minor problems have been experienced, these problems are not 
considered uncommon for a procurement of this size. For future reference, 
particularly with the much larger equipment procurement for the World 
Bank/OECF projects, the following is noted: 

a. There is a need to automate the materials handling process to improve 
efficiency. 

b. Communication between NRECA and NEA needs to be improved to 
ensure a smooth operation. 

c. There is a great need for transportation and construction/maintenance 
vehicles at the RECs. Unfortunately, the 35 boom trucks purchased 
under the USAID project appear to be undersized for some REC 
applications. 

d. Disposition of COMPAC 3 Mobile transformers needs to be 
determined. 

7. It is too early to assess the progress of the RECs toward meeting Project 
Performance Targets. Most of the commodities have not yet been installed; 
and the majority of the new policies/guidelines have not yet made it into the 
field. 

8. USAID contracted with a local firm to audit the GOP contributions to the 
project. The draft report, submitted to USAID in late September 1991, 
indicates that to date, the GOP has contributed approximately US $&OM of 
the total commitment of US $13.5M, or 44 percent. This compares to 
USAID's expenditures to date of US $15.2M out of a total commitment of US 
$40.OM, or 38 percent. However, the Evaluation Team notes that there 
appears to be some inconsistencies with both the current budget and the 
expenditures to date and recommends that USAID request the auditors to 
rework their analysis and/or explain the inconsistencies. 

3.0 PHASE I1 PROJECT REDESIGN 

3.1 Introduction 

This Mid-Term Evaluation is intended to evaluate the progress achieved during Phase I of 
the project, and make recommendations for the redesign of Phase I1 of the project within 
the framework of the WB/OECF parallel financing arrangement assuming that the 
evaluation concludes that such an arrangement is feasible and desirable. As a part of the 
evaluation, the Team reviewed Scenario No. 4 from the ERI report, the compatibility of the 
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WB/OECF/USAID projects, and the current requirements of NEA and the RECs, to arrive 
at a structure for the project redesign. The following sections of this report focus on these 
elements and lay out the redesign framework. 

3.2 Compatibility of WBIOECFIUSAID Projects 

The World Bank (WE) and the Overseas Economic Cooperation Fund (OECF) have 
entered into negotiations with USAID to establish areas of mutual support in revitalizing 
and rehabilitating rural electrification in the Philippines. A list of the RECs involved in the 
WB and OECF projects is provided in Appendix C). While there are differerices between 
all three programs (see Appendix X), the basic purpose and objectives are similar. The 
project redesign in this section is based on the assumption that it is possible to structure all 
three programs to be mutually supportive and run concurrently. This premise is based on 
the following findings: 

The WB and OECF loan programs are essentially commodity funding 
mechanisms for REC rehabilitation and expansion based on achieving 
financial viability of the entire system. Each loan also contains provision for 
some degree of Technical Assistance and project management. Definitions 
of financial viability and technical performance vary somewhat, but the overall 
objective is almost identical. Each program includes provision for funding of 
REC system expansion (the USAID program does not), and the OECF 
package includes an element for energizing rural areas based on social needs. 

2. The USAID component concentrates on providing Technical Assistance and 
technical loss reduction/institutional commodity procurement. The TA 
portion is designed to support the commodity procurement and provide 
needed institutional development assistance to strengthen NEA and the 
RECs. USAID has indicated it would be receptive to reallocating funds from 
commodity procurement (which WB and OECF can finance) to increased 
Technical Assistance. 

The characteristics of the three programs fit well within the general policy of the National 
' 

Economic Development Authority (NEDA) to utilize grant funds (USAID) for Technical 
Assistance and loan funds (WB and OECF) for commodities. The Evaluation Team 
supports earlier findings that USAID can leverage its grant funds by supporting the broad 
program of WB and OECF. 
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The World Bank has installed the following conditions relative to its proposed loan to 
NEA:~ 

"As conditions of negotiating the proposed loan, NEA will need to: 

a) Furnish to the Bank ten satisfactory Schema Evaluation Reports (para. 4.9); 

b) Nominate a Project Director, with qualifications satisfactory to the Bank, 
(para. 4.23). 

Assurances would be sought at negotiations that NEA would: 

a) Not amend, abridge, or repeal the SOP, or any annex thereto, without 
obtaining the Bank's prior consent (para. 1.9); 

b) Furnish to the Bank by June 30 of each year, its annual financial statements 
certified by an acceptable auditor (para. 2.12); 

c) (i) conduct jointly with the Bank an annual review of its investment program 
for the next five years its investment accomplishments for the last two years, 
and (ii) adopt any mutually acceptable adjustments (para. 4.9); 

d) Furnish the remaining Evaluation Reports to the Bank for review and 
comment (para. 4.9); 

e) Furnish to the Bank a copy of each on-lending agreement not later than one 
month following its signature (para. 4.14); 

f) Have its activities in relation to the Special Account, as well as the Statement 
of Expenditures being maintained for disbursement purposes, audited in 
conjunction with the audit of its annual accounts (para. 4.18). 

At negotiations, understandings would be sought that the Government and NEA would: 

a) Utilize resources accumulated in Foreign Exchange Trust Fund only for the 
purpose of covering NEA against future foreign exchange losses (para. 5.12); 

b) Use their combined best efforts to ensure that necessary legislation to 
increase NEA's authorized capital to P 20 billion is enacted by the end of 
1992 (para. 5.18). 

7 Refer to pages 42 and 43 of the World Bank's "Yellow Paper". Note that the paragraph 
references are to the "Yellow Paper". 
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The following would be conditions of effectiveness of the proposed loan: 

a) NEA's retention of consultants to conduct a Technical Assistance effort in the 
area of materials handling (para. 2.5); 

b) NEA's retention of consultants to provide assistance with NEA's loan 
administration function (para. 2.10); 

c) Effectiveness of the USAID parallel financing (para. 4.13)." 

A comparison of the various operational initiatives under the WB and/or USAID projects 
was provided in Table 2-3. ( A comparison of major policy initiatives under the WB and/or 
USAID projects was previously included as Table 2-1. 

Final negotiations between USAID, WB, OECF and the GOP still remain. It is 
recommended that USAID take into consideration the following points: 

1. Resolution of final goals for technical loss reduction. The Evaluation Team 
recommends that USAID continue to press for a system loss target of 15% as 
being both desirable and achievable under the parallel financing agreement. 

2. Resolution of final goals for financial viability. The Evaluation Team 
recommends that USAID seek to obtain consensus of the World Bank and 
OECF in endorsing the.USAID project performance targets (see Table 2-2). 

3. Specific definition of what, if any, Technical Assistance will be financed under 
WB and OECF. The Evaluation Team recommends that there be a clear 
division of responsibilities to minimize potential problems of coordination. 

4. Establishment of a clear division of responsibility for procurement of 
commodities by WB OECF, and provision for Technical Assistance funded by 
USAID. The Evaluation Team recommends that the World Bank and OECF 
be responsible for providing assistance in areas of materials handling and 
construction monitoring for their own projects. 

5. Establishment of common project milestones, evaluation criteria, and 
evaluation time frame for related activities. The Evaluation Team suggests 
the following Project Milestones and Evaluation Criteria: 

Project Milestones 

Development of a Parallel Financing Agreement with the 
World Bank and OECF. 
Development of consultancy contracts: 
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- NRECA Extension (financial/institutional and REMP) 
- Engineering 
- Training 

Completion of World Bank Materials Management Study and 
Action Plan to implement the recommended system. 
Completion of NRECA's analysis of computer requirements 
and determination of hardware and software to be provided. 
Passage of key legislation. 
Development of World Bank/OECF disbursement schedule. 
Definition of USAID Phase I1 commodities component. 
Development of commodities specifications, procurement, and 
installation. 
Completion of REMP. 
Completion of engineering planning studies and system maps. 
Development of training plans and curriculum. 
Identification of the appropriate vehicle for training. 
Interim evaluation (second quarter, 1993, before current 
NRECA contract expires). 

Evaluation Criteria 

REC progress toward achieving performance targets (eg, system 
loss reduction, collection efficiency, etc.). 
As NEA's new policies/guidelines are implemented and 
COMPACs 1,2a, and 3 are installed, evaluation of this program 
will become more meaningful. 
REC progress toward computerization, materials installation, 
training, etc. 
NEA progress in implementing policies/guidelines, 
computerization, debt reduction, etc. 
GOP progress in passing key legislation. 
Performance of Technical Assistance contractor in completing 
work items, studies, MIS analysis, etc. 
Performance of commodity procurement and delivery activities 
for USAID/World Bank/OECF projects. 

The Final Report for the Republic of the Philippines Special Assistance for Proiect 
Formation NEA Electrification Proiect, prepared for the OECF by the SAPROF Team, 
dated February 1991 does not establish any specific performance targets or operational 
objectives for the OECF project. However, various World Bank documents do create 
performance targets which parallel, in some respects, the USAID performance targets. 
Three specific areas where the World Bank and USAID performance targets differ are REC 
collection efficiency, system losses, and operating expense: 
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1. System Losses - USAID has established a performance target of 15% for 
systems losses whereas the World Bank target is 20%. While the World Bank 
target is more lenient, the Evaluation Team notes that if the USAID program 
is assumed to be sufficient to result in a reduction in system losses to 15%, 
the World Bank/OECF project being much larger and addressing similar 
causative factors should actually result in lower system losses than that 
possible from the USAID project alone. The Evaluation Team recommends 
that USAID continue to target a reduction in system losses to a maximum of 
15 %. 

2. Collection Efficiency - USAID has established a performance target of 95% 
for REC collection efficiency where as the World Bank targeted 85%. Since 
the issue is addressed largely through the USAID Technical Assistance 
component, the fact that the World Bank target is lower, will have no impact 
on what is actually achieved. The Evaluation Team recommends that USAID 
maintain its position on a targeted collection efficiency of 95%. 

3. Operating Expense - USAID has set an objective of reduced operating 
expense per kwh, but has not specified the amount of reduction. The World 
Bank has taken a different approach by targeting 0 & M expenses to be a 
maximum of 40 percent of power costs. While on the surface both objectives 
would appear to be desirable, they should be applied judiciously. Distribution 
0 & M expenses, for example, tends to be as much a function of the level of 
the current construction program as a measure of efficiency. If the 
construction program for the current year increases, 0 & M expenses are 
likely to decrease as costs associated with personnel, equipment, and materials 
are capitalized rather than expended. Further, if revenue is down, 0 & M 
expenses may be artificially low as needed programs are deferred due to lack 
of funds. Consequently, the Evaluation Team recommends that USAID 
continue to monitor the RECs' 0 & M expense with the objective of reducing 
costs on a kwh basis, but that the achievement of the target objective be 
evaluated judiciously. 

Another area where a potential for conflict between USAID, World Bank, and OECF 
projects exists is in the nature of the commodities purchased. The USAID project is clearly 
directed at rehabilitation of the existing distribution system with the objectives of improving 
reliability and reducing losses. In contrast, the World Bank and OECF programs include 
elements of system expansion as well as rehabilitation. In fact, the OECF program even 
includes funds for extending services for humanitarian purposes. It should be noted, 
however, that even though the World Bank and OECF include a system expansion 
component, the total funds available for system rehabilitation through these programs 
(World Bank US $35.4M plus OECF US $23.7M for a-total of US $59.1M) greatly exceed 
the amount allocated by USAID for COMPAC 2b and 4 (US $16.7M). Thus, it would 
appear that the parallel financing arrangement will result in a sub-targeted increase in funds 
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allocated to system rehabilitation efforts compared to the USAID project alone. 
Nevertheless, USAID may wish to press the World Bank and OECF to place greater 
emphasis on rehabilitation efforts. 

The Evaluation Team also noted that BOHECO 11, which was to be included in COMPAC 
4, is not included in either the World Bank or OECF programs. Likewise, ILECO, 
CEBECO 11, BOHECO I, and COMPAC I RECs are not included in the World Bank or 
OECF programs. In negotiation with the World Bank and/or OECF, USAID may wish to 
insist that these RECs be included in the parallel financing projects. 

Finally, it should be emphasized that NEA and the REC will require assistance in handling 
the material and monitoring construction of facilities procured with World Bank and OECF 
funds. While it was previously suggested that USAID might provide funding for the 
assistance, the Evaluation Team recommends that this assistance be funded as part of the 
World Bank and OECF program cost of construction. This approach will eliminate any 
possibility of USAID being held responsible for World Bank and/or OECF projects; and, 
because material handling and construction maintenance are a legitimate element of the 
cost of construction and maybe capitalized, it should not violate GOP restrictions on the use 
of loan funds for Technical Assistance. 

It is further recommended that all three respective donor organizations establish a central- 
point-of-contact to coordinate with the NEA project implementation team. 

3.3 Evaluation of the ERI Report Scenario No. 4 

Under contract with USAID, Energy Resources International, Inc. (ERI) prepared a report 
entitled The USAID/Philippines Rural Electrification Proiect: Its Status and Options, dated 
May 24, 1991. The ERI report described four possible scenarios for continuation of the 
project with the fourth scenario recommended. USAID has tentatively accepted the 
conceptual framework of Scenario 4 assuming confirmation by the Mid-Term Evaluation. 
The following are key elements of the redesign, along with the Evaluation Team's findings 
(see Table 3-1 for a summary): 

1. Proiect Duration and Technical Assistance -.The Evaluation Team concurs 
with the ERI report to extend the PACD by 27 months to December 1995 
and provide some measure of Technical Assistance during this extended 
period. 

2. Technical Assistance - The ERI report describes a broad program of technical 
assistance, primarily in engineering, procurement/materials handling, project 
management, and human resources development. A total of seven long-term 
resident advisors and one long-term non-resident advisor are recommended. 
The Evaluation Team recommends paring this assistance down to a more 
practical and manageable level, specifically: retain the two long-term ' 
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TABLE 3-1 
ERI REPORT FRAMEWORK - WB/OECF 

AND EVALUATION TEAM RECOMMENDATIONS 

ITEM 

I. Project Duration -The 
current PACD is Sept 1993 

L Phase 11 activities call 
for COMPAC-2b and 4 to be 
completed, total cost of 
SUSD S1.81 million 

3. Provide long-term 
wnsultingse~cea for the 
duration of the project 

4. Long term resident 
Advisors: 

5. Technical Assistance 

6 Commodities: 
(excluding COMPAC2b,4) 

7. Training 

8. Budget Breakdown 

ERI RPT RECOMMENDATION 

$tend the PACD 27 months to 
mver the full duration of the 
NBIOECF projects 

I m p  COMPACB, 4 and 
dlocate funds toTA and 
%Iternate commodity procurement 

Extend the long term wnsultancy 
mtract  lo run concurrently 
Kith the WBIOECF projects. 

Provide a total of seven: 
-Two for basic management 
plannink and engineering 
services 

- One for master planning 
- One for procurement 
-Three for human resource 
development 

In addition, provide a long term 
(non-resident) advisor for 
material handling. 

Prov~de T A  for: 
- PHILRECA - Slrategic Plannmg 
-Special REC Fmanc~al 
Management 

- Materials Procurement and 
Management 

- Engneering Renew and 
Mon~tonng 

- Add~tional Compuleruauon - Human Resources Development 

Provide the following: 
44.378 M M  Baom Trucks 
-$LO M M  Bucket Trucks 
- $3.0 M M  Utility Vehicles 

Allocate $2935 M M  lor a broad 
program of Human Resources 

TA t13.293.W 
Commdilies 522,4400 
Training S2935.W 
OpslMgmt $700.00 
Evaluation $200.00 
Contingency $380,00 
Total S40.0040a 

COMPATABILITY WITH WBIOECF 

iome degree of technical 
sistance will be necessaly for 
he duration of the project 

h e  commodity procurement planned 
or COMPAC-2b,4 can be covered by 
hese two projecu. There is a 
liscrapency between the eligible 
E C  lisu of WBIOECF and the 
JSAlD COMPAC-2a REG, whicb 
vili need to be resolved 

'robably necessary, particularly 
f the TA component of these 
rojecu is dropped 

3nly the procurement and 
naterial handling advisors 
lirectly affect these projects. 
[he level of support that WB 
~ n d  OECF can provide in these 
ireas is undeiined 

411 these proposed areas of T A  
Ire compatible with WBIOECF 

Vehicles will help support the 
mmmodity installation, pole 
treatment chemicals are not 
applicable to these projects. 

NIA 

EVALUATION TEAM RECOMMENDA'.PlOh'S 

%tend the PACD to Dec 1995 

Drop the COMPAC-2b.4 from the Phase I1 
xogram, provided: 1)WB and OECF 
agree to pick up all REC's in 
ZOMPAC-?a which qualify lor 
ZOMPAC-Zb. and 2)agreemeot on 
xpanded TA is reached with WB, 
3ECF. and NEA 

Provide long term consultant 
Pechnical Assistance through 
he PACD of Decemeber 1995 

Provide four long term resident 
sdvison: two for basic project 
management one for master 
planning and one for taining. 
WBIOFCF tc include the cost of 
procurement and materials 
handling in the commodity package. 

Concur with T A  in: 
- Master Planning 
-Engineering 
-Special REC Financial 
Solutions 

Reduced level of TA in: 
-Human Resource Development 
(Training) 

- PHILRECA 
- Zonal Repair Centen 

Delete TA in: 
-Materials Procurement and 
Management 

Recommend S10.518 M M  in Additional Commoditi~ 

-Computers 
-Vehicles - Pole Treatment Chemicals 
- Watt-hour Meters 

Allocate S1.m M M  for a more 
basic and focused program. 

TA 
Commodities 
Training 
OpsIMgmt 
Evaluation 
Contingency 
Total 
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advisors in the project management area; provide one long-term advisor for 
master planning and one long-term advisor for training; provide additional TA 
in engineering and technical issues; and delete TA for procurement and 
materials handling. This approach necessitates that the WB/OECF prqjects 
be responsible for commodity procurement and materials handling associated 
with their own projects. It also significantly reduces the human resources 
development program recommended by ERI. 

3. Commodities - The Evaluation Team recommends somewhat more commodity 
procurement than the ERI report, specifically in expanded computer 
procurement, vehicles, pole treatment chemicals, and possible watt-hour 
meters. 

The following sections describe the redesign in more detail. 

3.4 Project Redesign Overview 

While maintaining the original goals and objectives of the project, Phase I1 will essentially 
be a complete redesign of the specific program elements. The redesign centers on two key 
assumptions: 

1. The World Bank and OECF projects will provide funding for the majority of 
system loss reduction, expansion, and rehabilitation commodity procurement. 
These projects will also fund some degree of support equipment such as 
computers and possibly vehicles. 

2. USAID grant funds for Technical Assistance will be considerably increased 
and the majority of previously planned commodity procurement will be 
dropped. USAID will not be directly involved with commodity procurement 
handled by the WB and OECF. 

The major changes to Phase I1 of the project are as follows: 

PACD - Extended to December 1995. 

Commodities: 

COMPAC-2b, 4 will be dropped 
Computer procurement is expanded 
Vehicle procurement is expanded 
Pole treatment chemicals are considered for funding by USAID 

- Watt-hour meters are considered for funding by USAID. 
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3 

Technical Assistance: 

- Procurement and materials handling are dropped, the costs for this TA 
will be incorporated into the WB/OECF commodity loan package 

- Long-term TA is extended over the new PACD period 
Engineering, training, master planning, and financial and institutional 
support is expanded. 

The Phase I1 project can be completed within the original project budget of $40 million. 
An updated project Phase I and Phase I1 Activity Chart is illustrated in Figure 3-1. 

3.5 Extension of PACD 

The Project Assistance Completion Date (PACD) will need to be extended to December 
1995 in order for the Technical Assistance to cover the duration of the proposed WB/OECF 
project loan. Both these institutions have defined the project time frame as 1992 through 
1995. It is anticipated, however, that the USAID project activities will taper off significantly 
over the later years. 

3.6 Technical Assistance 

3.6.1 Engineering 

Continuing Technical Assistance in the engineering area will significantly enhance NEA and 
the RECs' ability to implement the current project. Assistance will also help lay a sound 
technical foundation for ongoing operation, expansion, and maintenance of the distribution 
systems. The specific areas of proposed planning assistance which go beyond the present 
and currently planned assistance are as follows: 

1.. Expand engineering services to approximately 106 RECS' 

The Work Statement in the NRECA contract states that "the Contractor shall 
conduct system studies of REC distribution systems which shall include a 10- 
year load forecast; system improvements required and estimated cost in time 
frame." Similar work items are provided for mapping, sectionalizing studies 
and O&M studies. The Work Statement does not clearly state how many 
RECs are to be covered under this section of the contract although by 
inference, one could argue that all 70 RECs included under COMPACs 1,2 
and 4 are intended. Nevertheless, at the present time AWIA estimates that 

8 
There are approximately 106'RECs covered by the USAID, World Bank and/or OECF 
projects. 
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the current budget is sufficient to complete services to only 24 RECs beyond 
the first 36 for a total of 60. 

In order to extend engineering services for 1) distribution, long range plans 
(5-year/lO-year), 2) Q&M surveys, 3) sectionalizing studies and 4) mapping 
to all of the RECs covered by the USAID, World Bank, and/or OECF 
Projects, the current engineering budget will need to be expanded. An 
estimate of the additional cost to extend these services to an additional 46 
RECs is provided below:' 

a. Estimated cost per system based on current $ 40,000 
AWIA contract iriflated at 10 percent for 3 years 

b. No. of RECs x 46 

c. Total Estimated Cost $1,840,000 

Use $l,9OO,OOO 

2. lmwrove Engineering Methods 

As noted in Section 2.2.4 there are a number of weaknesses in the current 
level of engineering services being provided to the RECs including: 

a. Failure to perform least cost analysis (i.e. economic evaluation) 

b. Failure to utilize a modern computerized simulated load flow 
program. 

9 
Ibid. 

Resource Management Associates of Madison, Inc. Page 66 



In order to upgrade the services to the RECs covered under Phase I of the RE project, 
additional budget will need to be provided. A rough estimate of the additional cost is as 
follows: 

a.  oftw ware" $ 30, 000 
b. Revise analysis for RECs where work is already started $ 4, 000 
c. NO. of RECS" x 14 

d. Incremental cost to upgrade the 
analysis for additional RECS'~ 

e. No. of RECs 

Subtotal $ 56, 000 

Subtotal $ 92, 000 

Total $ 176, 000 

Use $ 200,000 

3. Computer Aided Drafting (CAD) Systems 

In view of the fact that new maps are being prepared for the RECs, this 
would be an opportune time to introduce current technology by employing 
Computer Aided Drafting (CAD) techniques, alternately referred to as 
Automated Mapping (AM). While this could be extended to include 
Facilitates Management (FM) capabilities to record and manage inventory 
records developed from the results of the O&M surveys, the RECs are 
probably not ready for this additional step at this time. The cost to purchase 
CAD systems sufficient to handle the mapping for 24 RECs and provide 
initial digitizing services is estimated below: 

lo  
The cost of providing licensed software for each E C  is not included in the above estimate. 

" Approximately 26% of the voltage drop sheets were completed for the first 36 RECs as of 
August 31, 1991. Assume 40% completion by the time the conversion to the revised 
methodology is made. 

l 2  This estimate represents the incremental cost to upgrade the engineering analysis for the REC 
systems where the analysis is not yet complete. The basic cost of the engineering is,included 
either in the original or in the estimate for extending engineering service to additional RECs. 
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CAD Work Station 
Printer/plotters 

Subtotal 
No. of ~ ~ s t e m s l ~  

Equipment/Software Subtotal 

Estimated hours to digitize map per primary km 
Average number of km per REC 
Estimated Cost per hour 
Estimated Cost to Digitize REC system 
No. of RECs 

Digitizing Subtotal 

Estimated cost to develop base maps 
No. of RECs 

Base Maps Subtotal 

TOTAL $ 796,000 
USE $ 800,000 

Note that extending CAD mapping services to only 24 RECs is intended to permit 
field verification of the hardware, software and digitizing techniques to a limited 
number of RECs. 

13 
Assume 1 system for every 3 RECs. 

I 
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4. Summary Cost Estimate 

The Technical Assistance line item for the redesigned project will include the 
following for engineering (re: Section 3.9): 

Expand Engineering Services 16 1,900,000 
Improve Engineering Methods 200,000 
Computer Aided Design (CAD) 800,000 

Total Engineering: 

3.6.2 Training 

A program of training activities aimed at strengthening the technical, administrative, and 
managerial capabilities at NEA and the RECs is important to support the overall project 
goals and related on going and currently contracted activities. 

In particular, there are two areas of training that merit additional funding. The first 
addresses the long-term institutional goal of establishing training capability on the part of 
the RECs so that they can be self-sustaining. The second addresses shorter-term concern 
targeting training in basic job skills that the RECs and NEA require in their new orientation 
as self-interested borrowers and interested lender, respectively. Currently planned training 
activities (e.g., computerization) should be executed as planned under Phase I. 

The Mid-Term Evaluation resulted in the following observations relative to training: 

1. Training requirements tend to be consistent from one REC to another. A 
nationally coordinated training effort with active participation from each REC 
is the best approach. 

2. The development of effective training curricula and associated materials is an 
expensive undertaking and can be significantly facilitated by USAID. 

3. Development of a training program on a national basis will help to ensure 
high standards of quality. 

4. The availability of domestic training resources is limited. A national training 
program can be enhanced and accelerated by acquiring existing foreign 
expertise and training materials. 

5. The principal areas to be covered by the training program are: technical, 
administrative, and managerial. 
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The need for training is well documented and accepted. The project will cover the following 
specific areas: 

1. Technical - Training is needed in routine REC equipment maintenance (shop 
and field), safety, equipment installation, power system design, and demand 
projections. Training in the use of technical software such as voltage drop 
programs is needed as is training related to technical standards and 
equipment specification and procurement. 

2. Administrative - Training is required in all aspects of REC administrative 
functions, including billing, collections, general ledger, investments, materials 
procurernent,inventory control, and salary administration. In addition, training 
in investment strategy, project feasibility analysis, cost control, and asset 
management would be very beneficial. 

3. Managerial - Training in basic management techniques would benefit all 
supervisors and managers throughout the organization. Much of the technical 
and administrative training will only be effective if sound management 
principles are practiced. 

There are a number of potential vehicles which can be utilized to coordinate a 
comprehensive and systematic training program for the RECs. Each of these vehicles have 
positive and negative features which could affect the long term viability and sustainability 
of a training program. 

1. NEA is the logical candidate for training associated with the implementation 
of its policies and guidelines. It would be difficult for an outside organization 
such as PHILRECA to step in to fulfill this role. Once the initial efforts to 
implement the new policies and guidelines have been completed, the financial 
resources required by the training efforts should be reduced and less subject 
to all but the most severe budget restraints. 

2. A suitable training entity needs to be identified for coordinating training 
associated with job and professional skills not directly related to NEA policies 
and guidelines. However, the burden of actually undertaking and 
implementing training efforts should be shared by PHILRECA, regional 
organizations of RECs, national organizations of REC departments/functions 
(e.g. MSD) and other training institutes and private organizations. In this 
way, if PHILRECA does not develop as hoped for, other entities will be in 
a position to fulfill this role. A comrnittee/project team should be set up to 
coordinate and direct development of the training program. The committee 
should consist of representatives of NEA, PHILRECA, the RECs and an 
outside Training Advisor. 
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3. Ownership of any facilities, curricula etc. would be transferred to NEA, 
PHILRECA, or a designated Regional Training Center at the end of the 
project. Transfer of ownership to PHILRECA would only occur if 
PHILRECA met certain conditions relating to performance, future liability 
etc. 

4. An expert training specialist (i.e. Training Advisor) is required to coordinate 
training efforts. However, whenever possible, curricula should be developed 
making maximum possible use of local talent. . 

5. Financing of the curricula development and equipment should be through a 
USAID grant. The cost of conducting the training sessions during the project 
term should be shared by NEA, the RECs and USAID with the assistance 
from USAID phased out over time. 

6. Consideration should be given to provide a significant component of training 
on a regional basis. The establishment of a regional training center, perhaps 
in conjunction with the zonal repair centers would be helpful in this regard. 

The budget for the training component is estimated below. The budget has been divided 
into that portion which will fall under Technical Assistance, and that portion which will be 
included in the training budget line item (ref: Section 3.9). 

ITEM TA TRAINING 
($soo0) ($ 000) 

Long Term Training Advisor (48 mo.) $ 1,000 
Short Term Advisors (15 mo.) 225 
Training Materials 0 
Sponsorship of Seminars 
TA & Training 
Miscellaneous and Contingency 75 

TOTAL $ 1,300 

Notes: 

1. The TA training estimate of $1,300,000 will be added to the Technical Assistance 
budget. 

2. The Training line Item would be increased by $700,000 as most of the existing 
$320,000 is obligated. 
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3.6.3 Master Planning; 

The objectives of the Rural Electrification Master Plan (REMP) is to outline a management 
plan for integrated long-term development of rural electrification in the Philippines, with 
emphasis on the next ten years. The main elements foreseen for the REMP, applicable to 
all of the RECs, are: 

Establishment and implementation of a methodology for investment planning and 
evaluation. 

Preparation of an indicative nationwide investment and lending program, on the basis 
of which a draft investment program can be developed for each REC. 

Development of a sound pricing schedule, together with tariff criteria and suggested 
tariffs for each REC. 

Establishment of technical and financial operation and performance criteria, together 
with performance targets for each REC, with emphasis on distribution 
system operation, maintenance and electric service reliability. 

Calculation of a broad-based manpower development plan, on the basis of which 
training programs can be prepared for each REC. 

A planning process for development of viable commercial operations with emphasis 
on the billing and collection process. 

On a nationwide basis, the REMP is expected to identify gaps in all major planning and 
operating functions and develop strategies to close them. Priority measures for resolving 
issues should be identified, allowing the development of detailed, integrated remedies for 
the system's major problems. In conjunction with the REMP, and in coordination with NEA 
and the RECs, the consultants will prepare a RE Planning Manual which the RECs can use 
in developing integrated five-year technical and financial plans. 

The product of the REMP as defined in the Project Paper is not a single report or plan, but 
a collection of procedures and tools which permit effective planning to be carried out on a 
continuing basis. 

Both NEA and the RECs have the strategic goal of bringing reliable electricity at an 
affordable price to the greatest number of people. NEA and the RECs have different 
resources and different objectives, but the approaches with which they should carry out their 
planning and decision making are not dissimilar. Adapted to their resources and issues, the 
individual RECs are, therefore, just as much in need of a strategic planning process as is 
NEA. 
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The individual planning and decision making tools developed thus far under the REMP 
component of the project are each useful to a particular function, but collectively they have 
several short comings. In some instances they do not interface with each other and cannot 
be utilized interactively for optimal decision making. They have not been selected or 
defined within a larger framework so as to form collectively a corporate or strategic 
planning capability. And, in focussing primarily on financial or commercial viability, they 
overlook other important issues such as engineering and the socio-economic objectives which 
are the ultimate organizational goals of NEA and the RECs. 

An integrated strategic planning capability will allow decision makers at all levels to 
understand how their decisions affect the over all viability and future of the rural 
electrification system, the impact of their actions, and the relative merits of their decision 
options best achieving individual and corporate goals with the resources available. 
Combined with an operational management system and a management information system, 
this will give NEA and the individual RECs the ability to set goals and priorities. establish 
realistic action plans, monitor individual and organizational performance and continue to 
modify a strategic plan in a dynamic process into which performance data and changing 
conditions are continually incorporated. 

Defining the process and implementing it in the RECs will require care and time, a further 
argument for the continuity offered by a long-term planning advisor. Local contractors and 
PHILRECA can be utilized to implement the systems, but an advisor is recommended to 
take on part of the role now filled by short-term specialists. Some short-term specialists will 
still be required, however, to develop certain individual modules of the system and to write 
or upgrade computer software. The long-term advisor will provide continuity to follow 
through the introduction, implementation and trouble-shooting of the various modules. 

The costs for the REMP effort are estimated as follows: 

1 long-term Expat advisor for 36 mo: 
Short Term Consultants (as required): 
ManualsITraining Materials: 

TOTAL 

This cost will be added to the Technical Assistance line item of the revised budget (ref: 
Section 3.9). 
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The Evaluation Team recommends that the general TA portions of the RE Project be 
extended through December 31, 1995 to coincide with the termination date of the World 
Bank project. The following represents a brief overview of the Scope of Work for the 
Contractor: 

1. Manage the USAID Project; 
2. Oversee the additional engineering and CAD services being provided; 
3. Oversee the training assistance program and master planning effort; 
4. Provide additional Technical Assistance as required. 

The Evaluation Team has also identified additional work elements. It is expected that this 
list would be expanded to include other necessary elements of Technical Assistance not 
covered by the present NRECA contract including: 

Zonal Repair Study - A number of additional issues need to be addressed in 
order to implement the zonal repair 'facilities. 

Vehicle Procurement - A survey of REC vehicle requirements should be 
performed prior to developing specifications and procuring the vehicles (ref: 
Section 2.3.3). 

Life Extension - A study of equipment and construction/O&M techniques to 
identify possible approaches which may be taken to achieving longer life 
expectancies (ref: Section 2.2.4). 

Commodity Procurement - Computers, vehicles, pole treatment chemicals, and 
Watt-hour meters. 
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The estimated cost of the extended Technical Assistance is as follows: 

First 15 months 
1. Estimated average monthly cost14 
2. No. of months 

Last 12 months 
3. Estimated average monthly cost1' 
4. No. of Months 

$ 100,000 
x 15 mo. 

Subtotal $ 1,500,000 

$ 50,000 
x 12 mo. 

Subtotal $ 600,000 

TOTAL $ 2,100,000 

The $2,100,000 will be added to the Technical Assistance line item of the revised budget 
- 

(ref. Section 3.9). 

3.7 Commodities 

3.7.1 Computers" 

The Evaluation Team has identified computers (hardware and software) as being critical 
components necessary for the RECs to achieve commercial viability. Lack of computer 
equipment/software is presently hampering the ability of the RECs to improve billing 
practices, develop a uniform record keeping system for reporting to NEA, undertake 
engineering planning studies at the local level, etc. In visiting the RECs, the Team found 
that there is much interest on the part of the RECs in computerizing operations; and the 
experience of the few RECs that have purchased their own computers/software have 
demonstrated that the talent exists to make effective use of the facilities. The only thing 

14 
The present NRECA Contract, excluding engineering (AWIA) is approximately $4,750,000. 
Assuming an original contract period of 48 months, the average monthly cost is approximately 
$99,000. Assume that the effects of inflation are offset by a reduction in work efforts required 
by the Statement of Work for the extension period. Use $100,000/month for the first 15 
months, $50,00O/month for the last 12 months. 

l 5  Ibid. 
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lacking at the present time is the financial resources to purchase the hardware/software and 
adequate training. 

While the general need is clear, it is premature to specify exactly what is required and how 
it should be funded. The computer analysis currently underway by NRECA should provide 
a better handle on the exact needs of the RECs. Negotiations with the World Bank/OECF 
are necessary to coordinate the funding of various components of Phase I1 redesign. NEA 
has estimated the computer hardware (CPU and Monitor only) requirements of the 
WB/OECF projects as follows: 

Computers (CPU & Monitor): World Bank RECs 163 
OECF RECs 19 

It is the opinion of the Team that the current budget of $1,100,000 will need to be 
considerately increased to adequately address the computerization issue. This area of 
commodity procurement should be given first priority in allocating funds from the 
commodity budget. 

3.7.2 Vehicles 

Vehicle procurement is an essential part of the continuing REC revitalization program. The 
necessary vehicles can be categorized into three types: 

Utility Vehicles: General support vehicles for daily use that are used to 
transport maintenance personnel and general use materials. 

Boom Trucks: Used for installing poles and other heavy equipment. 

Bucket Trucks: Necessary for maintaining overhead lines and associated 
equipment, and for lifting light duty equipment. 

USAID completed an initial study of similar vehicle categories prior to purchasing the first 
boom trucks. The definition in that study varied somewhat from the above definition in that 
boom trucks were categorized as light and heavy duty and specified with a bucket option. 

The RECs will need complete support services from a full compliment of vehicles, both for 
normal 0 & M and to assist with the installation of materials under the World Bank and 
OECF program. The Evaluation Team recommends that the initial study by USAID be 
updated and discussed with WJ3IOECF. NEA has estimated the additional vehicle 
requirements of the WB/OECF Projects as: 

Boom Trucks(with bucket accessory): World Bank 12 
OECF 49 
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to be determined Additional vehicles will need and specified. Funding for this activity 
should be the second priority, and be coordinated with the parallel financing partners. The 
Team recommends that USAID attempt to finance one category of vehicles only, thus 
simplifying the procurement and interface process. 

3.7.3 Pole Treatment Chemicals 

Historically, the RECs have been plagued with extremely low life expectancy for distribution 
line poles. Pole lives less than 1.0 years are not uncommon, and even now, discussions with 
NEA/NRECA/AWIA indicate targets of 20 years at best. This compares with average life 
expectancies of 35 to 40 years for typical US utilities. Replacement of these poles represents 
a significant financial burden on the RECs. The extremely short expected life of poles in 
the Philippine RECs is the result of degradation of the buried portion, often causing failure 
of the pole at or just below the grand line in high winds and typhoons. Pole treatment can 
extend the life of existing poles thus deferring replacement cost and labor. NEA has a pilot 
program underway to test pole treatment, but has not initiated' a broad program of 
preventive maintenance to extend pole life. 

USAID could assist NEA with this program by procuring the necessary chemicals for pole 
treatment, while the RECs would furnish labor and materials. NEA has estimated that pole 
treatment can be accomplished for about 550 Pesos per pole (about$20), whereas pole 
replacement can cost up to $200. Certainly this program would be of significant benefit to 
the RECs in deferring costly pole replacement. However chemical treatment of poles is 
within the ability of the RECs/NEA to finance and carry out. USAID should consider 
funding this activity only if it would significantly accelerate the process. 

3.7.4 Watt Hour Meters 

NEA and' the RECs would like to ensure that watt-hour meters procured under the 
WB/OECF projects meet two basic criteria: 

1, The meters are back mounted design with non-reversible components. This 
will help eliminate thievery problem associated with the current bottom 
mounted Chinese meters. 

2. The meters should use high quality components to reduce maintenance and 
extend useful service life. 
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NEA has estimated the number of watt-hour meters required under the WB/OECF projects 
as follows: 

World Bank 271,042 
OECF 226,467 

Total 497,509 

Procurement of these meters under the remaining USAID commodity budget would offer 
the advantages of: 1) sole source procurement to US suppliers which would ensure q~ality 
of workmanship and construction, 2) US suppliers would be awarded the contract under 
USAID procurement guidelines, and 3) the procurement would use the entire remaining 
commodity budget of USAID. 

The primary disadvantage of funding this commodity is that virtually no funds would be 
allocated to computerization, and would recommend meters to be funded only with left over 
funds. Another alternative rests with NEA: to develop a specification which would eliminate 
low priced suppliers of poor quality equipment. Thus the same equipment could be 
procured under the WB/OECE projects. 

3.8 Contracting Options 

The Evaluation Team investigated different contracting options for Technical Assistance in 
the Phase I1 redesign. In order to focus on the best option, a general criteria was 
established. 

3.8.1 Criteria 

The following criteria has been used by the Evaluation Team in evaluating contracting 
options for the Phase I1 redesign: 

1. Maintain Continuity - There is great advantage in efficiency and effectiveness 
by maintaining continuity of project personnel and support staff. The overall 
evaluation of NRECA has been favorable up to the Mid-Term Evaluation. 
Since NRECA is under contract for the next two years, they will have 
participated in four of the six (assuming PACD extension) project years. 
Some degree of ongoing participation would be advantageous to the project. 

2. Limit the Number of Contractors - Conceivably the project tasks could be 
broken up into any number of contracts. However, in order to establish 
effective coordination and communications, the Evaluation Team recommends 
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limiting the number of contractors. Ideally, a managing contractor would be 
contracted with a broad support staff and/or subcontractors that could handle 

all phases of the work. As a second option, specific project tasks could be 
spun off to separate contractors. 

3 Redesign Effects - The Phase I1 project will significantly alter some of the 
existing and future contract requirements. For example, the deletion of major 
commodity procurement will change the role of the NRECA technical advisor 
and support staff. The effects of this redesign need to be accounted for in 
future contracting mechanisms. 

4. USAID Restrictions on Contract Modifications - USAID has a policy of 
limiting contract modifications to 35 percent of the original contract. This 
limits the possibility of extending the total Technical Assistance contract to 
any one contractor. Thus, the project tasks need to be broken down, 
analyzed, and separated so as to determine the best contracting option. 

3.8.2 Recommendations 

Based on the review of Phase I1 contracting options, the Evaluation Team recommends the , 
following approach: 

1. The current contract with NRECA should be amended to include the 
proposed financial/institutional activities through the new PACD of 
December 1995. This will ensure that NRECA staff who are most familiar 
with the program will be available to provide project operations and 
engineering support through the extended PACD. The estimated cost of this 
amendment is $ 2,100,000 which is within the USAID guidelines. 

2. The Master Planning Effort (REMP) should also be included in the NRECA 
contract amendment for the same reasons as noted in No. 1. The cost of this 
effort is estimated at $1,000,000. Unfortunately the REMP and 
Financial/Institutional effort will exceed USAID guidelines. Assuming that 
the NRECA contract now contains excess funds from deletion of COMPAC- 
2a and 4, USAID may want to negotiate inclusion of the master planning 
effort and extended financial/institutional functions in one contract 
amendment, limiting the cost within USAID guidelines for amendments. 

3. Contracts for additional engineering and training, could be let concurrently 
with the amended NRECA contract. 

4. The existing contract with NRECA should be reviewed to determine the 
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effects of dropping out COMPAC-2b and 4. This revision to the scope would 
save both field and home office costs. 

3.8.3 Budget 

The Technical Assistance contracting budget would be allocated as follows: 

1. Current NRECA Contract 

Existing Contract Amount 
Amendment (Financial/Institutional) 
Amendment (Master Planning) 

TOTAL 

2. Phase 11 Redesign Contracts 

Engineering 
Training TA 

TOTAL 

Total Technical Assistance 

3.9 Cost EstimateIFinancial Plan/Imwlementation 

The Phase I1 Rural Electrification Project is designed to be completed within the original 
project budget of USD$40 million. Host country participation has been adjusted to reflect 
the decrease in commodity procurement and increase in Technical Assistance, thus the GOP 
will provide approximately $13.804 million. Specific line items have been adjusted as follows 
(reference Tables 3-2 and 3-3, and Figure 3-2). 
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AID Contribution: 

ITEM 

Commodities 
Technical Asst 
Training 
Project Ops/Mgmt 
Evaluation/Audit 
Contingency 

EXISTING REDESIGN DIFFERENCE 
($000) ($000) ($000) 

TOTAL $ 40,000 $ 40,000 $ 0  

Notes: 

1. Commodities reflect the deletion of COMPAC 2b and 4; the addition of 
computers, vehicles, pole treatment chemicals, and Watt-hour meters (ref: Section 
3.7). 

2. Technical Assistance includes the following (ref: Section 3.6): 

- Additional Engineering 
- Training Technical Assistance 
- REMP Master Planning 
- Financial/Institutional. 

3. Training is increased for the expanded program (ref: Section 3.6.2). 

4. Project Operations and Management is reduced to reflect the USAID FSN and 
original PSC contractor, as follows: 

Expenditures to date 
FSN for 48 mo. @ $ 2,50O/mo = 

TOTAL = $ 357,310 

USE $ 400,000 

5. Evaluation and Audit is increased to reflect the PACD extension and additional 
requirements. 

6.  Contingency is reduced as a result of better definition of the project. 
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GOP Contribution: 

ITEM EXISTING REDESIGN DIFFERENCE 
($000) ($000) ($000) 

Commodities $ 6,910 
Training 3 04 
Project Ops/Mgmt 6.314 

TOTAL $ 13,528 

Notes: 

1. Commodity effort is significantly reduced to reflect the deletion of COMPAC 2b,4. 

2. Training is increased to reflect the new emphasis under the USAID redesign, and is 
kept at about the existing 1:l ratio to the USAID funded portion. 

3. Project Operations and Management is increased to cover the PACD extension of two 
years. 
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TABLE 3-2 
REVISED LIFE-OF-PROJECT BUDGET 

($000) 

Pro iect I n ~ u t  I AID 

Commodities: 
COMPACs 1,2a,3 $11,531 
Boom Trucks $1,378 
Disaster Relief $582 
Other Commodities 

Subtotal 

Technical Assistance: 
Long Term TA $6,500 
Engineering $2,900 
Training TA $1,300 
REMP $1,000 

Training 1 
Project OpsIMgm t $400 

Contingency $371 

TOTAL $40,000 

4 
I 
I 
u 
# 
I 
# 
1 
1 
I 
IE 
B 
I 
E 
I 
- 
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GOP 

$2,273 
$0 
$0 

$1,040 
$3,313 

$0 
$0 
$0 
$0 
$0 
$0 

$1,020 

$9,471 

$0 

$0 

TOTAL 

$13,804 
$1,378 

$582 
$11,558 
$27,322 

$6,500 
$2,900 
$1,300 
$1,000 
$2,100 

$13,800 

$2,040 

$9,871 

$400 

$37 1 



TABLE 3-3 
PROJECT REDESIGN EXPENDITURE SCHEDULE 

Category 

2ornmodities: 
Compac 1,2a,3 
Boom Trucks 
Disaster Relief 
Other Commodities 

rechnical Assistance: 
Long Term T A  
Engineering 
Training T A  
REMP 
FinancialJInst 

Training 

Project OpsIMgmt 

Contingency 

TOTAL 

CUM TOTAL 

TOTAL 

$11,531 
$1,378 

$582 
$10,518 

$6,500 
$2,900 
$1,300 
$1,000 
$2,100 

$1,020 

$400 

$400 

$371 

$40,000 
100% 

$40,000 
100% 
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FIGURE 3-2 
ANNUAL EXPENDITURE SCHEDULE 

CUMULATIVE LIFE-OF-PROJECT EXPENDITURE 

Annual Expenditure Schedule 

$1 4.000 

$1 2.000 - $10,000 
VY 

b 
0 $8,000 
0, 
fA $6,000 

$4,000 

$2,000 

O0 9130l91 12/91 92 93 94 85 
Year 

1 

Cummulative Life-of-Project Expenditure 

$40.000 

$35,000 

$30,000 - $25,000 
'4 
b 
0 $20.000 
0, 
* $15,000 

$1 0.000 

$5,000 

$0 

Year . 
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Rural Electrification Project 
RMA Evaluation Team 

SUMMARY OF ACTIONS TAKEN BY GOP/NEA 
PRIOR TO SEPTEMBER 1988 TO REVITALIZE THE 

RE SECTOR 

Source: Project Paper Rural Electrification Project, Project No. 492-0429, 
dated September, 1988. 

The following actions were taken by the GOP/NEA prior to September, 1988 to 
implement the recommendations of the 1987 Price Waterhouse study in order to 
revitalize the RE sector: 

Appointment of a new and more streamlined policy oriented Board of 
Administrators at NEA; 

Activation of an NEA Executive Committee, which meets weekly to provide 
policy recommendations to the Board; 

Agreement in January 1987 with the NPC, the agency responsible for the 
generation of electricity, to give a two-year moratorium to selected RECs on 
payment of arrearage to NPC; 

Provision, in September 1987, through the Department of Finance of an 
additional P500 million equity contribution to NEA to be relent to selected 
RECs for settlement of their unpaid NPC power bills; 

Agreement with NPC in May 1988 for NPC to take over the operation and 
maintenance of REC-owned 69 KV transmission lines, thus relieving the 
RECs of the operating and financial burden of such non-revenue producing 
facilities; 

Agreement with NPC in May 1988 to a scheduled NPC take-over of REC 
owned and operated self-generation facilities where the RECs are not 
connected to the NPC grid. Such take-overs will not only relieve the RECs 
of the financial burden of operating expensive generating facilities but will 
also directly result in lower power rates to REC members; 
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RMA Evaluation Team 

SUMMARY OF ACTIONS TAKEN BY GOP/NEA 
PRIOR TO SEPTEMBER 1988 TO REVITALIZE THE 

RE SECTOR 
(continued) 

Agreement for NPC to provide PI0 million ($500,000) to NEA for 
bridge financing loans to selected RECs for commodities (capacitors, oil 
switches, reclosers) to improve power load factors which will contribute to 
savings in line losses; 

Agreement with the ADB to utilize up to $5 million in available ADB funds 
for procurement of poles, meters, transformers and service drop wire for 
expansion of qualified RECs; 

o Negotiations undertaken between NEA and NPC to agree upon a system for 
payment of royalties to the RECs for those industrial consumers located 
within REC service areas which are directly connected to and serviced by 
NPC. 

The NEA itself has also developed and begun to implement a comprehensive reform and 
rehabilitation program for the NEA and the RECs including: 

Implementation of a reorganization plan for NEA, approved by the GOP 
Civil Service Commission, to streamline and improve overall operations; 

Initiation of a program to reconcile all NEA/REC loan accounts by the ed of 
calendar year 1988; 

Development of a program, including technical and non-technical measures 
to minimize system losses, with an aim to bringing selected REC system 
losses to 15% or below; 

Development of a program to increase the power load factor to at least 95% 
on all REC systems; 

Identification and initiation of a targeted NEA relending program to 19 of the 
most needy RECs, located primarily in Central Luzon and Bicol regions. Ten 
of the nineteen selected RECs are in Region I11 of Central Luzon where fully 
half of the total value of all arrearage to NPC are found. Thirteen of the 
targeted RECs are in areas where the REC had taken over old, inefficient, 
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Rural Electrification Project 
RMA Evaluation Team 

SUMMARY OF ACTIONS TAKEN BY GOP/NEA 
PRIOR TO SEPTEMBER 1988 TO REVITALIZE THE 

RE SECTOR 
(continued) 

and undersized municipal or privately owned substations and distribution line 
which are in need of replacement. These nineteen RECs will be the prime 
beneficiaries of the P500 million relending fund to settle NPC arrearage; 

Contracting in July 1988 of additional external auditors by NEA to conduct 
immediate and comprehensive financial and management audits of 19 
financially distressed RECs included in NEA's P500 million relending 
program. NEA's 20 auditors from its external audit office were already 
assigned to 10 electric RECs needing immediate attention; 

Temporary replacement by NEA staff of REC general managers in several of 
the most politicized and/or poorest performing RECs. In some instances the 
REC Board of Directors has also been disbanded pending management 
reform and improved performance levels by the REC. Nineteen RECs have 
thus been taken over by NEA; 

e Concluded written agreements of commitment and support with several of 
the RECs in the NEA targeted relending program setting forth three-month, 
six-month, and one year targets for both improved performance in key result 
areas by the RECs and levels of financial, materials and institutional support 
to be provided by NEA, and 

Creation by NEA, under Office Order No. 236, series of 1988, of a 
Committee to undertake a three-year performance evaluation of RECs, 
excluding the beneficiaries (19) of the NEA Relending Program. The 
objective of the evaluation is to group the RECs according to their current 
level of performance and to recommend courses of action needed to 
improve overall REC operation. Desired levels of performance in key 
performance areas have been established in Table A-1: 
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Table A-1 
PERFORMANCE STANDARDS OF RELENDING PROGRAM 

KEY PERFORMANCE AREA 

NEA Amortization Payment 

NPC Power Account 

System Loss 

Collection Efficiency 

Accounts Receivable 

Advances to Officers and Employees 

Distribution Expense-Operation Maintenance 

Consumer Account Expense 

Administrative and General Expense: 

2,000 MWH Sales and above/mo. 

1,000 to 1,999 MWH Sales/rno. 

Less than 1,000 MWH Sales/mo. 

Signed Up Membership 

Involvement in Annual Meeting 

Involvement in District Elections 

DESIRED LEVEL 

- current 

- current 

- 15% or below 

- 99% 

- less than two 
(2)months sales 

-p50,000 and below 

-p100.0 per lun 

-p7.00 per consumer 

- p0.11 per kwh sold 

- p0.17 per kwh sold 

- p0.23 per kwh sold 

- 80% 

- 16% 

- 80% 



Appendix B. Project Design Summary Logical Framework 

I NARRATIVE SUMMARY 

Pmgdm Seaor Goal: ?be broader objcccive to 
which lhi project muibutes: (A-1) 

I To inaeaac the nliabiliry of elearic powcr service 
in the wral area d Ibe Philippina 

Project Purpo~: (0-1) 7 
To achieve commercial liability of selected Rural 
Elecuic Cooperativu (REG) by addressing 
institutional, po l i ,  and technical uYeaknCues of the 
REC sptem. 

-NEA funuions more effectively. 
-Participating RE& demonsmtc improx~ed financial 

management and dcacased sptem loses: and 
-feasibility of Regional Servicc Centers assessed. 

I Project Inpuu: (D-1) 

Institutional Dcvelopmcnt Aasistance 
-technical assistance 
-training 
-MIS impmvemenu 
-study on maintenance and repair options 

System Loss Reduction Program 

OEUECWELY VERIFIABLE INDICATORS 

Mcarura of Goal of Achievement: (A-2) 

Reliability of wrvicc increased: fewer rervice 
interruptions experienced 

Conditions that ill indicate purpose has been 
achieved: End-of-Pmjecc status. (B-2) 

A majority of the R E G  participating in the project will 
be commercially viable diruibuton of electsic power in 
their service areas; and all panicipaung R E G  will 
demorumre: 

-inueasu cdlefflon efficiency. 
-decreased coperating expen? per KWH. 
-reduced power outages. 

Magnitude of outpuu: ( C Z )  

-NEA Inventory Convol. Loan Adminismtion, Accounting 
and Financial Management Information systems improved: 
overall number of REA functions reduced. to concentrate 
on more effccr*ely rening RE& 
-REC collection dfidency increased to an average of 
95% of total a m n u  reaeved; ryatems loses reduced 
to an average of 15%: and 
-one feaaiblilty aucument conducted. 

Implementation Target (Type and Quantity) (D-2) 

Life-of-Projca Budget ($000) 

T A  34,968 SO S4,W 
Training 320 M4 6U 
Commodities 31.800 6910 36.71( 
EvaluatiodAudi~ 150 0 1st 
Pmjcct Op, Mgmt 900 6,314 7.214 
ContingencylInllation 1,867 0 1.85 
TOTAL $40,000 S13,SB SS3,SZf 

MEANS O F  VERIFICATION 

'A-3) 

impacl studies; RW: and N U  reads; system studies 
S RE& 

,Baseline data and evaluation findings 
,REC and NEA records 

A1.D. and GOP monitoring and aaluationr 
.Impact studies. 
.Quarterly progress repom 

.Quarterly progress reponr 
-Financial reporu. 
A1.D. and GOP monitoring 

IMPORTANT ASSUMITIONS 

1 is necarary to put RE ~ c t o r  on an overall roundcr financial 
msis in order for power service to be more rdiablr 

4uumptions for achieving purpose (8-4) 

4utomation leads to greater effiaency. 
.Innitu[ion-building is nefeuary for RE& to achieve commercial 
and operational viablility. 
,REA's reorganization and dceenml i t ion of functions lea& IO 

improved suppon of REC syatem. 
.Trained personnel remain with the RE& 
.NEA and NPC agreement on sharing of revenues derived from 
elecvical sales to inductrial uacrs u concluded. 

Auumptions for achieving outpuu: (C-4) 

.REG and REA panicipatc aa planned. 

.Qualified staff can be identified l o  panicipate in mining 

.Improved financial management capablility leads to increased 
collection efficiency. 
.Acquisition of commodities enables R E G  to reduce syatem 
loun. 
.Working relationship between REA and R E G  cxisu. 
.REC's current technical capability is auffiacnt for them to 
abaorb proposed Institutional Development assistance 

Auumptions for providing inpuu: (D-4) 

.Availability d incremcnral funding (AID). 
-Timely availability of required GOP counterpan 
.Propoxd loans to R E 0  are financially viable. 
.REG willing to accept loans at proposed inurest rate. 
- R W G O P  continued commitment to reform. 
. R E 3  membership supporu participation in project. 
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Rural Electrification Project 
RMA Evaluation Team 

SUMMARY OF RECS 
PARTICIPATING IN THE VARIOUS RE 

FINANCING PROJECTS 

A. USAID COMPAC 1 

Region 
1 IX 
2 X 
3 1 
4 IV 
5 VI 
6VI  
7 V I  
8 V I  
9 VII 

10 VII 
l a  VII 
12 VII 
13 IX 
14 IX 
15 IX 
16 X 
17 X 
18 XI 
19 XI 
20 XI 
21 XI 
22 XI1 
23 XI1 

Rec Name Acronym World Bank1 OECF " 
Zamboanga City Electric Cooperative ZAMCELCO x 
Agusan del Norte Electric Coop ANECO x 
Ilocos Norte Electric Cooperative INEC x 
Quezon I Electric Coop QUEZELCO x 
Capiz Electric Coop 
Iloilo I Electric Coop 
Negros Occidential Electric Coop 
Central Negros Electric Coop 
Cebu I1 Electric Coop 
Bohol I Electric Coop 
Cebu I11 Electric Coop 
Cebu I Electric Coop 
Zamboanga del Norte Electric Coop 
Zamboanga del Sur I Electric Coop 
Zamboanga del Sur I1 Electric Coop 
Agusan del Sur Electric Coop 
Misamis Oriental 11 Electric Coop 
Bavao del Sur Electric Coop 
South Cotabato I Electric Coop 
South Cotabato I1 Electric Coop 
Davao del Norte Electric Coop 
Maguindanao Electric Coop 
North Cotabato Electric Coop 

CAPELCO x 
ILECO 
NOCECO x 
CENECO x 
CEBECO I1 
BOHECO 
CEBECO 111 x 
CEBECO I x 
ZANECO x 
ZAMSURECO I x 
ZAMSURECO I1 x 
ASELCO x 
MORESCO I1 x 
DASURECO x 
SOCOTECO I x 
SOCOTECO I1 x 
DANECO x 
MAGELCO x 
COTELCO x 

1 Source: World Bank's staff Appraisal Report Philippine 
Rural Electrification Revitalization Project (Yellow 
Paper) , dated July 26, 1991. 

2 
Source: OECF1s Final Report for the Republic of the 

Philippines' Special Assistance for Project Formation NEA 
Rural ~lectrification Project, dated February, 1991. 
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Rural Electrification Project 
RMA Evaluation Team 

SUMMARY OF RECS 
PARTICIPATION IN THE VARIOUS RE 

FINANCING PROJECTS 
(continued) 

B. USAID COMPAC 2 

Region REC Name Acronym 

24 1 
25 I11 
26 III 
27 I11 
28 IV 
29 V 
30 V 
31 v 
32 XI 
33 1 
34 I 
35 v 

Ilocos Sur Electric Coop ISECO 
Tarlac I Electric Coop TARLECO I 
Tarlac I1 Electric Coop TARLECO 11 
Pampanga I11 Electric Coop PELCO I 
Batangas I Electric Coop BATELEC I 
Camarines Sur 11 Electric CASURECO I1 
Camarines Sur I11 Electric CASURECO I11 
Albay I11 Electric Coop ALECO I11 
Davao Oriental Electric Coop DORECO 
La Union Electric Coop LUELCO 
Pangasinan I11 Electric Coop PANELCO I11 
Camarines Sur IV Electric CASURECO IV 
Pilot Project 
Peninsula Electric Coop PENELCO 

C. USAID PRESENT PHASE I1 (Next 34) 

47 VI 
48 VI 
49 VI 
50 VIII 

Central Pangasinan Electric 
Coop 
Nueva Ecija I Electric Coop 
Nueva Ecija I1 Electric Coop 
Nueva Ecija I11 Electric Coop 
Quezon I1 Electric Coop 
First Laguna Electric Coop 
Albay I Electric Coop 
Camarines Sur I Electric 
Albay I1 Electric Coop 
Camarines Norte Electric 
Coop 
VMC Rural Electric Coop 
Antique Electric Coop 
Iloilo I11 Electric Coop 
Samar I Electric Coop 

CENPELCO 

NEECO I 
NEECO I1 
NEECO I11 
QUEZELCO I1 
FLECO 
ALECO I 
CASURECO I 
ALECO 11 
CANORECO 

VRESCO 
ANTECO 
ILECO I11 
SAMELCO I 

World Bank OECF 



Region REC Name 
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Rural Electrification Project 
RMA Evaluation Team 

SUMMARY OF RECS 
PARTICIPATION IN THE VARIOUS RE 

FINANCING PROJECTS 
(continued) 

Acronvm World Bank OECF 

51 VIII Leyte 111 Electric Coop LEYECO I11 x 
52 VIII Leyte I1 Electric Coop LEYECO I1 x 

53 X 
54 X 
55 1 
56 111 
57 I11 
58 111 
59 I11 
60 I11 
61 V 
62 V 
63 VI 
64 VI 
65 VII 

66 VII 
67 VII 
68 VIII 
69 X 

Bukidnon I1 Electric Coop 
First Bukidnon Electric Coop 
Pangasinan I Electric Coop 
Zambales I Electric Coop 
Pampanga I Electric Coop 
Zambales I1 Electric Coop 
Pampanga I1 Electric Coop 
Pampanga Rural Electric 
Sorsogon I1 Electric Coop 
Sorsogon I Electric Coop 
Iloilo I1 Electric Coop 
Aklan Electric Coop 
Negros Oriental I1 Electric 
Coop 
Bohol I1 Electric Coop 
Negros Oriental I Electric 
Samar I1 Electric Coop 
Misamis Oriental I Electric 
Coop 
Sultan Kudarat Electric Coop 

BUSECO 
FIBECO 
PANELCO 
ZAMECO I 
PELCO I 
ZAMECO I1 
PELCO I1 
PRESCO 
SORECO I1 
SORECO I 
ILECO I1 
AKELCO 
NORECO I1 

BOHECO I1 
NORECO I 
SaMELCO I1 
MORESCO I 

SUKELCO 

D. Other World Bank and/or OECF Pro-iects 

71 IV Aurora Electric Coop AURELCO 
72 X Misamis Occidental I Coop MOELCI 
73 1 Abra Electric Coop ABRECO 
74 I Benguet Electric Coop BENECO 
75 1 Mountain Province Electric MOPRECO 

Cooperative 
76 I1 Cagayan I Electric Coop CAGELCO I 



Region 

88 IV 
89 IV 
90 IV 
91 V 
92 V 
93 VIII 
94 VIII 
95 VIII 
96 VIII 
97 VIII 
98 VIII 
99 IX 
100 IX 
101 X 
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Rural Electrification Project 
RMA Evaluation Team 

SUMMARY OF RECS 
PARTICIPATION IN THE VARIOUS RE 

FINANCING PROJECTS 
(continued) 

REC Name Acronvm World Bank 

Cagayan I1 Electric Coop CAGELCO I1 
Ifugao Electric Coop IFELCO 
Isabela I Electric Coop ISELCO I 
Isabela 11 Electric Coop ISELCO I1 
Kalinga Apayao Electric Coop KAELCO 
Viscaya Electric Coop NUVELCOx 
Quirino Electric Coop QUIRELCOx 
Batangas I1 Electric Coop BATELEC IIx 
Lubang Island Electric Coop LUBELCO 
Oriental Mindoro Elec. Coop ORMECO 
Occidental Mindoro Elec. OMECO 
Coop 
Busuanga Electric Coop BISELCO 
Tablas Island Electric Coop TIELCO 
Marinduque Electric Coop MARELCO 
First Catanduanes Elec. Coop FICELCO 
Masbate Electric Coop MASELCO 
Leyte I Electric Coop LEYECO I 
Leyte IV Electric Coop LEYECO IV 
Leyte V Electric Coop LEYECO V 
Eastern Samar Electric Coop ESAMELCO 
Northern Samar Electric Coop NORSAMELCO 
Southern Eeyte Electric Coop SOLECO 
Basilan Electric Coop BASELCO 

Tawi-Tawi Electric Coop TWELCO 
Misamis Occidental Electric MOELCI I1 
Coop 
Surigao del Norte Elec. Coop SURNECO 
Surigao del Sur I Electric SURSECO I 
Cooperative 
Surigao del Sur I1 Elec. Coop SURSECO I1 
Lanao del Norte Elec. Coop LANECO 
Lanao del Sur Electric Coop LASURECO 

OECF 
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Rural Electrification Project 
RMA Evaluation Team 

STATEMENT OF WORK 
FOR MID-TERM PROJECT EVALUATION AND 

SUMMARY OF FINDINGS OF THE RMA EVALUATION TEAM 

A. Review and Assessment of Pro-iect Progress 

The Contractor shall review the status and implementation of the project towards meeting 
objectives. The Contractor will particularly address the following: 

1. Assess GOPtNEA continued commitment to achieving the commercial 
viability of the Philippine REC system. Review and assess policies and 
actions taken by the GOPINEA in support of the independent commercial 
liability of RECs, including: 

a. Actions undertaken regarding the turn-over of all National Power 
Corporation direct connected non-utility customers to the distribution 
utilities holding the area coverage franchises. 

RMA FINDINGS 

Ref: Section 2.1.2 

Minimal progress has been made to date toward achieving this goal. 
In early 1990, a OEA-chaired inter agency committee submitted to the 
ECC a set of technical indicators which would be used to determine 
an REC7s technical and financial capability to serve an industrial 
customer. The ECC subsequently approved the indicators and directed 
the NEA and ERB to implement the change of the program. 
However, the ERB deferred implementation until such time as NPC's 
rates would be restructured to widen the differential between NPC's 
wholesale rates (sales to direct connect customers) thereby alleviating 
some of the pressure from industry to remain on the NPC system. 

To date, no industrial customers directly served by NPC have been 
transferred to a REC. However, seven direct connect customers have 
agreed to pay a royalty to the local REC. Appendix G provides a 
summary of the status of direct connect customers as of May 1991. 
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b. Actions undertaken by NEA and the RECs to cease all activities which 
are unrelated to rural electrification, such as the BLISS program, 
TANGLAW, LIVELIHOOD projects, etc. 

RMA FINDINGS : 

Ref Section 2.1.4 

NEA and the RECs have ceased all activities which are unrelated to 
rural electrification such as the BLISS program, TANGLAW, 
LIVELIHOOD, etc. Proposed legislation has been drafted which 
provides for the condonation of loans previously made to the RECs for 
these programs. 

c. Actions undertaken regarding discontinuation of all generation and 
transmission activities by the RECs, i.e. dendro thermal and mini-hydro 
power plants. 

RMA FINDINGS 

Ref: Section 2.1.4 

In general, the RECs are in the process of phasing out of all 
generation and transmission activities. The Bail Out Plan calls for the 
RECs to turn over all operable generating plants to NPC while the 
GOP will assume responsibility for non-operable units. However, to 
date, NPC and NEA have not agreed on the valuation of some of the 
assets, particularly the transmission lines and the dendro thermal units. 
Thus, the process of the RECs terminating all generation and 
transmission activities is not yet complete. Proposed legislation 
provides for the condonation of loans to the RECs for alternative 
generating units. 

d. Review and assess progress on development and implementation of 
GOPINEA guidelineslrules which would require RECs to be more 
financially responsible. Assess adequacy and significance for REC 
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commercial viability, and identify other possible needed actions. 

RMA FINDINGS : 

Ref: Section 2.1.3 

The GOP/NEA have made substantial progress in developing policies, 
guidelines and rules which will require greater fiscal responsibility on 
the part of the RECs. These policies/ guidelines/rules address 
important issues related to accounting, rate making, budgetary, 
planning, etc. They also provide a framework for evaluating and 
responding to REC requests for loan funds which will minimize the 
risk associated with repayment. However, most of these 
policies/guidelines/rules are still in the draft stage or are only recently 
adopted by NEA. The ultimate success of this effort will therefore be 
determined by NEA's dedication and effectiveness in communicating, 
training, and enforcing new policies. 

Assess status and effectiveness of all activities, contracts and staffing for 
meeting project objectives. This includes technical assistance, USAID and 
counterpart staff, training, policy agendafplans, commodity procurement, 
delivery and installation, and NEA and REC financial, accounting and 
engineering operations. 

a. Status: 

1) Technical Assistance: 

Ref: Section 2.2 

Given the delay in the start of the project, the TA appears to 
be on track. NRECA has been active in the development of 
the various policy and guidelines manuals which require both 
NEA and the RECs to operate in a more fiscally responsible 
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manner. The O&M surveys have been largely completed. One 
5 year110 year engineering study (CASURECO IV) is nearing 
completion; and it is the intention of NEAINRECAIAWIA to 
use this study as a pattern for the studies for the other RECs. 
At the present time AWIA estimates that the remaining budget 
will permit the completion of planning studies for approximately 
6ORECs. See Appendix 0 and NRECA's Progress Report for 
August, 1991 for greater detail on various components of the 
TA being provided. 

2) Commodities: 

The institutional commodity procurement (computers and 
software) is lagging behind the project schedule. However, the 
reasons cited by NRECA are valid, and the Evaluation Team 
believes that the current plan will ultimately benefit NEA and 
RECs with a well conceived computer network. The NRECA 
consultant is on site and making good progress on their current 
tasks. NRECA had sufficient capacity to complete this task by 
the scheduled completion date of June 30, 1992. 

The technical loss reduction commodity procurement for 
Compacts 1 and 2a is essentially complete. All equipment has 
been procured and has either been delivered or is in transit. 
NRECA has sufficient capacity to monitor the remaining tasks. 
The Evaluation Team credits NRECA for expediting the 
procurement in light of the project's late start. The only 
problem which was noted was the somewhat poor level of 
communication between NRECA and NEA. The staff at NEA 
are not as well informed on NRECA's activities as they should 
be, and NRECA is somewhat restrictive with sharing 
information. The material tracking system used by 
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NRECA is also somewhat limited in usefulness and not well 
understood by NEA. 

b. Has NEA established a sufficient capacity to implement the project, 
specifically technical staff, management direction, administrative 
support and facilities? 

1) Technical Assistance: 

Ref: Sections 2.2 and 2.4 

In general, the Evaluation Team believes that NEA has 
established sufficient capacity to implement the project. The 
one area where the Team has some concern is in 
communication and training relative to the implementation of 
the new rules/guidelines. While it is still too early to make a 
definitive assessment of the implementation process, the 
apparent unfamiliarity of the RECs with the changes being 
made and the budget constraints on NEA's budget give rise to 
some concerns. Without adequate communication and training, 
the development of the new rules/guidelines will go for naught. 
Consequently, training must be given high priority in the Phase 
I1 redesign. 

2) Commodities: 

Ref: Sections 2.3 and 2.4 

NEA has had only limited involvement in the Compact 1,2a and 
3 commodity procurement activities. The evaluation team 
findings covered the following areas: 
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Engineering - Sufficient capacity exists to review 
specification, supplier technical proposals, and 
technical contract conditions. 

Commercial - Sufficient capacity also exists to 
evaluate commercial proposals and conditions of 
procurement. 

Expediting - NEA is severely lacking in 
expediting capacity, primarily due to lack of 
automation (computer capability). The bulk of 
NEA's time is spent performing manual 
expediting tasks. NEA is well aware of these 
limitations and are anxious to work with NRECA 
on the Materials Management Study. 

c. Assess responsiveness of technical assistance to the needs of the 
project. Is the technical assistance properly staffed? 

RMA FWLlINGS 

Ref: Section 2.2 

The TA portion of the project appears to be on target to the needs of 
the project and properly staffed. 

d. Is the technical assistance sufficient to support the need for project 
success? 

RMA FXNDINGS: 

Ref: Section 2.2 
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In general, the Evaluation Team has found the TA sufficient to 
support project success. However, the Team has some concern in the 
area of engineering support being provided by NRECAIAWIA 
including: 

Lack of involvement of the RECs in the development of 
the 5 yearIl0 year plans for their distribution system; 

Lack of economic evaluation of alternative plans (least 
cost planning) as required by NEA's Investment 
Guidelines; 

Lack of analysis and consideration of system losses in 
the planning process; and 

Failure to utilize comprehensive distribution circuit 
analysis software to calculate voltage drops, line 
loadings, fault currents, losses, etc. 

There is also concern that the task of developing a Rural Electric 
Master Plan (REMP) has been defined andlor interpreted in such a 
way that it consists solely of various policylguideline manuals. 
Consequently, it does not truly represent a long range strategic plan for 
NEA and the RECs as apparently contemplated in the Project Paper. 

Finally, the Team is concerned that the amount allocated in the project 
budget for training is inadequate compared to the needs of NEA and 
the RECs. It is apparent that the lack of managerial and job skills at 
both the NEA and REC levels had been a leading cause of the 
problems plaguing the RE sector. In light of the attitude of the GOP 
relative to the use of loan funds for training purposes as well as the 
budget constraints on NEA and the RECs, it is important that USAID 
expand the scope of the training component of the project to ensure 
project success. 
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e. Do project planslactions require modification in view of current 
economic conditions or project experience in order to meet project 
objectives? 

RMA FINDINGS 

Project planslactions do require modification to the program to meet 
project objectives. Some of the modifications are due to weaknesses or 
deficiencies noted by the Team as discussed above. Other 
modifications are required to accommodate the parallel financing 
scheme with the World Bank and OECF projects. 

Additional technical assistance should have been provided for 
commodity equipment and material tracking and expediting. The 
project has furnished only the minimum technical assistance in the 
commodity procurement support tasks. While the project will 
successfully procure the required commodities, there will be little 
enhancement of NEA' s commodity procurement capability. This 
deficiency will be addressed in the World Bank Energy Sector Loan 
consultancy for materials management. 

3. Identify and assess activities which contribute to progress at the REC level 
towards solving managerial, operational and technical deficiencies, specifically 
the following: 

a, Plans and activities for zonal repair facilities for RECs. 

RMA FINDINGS: 

Ref: Section 2.6 

Under the USAID contract, NRECA has completed a feasibility study 
of zonal repair facilities. The study concluded that zonal repair 
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facilities are needed and are feasible on a general basis. An 
implementation study is now required to address the location, 
organizational structure, long term sustainability on a zone basis etc. 

b. Plans and activities related to the system and O&M studies to 
determine REC system operation requirements, system improvements 
and rehabilitation plans. 

RMA FINDINGS: 

Ref: Section 2.2.4 

1) The O&M studies for COMPACT 1 and 2 RECs are essentially 
complete. 

2 )  The LRPs for COMPACT 1 and 2 RECs are proceeding with 
Rural Electrification Project approximately 25 percent of the 
voltage drop maps required. The first LRP (CASURECO IV) 
is undergoing final review and will serve as model for future 
studies. 

c. Plans and activities for the design and implementation of a 
microcomputer-based billing and customer accounting system. 

RMA FINDINGS: 

Ref: Section 2.2.5 

1) A survey of the existing computer capabilities has been 
completed with a response rate of approximately 33 percent. 

2) NRECA is currently reviewing the results of the survey to 
determine the needs of the RECs. 
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d. Assess measures implemented by NEA to improve its managerial and 
administrative effectiveness, specifically the following. 

RMA FINDINGS: 

Ref: Sections 2.2,4, 2.6 and 2.7 

1) The RECs are making a concerted effort to reduce 
non-technical bias through replacement of defective meters, 
customer education, the BAPA program, promotion of anti- 
pilferage legislation and enforcement of existing laws against 
pilferage. 

2) The commodities being purchased under the USAID program 
will assist the participating RECs in reducing technical losses. 

3) It is too early for the result of these efforts to be clearly seen 
in the financial statements of the RECs. 

4. Assess measures implemented by NEA to improve its managerial and 
administrative effectiveness, specifically the following: 

a. Reorganization plans and activities for NEA to streamline and improve 
overall operations. 

RMA FINDINGS : 

Ref: Section 2.1.3 

'TEA has made impressive progress in streamlining its organizational 
structure to improve its operations. A proposed revision to NEA9s 
organizational structure is currently under review by GOP authorities. 

b. Implementation of measures to improve and strengthen NEA's support 
of the RECs. 
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RMA FINDINGS: 

Ref: Sections 2.1.3 and 2.4 

Significant progress has been made in developing policy/guideline 
manuals which will help the RECs improve operational efficiency and 
responsibility. Implementation of these policies/guidelines through 
communication, training and enforcement is the next step. NEA is 
providing additional support to the RECs through training programs 
(albeit constrained by budget considerations) and engineering 
assistance. 

c. NEA and REC staff training program development and 
implementation. 

RMA Findin~s: 

Ref: Section 2.2.6 

The NEA and REC staff training program continues to be a weak area 
of the RE program. While the NEA and RECs appear to recognize 
the importance of training, budget constraints severely limit the 
opportunities and quality of the training program. 

5 .  Assess the status and effectiveness of the commodity procurement activities 
of the project, specifically the following: 

a. Was Phase I commodity procurement timely and were types and 
quantities of commodities adequate to meet objectives. 

1 Findings: 

Ref: Section 2.3 

Given the delayed start of the project distribution system, commodity 
procurement has proceeded on track within the project implementation 
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time frame. Procurement of computer equipment. had lagged behind 
the original project schedule due to the need to access requirements 
and coordinate with existing facilities. The types and quantities of 
commodities are generally adequate to meet the project objectives 
although it is possible that some RECs will need additional 
commodities to reach the targeted loss level of a maximum of 15 
percent. 

b. Identify problems with procurement, delivery and use if commodities, 
including monitoring systems. 

RMA Findings: 

Ref: Section 2.3 

No major problems with the procurement, delivery, and use of 
commodities was identified. The few minor problems noted are not 
uncommon with a project of this size. 

c. Assess adequacy of operational systems and accountability for delivery 
and use of commodities. 

RMA Findin~s: 

Ref: Section 2.3 

While the materials management system appears to be adequate for 
Phase I and the team is recommending modifications to Phase I1 which 
will minimize procurement of additional commodities, future changes 
in the system are warranted including: 

1) Computerization of records 
2) Reduced paper work 
3) Better communications between NRECA and NEA 
4) Improvement in the domestic transportation system. 
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NRECA is planning to conduct a study of materials handling financed 
by the World Bank which will lead to the development of a more 
efficient system to handle the much greater quantities of materials 
procured under the World BanMOECF loans. 

d. Vehicles were added to the project through a Project Agreement 
Amendment. Asses the usefulness, results and need for such support. 

RMA Findings: 

Ref: Section 2.3.3 

Lack of adequate transportation and construction vehicles is a major 
problem for the RECs. Unless this problem is solved, the RECs will 
find it difficult to absorb and/or make effective use of the materials 
purchased under the World BanMOECF loans. The 35 boom trucks 
purchased under the USAID project represents an important 
contribution toward addressing this need although it appears that they 
are somewhat undersized for the RECs' needs. 

6 .  Assess progress and potential of participating RECs to meet agreed-upon 
performance targets, specifically the following: 

a. Reduce REC system losses to 15%. 

RMA Findin~s: 

Ref: Section 2.7 

It is too early to assess the impact of the RE project on reducing 
system lo. xs.  The Team believes that the program currently underway 
to reduce non-technical and technical losses is on target and should 
result in the achievement of Project Performance Targets for the 
participating RECs. 

b. Improve REC power load factors to 95%. 



Rural Electrification Project 
RMA Evaluation Team 

Appendix D 
Page 14 of 17 

STATEMENT OF WORK 
FOR MID-TERM PROJECT EVALUATION AND 

SUMMARY OF FINDINGS OF THE RMA EVALUATION TEAM 
(continued) 

RMA Findinm: 

Ref: Section 2.7 

The capacitors purchased under COMPACT 1 and 2 are not yet 
installed. Consequently, it is too early to assess the impact of the RE 
project on improving REC power factors to 95% or above. The Team 
believes that the quantity purchased should, in general, permit 
achievement of the project objectives. 

c. Improve REC collection efficiency. 

RMA Findinm: 

Ref: Section 2.7 

It is too early to assess the impact of the RE project on improving 
collection efficiency since many of the new and/or revised approaches 
to collections have only been in place a short time. Current efforts 
toward improving collection have the potential of achieving project 
goals. 

d. Improve REC financial operations and reduce operating expenses per 
kilowatt hour. 

RMA Findin~s: 

Ref: Section 2.7 

It is too early to asses the impact of the project on reducing O&M 
expenses per kwh. 

e. Reduce REC power outages. 

RMA Findin~s: 
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Ref: Section 2.7 

It is too early to measure the impact of the commodity procurement 
on reducing outages since much of the equipment is not yet installed. 
The type of equipment purchased, however, should help to improve 
system reliability and reduce outages. A better and more consistent 
accounting system needs to be developed and installed to record 
outages by source in order to track progress. 

f. Are RECs keeping current with NEA and NPC payments? 

RMA Findin~s: 

Ref: Section 2.7 

The participating RECs appear to be maintaining currency with respect 
to NPC payments. However, a number of participating RECs are 
again falling behind in their payments to NEA. 

g. Improve financial ratios as provided for in the loan contracts between 
NEA and the RECs. 

Ref: Section 2.7 

It is too early to access the impact of the project on improving 
financial ratios as provided for in the load contracts between NEA and 
the RECs. 

7. Assess status of host c-mtry contributions toward project objectives. 

RMA Findin~s: 

Ref: Section 2.8 
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Currently understudy by USAID consultant. If results are available they will 
be included in final report. 

8. Assess donor coordination and progress to attracting additional donor 
financing for the program. This would include an assessment of on-going and 
planned donor projects in the sector. 

RMA Findin~s: 

Ref: Section 3.0 

World Bank funding (approximately $80M) and OECF funding (approximately 
$80M)appears to be on track. 

9. Review and assess plans for Phase 2 of the USAID Project and World Bank 
parallel financing arrangement along the lines of Option #4 as contained in 
the ERI report-Project Status & Future Options. 

RMA Findin~s: 

Ref: Section 4.0 

The Evaluation Team recommends Phase I1 be redesigned to accommodate 
a parallel financing arrangement with the World Bank/OECF. Major changes 
in the Phase I1 design are as follows: 

1) Extension of PACD to December, 1995; 
2) Additional technical assistance including: 

a. Engi:;:ering services extended to the 106 RECs covered 
under the USAIDIWorld BanMOECF programs 

b. Additional training assistance 
c. Development of a Rural Electric Master Plan 
d. Computer aided drafting (CAD) for some RECs. 
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3) Commodities which were to be purchased under COMPACTS 
2b and 4 are eliminated; 

4) Additional commodity procurement as follows: 

a. Additional vehicles (boom trucks and bucket trucks) 
b. Additional computers 
c. Pole treatment chemicals. 



Appendix E 
Page 1 of 6 

Rural Electrification Project 
RMA Evaluation Team 

LIST OF DOCUMENTS REVIEWED 

Note: The following is a list of the major documents reviewed by the RMA 
- Evaluation Team as part of its investigation. 

A. General Background 

National Electrification Administration and Rural Electric Cooperatives 
Financial, Ormnizational and Technical Assessment, prepared by Price 
Waterhouse, dated March 13, 1987. 

The USAIDJPhilip~ine Rural Electrification Proiect: Its Status and O~t ions ,  
prepared by Energy Resources International, Inc., dated May 24, 1991. 

World Bank, Staff Appraisal Report Phihpines Rural Electrification Proiect 
(Yellow Paper), dated July 26, 199 1. 

Final R e ~ o r t  for the Re~ublic of the Philip~ines S~ecia l  Assistance for 
Proiect Formation on NEA Rural Electrification Proiect, prepared by 
SAPROF Team for the Overseas Economic Cooperative Fund Japan, dated 
February, 199 1. 

The Rural Electrification Act of 1991 (Draft), dated August 12, 1991. 

Vital Documents on the Philip~ine Rural Electrification P r o ~ r a m  including 
Presidential Decrees Nos. 40, 263, 501, 1370 and 1645, Letter of 
implementation No. 80, Letter of Instruction No. 38, and Memorandum 
Order No. 395. 

House Bill -- Providing for the Condonation of all outs tan din^ Loan 
Obliyations of Electric Coo~eratives Tnvolvine AlternativeGeneration Proiects 
Pursuant to Section 2 of Presidential Decree No. 1645. Includin~ other loans 
on Social Proiects of NEA (Draft). 

House Bill No. 28877 and Ser-te Bill No. 1646 -- An Act Increasin~ the 
Authorized Capital Stock of the National Electrification Administration. 
amend in^ for the Pur~ose  Presidential Decree Numbered Two Hundred and 
Sixtv Nine, as Amended. Otherwise known as the "National Electrification 
Administration Decree." 
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House Bill No. 19008 -- An Act Penaliziny the Unauthorized Installation of 
Electrical Connection. the Use of Tam~ered  Meters. and For Other Pur~oses  
(Pending). (Senate Bill No. 425 is similar). 

World Bank Aide Memoirs dated July 20 and November 23, 1990 and March 
22 and August 27, 199 1. 

WhvDirect Power Connections are Economicallv Uniustifiable, by Ramon C. 
Abaya. 

Letter to Hon. Fuleencio Factoran (Chairman of NEA) from the Government 
Corporate Monitoring and Coordinating Committee, dated January 14, 1991. 
This is the "Bail Out" plan for NEA. 

B. Proiect Documents 

USAID Proiect Paper, Rural Electrification Proiect. Proiect No. 492-0429, 
dated September, 1988. 

Proiect Grant Agreement Between the Republic of the Phili~pines and the 
United States of America for the Rural Electrification Proiect, dated 
September 28, 1988. 

USAID Action Memorandum for the Director, dated June 19, 1991. 

Contract No. 492-0429-C-00-0065-00 betweenUSAID and NRECA, dated May 
21, 1990. 

Subcontract Between NRECA International. Ltd. and Price Waterhouse 
Phili~pines , dated May 2 1, 1990. 

Subcontract Between NRECA International, Ltd. and Adrian Wilson 
International, Inc., dated June 1, 1990. 

Rural Electrification Project, Project No. 492-04-29 Work Program For the 
Year.Tuiv 1.1991-.Tune 30,1992, prepared by NRECA, dated June 14, 1991. 
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Rural Electric Project, Project No. 492-0429, Propress Re~orts,  for the month 
July, 199 1, prepared by NRECA. 

Subcontract Between NRECA International. Ltd. and de Lucia and 
Associates, Inc., dated July 1 ,  1990. 

Draft re~or t  on GOP contributions to the USAID RE Proiect prepared by 
Urban Integrated Consolidated, Inc., submitted to USAID in early October, 
1991. 

C. Financial 

National Electrification Administration, Financin~ Stratew, (Draft) prepared 
by NRECA International, dated July, 1991. 

Rural Electric Cooperatives, Budget Manual, prepared by NRECA 
International, Ltd., dated August, 199 1. 

Rural Electric Cooperatives, account in^ Manual, prepared by NRECA 
International, Ltd., dated August, 199 1. 

Investment Guidelines, prepared by NEA9s CORPLAN with advise and 
supervision of the World Bank, dated July 19, 1991. . 
National Electrification Administration, Loan O~eration Manual (Draft), 
prepared by NRECA International dated February, 1991. 

NEA Financin~ Proiection Model UsersIReference Manual (Draft), prepared 
by NRECA, dated August 8, 199 1. 

Preliminarv Report on Tariffs, prepared by NRECA, dated October 17,1990. 

National Electrification Administration, Rate Manual (2nd Draft), prepared 
by NRECA, dated August 12, 1991. 
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Rural Electrification Coo~erative Financial Performance Analvsis: Guidelines 
to Use of a Model (Draft), prepared by de Lucia and Associates, Inc., dated 
May 1991. 

Rural Electrification Investment Planninp Part I: Manual For Computer 
Model Part 11: Methodolo~v (Draft), prepared by de Lucia and Associates, 
Inc., dated May 199 1. 

Rural Electrification Chronicle 1987-1989, prepared by the National 
Electrification Administration. 

National Electrification Administration, Borrower's Manual A Guide for the 
Pre~arat ion of Loan Applications (Draft), prepared by NRECA, dated 
February 199 1. 

National Electrification Administration, Loan Policv Manual, prepared by 
NRECA, dated July 24, 1991. 

Request for Technical Proposals Banking Consultancv, prepared by NEA, 
dated March 26, 1991. 

1990 Financiai and Statistical Data of Rural Electric Coo~eratives, completed 
by NEA. 

Contract of Loan between National Electrification Administration and 
Zamboanga Del Sur I Electric Cooperative. Inc., dated March 6, 1990. 
(Typical for COMPACT 1 RECs). 

Contract of Loan between National Electrification Administration and Davao 
Oriental Electric Coo~erative. Inc., dated November 24, 1989. (Typical for 
COMPACT 2 RECs). 

Monthlv Financial and Statistical Reports from January to June 1991 for all 
RECs. 

RECs Financial Profile as of December 3 1, 1989, December 1990, and June 
30, 1991. 
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20. NEA's Annual Audit Reports for 1989 and 1990. 

D. Engineering 

1. Invitation for Biddine - Volumes 1 & 2. 

2. Long R a n ~ e  Plan, Volume I & I1 for CASURECO IV (Draft), prepared by 
A WIA, undated. 

3. Zonal RepairIService Center Feasibilitv Studv, prepared by NRECA, 
undated. 

4. R e ~ o r t  on E n ~ i n e e r i n ~  Methodologv Utilized in Preparation - REC Medium 
Term Investment Plans, prepared for the World Bank by NRECA, dated 
November 1990. 

E. Commodities 

1. A R e ~ o r t  on the Present Practices in the cost in^ and Transfer of Materials 
and Equipment bv NEA to the RECs, prepared by RECs, dated March, 1991. 

2. Commoditv Flow Chart and Paper Trail, NEA Materids Management 
Department. 

F. Human Resources Development 

1. NEA Training Evaluation Mechanism, prepared by the Human Resources 
Department of NEA, undated. 

2. Plan for Human Resources Develo~ment for National Electrification 
Administration, (Draft) prepared by NREC.4, dated January 18, 199 1. 

3. Svstematic train in^ Effectiveness Program, prepared by the Training Services 
Division of NEA, dated July 19, 199 1. 

4. A Four Year Training Plan (1 990-1993) (Draft), prepared by NEA, undated. 
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Rural Electrification Project 
RMA Evaluation Team 

LIST OF DOCUMENTS REVIEWED 
(continued) 

5. The 1991 Traininr. Program, prepared by NEA, undated. 

6 .  A Five Year train in^ Plan for NEA Personnel (1991-1993, prepared by NEA, 
undated. 

7. 1991 Plans and Proprams of Cooperatives Services Department, prepared by 
NEA, dated January 14, 1991. 

Miscellaneous 

1. Newsletters for several RECs. 

2. Memorandum of Cooperation between NEA and PHILRECA, dated August 
7, 1990. 
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Rural Electrification Project 
RMA Evaluation Team 

SUMMARY OF INTERVIEWS 

NEA A. - 

TITLE NAME 

Dep. Admin., Tech. Serv. 
CORPLAN Manager 
AID Project Manager 
Public Relations Manger 
Materials Management 
Foreign Loans Manager 
Coop. Audit Manager 
In-House Training Manager 
Rates and Large Loads Division Manager 
Board Secretary 
Manager Coop Services Dept. 
Manager Human Resources Dept. 
Director Accounts Management Group 
Director of Engineering 

Edgar Agliam 
Grace Santibanez 
Thelma Aguila 
Ces Cabrera 
Eduardo Lacson 
Victoria Lopez 
Benita Monticca 
Dianna San Luis 
Y olanda Manundo 
Sylvia Mesina 
Edith Bueno 
Alice Mercado 
Eduardo Bangit 
Nestor Manuel 

B. Regional Electric Managers (REM)' 

REGION NAME 

111 
VI 
VII 
IX 
XI 

Marcelo Tigleo 
Dante Blanco 
Francisco Silva 
Gene Cada 
Reynaldo Sevilla 

Some meetings involved additional staff members from the office of REM. However, 
in the interest of brevity, only REM is listed. 



Rural Electrification Project 
RMA Evaluation Team 

SUMMARY OF INTERVIEWS 
(continued) 

US AID 

TITLE 

Project Officer 
Project Manager 

NREC A 

TITLE 

Field Team Coordinator1 
Institutional Advisor 

Engineering Advisor 
Computer Specialist 

AIWA 

TITLE 

PresidentJGeneral Manager 
Vice PresidentlBusiness Dev't. 
Project Officer 

WORLD BANK 

TITLE 

NAME 

Alex Sundermann 
Conchita Siiva 

NAME 

Bill Lawerence 

Glen Benjamin 
Jack Hicks 

NAME 

Joven Joaquin 
Alexander Ablanza 
Rustico Manipol 

NAME 

World Bank Representative Jamil Sophen 
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Rural Electrification Project 
RMA Evaluation Team 

SUMMARY OF INTERVIEWS 
(continued) 

REGION REC 

TARELCO I 
TARELCO I1 
CENECO 
ILECO 
NOCECO 
RESCO 
CEBECO I,II,III 
DASURECO~ 
DANECO 

TITLE 

General Manager 
System Engineer 
General Manager 
General Manager 
General Manager 
General Manager 
General Manager 
General Manager 
General Manager 

Appendix F 
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NAME 

Jose Sequban 
Romy Macalino 
Christopher Rios 

Lamberto Canlas 

Francisco Silva 
Jesus dela Victoria 
Jose Amacio 

The meetings with the RECs generally involved a number of staff members in 
addition to the General Managers. However, in the interest of brevity, only the 
General Manager is listed. 

Due to flight delay, the team member assigned to DASURECO was unable to meet 
with the REC. However, Alex Sunderman of USAID met with representatives of the 
REC. 
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Rural Electrification Project 
RMA Evaluation Team 

INDCSTPIIAL CUSTOMERS DIREC D TO NPC LOCATED w I m IN REc ~ d h h  ~%!'%€Ii!i 
( A 3  02 M a y ,  19l3IS 

Northern Cement Corp. 
Bacnotan Consolidated Ind. 
Benguet Corp - Tuding Project 
Benguet Mines 
Itogon - Suyoc 
Leprrnto Mines 
Philex Mines 
Baguio Export Processing Zone Authority 
Bataan Pulp & Paper Millas 
Bataan Refining Corp. 
Capitol Heavy Ind. Corp. 
Colurnbian Carbon Phi 1s. 
Exempler Enterprises 
Paragon-Johannesburg 
Planters Products, Inc. 
Bagac Wuc lear 
Mond- Arsenal 
Phil. Explosives Corp. 
Bataan Export Processing Zone Authority 
~1egan-k- Chemical Alloy Corp. 
Trust Ind' 1 ' Pulp & Paper Co. 
Industrial Cas Ca., Pnc. 
Milwaukee 
SICK Steel 
Paniqui Sugar Cow. 
Benguet Corp. Maainloc-Chromite Operation 
E3enguq-t Corp. Dizon Copper Gold Operation 
Phil. Shipyard & Eng'r. Csrp. 
Fortune Cement Corp. 
Lipa Ice Plant 
Isarog Pulp & Paper 

* Not on NFC list as of January 1989. 

mix 

LUELCO 
LUELCO 
BENECO 
BENECO 
BENECO 
BENECO 
BENECO 
BENECO 
PENELCO 
PENELCO 
PENELCO 
PENELCO 
PENELCO 
PENELCO 
PENELCO 
PENELCO 
PENELCO 
PENELCO 
PENELCO 
PELCO I 
PELCO I1 
PELCO 111 
PELCO I11 
PEECO PI1 
TERELCO I 
ZAMECO I 
ZAMECO I1 
ZAMECO I1 
BATELEC I1 
BATELEC I1 
ALECO I1 
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Rural Electrification Project 
RMA Evaluation Team 

INDUSTRIAL CONSUFERS DIRECTLY CONNECTED TO b!PC LOCATED 
WITHIN REC FRANCHTSE RRM5 

(As of "May, 1991) 

1. Nobel Phils, Iuc. 
2. Phil. Starch & Ind' 1. Corp. 
3. Phil. Sinter Corp. 
4. Prime White Cement Corp. 
5. Atlas Consolidated Mining & Dev. Corp. 
6. Phil. Asso. Smelting & Refining Corp, 
7. Phil. Phosphate Fertilizer Inc. * 8 .  San Miguel C o r p .  - Bacolod 

Southern Island Flour Mills 
PNOC-Malmgas Coal Corp. 
Nasapi* Lumber Co., Inc. 
Menz i D e w  lopment Corp . 
Floro Cement Corp, 
Pacific *Cement Co, 
Dole Philippines 
Apex Mining Co. , Inc. 
North Davao Mining Corp. 
PNOC - BCC . 
Paper Industries Corp. of the Phils. 
Bislig 
Paper Industries Corp. of the Phils. 
I1 igan 

NORECO I1 
BOHOL I 
BOHOL I1 
CEBU 111 
CEBU I11 
LEYTE V 
LEYTE V 
CENECO 

ZANECO 
ZAMSURECO I1 
ANECO 
MORESCO 
MORESCO 
SURNECO 
SOCOTECO I1 
DANECO 
DANECO 
SURSECO . 

SURSECO 

* Mot on MPC list as of January 1989. 
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Rural Electrification Project 
RMA E v a l u a t i o n  T e a m  

INDUSTRIAL CUSTOMERS 
PRESENTLY SERVED BY _RECS 

(As of May, 1991) 

1 .  A c ~ j e  M i n e s  
2 .  US N a v a l  Corn. Sta P h i l s .  
3 .  P h i l .  F lou r  M i l l s  
4 .  C e n t r a l  A z u c a r e r a  
5 .  B e n g u e t  C o r p .  , Inc. 
6 .  A b c a r  P a r a g o n  

1. BISCOM 
2 .  CAC 
3 .  C e n t r a l  A z u c a r e r a  
4. United Robina Sugar Milling C o r p ,  

Z arribowood 
Marfishing 
INTERCO 
PM IDCO 
D a c u n  
Agwood & Stanply 
Ferro Chem & E l e c t r o  
Integrated C h r o m e  C u r p .  
1ndcrph.i l* & Minply Co. 
Pacific C e m e n t  Co . 
Suricon 
Mla. Mining C o r g .  
South Seas N a t u r a l  R e s o u r c e s  
INTERCO 
D o l e  P h i l s .  

ZAMECO I 
ZAMECO I1 
QUEZON I 
BATELEC I 
CANORECO 
CANORECO 

NOCECO 
NOCECO 
WORECO I 
NORECO I 

Z AMCELCO 
Z AMCELCO 
ZAMCELCO 
Z AMCELCO 
Z AMCELCO 
ANEW 
MORESCO I 
MORESCO I 
MORESCO I 1  
SURNECO 
SURNECO 
SURNECO 
SURNECO 
DORECO 
SOCOTECO I 
MAGELCO 
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Rural Electrification P r o j e c t  
RMA Evaluation Team 

LARGE INDUSTRIAL CUSTOMERS 
DIRECTLY SERVED B Y  NPC 

WHO OPTED FOR A ROYALTY 
PAYMENT TO THE REC 

1. IMGASCO 
2 .  Malayan Steel , 

3 .  SKK Steel Corp. 
4. Milwaukee 
5. A s i a  Pacif ic  
6. CIGI 
7. SMC 

PELCO I11 
PELCO 111. 
PELCO 111 
PELCO I11 
PELCO I11 
CEMECO 
CENECO 



RURAL ELECTRIFICATION PROJECT 
RMA EVALUATION TEAn 

SYNOPSIS OF FINANCIAL MANUALS 
DEVELOPED AS PART OF THE RE PROJECT 

The followlng rovides a brief s no sis of the varlous financial manuals which ! have been deve oped as part of t t; e k E Project, 

Account1 n~ - -  The Accounting Manual provides a framework for 
t h e  develop*of a uniform account ing system for the RECs. The 
manual provides guidel lnes and instructions for the REC account1 ng 
staff to fulfill this requirement, The manual has been field test 
i n  eight geographically diverse areas. 

Borrowers Hanuat 
RECs to follow in 
discusses NEA's r 

- -  The Borrowers Manual provides a guide for the 
developing a loan appllcatlon to NEA. The manual 

besp~nsi bi 1 I t  I es as a 1 ender, the 1 oan appl i cat 1 on 
process, and the loan releasing process. The manual a1 so provides 
sample documents which an REA may use a s  a  guidel ine In drafting 
I t s  loan application, 

B u d W  Manual - -  The Budget Manual establishes a process wherein 
each REC i s  expected t o  develop an annual bud e t  and work pl an to 
be submitted to NEA for reviek and approval, 1 he manual also sets 
forth the procedures which will be uttllred to compare actual 
operating expenses and performance w i t h  budgeted expenses and 
performance as a control  measure. 

Fl nancina Strate - -  This manual establ ishes.\ the finaneiqg strategy 
for NEA. Topics?overed include 1) the Bail-Out plan, 2 )  R E C  loan 
restructuring proposal, 3) loans pol icieslinvestment guidel ines, 4 )  
proposed reorganizations, 5 )  investment plans, 6 )  project financing 
requirements, 7 )  loans pricing strategy a n d  foreign exchange t r u s t  
f u n d .  

5. F i n a m p  Projection Model Users/Reference Manual - -  This manual 
provides a users guide for the computerized Financing Projections 
M?@el for NEA. 

6 .  Financial Performance Analvsls Guldellnes to Use o f  a Hodel - -  This  
manual provldes ~nstructlons relative to the use of a computer 
model which i s  used to project and analyze the financjal perform- 
ance of an .REC over a future 10 year perlad. 
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RURAL ELECTRl F I CAT I ON PROJECT 
R13A EVALUATION TEAH 

SYNOPSIS OF FINANCIAL MANUALS 
DEVELOPED AS PART OF THE RE PROJECT 

(Continued) 

mestment G u l d e l i n e ~  - -  The Investment Guidelines s e t s  f o r t h  
pol l c i e s ,  guidel ines,  and procedures t o  be followed I n  e v a l u a t i n g  
requests fo r  loans f rom the  RECs, The guidelines require a f l v e  
year planning process updated on an annual b a s i s .  The planning 

rocess establ i shes f inanci a1 and economic performance standards t o  
Ee used t o  evrl urte proposed investment programs. 

nvestment Pl anni nci - -  The Investment Planning Manual pro-  
t ides instructfons f o w u s e  o f  a computer model which i s  used t o  
evaluate the economic and financf a1 performance o f  various invest -  
ment proposal s ,  The manual descrl bes the model, provides i nforma- 
t i o n  t o  facili tate the use of the model, and discusses the general 
method01 ogy and assumptions used i n  developing the model . 
loan O~er&ions Manual - -  The Loan Operations Manual establishes 
guidel ines and procedures to  Implement a loan evaluattan and apera- 
tions process, The manual defines t he  process o f  loan evaluation, 
prescribes t h e  procedures for releasing the proceeds o f  the loan, 
and descri bes the coll  ect ion process. 

10. Laan Palicv Manual - -  The Loan Policy Manual establishes the pol i- 
c l e s  and guideltnes t o  be followed by NEA i n  author i z ing  loans t o  
the RECs. The manual Includes 31 d i f f e ren t  pol t c i e s  covering a l l  
aspects of the lending process including such issues as lending 
o b j e c t 1  ves,  foreign exchange r i s k s ,  provl s i  on for doubt fu l  ec- 
counts, 1 oan secur i ty ,  debt r e s t ruc tu r ing ,  1 ending between t h e  
RECs, audi t ing ,  docurnentatlon requirements, e tc ,  

11. e Manual - -  The Rate Manual provides a framework for  the  RECs t o  
%slop t h e i r  individual r e t a i l  r a t e  s t ruc tures .  The manual i n -  
cludes p o l  l c i e s  related t o  the  establ ishment o f  revenue reguire- 
ments and the development o f  ra te  structures and t a r i f f s .  



RECS - 
REGION I 

REGION I1 

4 ISELCO I 
5 QUIRINO 

6 NUWA VISCAYA 

REGION 111 

7 TARLAC I 
8 PEECO 111 
9 TARGILCQ I1 
10 z,iwMJES I 

REGION IV 

11 BATELEC I 
12 BATEIXC I1 
13 QUEZON I 
I4 P W A N  

REGION V 

15 ALBAY III 
16 CANOREGO 
17 CASURECO I1 
18 CASURECO 111 

Rural Electrification Project 
RMA Evaluation Team 

SUMMARY OF RECS k I T H  
APPROVED DEBT RESTRUCTURING 

AS OF AUGUST 31, 1991 
(In Million pesos) 

Amount 
E f f e c t i v e  Date 6f A r r e a r s  
------me--- ---------- 

March 16, 1990 
December 31, 1990 
March 16, 1990 

December 31, 1990 
October 31, 1990 

March 16, 1990 

May 31, 1991 
December 31, 1990 
October 31, 1990 
December 31, 1990 

G c h  16, 1990 
October 31, 1990 
March 31, 1990 
December 31, 1990 

December 31, 1990 
December 31, 1990 
March 31, 1991 
June 30, 1991 

Appendix J 
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9epayment First Cue In te res t  
Per iod  Date ---------. --------- R a t e  --------- 

6 years June 30, 1990 
5 years March 31, 1992 
2 yeara June 30, 1990 

5 years March 31, 1991 
5 years December 31, 1991 
iw' o m  (1) 
race period. 
8 yeara March 31, 1991 
ing one (I) 
year grace period 

5 years 
5 yeara 
5 years 
5 years 

1 year 
5 year8 
3 yeara 
5 years 

5 years 
5 years 
5 years 
5 yeme 

September 30, 1991 
March 31, 1992 
March 31, 1991 
September 30, 1991 

June 30, 1990 
June 30, 1991 
June 30, 1990 
March 31, 1991 

September 30, 1991. 
March 31, 1991 
June 30, 1991 
September 30, 1991 



RECS - 
REGION VI 

REGION VII 

23 BOHECO II 
24 MORECO I 
25 SIQUIJOR 
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Rural Electrification Project 
RMA Gvaluatios Team 

SUMMARY OF RECS WITH 
APPROVED DEBT RESTRUCTURING 

AS OF AUGUST' 31, 3991 
(In Million Pesos) 

March 31, 1991 
December 31, 1990 
March 16, 1990 
March 16, 1990 

September 30, 1990 
October 31, 1991 
December 31, 1991 

26 SAMAR 1 

aEGIQN IX 

March 16, 1990 

REGION X 

March 16, lg9O 
September 30, 1990 

29 FIBECO 

30 BUSECO 
31 SURNECO 
32 ANECQ 

November 31, 1990 

March 18, 1990 
October 31, 1990 
March 16, 1990 

3 years June 30, 1993 
5 yeara June 30, 1991 
6 yeara June 30, 1990 
9' yeara June 30, 1990 

6 years March 31, 1991 
5 yeara March 31, 1991 
5 years March 31, 1991 

9 yeara June 30, 1992 
including two (2) 
yema grace period, 

3 yeara June 30, 1990 
3 yeara March 31, 1991 

5 years March 31, 1992 
including one (1) 
year grace period. 

5 years June 30, 1990 
5 years March 31, 1991 
5 yeara March 31, 1992 

including two (2) 
years grace period. 

In t e re s t .  
Rate --------- 

7% 
7% 
'7% 
'I% 

7% 
7% 
7% 

7% 

7% . 
7% 

7% 

- 7% 
7% 
7% 



RECS 
REGION XI 

33 DANECO 

34 DORECO 

35 SURSECO 

REGION XII 

36 SUKSLCO 

37 MARINWQUE 
38 SORSOGON 
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Rural Electrification Project 
RMA Evaluation Team . . 

SUMMARY OF RECS WITH 
APPROVED DEBT RESTRUCTURING 

AS O F  AUGUST 31, 1991 
(In Million Pesos) 

E f f e c t i v e  Date ----------- 

March 16, 1990 

August' 31, 1980 

March 16, 1990 

March 16, ,1990 

GRAND TOTAL - Restructuring 

3 years June 30, 1991 7% 
including one (1) 
year grace period. 

5 ,years June 30, 1991 7% 
including one (1) 
year grace period. 

5 years December 31, 1991 7% 
including two (2) 
year grace period 

3 years June 30, 1990 7% ' 
I 

13 yema December 31, 1991 '1% 
12 yews March 31, 1991 'I% 



D a t e  
A p p r o v e d  

August 13, 1990 

O c t o b e r  12, 1990 

D e c e m b e r  14, 1990 

January 14, 1991 

February 1, 1991 

R u r a l  E l e c t r i f i c a t i o n  Projec t  
RMA E v a l u a t i o n  Team 

SUMMARY OF REC RATE ADJUSTMENTS 
BETWEEN AUGUST 1990 AND AUGUST 1991 

R E C  ------------- 
DASURECO 
ANECO 
SUKELCO 
ZAMSURECO I 
NEECO I11 
SURSECO 11 

MORESCO I 
CASURECO 11 
BUSECO 

BATELEC I1 
CASURECO I 
CASURECO 111 
GUIMELCO 
ZANECO 
FIBECO 
SWRNECO 
CBTELCO 
LANECO 

I SECO 
QUIRELCO 
LUELCO 
PELCO I 
PELCO I1 
PELCO I11 
PENEECO 
AURELCO 
QUEZELCO I 
ILECO I 
LEYECO V 

PANELCO 111 
RAELCO 
NWELCO 
ISELCO I 
NEECO I 1  
TAHELCO I1 
SORECO I 
SOHECO I1 
CASURECO IV 

Average S y s t e m  Rate ------------------- 
Before 
-(~kWkb-- 

1,327 
1.307 
1.582 
1.556 
2.240 
1.749 

1.363 
2.017 
1.481 

2.547 
2.648 
2.670 
3.257 
1.777 
1.688 
1.519 
1.794 
1.606 

2.570 
2.945 
2,575 
2.646 
2.355 
2,417 
2.470 
3.144 
2.597 
2.672 
2.551 

2.621 
3,181 
3,024 
2.809 
2.788 
2.711 
2.661 
2.844 
2.889 

A f t e r  
(PfkWh-)- - 
1.353 
1.485 
1.667 
1.827 
2.420 
2,134 

1.568 
2.451 
I. 655 

2.695 
2.878 
3.339 
3.863 
1.923 
1.899 
1.844 
1,941 
1.752 

2.990 
3.650 
3.051 
3.128 
2.678 
2.725 
2.852 
3.573 
2.806 
3.094 
2.782 

3.0% 
3.968 
3.217 
2.978 
3.375 
3.078 
3.527 
3.389 
3.579 
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Increase 



Date 
A p p r o v e d  ------------------ 

February 15, 1991 

February 28, 1991 

March 

March 

March 

March 

March 

March 

A p r  i 1 

April 
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R u r a l  E l e c t r i f i c a t i o n  P r o j e c t  
RMA E v a l u a t i o n  Team 

SUMMARY OF REC RATE ADJUSTMENTS 
BETWEEN AUGUST 1990 AN0 AUGUST 1991 

TARELCO I 
CAPECLO 
ZAMCELCO 
ZAMSURECO I1 

ASELCO 
ESAMELCO 
PROS1 ELCO 
BATELEC I 
CANORECO 

CENPELCO 

INEC 
OMECO 
ALECO 111 

BENECO 

ISELCU XI 
NEECO III 

FI CEECO 

PANELCO I 
GIOPRECO 
ALECO I1 
MASELCO 
ILECO I1 
NOKECO I 

MARELCO 

CAGELCO I1 
BOHECO I1 
LEYECO I11 
SIARELCO 
TAWELCO 

Average System Rate 

Before -------- 
( P / W  
2.691 
2,946 
f - 4 4 1  
1.849 

1.838 
3.380 
2.933 
2.443 
2.552 

2.554 

2.673 
2.997 
2.883 

2 - 429 

2.693 
2.910 

3.046 

2.956 
3.097 
2.636 
2.935 
3.202 
2.817 

3.032 

2.877 
2.930 
3.361 
3.138 
3.025 

After ------- 
(P/kWh) 
3.085 
3.123 
1.490 
1.943 

2.061 
3.956 
3.515 
2.689 
2.826 

3.178 

2.946 
3.808 
3.307 

2.752 

3.275 
3.121 

4 . ~ 2 0  

3.551 
3.941 
3.080 
3.386 
3.486 
3.074 

3.961 

3.606 
3.313 
3.938 
5,323 
4.025 

Increase 
Amount Percent ------- 

(P/kWh) (%)  
0.394 14.6  
0.177 6.0 
0.049 3 .4  
0.094 5.1 
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Rural E l e c t r i f i c a t i o n  Project 
RMA Evaluation Team 

SUMMARY OF REC RATE ADJUSTMENTS 

Average S y s t e m  R a t e  ------------------- 
, Before --------- A f t e r  ------ 

(,PI kW h ) ( P / k ~ h  1 
2.822 2.917 
3.160 5.280 

Increase 

Ains un t --------- Percent 

(P/kWh) ( % )  
0,095 3.4 
2.120 67.1 

Date 
Approved R E C  ----------------- -------------- 

May 9, 1991 ZAMECO XI 
LUBELCO 

May 15, 1991 SAMELCO I1 

May 17, 1991 TI ELCO 

May 23, 1991 CELCO 

May 27, 1991 PRESCO 
BI SELCO 

June 13, 1991 BOHECO I 

June 28, 1991 SAMELCO I 
ILECO 111 

July 5, 1991 BILIFiAN 
NEECO I 

Augu~t  6, 1991 NORECO I1 
SURSECO 1 
MOELCI 11 
MAGELCO 

Average ra te  increase 
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Pover Coat 

Rural E'lectri#icatt.on Froj ec t  
EiMA Evaluation Tearq 

DISTRIBUTION OF RECS COST AND MARGINS 
AS A PERCENT OF TOTBL REVENUE 

DECEMBER 1989 TO JUNE 1991 

----------- 
December 31 June 30 
1989 1990 1991 
-----. . ----- ------ 

Coupac 1 & 2 86.64 66.26 67.17 
Phase 11 RHCs 71.31 72.33 69.28 
Others 66.26 66.23 64.13 

hnpac 1 k 2 3,13 2.47 2.00 1.65 1.12 1.31 1.04 2.09 5.92 
DBase.IIRBCa 3.11 2.79 2.51 1.28 1.02 0.73 -0.59 -1.46 5.34 
Others 5.00 4.47 3.50 2.04 2.27 2.18 -4.51 -1.01 6.50 

Total 3.58 3.05 2.51 2.51 9 7  1.34 -0.82 0.27 5.89 
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Rural Electrification Project 
RMA Evaluation Team 

NUMBER OF PROFITABLE/UNPROFITABLE REC's 
DECEMBER 1989 TO JUNE 1991 

Profitable ' Unprofitable * 

Compac 1 & 2 20 2 8 2 8 15 7 7 
Phase I1 RECs 15 14 28 19 20 6 
Others 39 3 1 27 8 1 7 19 

Total 74 73 83 42 44 32 

Positive net margins. 

Negative net margins 
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pyral. Electrificqtion P r o j e ~ t  
RMA Evaluation Team 

NATIONAL ELECTRIFICATION ADMINISTRATION 
PRESENT ORGANIZATIONAL CHART 

ts. KES[IIn:~ * 

Head 
p c u j i v o  . . 

ssis mt (Y ,  KIIiUtDO) 
(8. CXUZ) 

(J* BOYWIlKil 
r I I I I 

C10 N, JR, 8- n:  FLAB^ o 
: E. c!&l 

(A. 1tlDER) 

I 
N E C -  

Technical Stat f  



Appendix [\1 
Page 2 of 3 
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RMA Evaluation Team 

NATIONAL. ELECTRIFICATION ADMINISTRATION 
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PROPOSED ORGANIZATIONAL CHART 

FjQPOSED - . 
A STRUCTURE-"A" 

. I Off i c e  o t  tlu 
Car r ide  

k r r d  %.iut;lru 

I Oflice of !In . 
H t i d  ~ c u t z v e  

Assistant 

Strrt tg ic  
Planning 

Departmnl Dcpart~cnt I Corporate 
C ~ h M U f l l C l -  
tions ~ e u t .  I 

Account 
Kanage- 
CloUP 

~ l ~ ~ ) - l ~ ~  fpntrtl L o ~ n l  i tc trdr  
I v i r  OP P I V I ~ O ~  v SIDIL Divirion 

k. i nal p c c -  GI 

BEST AVAILABLE COP), 
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4 Cornniodity M a t e r i a l s  Handling Flow Chart 

+ Paper T r a i l  G e s c r i p t i o n  

+ Documents I n s t r u c t i o n s  

.+ NRECA M a t e r i a i s  T r z c k i n y  Documents .  

+ NRECA S c h e d u l e  o f  M a t e r i a i s  Shipment  
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Suppl ier  

NRECA 

REM & Consignee 
( Epedi t e r  ) 

REM 

REM & Consignee 
(Exped i te r )  

n p y c l l u ,  ,\ s 
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Consignee 

NRECA 

T h e  of shipment For~arda or iginal  shippfng 
doctunonto 

Who Acts When What is dona Who z e c o i v e ~  
-I-------------- - ------ 

REC 

Upon rece ip t  Notification of Shipment kru 

Fordards documents by JRS REX 

Documents racaived Conf F-ms receipt  of documents NZEcx 

Notification of Shipnent C ~ n s i ~ ~ o e  c 
A f f e E t e C  Ecs 

Docurento received ~ u k m i t s  shippins documents, D e ~ t .  OF F F r ~ x e  
Blanket CextFficate o f  

Exemption , REC Registration 
ui*h l e t tex  requesting they 

. issue zelease authority t o  
Buraau o f  Custcms. 

Ship u r i v e s  Notification of &r iva l  . N E C A  & 
C o n s i p ~ e  

, 

Pays &4 Valorem o f  92 

Khan received r f  NotULcrtion of Reesipt 
Consignee's of Shigment 

Send Bulk Receiving -port h%Ci 

h '~ f i f i 88  tha t  shipment ready Aff e c t a t  FZCs 
fo r .  so r t  rr.d pick- u;r . 

k'hea. issued Sand Zssup Report (Bulk/ 
Detailed) 

Kkos X a t e ~ i a l "  S4r.d Cetriled Receiving Repcrt Keci. 
=rives a t  RSC 

Each Shigmenf ' Secd SF Rece+ving Report L0ar.s C F Z C  

When RSC' has receive son6 ~ d j u s ~ k e n t  Reporf 
a l l  maferials 



Transmittal of shipping Documents 
and Instructions 

The attached shipping documents are for materials purchased under 
USAID Project 4 9 2 - 0 4 2 9  IFB No. 492-NRECA-90-001. The  change in the 
tax exempt status of NEA has prompted that these materials be 
purchased directly in the name of the REC whose property they are. 

The Consignee, representing several RECs, with coopera t ion  and 
assistance from the.REM office, is to clear customs and remove the 
materials from the port and move them to the consignee's warehouse, 
and issued to the RECs in accordance with the quantities shown on 
the invoice and packing list. 

The materials received by the RECs, including those by the REC that 
is the consignee which were purchased for his own use, must balance 
to the materjals itemized on the packing list and invoice. It is 
therefore very important that great care be taken when s s p a r a t i n g  
the material by REC. 

Instructions 

A brief outline of the various action critical to the process, tnat 
are to be taken by those involved follows. 

NRECA upon receipt oh the original shipping documents will: 

1) notify the REX by radio, 
2) make copy for NRECA file, 
3) send original shipping documents to the REM by courier. 

The REX upon receipt of the original shipping documents will: 

The REM 
documents 

Send a confirmation that they received the original 
shipping documents to NRECA by radio, 
Notify the Consignee and affected REC of the shipment. 

& Consignee, upon receipt of the original shipping 
will: 

Submit a letter to the Dept. of Finance requesting they 
issue the release authorization to Bureau of Custons. 
Attachment to this letter are: 

a) REC (consignee) registration, 
b) Blanket Certificate of Exexption, and 
c) Shipping documents 

NOTE : It is suggested that they employ an Expeditor for 
this. However it is done it should be complete? 
and the authorization issued before the s h i p  
a r r ives .  
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The REX upon notice of arrival of the ship will: 

1) Notify NRECA & the Consignee 

The REM and consignee upon arrival of the s h i p  will: 

1) Submit to the Bureau of Customs; 

a) Formal Entry Declaration, 
b) Release Authority from Dept. of Finance 
c) Notice of arrival of shipment (from port) 

2) Pay 9% Ad Valorem Tax, under protest. 

3 )  Pay storage & demurrage 

4) Move the shipment from the pert , to the Consignee 
warehouse 

. 
NOTE : Step one may be done by an Expediter and step four 

by a Forwarder. 

The Consignees upon receiving the shipment at h i s  warehouse will: 

1) Notify NRECA of the receipt cf the shipment k t h  
Consignee, by radio. 

2) Send the Bulk Receiving Report, identified with the Eill 
of Lading Number, to NRECA showing as Consign~e the 
shipment has been received. 

3) Notify the affected RECS that the shipment is at the 
Consigneefs wzrehouse ready fcr sorting and pick-ua. 

4) Sort the shipment by RBC using the invoice end B i l l  of 
Lading and confirm that they balance the amount shipped. 

5 )  Issue the material to each of the specified EECs. 
Prepare, by REC, issue report, showing Bill of Lading 
number. Be sure to prepare an issue repcrt as ultinate 
recipient REC, for the REC that is acting as Consipee. 
Each entry on the issue report must be identiflc~d by 
using the Iten No. from the invoice. 

T h e  REC (ultimate r e c i p i e n t )  upon r e c e i p t  of t h e  material will: 

1) Prepare a detailed Receiving Report. The report shall 
show the Bill of Lzding number 2nd i5entify each t y ~ e  of 
material by the 1teh Nunber from the invoice. 
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2) Send the detailed ~eceiving Report, for materials fron 
the shipment, to NRECA. 

NRECA will, upon receipt of the receiving report from the REC, 
prepare an SF Receiving Report and forward it to the Loans (NEA). 
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Rura l  E l  ec t r i  f i c a t i o n  Project  
RMA Eva1 ua t i  on  Team 

COMPARISON O F  SYSTEM LPSSES FQR .COMPAC 
1 AND 2 RECS FOR 1987, 1990 AND 1991 

( t o  d a t e )  

I 
IV 
VI 
VI 
VI 
VI 
VII 
VII 
MI 
VII 
IX 
IX 
IX 
IX 
X 
X 
X 
XI 
XI 
XI 
XI 
XI1 
XI1 

I 
I 
I 
111 
111 
111 
IV 
v 
v 
v' 
v 
XI 

111 

COWPAC 1 

INEC: XLOCOS NORTE 
QUEZELCO: FIRST QUEZON 
CAPELCO: C A P I Z  
I L E C O  I: I L O I L O  
NOCECO : NEGROS OCCIDElJTAt  
CEIJECO: CENTRAL NEGROS 
CERECO I: CEBU 
CEBECO 11: CERU 
CEDECO 111: CEBU 
BOIiECOt BOllOL I 
ZANECO: ZAMBOANGA DEL NORTE 
ZRI4SURECO I: ZAbiBO DEL SUR 
XAMSURECO 11: ZANBO DEL SUR 
ZA14CELCO : ZAMROI\NGA C I T Y  
A S E t C n r  AOtISAN nI2L SUR 
AlW2O: AGUSAtJ DEL NORXE 
IKIIIESCO 1 I : CIISAI4IS ORIENTAL 
SOCOTECO I : SOUTII COTABATO 
SOCOTECO 11: SOUTH COTAUATO 
DASUIIECO: DAVAO DEL SIJR 
DAUECO: DAVAO DEL NORTE 
MRGELCO WAGUINDANAO 
COTELCO : IJORTII COTABATO I 

ISECO:  I L O C O S  SUR 
LIJELCO: LA UNION 
PANELCO I11 t -PANGASINAN 
TARELCO I:  TARLAC 
TARELCO 11: TARLAC 
PELCO 111: PAWPANGA 
UATELEC: BATANGAS I 
CkSURECO 11: CAMARXNES SUR 
CASURECO 111: CAMARINES SUR 
CASURECO IV:  CAMARINES SUR 
ALECO I111 ALBAY 1 x 1  
DORECO: DAVAO ORIENTAL 

P I L O T  P R O J E C T  

Iv-wr-co : ~ A T A A N  

Y-r-D CURRENT 
1987 1990 1991 ' MONTH 

S o u r c e :  NRECA's  P r o g r e s s  Report f o r  t h e  month ended  A u g u s t  ' 3 1 ,  1991, 
E x h i b i t  x f -3  

1) Year t o  d a t e  d a t a  n o t  a v a i l a b l e . ,  



Year 

1989 

1990 
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Rural Electrification Project 
RMA Evaluation Team 

COMPARISON OF COLLECTION EFFICIENCY FOR COMPAC 
1 A N D  2 RECS FOR 1987, 1990 AND 1991 (.TO DATE) 

NEA Conventional 
Formula ( 1 )  Formula ( 2 )  

1991 through June 91 88 

3 Year Average 93 89 

Formula 1 

Formula 2 

Current Collections 
Current Sales 

Total Collections 
Total Collectibles 

The above s t a t i s t i c s  show that  for the past three years 93% o f  the RECs  
current receivable are  being collected. However, the fact  that  the 
conventional formula, which tracks t o t a l  collection resul ts  in 1 ower 
ratios than does NEA's formula w h i c ~ c k s  current co1lections is an 
indication t h a t  the RECs had been c o n s i s t e n t ~ t  with hardcore 
arrears.  I t  i s  apparent that  the RECs lack a systematic approach t o  
dealing w i t h  hardcore arrears and defaults, 
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SUMMARY OF OPERATING REVENUE, EXPENSES, AND MARGINS 
FOR COMPAC 1 & 2 RECs FOR 1989 AND 1990 

Rura l  E l e c t r i f i c a t i o n  P r o j e c t  
RMA Eva1 u a t i o n  Team 

I. Energy Sales - MWh . . . . . . . . . . . . . . . . . . . . . .  

Reg i on - - - - - - -  
X 
X 
v 

I V  
VI I 

v 
v 
V 

v I 
X I  
X I  
I 
I 

v I 
I 

X I  I 
X I  I 
I11 
I 

I V  
111 
I I I 
I X 
I X  
I X 
I X 

REC 
- - - - - - - - -  
ANECO 
ASELCO 
ALECO 111 
BATELEC I 
BOHECO 
CASURECO I 1  
CASURECO 111 
CASURECO I V  
CAPELCO 
DASURECO 
DORECO 
INEC 
ISECO 
I LECO 
LUELCO 
MAGELCO 
COTELCO 
PELCO I 
PANELCO I11 
QUEZELCO 
TARLECO I 
TARLECO I 1  
ZAMCELCO 
ZENECO 
ZAMSURECO I 
ZAMSURECO I 1  

Sub-Tot a1 

Change 
- - - - - - -  

3.28% 
19.45% 
10.67% 
15.69% 
10.40% 
10.74% 
20.20% 
12.50% 

5.35% 
11.75% 
13.99% 
8.06% 

11.63% 
-4.05% 

1.31% 
24.85% 
10.14% 
42.53% 
25.78% 

6.23% 
12.85% 
10.41% 
13.57% 
12.80% 
21 .SO% 
13.20% 

- - - - - - -  
13.00% 

WITHOUT RATE INCREASE (Through August 1991) 

V I  I 
V I  I 
V I I  
v I 
X I  
X 

V I 
X I  
X I  

CEBECO I 18,144 19,140 5.49% 
CEBECO I 1  19,872 23,304 17.27% 
CEBECO I11 17,112 17,868 4.42% 
CENECO 133,380 140,580 5.40% 
DASURECO 34,020 38,016 11.75% 
MORESCO I 1  25,404 27,432 7.98% 
NOCECO 42,972 43,764 1.84% 
SOCOTECO I 24,048 29,604 23.10% 
SOCOTECO I 1  98,736 122,640 24.21% 

- - - - - - - -  
Sub-Tota l  413,688 462,348 11.76% 

T o t  a1 1,212,600 1,365,144 12.58% 
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SUMMARY OF OPERATING REVENUE, EXPENSES, AND MARGINS 
FOR COMPAC 1 & 2 RECs FOR 1989 AND 1990 

R u r a l  E l e c t r i f i c a t i o n  P r o j e c t  
RMA E v a l u a t i o n  T e a m  

I I. O p e r a t i n g  R e v e n u e  a n d  E x p e n s e s  - M i  11 i o n  P e s o s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
O p e r a t i n g  R e v e n u e  . . . . . . . . . . . . . . . . . . . . . . . .  

% 
R e g  i o n  REC 1989 1990 C h a n g e  - - - - - - -  - - - - - - - - - -  - - - - - -  - - - - - -  - - - - - - -  
WITH  RATE INCREASE - - - - - - - - - - - - - - - - - -  

X ANECO 75.7 84.5  11.62% 
X ASELCO 24.2 32.5 34.30% 
V ALECO 111 22.5 29.6 31.56% 
I V BATELEC I 70.0 92.4 32.00% 

V I I  BOHECO 26.5 34.3 29.43% 
V CASURECO I 1  85.2 113.3 32.98% 
V CASURECO 111 31.0 42.4 36.77% 
V CASURECO I V  15 .2  19.5 28.29% 

V I CAPELCO 65.6 78.5 19.66% 
XI DASURECO 48.4 57.8 19.42% 
X I  DORECO 27.4 33.6 22.63% 

I N E C  
ISECO 
I LECO 
LUELCO 
MAGELCO 
COTELCO 
PELCO I 
PANELCO 111 
QUEZELCO 
TARLECO I 
TARLECO I 1  
ZAMCELCO 150.9 177.2 
ZENECO 33.2 41.1 
ZAMSURECO I 49.1 62.0 
ZAMSURECO I 1  31.7 37.8 

S u b - T o t a l  1,354.1 1,711.5 

WITHOUT RATE INCREASE . . . . . . . . . . . . . . . . . . . . .  
V I  I CEBECO I 
V I  I CEBECO I 1  
V I  I CEBECO I11 

V I CENECO 
X I  DASURECO 

X MORESCO I 1  
V I NOCECO 
X I  SOCOTECO I 
X I  SOCOTECO I1  

S u b - T o t a l  

P o w e r  C o s t  . . . . . . . . . . . . . . . . . . . . . . . .  
% 

1989 1990 C h a n g e  

T o t a l  Compac I & I1  2,044.0 2,584.7 26.45% 1,362.3 1,712.6 25.71% 
/.- yq 
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SUMMARY OF OPERATING REVENUE, EXPENSES, AND MARGINS 
FOR COMPAC 1 & 2 RECs FOR 1989 AND 1990 

R u r a l  E l e c t r i f i c a t i o n  P r o j e c t  
RMA E v a 1  u a t i o n  Team 

I I. O p e r a t i n g  R e v e n u e  a n d  E x p e n s e s  - M i  11 i o n  P e s o s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
N o n -  P o w e r  C o s t  O p e r a t  i ng M a r g i n  . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . .  

% % 
R e g  i o n  REC 1989 1990 C h a n g e  1989 1990 C h a n g e  
- - - - - - -  - - - - - - - - - -  - - - - - -  - - - - - -  - e m - - - -  - - - - - -  - - - - - -  - - - - - - -  
WITH RATE INCREASE - - - - - - - - - - - - - - - - - -  

X ANECO 20 -8 25.1 20.67% 5 . 0  8 . 7  74.00% 
X ASELCO 11 . O  13.5 22.73% .9  3 . 6  300.00% 
V ALECO I11 7.0 7.6 8.57% .7  1 .7  142.86% 

I V BATELEC I 17.9 24.9 39.11% 3 .4  7 .2  111.76% 
V I  I BOHECO 8 .0  10.7 33.75% 

V CASURECO I 1  21.2 26.6 25,47% 
C A S U R E C O I I I  12.7 15.1  
CASURECO I V  5.3  6 . 1  
CAPELCO 22.2 26.0 
DASURECO 12.9 15.7 
DOUECO 8 . 5  11.6 
INEC 14.2 17.7 
ISECO 21.1 25.7 
I LECO 1 9 . 8  21.9 
LUELCO 14.6 16.2 
MAGELCO 1 1 , 6  13 .8  
COTELCO 13.1 16.4  
PELCO I 11.9 13.9 
PANELCO I11 17.9 20.8 
QUEZELCO 16.0 21.3 
TARLECO I 10.7  13.1 
TARLECO I 1  1 0 , l  12.8  
ZAMCE L C 0  26.1  31.1 
ZENECO 12.4 16.6 
ZAMSURECO I 17.5 22.8 
ZAMSURECO I I 12.0 13.6 

- - - - - -  - - - - - -  
S u b - T o t a l  376.5 460.6 

WITHOUT RATE INCREASE 
. . . . . . . . . . . . . . . . . . . . .  
V I  I CEBECO I 
V I  I CEBECO I 1  
V I  I CEBECO I 11  

V I CENECO 
X I  DASURECO 

X MORESCO I 1  
V I NOCECO 
X I  SOCOTECO I 
X I  SOCOTECO I 1  

S u b - T o t a l  

T o t a l  Compac I & I I 533.0 658.1 23.47% 148.4 214.3 44.41% 
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SUMMARY OF OPERATING REVENUE, EXPENSES, AND MARGINS 
FOR COMPAC 1 & 2 RECs FOR 1 9 8 9  AND 1 9 9 0  

R u r a l  E l e c t r i f i c a t i o n  P r o j e c t  
RMA E v a l u a t i o n  T e a m  

11. O p e r a t i n g  R e v e n u e  a n d  E x p e n s e s  - M i l l i o n  P e s o s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

R e g i o n  REC - - - - - - -  - - - - - - - - - -  
WITH RATE INCREASE - - - - - - - - - - - - - - - - - -  

X ANECO 
X ASELCO 
V ALECO 111 
I V BATELEC I 

V I  I BOHECO 
V CASURECO I 1  
V CASURECO 111 
V CASURECO I V  

CAPELCO 
DASURECO 
DORECO 
INEC 
ISECO 
I LECO 
LUELCO 
MAGELCO 
COTELCO 
PELCO I 
PANELCO I11 
QUEZELCO 
TARLECO I 
TARLECO 11 
ZAMCELCO 
ZENECO 
ZAMSURECO I 
ZAMSURECO I 1  

S u b - T o t a l  

WITHOUT RATE INCREASE . . . . . . . . . . . . . . . . . . . . .  
V I  I  
V I I  
V I  I  

v I 
X I  

X 
v I 
X I  
X I  

CEBECO I  
CEBECO I1 
CEBECO I11 
CENECO 
DASURECO 
MORESCO I 1  
NOCECO 
SOCOTECO I 
SOCOTECO I1  

S u b - T o t a l  

T o t a l  Compac I & I I 
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SUMMARY OF OPERATING REVENUE, EXPENSES, AND MARGINS 
FOR COMPAC 1 & 2 RECs FOR 1989 AND 1990 

Rura l  E l e c t r i f i c a t i o n  P r o j e c t  
RMA Eva1 u a t i o n  Team 

11. Opera t ing  Revenue and Expenses - M i l l i o n  Pesos . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Other  Income Net  Marg in  

- - - - - - - - - - - - - - - - - - - - - - - a  . . . . . . . . . . . . . . . . . . . . . . . .  
Regi on REC 1989 1990 Change 1/ 1989 1990 Change 1/ - - - - - - -  - - - - - - - - - -  m e - - - -  - - - - - -  - - - - - - - a -  - - - - - -  - - - - - -  - - - - - - - - -  
WITH RATE INCREASE 
- - - - - - - - - - - - - - - - - -  

X ANECO .1 ( 1.1) - 1 ( .7)  .9 1.6 
X ASELCO .5 .8 .3 ( 2.7) ( .8)  1.9 
V ALECO I11 .2  .3 .1 ( 1 . 5 )  ( - 4 )  1.1 

I V  BATELEC I 1 . O  1.5 .5 ( - 1 )  3 .4  3.5 
V I  I BOHECO 1.3 1.5 .2 .2 .1 ( . l )  

V CASURECO I 1  1.5 1.9 .4 1.2 1.5 . 3  
V CASURECO I 1 1  .4 .8 - 4  ( 1.5) .1 1.6 
V CASURECO I V  .O .7 - 7  ( 2.2) ( 4 2.1  

V I CAPELCO .7 2.0 1.3 ( .6 )  2.3 2.9 
X I  DASURECO .1 .2 .1 2.8 4.4 1.6 
X I  DORECO .7 .9 .2  1.5 .8  ( .7) 
I INEC . 5  . 3  ( .2) 3 . 1  6.8 3.7 
I ISECO .4 .2 ( .2)  6.0 6.2 .2 

V I ILECO .2 .4 .2 1 .5  ( 1.4)  ( 2.9) 
I LUELCO .2 .2  .O ( .6) ( 2.1)  ( 1.5) 

X I1  MAGELCO .9 .3 ( .6 )  .4 2.4 2.0 
X I  I COTELCO .2 .2 .O 2.1 - 8  ( 1.3) 
111 PELCO I 2.5 3.7 1.2 3 .1  2.8 ( .3 )  
I PANELCO 111 5.5 5.8 .3 ( 4 3.6 3.8 
I V QUEZELCO 1.3 1.3 .O ( .3 )  1.1 1.4 

111 TARLECO I 2.7 3 . 1  .4  1 .5  2.2 .7 
I 1 1  TARLECO 11 .6 . 5  ( . l )  ( 1 4  1.2 2.9 
I X ZAMCELCO 1.4 ( .5) ( 1 .9)  3.4 .9 ( 2.5) 
I X ZENECO -1  . 3 .2 ( 4 .O .1 
I X ZAMSURECO I . 5  1.4 .9 ( 4 4.5 4.7 
I X ZAMSURECO I 1  .7 .9 .2 2.2 3.6 1.4 

- - - - - -  - - - - - -  - - - - - - -  - - - - - -  - - - - - -  - - - - - - -  
Sub-Total  24,2 27.6 3 .4  16.6 44.8 28.2 

WITHOUT RATE INCREASE 
. . . . . . . . . . . . . . . . . . . . .  
V I  I CEBECO I 1.2 ( 2.1) ( 3.3) .2 .O ( .2) 
V I  I CEBECO 11 1.6 .3 ( 1.3)  1.6 2.8 1.2 
V I  I CEBECO I 1 1  1.1  ( 1 .9 )  ( 3,O) ( - 1 )  - 4  .5 

V I CENECO ( .2)  . 5  - 7  ( 5 .1 )  ( 9.4) ( 4 . 3 )  
XI DASURECO ( 1.0)  . O  1 .0  .6  1.2 .6 

X MORESCO I 1  -9 ( .7) ( 1.6)  1 . 7  < 1.7)  ( 3 . 4 )  
V I NOCECO 3.5  2.6 ( - 9 )  2.8 5.6 2.8 
X I  SOCOTECO I 1.4 1.2 ( .2 )  .1 2.2 2.1 
X I  SOCOTECO 11 1 .O 1.4 . 4  2.7 8 .0  5.3 - - - - - -  - - - - - -  - - - - - -  - - - - - - - - - - - -  - - - - - - -  

Sub-Total  9 .5  1.3 ( 8.2) 4.5 9 .1  4.6 
Tota l  Compac I & I 1  33.7 28.9 ( 4.8) 21.1 53.9 32.8 

- - - - - - - - - - - -  
1/ Because Other  Income and Net Marg in  can f l u c t u a t e  p o s i t i v e  and nega t i ve ,  

t h e  charge i s  n o t  conver ted  t o  percen t .  
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SUMMARY O F  OPERATING REVENUE, EXPENSES, AND M A R G I N S  
FOR COMPAC 1 & 2 RECs FOR 1989 AND 1990 

R u r a l  E l e c t r i f i c a t i o n  P r o j e c t  
RMA E v a 1  u a t i o n  T e a m  

11. O p e r a t i n g  R e v e n u e  a n d  E x p e n s e s  - P e s o s / k W h  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
O p e r a t i n g  R e v e n u e  . . . . . . . . . . . . . . . . . . . . . . . .  

% 
R e g i  o n  REC 1989 1990 C h a n g e  - - - - - - -  - - - - - - - - - -  - - - - - -  - - - - - -  - - - - - - -  
WITH R A T E  I N C R E A S E  - - - - - - - - - - - - - - - - - -  

X ANECO 1 .26 1.36 8.08% 
X ASELCO 1.68 1.89 12.43% 
V ALECO I11 2.20 2.61 18.87% 
I V BATELEC I 1.72 1.96 14.09% 

V I  I BOHECO 2.17 2.54 17.24% 
V CASURECO I 1  1.83 2.20 20.09% 
V CASURECO I11 2.33 2.65 13.79% 
V CASURECO I V  2.26 2.58 14.04% 

V I CAPELCO 2.25 2.55 13.59% 
X I  DASURECO 1.42 1.52 6.87% 
X I  DORECO 1 .23 1.32 7.58% 
I I N E C  1.59 1.97 23.63% 
I I S E C O  2.34 2.66 13.59% 

V I I L E C O  2.24 2.55 13.71% 
I LUELCO 1.98 2.31 16,92% 

X I  I MAGELCO 1.49 1.58 6,09% 
X I  I COTELCO 1.72 1.82 6.01% 
111 PELCO I 
I PANELCO I11 
I V QUEZELCO 
I I I TARLECO I 
I I I TARLECO I1  
I X ZAMCELCO 
I X ZENECO 
P X ZAMSURECO I 
I X  ZAMSURECO I 1  

WITHOUT RATE I N C R E A S E  
. . . . . . . . . . . . . . . . . . . . .  
V I  I CEBECO I  
V I  I CEBECO I 1  

S u b - T o t a l  

V I  I CEBECO I11 
\d I CENECO 
X I  DASURECO 

X MORESCO I 1  
V I NOCECO 
X I  SOCOTECO I 
X I  SOCOTECO I 1  

S u b - T o t a l  

T o t a l  C o m p a c  I & I1  62.75 71.45 13.85% 35.3 44.9 27.04% 
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SUMMARY OF OPERATING REVENUE, EXPENSES, AND MARGINS 
FOR COMPAC 1 & 2 RECs FOR 1989 AND 1990 

Rura l  E l e c t r i f i c a t i o n  P r o j e c t  
RMA Eva1 u a t i o n  Team 

11. Opera t ing  Revenue and Expenses - Pesos/kWh . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Non-Power Cost Opera t ing  Margin . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . .  

% % 
Reg i on REC 1989 1990 Change 1989 1990 Change 
---..--- - - - - - - - - - -  - - - - - -  - - - - - -  - - - - - - -  - - - - a -  m - - - - -  - - - - - - -  
WITH RATE INCREASE - - - - - - - - - - - - - - - - - -  

X ANECO .35 , .40 16.84% .08 .14 68.48% 
X ASELCO .77 .79 2.74% .06 .21  234.87% 
V ALECO 111 .68 .67 -1.89% .07 .15 119.45% 

I V  BATELEC I . .44 .53 20.24% - 0 8  .15 83.04% 
V I  I BOH ECO .65 .79 21.15% .17 .16 -5.11% 

V CASURECO I 1  .45 .52 13.31% .ll .10 -7.85% 
CASURECO I11 
CASURECO I V  
CAPELCO 
DASURECO 
DORECO 
INEC 
ISECO 
I LECO 
LUELCO 
MAGELCO 
COTELCO 
PELCO I 

I PANELCO I 1 1  .53 .49 -7.61% 
I V QUEZELCO .45 .56 25.32% 
I I I TARLECO I .49 .53 8.49% 
1 I I TARLECO I1  .53 - 6 1  14.79% 
I X ZAMCELCO .22 .23 4.92% 
I X ZENECO .60 .71 18.68% 
I X ZAMSURECO I - 5 9  .63 7,23% 
I X ZAMSURECO I 1  .63 .64 -12% 

- - - - - - -  - - - - - - -  - - - - - - -  
Sub-Total 14.38 15.6 8.25% 

WITHOUT RATE INCREASE 

V I  I CEBECO I 
V I  I CEBECO I 1  
V I I  CEBECO I 1 1  
V I CENECO 
X I  OASURECO 

X MORESCO 11 
V I NOCECO 
X I  SOCOTECO I 
X I  SOCOTECO I 1  

Sub-Total 

T o t a l  Compac I & I 1  18.5 20 .1  8.24% 4.7 6.5 37 -84% 
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SUMMARY OF OPERATING REVENUE, EXPENSES, AND MARGINS 
FOR COMPAC 1 & 2 RECs FOR 1989 AND 1990 

R u r a l  E l e c t r i f i c a t i o n  P r o j e c t  
RMA E v a l u a t i o n  Team 

11. O p e r a t i n g  R e v e n u e  a n d  E x p e n s e s  - Pesos / kWh  

D e p r e c i  a t  i on 

% 
R e g i o n  REC 1989 1 9 9 0  C h a n g e  - - - - - - -  - - - - - - - - a -  - - - - - - -  - - - - - - -  
WITH RATE INCREASE 
- - - - - - - - - - - - - - - - - -  

X ANECO .07 .07 6.05% 
X ASELCO .ll .17 56.97% . . 

v ALECO 111 
I V BATELEC I 

V I  I BOHECO .17 .18 3.52% 
V CASURECO I 1  .04 .05 8.37% 

I n t e r e s t  E x p e n s e  
. . . . . . . . . . . . . . . . . . . . . . . .  

% 
1 9 8 9  1 9 9 0  C h a n g e  

V CASURECO 111 .07 .08 10.93% .ll .14 36.68% 
V CASURECO I V  .25 .ll -58.17% .31 .28 -11.11% 

V I CAPELCO .15 .15 1.55% .13 .07 -48.89% 
X I  DASURECO .ll .12 5.97% .05 .04 -21.70% 
X I  DORECO -03  .04 46.22% .06 .04 -25.77% 
I INEC .05 .05 6.43% .04  .06 50.39% 
I ISECO 

V I I LECO 
I LUELCO .05 .05 6.30% .04 .06 52.54% 

X I  I MAGELCO 
X I  I COTELCO 

PELCO I .04 .03 -19.04% 
PANELCO I11 .04 .03 -31.10% 
QUEZELCO .06 .07 2.32% 
TARLECO I .10 .07 -27.50% 
TARLECO I 1  .02 .03 58.50% 
ZAMCELCO .05 .06 37.68% 
ZENECO .17 .16 -6.28% 
ZAMSURECO I .05 .04 -17.70% 
ZAMSURECO I 1  .10 .12 16.24% 

- - - - - - -  - - - - - - -  - - - - - - -  
S u b - T o t a l  2.2 2.4 7.14% 

WITHOUT RATE INCREASE 
. . . . . . . . . . . . . . . . . . . . .  
V I I  CEBECO I 
V I I  CEBECO I 1  
V I  I CEBECO 111 

V I CENECO 
X I  DASURECO 

X MORESCO I 1  
V I NOC ECO 
X I  SOCOTECO I 
X I  SOCOTECO I 1  

T o t a l  Compac I & I 1  3.2 3.6 13.71% 16.0 15.5 -2.82% 
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SUMMARY OF OPERATING REVENUE, EXPENSES, AND MARGINS 
FOR COMPAC 1 & 2 RECs FOR 1989 AND 1990 

Rura l  E l e c t r i f i c a t i o n  P r o j e c t  
RMA Eva1 u a t i o n  Team 

Region REC 
- - - - - - -  - - - - - - - - - -  
WITH RATE INCREASE - - - - - - - - - - - - - - - - - -  

X ANECO 
X ASELCO 
V ALECO I11 
I V BATELEC I 

V I  I BOHECO 
V CASURECO I 1  
V CASURECO I11 
V CASURECO I V  

V I CAPELCO 
X I  DASURECO 
X I  DORECO 
I INEC 
I ISECO 

V I I LECO 
I LUELCO 

X I  I MAGELCO 
X I  I COTELCO 
I I I PELCO I 
I PANELCO I11 
I V QUEZELCO 

111 TARLECO I 
I I I TARLECO I 1  

I X  ZAMCELCO 
I X ZENErO 
I X ZAMSURECO I 
I X ZAMSURECO I 1  

Sub-To ta l  
WITHOUT RATE INCREASE 
. . . . . . . . . . . . . . . . . . . . .  
VII CEBECO I 
VI I CEBECO I 1  
VII CEBECO I 1 1  

V I CENECO 
XI DASURECO 

X MORESCO I 1  
V I NOCECO 
X I  SOCOTECO I 
X I  SOCOTECO I 1  

Sub-To ta l  
T o t a l  Compac I & I 1  

- - - - - - - - - - - -  
1/ Because O t h e r  Income and Net  Marg in  can f l u c t u a t e  p o s i t i v e  and n e g a t i v e ,  

t h e  charge i s  n o t  c o n v e r t e d  t o  p e r c e n t .  
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Rural E l e c t r i f i c a t i o n  Projec t  
HMA Evaluation Team 

RATIO OF AVERAGE MONTHLY PURCHASED POWER EXPEElSE 
TO NFC ACCOUNTS PAYABLE FOR COMPAC 1 N l D  2 RECS 

DE~EMBER 1989 TO JUNE 1991 

COMFAC 1 : 
I locos  Norte 
Quezon I 
Zmboanga Ci ty  
Zambomga d e l  Norte 
Zamboanga d e l  Sur f 
Zamboanga d e l  Sur 11 
Capiz 
Central  Negros 
I l o i l o  I 
Negros Occidental  
Bohol I .  
Cebu I 
Cebu 11 
Cebu III 
Amsan d e l  Norte 
Agusan d e l  Sur 
Misamis Orienta l  II 
Davao d e l  Norte 
Davao d e l  Sur 
South Cotobato I 
South Cotobato 11 
Maguindanao 
North Cotobato 

CXMPAC 2 : 
L a  Unlon 
I locos  Sur 
Pangasinan III 
Tarlac I1 
Pampanga 111 
Tarlac I 
Batangas I 
Camarines Sur IV 
Albay I11 
Camrines  Sur I I I 
Camarines Sur I1 
Davao O r i e n t a l  

N.A. 
1.03 
1-03 
1-03 
2.43 
1-06 
0-9'7 
2.03 
1.07 
0.88 
f -06 
0.84 
1.47 
0.94 
2.10 
1-25 
1-11 
4-99 
1 .I1 
1.13 
1-11 
1.13 
1.09 

1.05 
2.34 
1-04 
1.08 
1-60 
1.08 
1.15 
0.95 
1.78 
f -09 
0.95 
0.74 

1,35 

6 I301 91 --------- 

1-01 
1.29 
1.58 
1.72 
0.89 
1-05 
1-17 
1.90 
1.08 
1-06 
1.01 
0.93 
1.21 
1.11 
1.55 
1.57 
3.96 
0.87 
1.36 
1. 25 
0.98 
1.69 
0.97 

1.13 
N .A. 
1-05 
0.89 
0.91 
0.91 
N.A. 

0 .8 ;  
1-09 
1-08 
1.04 
1.12 

1.25 

-- 

1. Excludes REC's w i t h  m i ss i ng  data.  



Restructured loans 

Relending loans 

Revolving fund loan 

ALE RECS 
am------ 

Csnstruction loans 

Restructured loans 

Relending loans 

Revolving fund loan 

Rural Electrification Project 
W1A Evaluation Team 

STATUS OF REC1s  PAYMENT TO NEA AS OF 
DECEMBER 31, 1990 AND JUNE 30, 1991 

(Mill i o n  Pesos) 
(Net  o f  B a i l - o u t   orti ti on) 

Appendix U 
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Rural Electrification Project 
RMA Evaluation Team 

STATUS OF REC COMPLIANCE WITH CERTAIN FINANCIAL TESTS IN SECTION 4.6 
OF THE CONTRACT FOR LOANS WITH NEA 

Provision 

1) Current ratio, current assets of the 
borrower shall at all times equal or exceed 
the current liabilities of the borrower. 

2) Debt service ratio. Internal cash 
generation of the borrower for each fiscal 
quarter, commencing with the quarters 
beginning two years after the end of the 
quarter in which this contract becomes 
effective, shall equal or exceed 
amortization and interest expenses in 
respect of all indebtedness of the 
borrower for such quarter. 

3) Net operating margin. 

a. Third year. Net operating margin 
for the borrower for each fiscal 
quarter in the twelve month period 
commencing with the quarter 
beginning two years after the end 
of the quarter in which this cintract 
becomes effective shall not be less 
than zero (0) percent of operating 
revenue for such quarter. 

b. Fourth year. Net operating margin 
of the borrower for each period 
commencing with the quarter 
beginning three years after the end 
of the quarter in which this 
contract becomes effective shall not 
be less than two and one-half (2.5) 

Status 

The REC's in general have maintained 
sufficient funds to meet current 
obligations. Current ratios are presently 
above the contractual requirement of 1.1. 
(See attached table) 

Compliance with this provision is to 
commence in the fourth quarter of 1991 in 
as much as earliest date of contract 
effectively was September 29, 1989. 

Compliance with this provision is to 
commence in the fourth quarter of 1991 in 
as much as earliest date of contract 
effectively was September 29, 1989. 
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Rural Electrification Project 
RMA Evaluation Team 

STATUS OF REC COMPLIANCE WITH CERTAINFINANCIALTESTS IN SECTION 4.6 
OF THE CONTRACT OF LOAN WITH NEA 

(Continued) 

Provision Status 

percent of operating revenue for such 
quarter. 

c. After fourth year. Net operating 
margin of the borrower for each 
fiscal quarter commencing with the 
quarter beginning four years after 
the end of the quarter in which this 
contract becomes effective shall not 
be less than five (5) percent of 
operating revenue for such quarter. 

4) Collection efficiency. As of the end Except for the quarter ended September 
of each quarter beginning with the first 30, 1990, all quarters exceeded the 
quarter of 1990, the average monthly imposed limit. (See attached table.) 
uncollected accounts receivable ratio for 
such quarter shall not exceed ten (10) 
percent . 

5) Certain Accounts Receivable. The No data avaialable on the movements of 
total amount of accounts receivable as of accounts receivable as of November 30, 
November 30, 1989 shall have been 1989. 
reduced (by collection or by recording as 
bad debt expense): (i) by at least twenty 
(20) percent as of December 31, 1990, (ii) 
by at least forty (40) percent as of 
December 31, 1991, (iii) by at least sixty 
(60) percent as of December 3 1, 1992, (iv) 
by at least eighty (80) percent as of 
December 31, 1993, and (v) by one 
hundred (100) percent as of December 3 1, 
1994. 



Rural Electr i f icat ion Project 
RMA EvaPaatisn Team 

UNCOLLECTED ACCOUNTS RECEIVABLE RATIO 
Quarters Ended March 31, 1990 

t o  June 30, 1991 

a i c  
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Rura l  E l e c t r i f i c a t i o n  P r o j e c t  
RMA Eva lua t i on  Team 

COMPAC 1 AND 2 RECs FINANCIAL DATA CURRENT 
RAT I OS 

Qua r te r s  Ended March 31, 1990 t o  
June 30, 1991 

I IOGOB Nartao 
Q u e m  I 
Zmbomga CIty 
Zbmboanea del Narfs 
Zmbbanga del Sur I 
Zambaanga del 9ur SI 
Cap1 t 
Central Ne8ros 
110110 1 
Hegros Occidental 
&aha1 X 
Crbu 1 
Cabu II 
Cebu 111 
Agusdn del No?& 
Agusan del 3ur 
Mlsamfs Orlental If 
Davao dbl N o n e  
Davro dsl  Sur ' 
South Cot~bato 1 
SOU* C0t068t0 SJ 
Whguindanao 
North Cotabata 

La Union 
Ilocoa Sur 
Pangasfnan 1x3 
trrlac 11 
Pa~lpanga f I f 
Tarlac I 
Batanaar f 
Camrlnea Sur I V  
Albav I11 
Cawrlnas Bur I11 
Camarinaa Sur If 
Oavao Orhntal 
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NEA COMMENTS ON THE DRAFT REPORT OF THE MID-TERM EVALUATION 
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WORLD BANK AND OVERSEAS ECONOMIC COOPERATIVE FUND RURAL 
ELECTRIFICATION PRO.1ECTS 

Note: Information provided in this section has been extracted directly from the World Bank's 
Staf Appraisal Report Philippines Rurul Elecrr@cation Project (Yellow Paper), dated July 26, 
1991. 

WORLD BANK PROJECT 

X. 1.1. PROJECT 0B.TECTIVES 
Refi Page 16 of Yellow Paper 

The proposed World Bank project aims at supporting the revitalization program by 1) 
enhancing NEAs capability to function as an effective core agency for the RE sector through 
its application of sound strategies for evaluating and selecting investments, supervising the 
implementation of schemes, and financing for the RECs; 2) encouraging operational and 
financial reforms among the RECs through NEAs judicious use of conditionality; 3) 
improving the availability of reliable electricity supply in rural areas by financing a portion 
of NEAs 1992-95 investment program; and 4) providing technical assistance and training for 
NEA and the RECs needed for institutional development. The following descriptions and 
cost estimates are extracted from the World Bank "Yellow Paper" report. It should be noted 
that the project definition is subject to change to reflect accommodate the proposed parallel 
financing arrangement discussed in Sections 3.3 and 4.0. 

X.1.2 PROJECT DESCRIPTION 
Refi Pages 16 and 17 of Yellow Paper 

The proposed project consists of two urgently needed components: 1) an institutional 
development component aimed at restructuring NEA and the RECs, and 2) an investment 
component aimed at providing urgently needed new facilities or upgrades to existing 
facilities: 

1. The Institutional Development Component would be implemented through 
1) application of conditionality on NEA's future loans to the RECs, and 2) 
technical assistance and training to be provided under the proposed project, 
including "inter alia" a provision to complete the REMP that was recently 
begun with USAID financing. 

2 .  The Investment Component consists of specific projects from the NEAs 1992- 
95 investment program, and was structured to enable the Bank to monitor all 
aspects of NEA'r project cycle. Activities being financed under this 
component include - 1)  system rehabilitation and reinforcements, including 
needed upgrades to substations, feeder lines, secondaries, branches, and 
service drops as necessary to improve the reliability of power supply and 
customer service, 2) connection of prospective consumers within a reasonable 
distance of existing lines, and 3) economically justified distribution system 
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q- - 
. I  F , T G F G : ~ ; , ~ . - ~  loafi w i 3 u l d  finance Lli?  ~IJL*:: . :  L:~,::;. *fi' I ; , ! ,  , 0. . ,  j ; 

,. ; . . ' C  t i  of r i rate~. i i la  and cqu.ip~l-~ent, 3s ~3 1 i .::+.i-... I i l l c +  

f a l l o w i n g  ey1dzavar.s : 

with a t o t a l  oapacit,y of around 351 PiVA a t  about 
50 RECs ; - 

C. M a t e r i a l s  for connact ing agproxin~acaly  255,165 
consumers, i nc lud ing  ser- ice cclrmect ion..; , 
meters and approximately 1,450 i y?altagI3 

c a p a c i t o r s  i around 85,475 IrVAK) a t  :tppro:;:imzLr.e- 
l y  50 RECs. 

a.  Support e q u i p r n ~ n ~ ,  i nc lud ing  t o o l s ,  s e r v i c e  vehi-  
c l e s ,  and t a s t i n g  equipment, o f f i c e  and communica- 
t ion  equipment f cjr appro:,:imat;ely 50 KECs ; and 

G .  Infrastructure and suppor t  f s ~ i l i t i s s  f c ~ r  M I A ,  
'including r~g ic rn i r l  ~ P f i c a s  a t r a i n i n g  c e n t e r ,  a 
~ o r l i ~ h o p ,  wat..,~houses, the equipment needed for 
those f ac i  1 i t  i a s  incLudingl ' in te r  alia" corrrputer 
hardware, l n o b i l a  subs ta l ; i ans ,  e t c  .% 

n.e and T e c u a l  Assistance 

Consul t ing s e r v i c e s  and t r a i n i n g  t o  a s s i s t  NEA and 
t he  RECs i n  p r o j e c t  execut ion ,  ope ra t ion  and man- 
agement (.including upgrading of technical and 
f inancia1 al .r i l ls)  . 

1. NEA has commented that warehouses are n o t  included. 
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X.1.3. TECHNICAL ASSISTANCE AND TRAItiING 
Ref: P6ge 16 o f  Yellow Paper ' 

S $ r i . n g t . h e L  thF. p j :-mj n 1. .*s of: NEA an 
the REC. NEA ' ,.; cr.u.rrant planning rnethodu lagy is 
adequate for 1137.3, rnaiiy RECs have i Gscklog crf 
j u s t i f i a b l e  iravsst~iiet)ts. H C ~ W ~ W S ~ ,  t h e  i n i t i a l  
p laar l ing  exel.zise has reveiled t h e  naail tc foeus 
more on lijacl f0rei:e.s t in!:, nztwcirl.:  napping and 
des ign  and t h e  def ini t,iijrt of t a c h n i c a l  p&ramsters .  
More i m p o r t a t l y ,  future p l a n s  w i l l  need t o  r a l y  
m u r e  heavi  1 y on i n p u t s  f rani t h e  RECs themselves  , 
wi th  ground t r u t h i n g  t o  ba paric~r.nad by NEA and 
RECs need to be atrengthanecl,  and the  network 101% 

tha medium term tii.sd t o  be e s t a b l i s h e d .  

3 -. xtendlng t n  a l l  RFXE the I n  3tltutlonsl Ass~ . s t ance  
Bsina F'rr~vided t,a t h e  Renet1 - .  . cl.spies ~f t)-Le cjngfiiilg 

USAID F1ro.iect. Thi s  i n c l u d e s  1 j i iavelcping 
account ing manuals, and provid ing  t r s i n i t i g  t o  tlie 
u s e r s ,  2 )  a d j u s t i n g  e x i s t i n g  budgetary systems c z  
enable  t h e  mare e f f e c t i v e  management of REC opera- 
t i o n s ,  3)  i n t roduc ing  a comguterized b i l l i n g  
system adap tab le  t o  an i n t e g r a t e d  in format ion  
system, 4 )  recommending ad jus tments  t o  e x i s t i n g  
rate s e t t i n g  p roces ses  based on the p r o v i s i o n s  o f  
t h e  t a r i f f  manual, 5 )  developing t r a i n i n g  to 
meet manager ia l ,  o p e r a t i o n a l ,  maintenance and 
a d m i n i s t r a t i v e  neede. 

3. 1 M a i n t ~ n a n c e  . , .  Ck;.r-rtsrs. T h i s  t .echnical  a s s i s t -  
ance would inc lude  t h e  des ign ,  p r e p a r a t i o n  of 
s p e c i f i c a t i o n s  fo r  t h e  purchase o f  equipment and 
t o o l s ,  and t r h i n i n g  du r ing  s t a r t - u p  o p e r a t i o n s  f o r  
N E K s  seven major r a p a i r  and maintanance c e n t e r s .  

A l toge the r ,  ilnplemeritation cif t h i s  technical a s s i s t a n c e  and 
t r a i n i n g  program is expected t o  r e q u i r e  approximately 200 
person-months of c o n s u l t i n g  fur t h e  p reph ra t ion  of documents and 
manuals, f i a l d  t r a i n i n g ,  courses and study cuura .  U S A I D ,  w h i c h  
would p a r a l l e l  finance t:As p ~ e o j e c t  component, is p r spa r ing  t h e  
scope of work and terms of r e i a r e n c e  l o r  t h e s e  a c t i v i c i e e  based 
on d i s c u s s i o n s  w i t h  the World Eank. E'rocurement with regard ts 
t h i s  colnponent would fo l low ClSAID pscrcedures. 
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.X.. 1.4 PROJECT COSTS 
'Re f :  Page 19 o f  Yellow Paper 

The Projects estimated cost including physical and price 
contingencies as well as duties and taxes, is US $100.4 million 
(bhsed on March 1991 price). This includes US $84.8 million of 
foreign exchange, and US $15.6 million in local costs (including 
US $5.3 million in taxes and duties). Physical contingencies of 
10 percent are assumed for equipment, materials and services, 
based on previous experience with rural electrification projects. 
Price contingencies for foreign costs are assumed at 3.6% per 
year throughout the project implementation period, and for local 
costs at 11% for 1991, and 10% each year thereafter. The cc~st 
estimates for the World Bank project are summarized as  f o l l o w s :  

World Banks Project Cost Summary 



extensions. 

X.1.5 PROJECT FINANCING PLAN 
Re8 Page 20 of Yellow Paper 

The total financing requirement, including interest during construction (IDC), amounts to 
U.S. $107.0 million, including U.S. $18.6 million in local funds and U.S. $88.4 million in 
foreign exchange. A proposed Bank loan of U.S. $80 million equivalent would finance 
about 90% of the foreign exchange requirement, and about 82% of the total net of local 
taxes, duties and IDC. The proposed Bank loan of U.S. $80.0 million would be lent to NEA 
for 20 years, including five years of grace on repayment of principal, at the Bank's standard 
variable interest rate, USAID has indicated a willingness to finance in parallel the training 
and technical assistance component, representing about 6% of the foreign exchange 
requirements and about 5% of local currency requirements. Effectiveness of the USAID 
parallel financing would be a condition of effectiveness of the proposed loan. The 
remaining U.S $21 million which represents about 19.6% of the total financing required 
(including duties,taxes and IDC), would be covered by NEA (U.S. $12 million or 1 1.2 % of 
the total) and by the RECs (U.S. $ 9 million or 8.4% of the total). This financing plan is 
summarized in the following table. Should the cost of materials and equipment purchased 
for foreign exchange increase substantially; cost overruns in local currency would be borne 
by NEA and the RECs. 

PROJECT FINANCING PLAN 

LOCAL FOREIGN TOTAL 

Proposed IBRD Loan 0.0 80.0 80.0 

USAID Parallel Financing 1 .O 5.0 6.0 

NEA 8.6 3.4 12.0 

RECs 9.0 0.0 9.0 

Total 

An on-lending agreement between NEA and each of the beneficiary RECs would need to 
be signed before NEA orders goods and equipment on their behalf. The amount of the 
onward loan would be based on the CIFIex-factory cost of equipment and material, custom 
duties and taxes, if any, in-country transportation (on a cost plus basis), plus an add-on of 
5 % to cover NEA7s cost of materials handlirz. Where NEA takes responsibility for civil and 
erection works, the loan amount would also include a provision to cover those costs based 
on an estimate of either the contract price or force account charges (para. 4.21). NEA has 
been asked to bring to negotiations a draft of a generic on-lending agreement for the Bank's 
review and comment. NEA would bear the foreign exchange risk (para. 5.12). The 
parameters of on-lending are discussed in paras. 5.14 and 5.20 (a). At negotiations, NEA 
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will be asked to agree that it will furnish to the Bank a copy of each on-lending agreement 
not later than one month following its signature. 

X. 1.6 CONDITIONALITIES 
R e -  Pages 42 and 43 of Yellow Paper 

The World Bank establishes the following conditions relating to its proposed loan to NEA: 

a) Furnish to the Bank ten satisfactory Scheme Evaluation Reports (Para. 4.9); 
and 

b) Nominate a Project Director, with qualifications satisfactory to the Bank, 
(para. 4.23). 

Assurances would be sought at negotiations that NEA would: 

a) Not amend, abridge, or repeal the SOP, or any annex thereto, without 
obtaining the Bank's prior consent (para. 2.12); 

b) Furnish to the Bank by June 30 of each year, its annual financial statements 
certified by an acceptable auditor (para. 2.12); 

c) (i) conduct jointly with the Bank an annual review of its investment program 
for the next five years and its investment accomplishments for the last two 
years, and (ii) adopt any rnut~iail y acceptable adjustments (para. 4.3); 

d) Furnish the remaining Evaluation Reports to the Bank for review and 
comment (para. 4.9); 

e) Furnish to the Bank a copy of each on-lending agreement not later than one 
month following its signature (para. 4.14); and 

f) Have its activities in relation to the Special Account, as well as the Statement 
of Expenditures being maintained for disbursement purposes, audited in 
conjunction with the audit of its annual accounts (para. 4.18) 

At negotiations, undertakings would be sought that the Government and NEA would: 

a) Utilize resources accumulated in Foreign Exchange Trust Fund only for the 
purpose of covering NEA against further foreign exchange losses (para. 5.12); 
and 

b) Use their combined efforts to ensure that necessary legislation to increase 
NEA's authorized capital to 20 billion is enacted by the end of 1992 @ara. 
5.18) 

The following would be conditions of effectiveness of the proposed loan: 

a) NEA's retention of consultants to conduct a technical assistance effort in the 
area of materials handling (para. 2.5) 

b) NEA's retention of consultants to provide assistance with NEA's loan 
administration function (Para. 2.10); and 

c) Effectiveness of the USAID parallel financing (para. 4.13). 
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K.2 OECF PROJECT 

4 Common Items 



T h e  t r a i n i n g  pragr-am c o n s i s t s  o +  + i n a n c l a l , ,  e e c h n i -  
a tind i n s t i t ~ . ! t i n n a l  t y p e 5  o f  ,training - / k t -  't he 
d e p a r t m e n t  h e a d s ,  r a n k  a n d  f 3 1~ e m p l o y e e s  oF t h e  
RECs. 

C ,J. R a n k i n g  a n d  F i n a n c e  

T h e  p r o g r a m  c o n s i s + s  of cocrr.ses that w i l l  r q ~ . i i p  NEA 
s taW t h e  s k i l l s  n e e d e d  wlrerr I'JEA u 1 t i m a t e I y  f u n c -  
t i o n s  as' f i n a n c i a 1  i n t e r m e d i a r y  c l i - -  lLha~ . -g ing  i t s  
l e n d i n g  q e r a t i o r i i ; .  I t s  n l j e c t i i v e  is t o  reat-i.-- e n t  
t h e  s t a W  on IfIEA' .% fcsc~ts t o w a r d s  1  aan p t-ugr-ammi ng !, 
t r - e d i t  a n a l y s i s  zrsd l o a n  a d m i n i s t r a t i o n ,  ami7ng 
~t hers. 

. F o r e i g n  a n d  L o c a l  S c h o l a r s h i p  

The o b j e c t i v e  o f  t h e  program is t o  iZwt - the r  i i p g r a d e  
t h e  t e c h n i c a l  s k i l l s  o f  NEA s t a f f .  T h e  s t a f P  s h o u l  d 
h a v e  the n e c r s s a u . j  t e c h n i c a l  e x p e r t  is@ t~ swppot - t  
t h e  WECs. 

G, Z o n a l  R e p a i r  F a c i l i t i e s  

The six (6) m o b i l e  z o n a l  t - e p a i r  , Fac i l i t i e s  s h a l l  b e  
e s t a b l i s h e d  i n  six (6.: s t r a t e g i c  locat  i o n s  a n d  t - e a d i  l y  
a c c e s s i b l e  t o  a l l  RECs c o v e r e d  by e a c h  z o n e .  They s h a l l  
be m o u n t e d  i n  v a n s  equipped w i t h  the n e c e s s a r y  t e s t i n g  
e q u i p m e n t  i n o r d e r  t o  p r o v i d e  t h e  n u r m a l  r a n g e  o f  s e v i c e s  
and F a n  h a n d l e  t h e  t - e p a i r  a n d  r e w i n d i n g  of power  t r a n s -  
+o t- m e  t- s . 

i: 04. :--;. 
L I I t= '  5 

P r o v i d i n g  t h e  RECs with t n e  necessary s u p p o r t  faci 1 itiec, 
w i l l  enhance their perfarmance i n  the m a i n t e n a n c e ,  con- 
s t r u c t  i i l n  a n d  test  i n g  o.F e q u i p m e n t .  I n  efi-'ect, s y s t t - e n s  
loss  w i l l  be r e d u c e d  a n d  t h e  '-el z a S i l i t y  o f  s e r v i c e  shsii 
be i m g t - ~ v e d .  

T h e  CCCF p r o j e c t  is l o o s e i y  o e f i n e d  in t h e  f i n a l  r e p o r t  u f  
. t h ~ i ~ "  C D ~ L I S I ~ ~ ~ ~ ,  hohiever, t h e  p ro jec t  goals and o b . j ~ c : t i v e s  
ciszsely parailel the Mould Bank ariz USAID pro jec t s .  
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SCOPE OF WORK FOR THE RURAL ELECTRIFICATION PROJECT 

Attachment A 
P I O I T  NO. 492-0429-3-1 01 18 

Prodect TItle : Rural Electr l f  Icatjon Project 
Project Number : 492-0429 
LOP Dates : September 28, 1988 - September 30,1993 

The purpose of the evaluatlon Is to revtew progress o n  the Implementation 
of Phase 1 of the Rural Electrificat~on Project, assess on-golng plans 
and options, and develop an implementation plan for the future of the 
Project tf the evaluatlon recommends cont! nuat ton. Detal led plans for 
the future of the project will be based on progress to date towards 
meetlng the  goal and purpose of the Project, and the extent to which the 
National Electrlf lcatton Admlni stratlon (NEAI and the RECs remaln 
comml tted to restructurtng and lmprovlng the Phi 1 fpplne rural 
electrlflcatton system. 

The revlew o f  on-going plans for the future of  the Project fncludes the 
followhg four general categorles of options for development of the  Phase 
2 Implementatton plan. 

A ,  Contlnue the project as planned, retaining the project scope but 
makt ng s p e c l f  f c changes for Improved performance; 

0.  Contlnue the project as planned, but change the project scope: 

C. L l m l t ,  revlse or otherwtse sharpen project scope and 
Implementation; 

0. Termlnate the project. 

The evaluatlon i s  In accordance with the planned mid-project r e v l e w  o f  
the Project Paper. (. 

The Rural Electrlflcatton Project Grant Agreement was ~ I g n e d  o n  September 
28, 1988. The goal of the project Is to tncrease the re1 labill ty o f  
efectrlc' power s e r v i c e  I n  rural areas of the Phil~pplnes. The purpose o f  
t h e  project f s  to achleve commercial vlablllty of selected rural electric 
cooperatives (RECs) by addressing institutional, pollcy and techntcal 
weaknesses o f  t h e  rural electrlflcation system. Under the pruject ,  USAID 
agreed to provlde up to $40 m4 llion for technical assistance,  tralnlng 
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and c m d !  t t e s  to support NEA and REC Instltutlonal reforms component), 
and for c m d l t l e s  needed by partlcipatlng RECs t o  reduce system losses 
(systems loss component), The National Electrlftcatlon Admlnlstratlon 
(NEA) has primary responsl b i  l l ty for project implementatlon. 

The project 1s structured I n  2 phases, In Phase 1 ,  the project Is 
providing comnodi tles to 35 RECS, and technical asslstance to NEA and the 
RECs. The total fundlng for Phase 1 Is approxlmately $16 mllllon. 
Contlnuatlon o f  the project and fundlng for Phase 2 I s  contingent on a 
sat1 sfactory mld-project review. 

A1 1 Conditions Precedent ( C P s )  to D t  sbursement under the Project Grant 
Agreement were met o n  March 19, 1990, one year after the original 
term! nal  date for CPs. The delays I n  meetlng CPs were In large part due 
to an underestlrnatlon o f  the ttme requlred to meet them. The most 
dlfficul t CPs were the preparation of loan documents between NEA and the 
partlclpatlng RECs, and the complet!on o f  flnanclal analyses of 
beneflclary RECs and the slgning of loan agreements for the cmmodl t l e s .  
The National Rural Electrfc Cooperatlve Association (NRECA) was 
contracted by USAID on May 21, 1990 after all CPs were m e t  to provlde 
techntcal asslstance for project implementatlon, NRECA was also 
contracted to d o  most o f  the procurement of commodl ties funded by USAID  
under the project, 

Project progress through April, 1991 appears to be posltlve, 
Insti tuttonal l y ,  hEA I s  b e i n g  f t nanclal ly restructured to restore 
solvency irequtrlng Ieglslatlve approval). T h i s  1 s  well  advanced. NEA 
I s  also rapldly reorfentlng Itself as an "Interested lender" to the RECs, 
and i s  adopting pol lcles and procedures whlch will financtally and 
operationally reform and improve the sector. REC opcratlons and 
maintenance (O&M) surveys whlch wlll provide data for plans for 
electrical dlstrlbution sys tem Improvements are nearing completion for 
the 35 RECS partlclpatlng i n  Phase 1 of  the ProJect, Partlclpatlng RECs 
have shown progressive reductions In sys terns losses and el ectrl ci t y  

. tariffs have been Increased dramatlcal ly, thus improving thelr f lnancf a1 
vlabi 1 i t y  . New REC Account! ng and Budgeting Manuals, automated customer 
bllllng systems, non-technical systems loss reductlon programs, 
restructuring of loan arrearages, and other flnanctal and Instl tutlonal 
In!  tlatlves are a1 so underway. 

Regarding the c o r n d l  ty support f o r  rehab1 l! tation o f  the d i  strl butlon of 
partfcipatlng RECs, contracts f o r  about $13 mllllon tn Phase 1 
c m d l t f e s  have been awarded and-'about $3,2 mllllon worth (poles, 
conductors, kllowett-hour meters, dtstrtbutlon transformers and test 
equipment) have been delivered to the RECs. Full  dellvery of Phase 1 
ccmod!tles Is estfrnated to be completed by September, 1991. 

In add! tfon to the above-mentioned procurement of commodi ties, project 
funds have also been c m !  t t e d  t o  f lnance transformers, conductors and 
k l  lowatt-hour meters I n  response to NEA requests for d l  snster asslstance 
as a result o f  damage from a July 16, 1990 earthquake and a November 12, 
1990 typhoon. Contracts for commodl ty dlsaster asslstance for 25 RECs 
amountfng to approxlmately $580,000 have been executed nt th vartous 
suppl i e r s .  



Flnal ly, the Horld Bank and OECF are plannlng loan fund support to 
NEA In the rural electrlffcatlon sector starting In 1992. The goal 
and purpose o f  the USAID,  World Bank and OECF projects are 
compatible, and the Instltutlonal and policy Issues being addressed 
by the USAID  Project have been supportive and are bet ng coordinated 
wl th the other donors. T h e  Bank and  OECF project assistance will be 
I n  the range of about $80 m l l l  Ion each, and as a result of t h l  s 
proposed additional support for the  rural elctriftcatlon sector, 
U S A I D  and the World Bank are exploring and developlng plans for 
parallel financing o f  the sector. 

I n  Harch 1991, USAID contracted the firm o f  Energy Resources 
Internattonal ( E R I )  t o  revlew the status of the Rural 
Electrlfl catton project and assess optlons fo r  Phase 2 project 
Implementatton under a parallel f Inanclng mechanism wlth the 
proposed Horld Bank project. The ERI report (Project Status and 
Future Optlons, dated May 24, 1991 1 concluded that the project Is 
proceeding satlsfactortly and presented four opttons wlth a 
recormendatton for USAlD to proceed wlth Optlon #4 for the balance 
of the project under a para1 lel f tnancl ng arrangement w l  t h  the World 
Bank. The Mlssion has revlewed the ERI report and has conceptually 
approved proceedfng with development o f  the detalled analyses and 
plans f o r  Optlon #4 with t he  Norld Bank. 

In the event t h e  proposed evaluation recommends cont 1 nuat Ion of the 
project as planned - for  a Phase 2 paral le l  financed arrangement 
along the 1 h e s  of Optlon #4 o f  the ERI report - the contractor 
will be requlred to provlde a detailed destgn with supporttng 
analyses for a Phase 2 parallel financed program, In consultatlon 
wtth the Mlsslon. This detailed design should be suff~clently 
adequate to serve as the basjs for a Project Paper and Project 
Agreement Amendment. 

The contractor s h a l l  revlew the status and Implernentatlon of 
the project towards meet1 ng object l v e s .  The contractor wi 1 1  
particularly address the fol lowlng: 

( 1 )  A s s e s s  GOP/NEA contlnued comrnltment t o  achlevlng the 
commercial vlabillty of the Philippine REC system. 

- R e v l e w  and assess pollcies and acttons taken by the  
GOPfHEA in support o f  t h e  Independen, commercial 
vlabllt t y  of RECS, Including: 

- Actions undertaken regardlng the turn-over of a1 1 
Natlonal Power Corporation direct connected non-utlllty 
customers t o  the dl strl bution u t l l l  t l e s  holdlng the area 
coverage franchises. 
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- Actlons undertaken by NEA and the RECs to cease a l l  
actfvlties whlch are unrelated to rural electriflcatlon, 
such as the BLISS program, TANGLAW, LIVELIHHOD pro jec ts ,  
etc, 

- Actions undertaken r e g a r d i n g d l s c o n t l n u a t ~ o n o f  all 
generation and transmlsslon acttvl t i e s  by the RECs, 
f . e . ,  dendro thermal and mlnl-hydro power plants. 

- Rev1 e w  and assess progress o n  development and 
Implementatton of GOP/NEA gufdellnes/rules whlch would 
require RECs to be more financially responsible. A s s e s s  
adequacy and slgnlf Icance for REC commercl a1 v f  a b i  1 l ty, 
and tdentlfy other possible needed act lons.  

( 2 )  A s s e s s  status and effectiveness of  a l l  activltles, 
contracts and stafffng for meeting project object ives .  
T h l s  Inc ludes  technlcal asslstance, USAID and 
counterpart staff, tralnlng, pol l cy agendajpl ans, 
commodl t y  procurement, del \very and Instal latlon, and 
NEA and REC f l nancl a1 , account i ng and engi neer l ng 
operations. 

- Has NEA established a s u f f l c f e n t  capaclty to Implement 
the project, speclf i c a l  ly technlcal s t a f f ,  management 
dl rec t lon ,  administrattve support and f a c l  lltles? 

- Assess responsiveness of  technical assistance to the 
needs of the project. Is the technlcal ass! stance 
properly staffed? Is the  technical ass! stance 
sufficient to support the need f o r  project success? Do 
project plans/actlons requlre m d f f l c a t l o n  l n  view o f  
current economlc condltlons or project  experfence I n  
order to meet project object ives? 

( 3 )  Identlfy and assess aclfvlties whlch contribute t o  
progress at the REC level towards solving managerfal , 
operational and technical deficlencles, speclflcal ly the 
fol lowing. 

- Plans and actlvltles for zonal repair facllltles for 
RECs . 

- Plans and actlvltles re la t ed  to the system and O&M 
studles to determlne REC system operatlng requirements, 
system improvements and rehabtlitatlon rlans. 

- Plans and act!vttles f o r  the deslgn and Implementation 
o f  a mt cro~omputer~based bi 1 1 i ng and customer account l ng 
system.  

- Plans and actlvit!es for technical and non-technical 
measures t o  m i n t m l z e  system losses. 



4 Assess measures Implemented by NEA to Improve I t s  
managertal and admlnlstratlve effectfveness, 
speclflcally the foilowlng. 

- Reorganlzatlon plans and actlvitles for NEA t o  
stream1 l n e  and Improve overall operatf ons. 

- Implementatlon of measures to Improve and strengthen 
NEA' s support of  the RECs. 

- NEA and REC staff tratnl ng program development and 
implementation, 

( 5 )  A s s e s s  the status and effectiveness of the commodity 
procurement actlvl tles of the project, specifically the 
fol lowing, 

- Has Phase I commodity procurement timely and were types 
and quantl t l e s  of commodf t l e s  adequate to meet 
o b j e c t i v e s ?  

- Identify problems wlth procurement, delivery, and use o f  
commodttles, Including monltorlng systems, 

- A s s e s s  adequacy of operattonal systems and 
accountabll t ty for def  lvery and use of commodi t l e s ,  

- Vehlcles were added to the project through a Project 
Agreement Amendment. Assess the usefulness, results and 
need for such support. 

(6) Assess progress and potential of  partlclpatlng RECs to 
meet agreed-upon performance targets, speclf l cal ly the 
fol lowing. 

- Reduce REC system losses to 15%. 

- Improve R E C p o w e r  load factors togs%. 

- Improve REC collection efflclency. 

- Improve REC financial operatfons and reduce operating 
expenses per k l  lowat hour. 

- Reduce REC power outthges. 

- Are RECs keeping current with  NEA and NPL payments? 

- Improve f lnanclal ratios as provided for tn the  loan 
contracts between NEA and the RECS. 

( 7 )  A s s e s s  status of  host country contrlbutlons toward 
project objectives. 



(8) Assess donor coordlnatlon and progress In attracting 
addltlonal donor flnanclng for the program. This would 
include an assessment o f  on-going and planned donor 
projects In the sector. 

(9) Review and assess plans for Phase 2 of the USAID Project 
and World Bank parallel flnanclng arrangement along the 
l i n e s  of Optton #4 as contalned In the ERI report - 
Project Status & Future Options. 

Assumt ng that the evaluatlon confirms the contlnuatlon of the 
project as planned - along the I lnes o f  Optlon #4  of the ERI 
report - the contractor should provlde a de ta l  led redesign of 
the project plan w l t h  supportlng analyses for Phase 2 of the 
project, Thfs would lnclude particular attentlon to Issues 
the Misslon has Identified under Optlon #4. These I ssues  are 
discussed In an Actlon Memorandum for the Misston Dfrector 
dated June 19, 1991, which provldes approval for the Project 
O f f 1  cer to proceed w t  th developtng a para1 lel f lnanclng 
arrangement for Phase 2 of the project nlth the Horld Bank. 

The project design for Phase 2 should lnclude a detalled 
descrtptlon with supporttng analyses, an lmplernentatlon plan, 
and a detalled budget breakdown for the balance o f  the 
projeet sufficient for use by the Mlss lo~~  for a Project Paper 
and Project Agreement Amendment. 

In carryfng out the evaluation, the following activities are 
I nc 1 uded : 

1 .  Project Paper and Project Agreement. 

2. National Rural Electric Cooperative Associaiton (NRECA) 
techn! cal ass1 stance contract, work program, progress 
reports and f l les, 

3. NRECA short-term consultant reports. 

4. Project Implementation Letters and USAID Project Ff  les. 

5. Energy Resources International Report o f  P l v j e c t  Status 
and Future Opttons. 

6. Tentative Plan for USAID/World Bank parallel flnancfng. 

7 .  World Bank Apprai sal Reports and OECF Program documents, 
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tervlew Kpc-1 

NEA Admlnl strator 

Deputy Admi n l  strators 
Project Committee Members 
Reg\onal Electrlf lcatlon Managers 

Project Officer 
Project Manager 
Project comml ttee 
C h l e f ,  O f f l c e  of C a p i t a l  Projects 

NRECA - 
Inst! tutlonal Advlsor 
Englneerl ng Advl $or 
Sub-T earn Leaders 
Local sub-contractors 
Short-term consultants 

4 .  Selected Parttclpating RECs - 
Board Members 
General Managers 
Engineering Managers 
F l nancs Managers 

5 .  Selected Commodt ty Suppl f ers- Managers/Representatlves 

. 1 .  Subrnl sslon ~pf R e ~ o r t c  Schedule - The contractor w l l l  
brlef USAID and NEA on progress of the evaluation and will 
prepare and provide USAID and NEA briefings and reports In 
accordance wfth the following schedule. 

-E END OF 4TH HEEK - Contractor br le fs  USAID on the status of 
the evitluation and prellmlnary f tndings and tecommendatlons 
for the future of the p r o j e c t .  

m 

BY En Cont rac tor  subm9ts Draf t  Report and brlefs 
USAXO. - USAIDfNEA p r o v i d e  wrl t t e n  comnents to contractor on 

draft report with in  2 Weeks. 

BY EHD OF 9T- - Submf t t a l  of Final Report. The contractor 
wlll flnallze and submit  20 copies o f  a flnal report to USAID wlthin 
two weeks from the date the contractor r e c e i v e s  USAID and NEA 
comments on the draft. 



The eval uatlon team should prepare a wrf tten report 
containing the fol lowing sectlons: 

B ! W k & ~ ~ c t  Identlflcatlon D.aa-S.w - See outllne I n  
Attachment D. 

Fxecutlygt Summarv - The summary shou\d state the development 
objective$ of  the  project; purpose of the evaluatlon; study 
methods; f lndtngs, concluslons, and r e c m e n d a t l o n s ;  and 
lessons learned about the des fgn  and Implementatlon of the 
varlous a c t t v W e s .  The summary should be no more than three 
pages, slngle space. See outllne I n  Attachment E. 

Bodv of  the  R e p a  - This should Include a dlscusslon o f  ( 1 )  
the purpose of the evaluation and project activf tles and 
objectfves/targets; (2) the economic, polltlcal and soclai 
context of the project; ( 3 )  summary of team composl tlon and 
study methods; ( 4 )  evldence/flndlngs of the assessment of 
project activ! tl es and progress towards meet 1 rig purpose and 
goal; ( 5 )  concluslons drawn from the findings; and ( 6 )  
detat 1 ed recornrendations wl th support1 ng analyses, and 
project tmplementatlon plan and budget based on the study 
findlngs and concluslons. The body of  the report should be 
no more than 40 pages. The detal led d l  scusslons o f  
methodology or other Issues should be placed in append1 xes .  

A ~ ~ e n d l x e s , -  Thls should lnclude a copy o f  the evaluatlon 
scope o f  work, the Logical Framework, and a llst of the 
documents revlewed and Indlvldual s and agencles contacted. 

Addltlonal appendlxes may lnclude a discusston of evaluatlon 
methodology, technical top1 cs, and analyses as necessary. 

The eva luat lon  team should complete abstract and narratlve 
sectlons of the A.I.D. Evaluation Summary Form, See sutllne 
I n  Attachment F.  

The contractor evaluatlon team I s  proposed t o  comprlse of four 
indlvlduals, Includlng a Project Development Spectallst (TEAM 
Leader) ,  a Pol Icy Special l st wl th expert1 se concerning rural 
electrlc cooperative operations In developing countries, a 
Ffnance/Accountfng Special 1 s t  with experience w t  th flnanclai 
planning. and operation of rural electric cooperatives, an Electrical 
Dlstrtbutlon Engtneer. The Inclusion o f  local personnel on the team 
may be useful. 



The contractor personnel should have exper lence  In International 
development projects, wlth broad work experlence in rural 
electrt f tcation operattons. The team should be capable o f  
performing the work fndependently, competently and on the schedule 
required. The contractor should have no v e s t e d  Interest fn  the 
project. 

Esttmated cost of the evaluation i s  charged to project 
funds , 


