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ELECTRIC COOPERATIVE MERGERS/CONSOLIDATIONS

INTRODUCTION

In recent years questions have been raised regarding the advantages
and/or disadvantages of possible mergers or consolidations of the
electric cooperatives (Ees) in the Philippines.

It is the goal of this report to reduce the uncertainty on these
issues.

In the electric utility industry, when utility "A" is absorbed into
utility "B" this is normally referred to as a merger. The
resulting entity is usually named "B." When two utilities form a
new organization with rather equal input from both, this is
normally referred to as a consolidation. The new organization
usually has a completely new name. For simplicity sake, this
report will generally refer to both types of reorganization as a
consolidation. Some discussions will take place in the report
where it is important to differentiate between the two forms of
reorganization. The term merger will then also be used.

This report is founded on written and electronic information
gathered in the Philippines and on an extensive interview process
with people in the Philippines who have considerable insight into
rural electrification in the country. Additionally, a thorough
knowledge of rural electrification in the United States was brought
to bear where applicable to rural electrification matters in the
Philippines.

Many analyses have previously been performed on Philippine rural
electrification issues. In reviewing these earlier works it was
determined that much valuable labor has already been done in the
field. This report can build on the foundation of previous work,
it can update previous work and it can bring new perspectives to
the field. It is very important that previous work still has
considerable use at this time. That work has been done by multi
national, U.S., and Filipino lending institutions and consultants
working for those institutions. It should be comforting to those
interested in Filipino rural electrification to know that funds
spent on previous studies are still providing benefito" to the
nation. These studies will be referenced throughout this report.

Considerable data for use in this report was available from the
National Electrification Administration (NEA) , the Energy
Regulatory Board (ERB), the World Bank, the U.S. Agency for
International Development (USAID) and the National Economic and
Development Authority (NEDA). The information from NEA was made
available in hard copy and in electronic form on disk. The large
volume of the information, the fact that it is current information
and the willingness of the staff of NEA to make it readily
available assisted greatly in the preparation of this report. The
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author wishes to thank the staff of NEA for its outstanding
cooperation and congratulate it for having so much information
readily available to aid it and others in the decision making
process.
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EXECUTIVE SUMMARY

The most important findings in the report will be summarized in
this section. The reader can refer to the body of the report and
the appendices for additional support for the findings.

FINANCIAL STRENGTH OF THE ECs:

In the past three years there has been significant improvement in
the financial health of the ECs. The ECs can, therefor, be
expected to remain a vital part of the electric utility industry of
the nation.

Not all ECs are equally healthy. Certain ECs remain financially
weak, and the financial health of some seems to be deteriorating.
Consolidations could help strengthen some of the weaker
cooperatives. Consolidations can also further strengthen already
healthy cooperatives.

PREDICTORS OF INCREASED FINANCIAL STRENGTH:

The ECs in the Philippines have been analyzed to determine if there
are predictors of financial health and if these bear any
relationship to the potential for consolidations.

An excellent measure of the impact of an EC on its consumers is the
"non power cost" at that cooperative. The non power cost is the
distribution price mark up over the price of wholesale power.

There is a relationship trend between the size of ECs and their non
power cost. This relationship can be found when size is determined
either by MWh sales or by number of consumers. The connection
between size and non power cost is an inverse relationship. That
is as the size of cooperatives goes up, the non power cost trends
down.

This relationship has been tested in different ways. The first
test is demonstrated by the table immediately below which presents
the non power cost trend in relation to the four size
classifications of ECs as determined by NEA.

P's/KWh

NON POWER COST/ENERGY SOLD VERSUS SIZE CLASSIFICATION

CLASS. EXTRA LARGE LARGE MEDIUM SMALL

NON PR CST .625 .816 .978 1.591

The average non power cost is considerably higher for the
cooperatives classified as small when compared to the other larger
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classifications. In fact with every larger class, the non power
cost average goes down in relation to the next smaller class.

Immediately following the Executive Summary are two pages
containing one graph each. The second test is demonstrated by
these graphs which show all 118 ECs in the Philippines with their
respective non power costs plotted in comparison to size. One
chart displays size in regard to MWh sales, the other in regard to
consumers served. Both show a general trend towards lower non
power costs as larger ECs are plotted. The graphs also show there
are exceptions to the rule.

Regression analysis was used as the third analytical tool to view
the relationship between cooperative size and non power cost. This
approach confirms the above two methods. That is, it shows a
definite and inverse relationship between EC size and non power
cost. It also shows that many exceptions to the trend keep size
from being an absolute predictor of non power cost.

It is vital to understand that the non power cost is an indicator
of control over expenses and economies of scale. It is not that
lower costs are the only goal of mergers. Rather, the goals of
merger are many - improved efficiencies, better service,excellent
maintenance, enhanced ability for planning and hopefully, lower
rates as a fallout of the improved operation •

.:i1k~lhi>b6tipERk~:~::: ~:.:.:. :~~:ra~:esi~:~~SnonOfpo~:;a~~:i

iT()~~~~=(lL~r- ~~~~ti;"": :~e::eh~t:~: ~~~~
:.::::::::::::::::::::;::::::::::::::::::<:<::::::::::::;<::;<::::::::::.:.: : ~~fif~t~n~lo:ts. gr:~s pot:it~~tialJ;:

conclusion of this report is that
all of the ECs in the nation should be looked at for possible.
consolidation.

It is equally clear that because of the many exceptions to the
inverse relationship of size to non power costs, each situation
must be individually studied. The exceptions do not invalidate the
trends, but they must be recognized. Not every combination of ECs
that would unite to form a bigger organization would necessarily
result in greater efficiencies and/or lower costs. Many
combinations will produce those results, and those combinations
should be sought out.

The 865 electric cooperatives in the u.s. were also analyzed to see
if there are relationships between non power costs and size. Less
importance is placed on the results of this analysis than on the
analysis of the ECs in the Philippines. However the analysis is of
interest since there are so many more observations of the
relationship because of the large number of ECs in the u.s.
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The results of the analysis of the u.s. cooperatives were similar
to that of the Filipino ECs. That is, there is also an inverse
relationship in the u.s. between size and non power cost.

DETERMINING LIKELY CONSOLIDATION CANDIDATES:

The smaller ECs have the greatest potential to improve their non
power cost situation through consolidation since they have the
highest such cost. However, any cooperative might benefit from a
consolidation. Yet, size is definitely one of the determining
factors of where first to look for likely consolidation candidates.

Another factor is current financial and operating health of an EC.
NEA has a useful categorization of ECs. This categorization of ECs
from "A" through liD" also shows a relationship to non power cost.
That is, as the grade goes down the non power cost goes up.
Therefor, while it is prudent to look towards all ECs for possible
consolidation, a good starting place is in the nDn and ncn
categories.

The first section of the "PROCEDURES FOR CONSOLIDATION STUDIES:"
part of this report provides additional thoughts on the general
procedure for seeking out likely candidates for consolidation.

The respective roles proposed for NEA and the ECs in this report
are of particular significance. It is clear that if consolidations
are to take place, the initiative must be local. Therefor, NEA's
role should first be to stimulate interest among the ECs.

NEA should develop documentation it can provide to all ECs
demonstrating the potential benefits of consolidation. It should
further encourage each EC to study its own situation in regard to
consolidation. It can also make special contact with ECs it thinks
are the most likely to benefit from consolidations.

NEA can also counsel with ECs during their exploration of
consolidations. Additionally, in order to assure that its loan
repayments are not put in jeopardy, NEA will have approval rights
of any eventual consolidations. The initiative for any specific
consolidations, however, must come from the local level or the
consolidation is not likely to take place.

GUIDELINES FOR INDIVIDUAL CONSOLIDATION STUDIES:

The second section of the "PROCEDURES FOR CONSOLIDATION STUDIES"
part of this report presents a nine step process for interested ECs
to undertake if they are interested in studying consolidation.

This section again emphasizes the respective roles of the ECs as
initiators of the specific process and REA as guidance counselor.
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SPLITTING OF COOPERATIVES:

Some EC managers have put forward the concept that an electric
cooperative can get too big to manage effectively, and that some
should be considered for splitting into two cooperatives.

As reported elsewhere in this report, a larger percentage of
"Large" ECs are graded "A" than the percentage of" Extra Large" that
are graded "A". This relationship is also true for the "A" and "B"
ratings combined. This could indicate some ECs are too large.
However, it must also be noted that the non power cost averages
less for the Extra Large cooperatives than it does for the Large
ones.

The bottom line test is the same for splitting a cooperative as it
is for consolidating cooperatives. That is, what are the results
of future projections on rates and general operating efficiencies?
If lower rates are not predicted for both new cooperatives after
the split, the split should not be pursued. The members who would
become part of the new cooperative with higher future rates are not
likely to vote for the split. The desire to split ECs is not
expected to occur often and will not require a program by NEA to
get such endeavors started. Each case will require individual
analysis.

ALTERNATIVE ORGANIZATIONAL STRUCTURE:

_.•..•..•.•...•::.:.::.:m:.::m:......:.:.:m::.::•.:••••:.:........ There is an alternative organizational
::::::::::~iii:6~.oF::.:G&TS:::<:::: structure that might allow the ECs to
::::::.SHotiLO:::B:E::EXPLOREO>::::>: provide even better service to their

......: : '.' .. members. That organizational structure
e'" ..: { ::.-........................ would involve the creation of several

Generation and Transmission (G&T)
cooperatives which are themselves made up of some of the ECs. Most
distribution cooperatives in the U.S. are members of G&Ts which
provide generation and/or transmission service to the distribution
members. Any G&Ts formed in the Philippines would likely be of the
type that provide transmission service and power purchasing
coordination.

This stUdy on mergers/consolidation of ECs demonstrates the
potential benefits of such consolidations. Hopefully there will be
consolidations of ECs in the Philippines. The result will be even
stronger ECs. In addition to such EC consolidations, the ECs and
the Government of the Philippines should stimulate interest in
groups of ECs forming their respective G&Ts.

A G&T can negotiate on behalf of its members to obtain the best
plan of power supply for the group. The G&T can assist its members
in load forecasting, engineering, system planning, etc. The G&T
could own the transmission system so that the ECs. can focus on
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retail service. A G&T providing transmission service over a large
geographical area could provide some comfort to the owners of large
industrial loads being served from that system.

The creation of G&Ts should not be considered as an alternative to
considering EC consolidations. Rather the utilization of G&Ts
should be investigated as an additional area of strength in the EC
community. There may well be situations where ECs will decide to
consolidate and also become part of a G&T.

The G&Ts could provide economies of scale that even very large ECs
could not provide on their own. Also, a G&T could provide a unity
among several ECs that might not fit well into a consolidation due
to geography or other reasons. The ECs, of course, keep their
individual identity under the umbrella of the G&T.

A companion study to this one is considering the issue of the ECs
serving all the industrial loads in their respective franchise
areas. That study concludes that the industrial loads should in
general be served by the ECs. If G&T organizations were handling
transmission activities for the ECs, the owners of the industrial
loads to be transferred to the ECs might be more comfortable with
the transfers.

KEY ACTIONS RECOMMENDED:

REA should prepare a communique to all ECs presenting the
possible benefits of consolidations and urging all
cooperatives to consider the matter. The communique can
also highlight the general factors which make a
Particular EC a likely candidate for consolidation. The
ECs should be educated to the concept of G&Ts so that
they will consider such organizations in their planning
considerations.

REA should determine if there are sufficient consulting
firms available in the country to assist those ECs that
will need help analyzing consolidation issues. REA
should be the organization to do the studies only as a
last resort.-

Interested ECs should undertake consolidation studies in
accordance with the section of this report titIed
"Guidelines for Individual Consolidation Studies."

Interested groups of ECs should undertake studies of the
possible benefits of organizing into a G&T.
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BACKGROUND AND IMPORTANT TRENDS

In order to best understand the issue of the potential for
consolidations among the ECs, it is useful to first consider the
status of rural electrification in the Philippines.

In the early 1960's the Philippine rural electric program was
started. In 1969, Republic Act 6038 was enacted to formalize the
rural electrification effort. The NEA was created by Presidential
Decree No. 269, and the NEA Charter was established. By 1971 the
first EC was energized. By 1992 there were 118 ECs included in the
year end reports prepared by NEA. These ECs serve approximately
three million connections. The statistics on all of these ECs have
been analyzed for the purposes of this report.

Each EC receives its franchise to serve a geographic area. NEA is
an interested lender to the ECs. It provides funds and/or
materials to the ECs. It also provides guidelines to these
borrowers to improve their operations. Additionally, NEA has the
right to approve or disapprove the board of directors selection of
manager at each of the ECs. The EC obligations to NEA are
evidenced through the signing of loan agreements and mortgage
documents.

Recently, the central government has given rate approval authority
over the ECs to ERB. The established procedure calls for NEA to
coordinate closely with the ERB in regard to each EC rate approval
request. The NEA recommendation regarding the rate request is sent
to ERB.

The National Power Corporation (NPC) is responsible for the
national high voltage transmission grid which includes most
transmission systems nationwide. It is also responsible for most
power generation in the nation. The ECs obtain their wholesale
power from NPC and are responsible for the distribution of
electricity to many of the provincial urban centers as well as to
much of the rural area of the nation.

There are important current trends among the rural electric
cooperatives • The conventional wisdom among those who do not
follow the Ees closely is that they are mostly troubled
organizations. current information shows that this conventional
opinion is no longer correct. The general financial health of the
rural electrification program in the Philippines did deteriorate in
the 1980's. Since the most recent studies were completed on the
ECs, however, there has been a positive reversal in the economic
health of the ECs. There has also been a useful change in the
focus of NEA.

The recently prepared report "ELECTRIC COOPERATIVE OWNERSHIP IN THE
PHILIPPINES" shows by way of several indicators that the ECs are
becoming much stronger financially. That report also demonstrates
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that not all ECs are participating equally in the improving
financial situation. Thus, there is room to explore ways to
further improve the financial health of certain ECs. An excerpt
from the ownership report follows, for it helps set the background
upon which this report builds.

"Appendix "A" summarizes the trends of net margins at the ECs for
the years 1990, 1991 and 1992. The cooperatives in each of the
nations 12 electrification regions have been grouped into four
categories. The first group is those cooperatives whose trend in
net margins has improved during the three years. The second group
is those cooperatives whose margins have held relatively steady
during the most recent three years and whose margin level is
generally good. Group three is those cooperatives whose margins
have held relatively steady during the three years but whose margin
level is generally weak. The last group is those few cooperatives
whose margin levels in the past three years have been deteriorating
and are at unacceptable levels at this time.

It is particularly important to note that 39 percent of the ECs had
improving margins while an additional 36 percent had stable margins
at healthy nominal levels. This leaves 18 percent of the ECs with
stable margins, but at weak nominal levels, and only 9 percent of
the ECs with deteriorating margins in the test period. Bringing
distribution rates up to be more in line with costs of operation
has produced the changes.

Information from NEA demonstrates that in 1990 the total margins at
the 118 reporting ECs was only 25 million pesos. Six of the 12
regions had negative margins on balance. In 1991 total margins had
climbed to 396 million pesos, and only one region had a small
negative balance. Even in 1992 with a severe "brownout" situation
on the power grid, the ECs had margins of 262 million pesos, and
only four regions had negative balances--each of these negative
balances being small. These figures are listed in Appendix liB".
The improved picture on margins is even more impressive when
previous years margins are considered. Table 5.4 of World Bank
Report No. 9810-PH shows the following total margins for the ECs:
(in millions of Pesos)

YEAR 1985 1986 1987 1988 1989

MARGIN (52) 11 (22) (8) (35)

Those figures are in sharp contrast to the 1990-1992 figures.

YEAR 1990 1991 1992

MARGIN 25 396 262
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As can be seen in the preceding tables, dramatic, but unheralded,
changes have taken place at the cooperatives. Changes have also
taken place at NEA.

NEA is regaining its proper focus on the ECs. NEA loans to
cooperatives will be conditioned on the proper implementation by
the cooperatives of "Performance Improvement Programs" (PIP's).
These PIP's will focus on five areas.

1. Reduction of technical losses.
2. Reduction of non-technical losses.
3. Improvement of collection efficiency.
4. Better control of non-power costs.
5. Quality of service.

NEA is now guided by a "statement of Operating Policy" (SOP). Under
that SOP, NEA will finance and support projects initiated by the
ECs which in the opinion of NEA are technically feasible and which
would maintain or improve the financial viability of the executing
utility. With this renewed focus on EC financial viability, NEA
will be a more successful lender again.

There is a "Revitalization Project" underway between NEA and the
ECs with cooperation from the World Bank. The World Bank and NEA
have agreed to certain conditions regarding NEA's on-lending
program which are designed to keep NEA financially strong.

The World Bank Report No. 9810-PH discusses revitalization of the
rural electrification sector by, among other things, the
"Restructuring of NEA". In particular the World Bank states that
'NEA needs to reorient itself to the role of interested lender. As
such, it needs to streamline its activities by dropping a number of
functions that are not directly related to electricity
distribution in rural areas, while strengthening functions that
relate to programming, formulation and administration of loans and
direct engineering services that enable ECs to implement investment
projects. On the financial side, NEA needs to (i) get relief from
past loans and other liabilities that it lacks the capacity to
repay; and (ii) implement a workable strategy for financing the ECs
that includes pricing of new loans at levels adequate to cover
costs (including provisions against potential foreign exchange
risks), and application of appropriate conditionality.'

The World Bank report states that 'During 1990-91, NEA greatly
improved its investment planning methodology'. The report also
states that 'The ECs that would be financed under the proposed
project were chosen at random; they represent a cross section of
all ECs based on geographical distribution, operational and
financial performance, and future prospects.' This is a very
important position for the World bank to take. It indicates that
the World Bank did not feel it necessary to screen out any ECs from
being eligible to receive assistance from its loan to NEA. This is
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a vote of support for the general rural electrification program in
the Philippines.

The work done in preparation of this report also verified that the
revitalization of NEA is evident in the background and dedication
of the Board and Administrator of NEA. They have not only agreed
to certain conditions in the World Bank loan, but they themselves
are determined that NEA be an efficient lender.

For year end 1991, NEA graded the ECs on several criteria and
grouped them into four groups--"A" through "0". The grading
criteria are included in an NEA memorandum which is attached as
Appendix "C". Appendix "0" lists the grade and size of each EC as
graded by NEA. Appendix "E" is a table in which this report takes
the NEA gradings and further groups the ECs by size within the
grades. This will be important for later discussions on the
potential for sale of ECs. Reliable data was available for 116 out
of the 118 ECs for purposes of this grouping.

While the draft of this report was being finalized the year end
1992 grading of the ECs by NEA became available. For 1992 NEA
rates 49 ECs as "A", ~1 ECs as "B", 11 as "c" and 36 as "0". Based
on the same grading criteria, it can be seen that the situation
improved in 1992. The number to ECs rated "A" went up
considerably. The number of ECs rated in each of the three lower
categories went down. This is a very encouraging trend.

Independent analysis done for the purposes of this report shows
that the ECs are getting healthier. This is demonstrated in
appendix "A" and Appendix "B".

For purposes of this report, analysis was also done on the
situation of debt repaYment arrearages at the ECs. This has been,
and still is, an area of weakness at the ECs. At year end 1991,
according to information available at the World Bank, only 26
cooperatives were current in their debt service payments. Analysis
for this report shows that at year end 1992, 48 ECs were current on
their debt service payments. This is still not a satisfactory
figure, but it is a great improvement during the period.
Recommendations on methods to deal with previous debt. service
shortfalls will be given later in the report.

Yet another statistic demonstrating improving trends among the ECs
is that of line loss. NEA reports that losses went down from 24
percent in 1988 to 21.68 percent by the end of 1990. Losses stood
at 20.79 percent for all the ECs at the end of 1992.

While this improving trend in line losses is encouraging, much more
needs to be done. This will be addressed later in the report.
Also, Appendix "F" demonstrates expected benefits of additional
reductions in line losses. Each EC in the nation was analyzed to
estimate the benefits to it of reducing its line loss to the 12
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percent level that NEA estimates is the real level of technical
1ine loss to be expected in systems like the ECs. ' Losses in
excess of 12 percent are normally attributed to non-technical
factors, primarily pilferage and poor line maintenance.' (See
attached NEA Memo to All Electric Cooperatives dated 5/April/93 re:
Categorization of Electric Cooperatives--Appendix C). Analysis of
the 866 rural electric cooperatives in the U.S. demonstrates that
12 percent is a reasonably conservative goal in the Philippines.
In the U. S. the average of line losses among the 865 rural
electrics was 7.6 percent in 1991.

The improving financial health of the ECs and the changed focus at
NEA combine to change in a positive direction prognostications of
the future of rural electrification in the Philippines."

The appendices referred to in the above excerpt are also included
with this report.

An important conclusion to be drawn from the improving financial
health of the cooperatives is that the ECs will remain a vital part
of the electric utility industry in the country. It is equally
important to focus on the fact that not all ECs are equally
healthy.

The financial trends among the ECs are in general good. However,
as can be seen from Appendix 11AU some ECs remain weak and some even
have a deteriorating trend in margins. It is, therefor, useful to
explore the possibility of improving the financial health of the
weaker cooperatives by considering consolidations. It is also
possible that some already healthy ECs can be further strengthened
by consolidations.

During the course of discussions with cooperative leaders in the
Philippines, the issue of splitting large cooperatives was raised.
Therefor, this stUdy will also consider the possible benefits of
splitting certain types of cooperatives into two smaller ECs each.
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FINDINGS AND RECOMMENDATIONS

RELATIONSHIPS OF SIZE TO FINANCIAL HEALTH:

Appendix "D" shows for 1991 the categorization of the ECs by size
and financial health. This information shows the following in
regard to that relationship as graded by NEA:

PERCENT OF COOPERATIVES GRADED "A"

SIZE EXTRA LARGE LARGE MEDIUM SMALL

PERCENT 35 41 29 18

PERCENT OF COOPERATIVES GRADED EITHER "A" OR "B"
SIZE EXTRA LARGE LARGE MEDIUM SMALL

PERCENT 55 74 51 43

The tables above indicate that in 1991 the medium and small
cooperatives demonstrated weaker financial strength than the extra
large and large cooperatives. The small cooperatives show even
less strength than the medium size ones. It is also interesting to
note that the large cooperatives are categorized as being in some
respects stronger than the extra large ones.

For 1992 the ECs are graded by NEA as follows:

PERCENT OF COOPERATIVES GRADED "A"

SIZE EXTRA LARGE LARGE MEDIUM SMALL

PERCENT 37 48 51 25

PERCENT OF COOPERATIVES GRADED EITHER "A" OR "B"
SIZE EXTRA LARGE LARGE MEDIUM SMALL

PERCENT 53 71 67 43

As can be seen from the above tables, the relationships between
size and financial health in 1992 showed some similarities to those
in 1991. That is, the small ECs do not exhibit as much financial
health as the medium, large and extra large cooperatives. The
large cooperatives show to be even healthier that the extra large
ECs. The medium size cooperatives showed the greatest improvement
in the percentages of cooperatives represented in the "A" and the
"AU and uB" combined categories.
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The most consistent factor during the past two years has been that
the small cooperatives have demonstrated the least financial health
in regard to the grades given by the NEA categorization. This
naturally draws our attention first to the small cooperatives in
considering consolidations. It is useful to analyze all the ECs,
but with special focus on whether or not some small ECs should be
consolidated with each other or with larger cooperatives?

Geography plays an important part in considering consolidations of
any ECs. This is particularly true in the case of the small
cooperatives. In 1992, 29 of the ECs were designated as small.
These small ECs will be discussed in greater detail later in the
report.

The ECs as a whole exhibited greater financial health in 1992 than
in 1991. The relationships among the four size categories shifted
a bit in that the medium sized ECs demonstrated greater financial
health in 1992 than they did in 1991. The smallest ECs continued
to show weak performance.

Additionally, all the ECs have been analyzed in regard to a number
of important operating ratios and how those statistics relate to
cooperative size. This ratio analysis indicates that there is a
correlation between the number of consumers served by a cooperative
and the "non power cost" at that cooperative. Non power cost is
the distribution mark up over the cost of wholesale power.

There appears to be an even stronger relationship between kwh sales
and non power cost among the cooperatives in the Philippines than
among the cooperatives in the U. S. This will be described
following the discussion of U.S. cooperatives which is presented
immediately below. The non power cost figure at each EC is an
excellent way to determine the impact of the distribution
organization on the ultimate cost of power. The operating
efficiencies appear to be higher at the larger ECs and the fallout
of this is lower rates.

Direct comparisons with the rural electric cooperative community in
the United states shOUld be made very sparingly. This is, however
an instance where such a comparison in enlightening. A review of
the 865 rural electrics that were borrowers from the Rural
Electrification Administration as of year end 1991 shows some
significant relationships between size and key financial
statistics.

Appendix "G" shows the 865 U. S. electric cooperatives grouped into
various size categories. In each category the average has been
determined for certain key ratios. Appendix "H" shows a graphical
representation of the key relationship between number of consumers
and the non power cost by category in the U.S.
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Although the graph in Appendix "H" has been based on the number of
consumers being the factor considered, an alternative analysis was
also performed using MWh sales as the size determinant. Both
number of consumers and MWh sales show a definite relationship to
non power cost at the electric cooperatives in the United states.
The relationship of size to non power cost is very consistent when
the cooperatives are grouped by size into seven sets. As the
groups get bigger (either in number of consumers or MWh sales) the
average non power cost amount trends down.

This analysis of groups is based on averages for each group of non
power cost, MWh sales, number of consumers, etc. An analysis of
averages must be approached with caution. Also, this approach of
grouping the cooperatives gives only seven observations. Therefor,
regression analysis techniques were also employed to review the
u.s. data.

Regression analysis shows that when all 885 electric distribution
cooperatives in the U. s. are considered as individual observations,
it is more difficult to see trends. There is still a general trend
that as cooperatives get bigger their non power costs go down.
However, there are so many significant exceptions at individual
cooperatives that regression analysis demonstrates it is unwise to
attempt to predict the situation at a particular EC without a study
of that particular cooperative. Appendix "I" summarizes some of
the more significant regressions analysis findings.

Based on U.s. data (which has value because it includes so many
observations--885) it is possible to come to some conclusions about
the potential benefits of consol idations • There is a general trend
towards lower costs at ECs when these cooperatives are sorted in
size from smaller to larger. There are, however a significant
number of exceptions to this trend. Therefor, this leads towards
a preliminary conclusion that in the Philippines there should be a
nationwide effort to look for potential consolidations among the
cooperatives. However, each situation must be analyzed
independently. The exceptions do not invalidate the trends, but
they must be recognized. Not every combination of ECs that would
unite to form a bigger organization would necessarily result in
greater efficiencies and/or lower costs. Many combinations will
produce those results, and those combinations should be sought out.

An in depth analysis has also been done on the ECs in the
Philippines. This is the more important analysis for it addresses
the situation more directly than the above analysis of the u.s.
cooperatives. However there are less observations available in an
analysis of the Philippine ECs. For year end 1992 there is good
data available for 117 of the 118 ECs. Thus we have 117
observations for each item of data for the Philippine cooperatives.

In addition, NEA has classified the electric cooperatives based on
three size criteria. ECs "are classified into Extra Large (XL).
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Large (L), Medium (M) and Smal.1 (S). Grouping is done based on the
number of service connections, volume of MWh sales and circuit kIn
of lines."

There is a clear trend based on these classifications in regard to
the important statistic of non power costs. That is, with each
larger classification the non power cost average for the
classification is smaller than for the classification(s) below.
The cost of the distribution operation in the final cost of
electricity trends lower as larger ECs are analyzed.

The NEA rating system in determining classification for the
cooperatives is weighed to give more weight to volume of KWh sales
than to either number of consumers or circuit kIn of lines. This is
quite appropriate, for the differences among ECs are more
influenced by KWh sales than by the other factors. Analysis done
for this report shows that there is more correlation between KWh
sales and non power cost that between number of consumers and power
cost. Appendix uJu includes a description of the classification
system, a summary of the classification of the ECs and a
presentation of the details of the classification for each
cooperative in the country.

In the Philippines there is correlation between number of consumers
and non power costs among the ECs. In regard to KWh sales, the
correlation is even stronger. In the Philippines, the situation is
similar to the situation in the u.s. for both KWh sales and number
of consumers. That is, there are definite trends that larger
cooperatives on average add less distribution costs to the price of
power than do smaller cooperatives. There are, however, so many
individual exceptions to the trend that it is not appropriate to
assume that bigger is better--that is, cheaper.

The appropriate conclusion is that it is worthwhile to search for
suitable consolidation candidates among the ECs. The general
trends towards lower costs at the larger ECs support that
conClusion. It is also necessary to realize that the many
exceptions to the trends point out that each prospective
consolidation must be studied on a case by case basis.

There have been two significant consolidations among the ECs in the
Philippines. These have been reviewed to determine if they provide
information for future consolidations.

ALBAY I, II and III consolidated into ALBAY in 1992. Because this
consolidation is so recent, it does not yet provide historical
information to provide a guide.

In 1988 ORMECO I and ORMECO II consolidated. The historical
statistics for the two cooperatives were reviewed for the three
years prior to the consolidation and the five years afterwards.
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Several indicators demonstrate that the cooperative after
consolidation is stronger financially than the two cooperatives
were before that time. For example, the trend of declining
revenues has been reversed. Additionally, for three years the
rates were lower on a nominal basis at the consolidated EC than at
either of the ECs operating separately. In the following two years
the rates are still lower on a real basis. These beneficial trends
point to a strengthening through consolidation. However, there
were several other important happenings during the time period of
the consolidation. For example, prior to the consolidation there
was an extended period of unreliability in generation. ownership
of the generating facilities changed during that period. A mini
hydro facility has been installed since the consolidation. The
electric system was significantly damaged by a typhoon during the
period. Additionally, in the early 90s, the rates at the ECs
throughout the nation were allowed to increase to more adequately
reflect costs. Therefor, without further study, it is not proper
to conclude that the improved situation at ORMECO since the
consolidation is due entirely to the consolidation.

It would be a useful undertaking for NEA and/or ORMECO to study
ORMECO in considerable detail to gain more information on the
potential benefits of consolidations.

Some EC managers have put forward the concept that an electric
cooperative can get too big to manage effectively, and that some
should be considered for splitting into two cooperatives.

As reported elsewhere in this report, a larger percentage of
"Large" ECs are graded "A" than "Extra Large" are graded "A". This
relationship is also true for the "A" and"B" ratings combined.
This could indicate some ECs are too large. However, it must also
be noted that the non power cost averages less for the Extra Large
cooperatives than it does for the Large ones.

The bottom line test is the same for splitting a cooperative as it
is for consolidating cooperatives. That is, what are the results
of future projections on rates and operating efficiencies? If
lower rates are not predicted for both new cooperatives after the
split, the split should not be pursued. The members who would
become part of the new cooperative with higher future rates" are not
likely to vote for the split. The desire to split ECs is not
expected to occur often and will not require a program by NEA to
get such endeavors started. Each situation will require individual
analysis.

The next section of the report will outline ways in which a general
search can be conducted for likely cooperatives to consolidate. It
will then go on to describe the steps to be followed in
investigating any particular consolidation.
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PROCEDURES FOR CONSOLIDATION STUDIES

A two step process is recommended for approaching consolidation
studies. First, a procedure is needed to determine likely
candidates for consolidation. Second, a procedure is needed to
analyze the particulars of consolidating two or more specific
cooperatives.

Determining Likely Consolidation Candidates:

NEA already has in place excellent classification and
categorization criteria for ECs which can be very useful in this
undertaking. NEA has classified the ECs as to size, and has
categorized them by quality of performance.

This report has analyzed the ECs, seeking
consolidation potential. Information regarding
quality of performance will provide useful tools
which ECs should be looked to as the most likely
consolidation.

predictors of
both size and
in determining
candidates for

Although there are many exceptions to the rule, the general trend
is that the smaller cooperatives, in terms of KWH sales or number
of consumers, have higher distribution costs than the larger ones.
In particular, the ECs in size classification USmall U add
considerably more distribution costs to the final cost of power
than do the ECs in the larger classifications. The following table
summarizes the situation:

P's/KWh

NON POWER COST/ENERGY SOLD VERSUS SIZE CLASSIFICATION

CLASS. EXTRA LARGE LARGE MEDIUM SMALL

NON PR CST .625 .816 .978 1.591

As can be seen, the average non power cost is considerably higher
for the cooperatives classified as small in comparison to the other
classes. It is reasonable to conclude that in regard to size, time
can most productively be spent by first investigating the small ECs
for possible consolidations.

Of the 29 ECs presently classified as small, many are quite
isolated geographically. Some are on the smaller islands and are
the only electric utility on the island. Some that are on the
larger islands are still geographically isolated--by mountains and
forests. Certain of these ECs may never be suitable for
consolidation because of their isolation.

There may be a few that would be suitable for the merger type of
reorganization. That is, they might become, in effect, a satellite
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operation of a larger EC. Also, there appear to be a few that can
legitimately be considered for normal consolidation. The
consolidation might be with another small EC or with a larger EC.

The important finding is, that there are some likely candidates for
consolidation in the EC community, and it is worthwhile starting
with the Small ECs in the search. The greatest potential benefits
of reduced power costs are likely to be found where a Small EC is
involved in the consolidation. In progression, the other size
cooperatives should also be reviewed for· possible consolidations.

It is also useful to look at the cooperatives from the point of
view of their respective categorizations. The NEA evaluates yearly
the overall performance of the ECs based on certain key factors of
their operation. The final output of this review is the annual
categorization of the ECs into categories "A" through "D".

As one might expect, there is a relationship between cooperative
categories and non power costs. That relationship is presented in
the following table:

PIs/KWh

NON POWER COST/ENERGY SOLD VERSUS COOPERATIVE CATEGORIZATION

CATEGORY A B C D

NON PR CST .937 .968 1.040 1.102

The relationship between categories of ECs and their distribution
costs gives direction to the search for likely candidates for
consolidation. In regard to operating Performance, the greatest
potential for lowering distribution cost through consolidations is
at the lower categorized cooperatives.

In 1993 a study was also performed on "ELECTRIC COOPERATIVE SERVICE
AREA INTEGRITY IN THE PHILIPPINES." That study concluded that the
ECs have the right to serve the industrial loads located in·their
respective franchise areas. It further concluded that most ECs
have the ability to serve those industrial loads. It also
determined that to the extent that the ECs are not permitted to
serve industrial loads in their franchise areas, the other members
of those ECs are economically disadvantaged. The stUdy done for
this report further supports the findings of the Service Area
Integrity Report. That is, the more KWh an EC sells the lower its
non power cost distribution mark up is likely to be.

This consolidation study and the service area integrity study both
demonstrate that there are likely benefits to an EC seeking to take
advantage of economies of scale by getting larger--whether by
consolidation or by serving an industrial load.
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As mentioned above, the major statistical criteria that can be used
as guides to finding candidates for consolidation are, therefor,
classification by size and categorization by operating efficiency.

In addition, there are many additional factors that must be
recognized both in making a general analyses of which ECs might be
suitable for consolidation and in making specific studies of a
particular consolidation. A discussion of these factors follows.

o The initiative for a particular consolidation must come from
the cooperatives or their members. If there is not sufficient
local interest and eventually local support, a successful
consolidation is very unlikely to happen.

o Some ECs may be so isolated geographically that a
consolidation or merger is made much harder. However, even
isolation does not make central management impossible. For
example, in the state of Alaska in the U. S. there are 47
remote Eskimo and Indian villages that all together form one
cooperative. The central management for all villages is
provided from the cooperative office in the city of Anchorage.
Each of the villages is isolated from each other and from
Anchorage. They can only be reached by small airplane or by
boat. They are spread out over an area approximately 1,000
miles long by 800 miles wide. Yet they successfully form one
cooperative.

o A consolidation is made more difficult if rates at the ECs
being considered are very different. Unless the original ECs
are remote from each other, the members of the consolidated
cooperative will eventually want to have just one rate
structure for each class of consumer. If each cooperative's
rates can not be lower after the consolidation, it is not
likely to take place.

Although this report recites the many efficiencies that can
result from consolidations, and these efficiencies are well
recognized by professionals in the utility business, the end
user is basically interested in the end result of the
efficiencies - that is, the electric rates that result.

o The wages at each EC are important. It is not likely that
the wages at the EC with higher wages can be reduced. Rather
the wages at the EC with lower rates are likely to go up.

o It is not reasonable to assume an immediate cost savings
from a reduction in employees from a consolidation. If a
prospective consolidation is based on firing staff, that
consolidation may never happen. It is reasonable to assume
that eventually the staff can be reduced through attrition.
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It is important that the employees learn early in the
consolidation process that layoffs are not the goal of the
consolidation. This will help defuse potentially serious
opposition to the consolidation.

o If political subdivision lines are crossed, particularly
provincial boundaries, the task of creating a consolidation is
made more difficult. For example, if the main office of the
consolidated EC is now in another province, the political
representatives of the province which has lost a main
headquarters may feel disadvantaged. This could have an
unfortunate impact on the potential for consolidation and
should be addressed through consultation with the appropriate
representatives to seek their support.

o The ability of a larger cooperative to pay a manager more
and, therefor, attract better management over the years is a
key benefit of larger scale.

o There are many efficiencies that result from the economies
of scale in having a larger electric utility. The system can
do a better job of planning for the future, forecast load
growth better, do staff training, have staff to inform the
membership of efficient use of electricity, perform better
O&M, etc. There will be some engineering efficiencies in a
larger system. To cite just one example, as systems grow they
will need new substations. Two systems might need two new
substations even though the stations may not be far from each
other. A consolidated system might be able to put in one
larger station to serve the purpose of the two stations and
save money.

This section presents some general issues and some specific ones
that are important to deciding if a potential merger merits more
detailed study.

NEA has sharpened the focus of its activities. It now functions
more in the role of interested lender rather than acting as the
constant advisor to each of the ECs. Consistent with that role, it
is appropriate for MEA to work with the ECs to assure that there is
an adequate number of consu1ting firms in the country to assist
individual ECs study specific consolidations. The individual ECs
will not likely have the resources in their staff to do the
detailed studies referred to above. Hopefully, there is a
sufficient number of consultants to do the job, for NEA should
undertake the individual studies itself on1y as a last resort.

Another important role for NEA would be to publish and disseminate
to the ECs a document outlining the potential benefits of
consolidation. This document would put particular emphasis on the
potentia1 to 10wer electric rates. The purPOse of the document
would be to stimulate consolidation interest at the ECs. Without
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interest and support of the boards of directors consolidations are
not likely. NEA may even wish to inform selected Ees that they
seem to be particularly suited to receive benefits from
consolidation. If local interest exists, the next step is to
consider the specifics of the local situations.

The following section will discuss aspects of the detailed studies
that will be needed to decide on specific consolidations.

Guidelines for Individual Consolidation Studies:

The following steps are appropriate in undertaking a study of the
consolidation of specific ECs.

1). The entire process should result from local interest and
initiative. If the board of one or more cooperatives has an
interest in exploring the possible benefits of consolidations,
there should be a joint board meeting to discuss the issue.

2). If the two or more boards considering consolidation agree to
proceed further, a committee should be formed to pursue the
matter. Typically, the committee should be made up of
representatives of the boards and the staffs of each of the
cooperatives.

3) . The committee should form a subcommittee which would likely be
comprised of staff members of the cooperatives. This
subcommittee should prepare a preliminary report for the
committee. The report should contain information to help the
committee decide whether or not to pursue the consolidation
further.

The report should list potential savings and improved
operations that could result from consolidation.

4).

5).

The committee should present the preliminary report to the
joint boards and be prepared to. answer questions from the
board members.

If the joint boards decide to proceed further, they should
select a consultant which can prepare a detailed study for the
benefit of each of the cooperatives. NEA may be able to
provide the boards with a list of consulting firms that would
be capable of performing the necessary study.

The results of the study should present the boards with
an estimate of the future financial situation at the
consolidated cooperative versus the future situation at
each of the ECs without consolidation.

The study should also provide information about estimated
service reliability with and without consolidation.
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6). If the study referred to in step 5 persuades the boards to
pursue consolidation, they should be prepared to conduct an
educational campaign.

Each board should hold meetings to inform its respective
membership of the potential benefits of consolidation and
of any possible problems.

The boards should contact NEA, not only to inform it of
the possibility of the consolidation, but to coordinate
with NEA on a continuing basis.

The boards should contact the appropriate elected
representatives to inform them of the process and to seek
their support. In particular the potential of lower
electric rates in the area should be stressed.

7) . The committee of the boards, probably with the help of a
consultant and NEA, should decide on the formal organizational
structure of the consolidated EC.

8). The cooperatives considering consolidation should each hold
membership meetings for the purpose of getting a vote on
whether or not to consolidate.

9). If the membership of each EC approves the consolidation, the
committee of the boards should work with attorneys
representing each EC and with NEA representatives to put
proper documentation in place to complete the consolidation.
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ALTERNATIVE ORGANIZATIONAL STRUCTURE

There is an alternative organizational structure that might allow
the ECs to provide even better service to their members. That
organizational structure would involve the creation of several
cooperatives which are themselves made up of some of the ECs.

In the United states, there are 56 Generation and Transmission
Cooperatives (G&Ts) which provide generation and/or transmission
service to their members. The membership of each G&T is made up of
distribution cooperatives that provide retail electric service in
their respective service areas. Approximately 700 of the nearly
900 electric cooperatives in the u.s. have some or all of their
wholesale power needs met by G&Ts. Several of the G&Ts do not own
any generating facilities. Rather they provide transmission
facili ties, wholesale power contracting resources, planning and
engineering support. This type of organizational structure could
be available in the Philippines.

. . .". . : : <:>::::::::::::::::::- T his stu d yon

:.··.:~FE~AcWR:llID~WfJR::;.;:: ~~rg~~~co~:~~~s~~~~~~ :.·;·.Ff~~4~~~CFRf:.;.:.
... :..:: ..:.: ..:.: : ::::::::::;:::<::::::::::;:: the potential benefits " " .

" ... . ".. of such actions. ?</y.:~~~~GW~::::>:?Y

Hopefully there will liI'iii"ill'·lIIIiIIIiIIIlIii_...IIIIiIII."'1Ii''1Ii'iii''1iIII'"

be consolidations of ECs in the Philippines.
The result will be even stronger ECs. In addition to such EC
consolidations, the ECs and the Government of the Philippines
should stimulate interest in groups of ECs forming their respective
G&Ts.

A G&T can negotiate on behalf of its members to obtain the best
plan of power supply for the group. The G&T can assist its members
in load forecasting, engineering, system planning, etc. The G&T
could own the transmission system so that the ECs. can focus on
retail service. A G&T providing transmission service over a large
geographical area could provide some comfort to the owners of large
industrial loads being served from that system.

The creation of G&Ts should not be considered as an alternative to
considering EC consolidations. Rather the utilization of G&Ts
should be investigated as an additional area of strength in the EC
community. There may well be situations where ECs will decide to
consolidate and also become part of a G&T.

The legal foundation for G&Ts already exists in the Philippines.
Cooperative Law 6938, Article 23 (2) (a) (ii) provides for
"Secondary Cooperatives" which are defined as cooperatives "the
members of which are primaries." In the previous section ( i) ,
"Primary Cooperatives" are defined as cooperatives "the members of
which are natural persons. II Thus, the ECs would be the Primary
Cooperatives and the G&Ts would be the Secondary Cooperatives.
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of scale that even very large ECs
Also, a G&T could provide a unity
fit well into a consolidation due

The G&Ts could provide economies
could not provide on their own.
among several ECs that might not
to geography or other reasons.
The G&T could provide key centralized services for its member ECs.
It can coordinate bulk power purchases, and dispatch those
purchases. It can have professional staff to assist the ECs in
forecasting and planning. It can provide training to EC staff in
such matters as safety and equipment maintenance.

A companion study to this one is considering the issue of the ECs
serving all the industrial loads in their respective franchise
areas. That study concludes that the industrial loads should in
general be served by the ECs. If G&T organizations were handling
transmission activities for the ECs, the owners of the industrial
loads to be transferred to the ECs might be more comfortable with
the transfers.
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NET MARGIN TRENDS 1992
RURAL ELECTRIC COOPS IN THE PHIUPPINES

REGION I
REGION II
REGION III
REGION IV
REGIONV
REGION VI
REGION VII
REGION VIII
REGION IX
REGION X
REGION XI
REGION XII

IMPROVING
4
4
3
9
3
4
7
5
4
2
1

.Q
46

STATIC AT
GOOD LEVEL

4
4
7
4
7
4
1
2
2
5
o
~

43

STATIC AT
WEEK LEVEL

1
1
1
1
o
2
2
4
o
4
2
.Q

18

DETERIORATING
o
o
2
o
o
o
o
o
2
1
4
g

11

TOTAL COOPERATIVES ANALYSED 118

PERCENT IMPROVING

I 39%1

STATIC AT
GOOD LEVEL
I 36%,

It~F .:\

STATIC AT
WEEK LEVEL

I 15-%1
DETERIORATING

I 9%1
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MARGINS BY REGION
PESOS (000,000)

YEAR 1990 1991 1992
REGION
I 19 73 82
II 6 44 22
III -16 41 29
IV -2 41 18
V 19 70 50
VI -16 63 59
VII -2 13 18
VIII -4 20 21
IX 9 3 -17
X -9 -2 -3
XI 19 19 -9
XII 2 11 -9
TOTAL, 25 396 262 1

TOTAL MARGINS
PESOS (000,000)

1985 1986 1987 ' 1988 1989 1990 1991 1992
,1..(5.2.).'_ ..1..1__....(.2.2)..._ ...(8.)__....(.31iij5).·__.2.5 ' 3.9.6__..2.62 1



APPENDIX C

34



••<'

fI- ~y. _--
REPUBLIC OF THE PHILIPPINES

National Electrification Administration
/

1/

05 Apt'il 19~3

MEMORANDUM:

TO ALL ELECTRIC COOPERATIVES

SUBJECT . CATEGORIZATION OF ELECTRIC COOPERATIVES

------------------------------------------------------------------------------------------------------

An annual evaluation OI electric
perIormance is undertaken to ensure a
monitoring OI their-operations.

cooperative
continual

Likewise, this aims to· give due recognition by
wayo~ incentives and benefits, to electric
cooperatives which have sho~ln consistent and/or
remarkable improvement. in operations.

A set of evaluation criteria
developed, applicable to all electric
regardless o~ size.

had been
cooperatives

The ranking of electric cooperatives within a
category h~B been introduced to allow a better
appreciation of their overall performance.

It is expected that electric cooperatives will
pursue all efforts to ma~imize the judicious use of
resources to ensure viability of operations.

SANCHEZ
tor

1050 CDFC Building, Quezon Avenue, Quezon City, Melro Manila, Philippines' Tel. No.: 99-87-81 to 85
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REPUBLIC OF THE PHILIPPINES

N'ational Electrification Administration

05 April 1993

MEMORANDUM TO

SUBJECT

All Electric Cooperatives

CRITERIA FOR CATEGORIZATION OF ELECTRIC
COOPERATIVES CECs)

I. Introduction

The NEA evaluates yearly the overall performance of the EGs based
on certain key aspects in power utility operations. The end
result of this performance review is the annual categorization of
the EGs, the objectives of which are to give due recognition, by
way of incentives· and other benefits, to the EGs 'that have
performed well according to the standard set 'forth by. NEA, and to
help identify specific areas in their operations where the
relat~vely less performing ECs can further improve., The same

'objectives are retained in these revised criteria for categori
zation which, however, appear more as an upgraded version of the
previous gauging system.

II: Purpose

To guide the ECs towards the attainment of a high standard of
performance in order to achieve viability in their operations~

III. Policy

The NEA ahall continue to pursue an accelerated program for the
improvement of coop operation in various" aspects. Towards this
end, a close monitoring of the performance of ECs ia regularly
being. undertaken so as to update the NEA management on their
sta:Cus. '

08< E Building, Quezon Avenue, Quezon City, Metro Manila. Philippines OTEL: NO. 99·87·81 TO 85



Criteria for Categorization of ECs
Page 2

IV. Criteria: Factors and Scoring System

1. Amortization Payment
. ..-

This pertains to ~he ability of ECs to fulfill their loan
obligation .to NE1in terms of payment of amortizations due.
Under this item, ECs with moratorium or whose loans were
restructured are treated separately from those with regular
loans with the latter given a higher point equivalent. )

, REGULAR W/MORATORIUM RESTRUCTURED

Current to date 25 pts. 20 pts. 15 pts.
Up to one quarter overdue 20 15 10
Up to 2 quarters overdue 15 10 5
Up to 3 quarters overdue 8 3 -2
More than 3 quarters overdue 0 -5 -10

"REGULAR" C.oops without restructured account
with NEA.

"RESTRUCTURED"- Coops with approved restructured loans.

"MORATORIUM" Coops with approved moratorium on their loan
repayments to NEA.

2. Systems Loss

The maximum tolerable systems loss in typical EC is 12%.
Systems loss at this level consists of technical losses
inherent in the design of the distribution system. Losses in
excess of 12% are normally attributed to ·non-technical
factors, primarily pilferages and poor line maintenance.·

KwH PURCHASED - (KwH SOLD + EC Consumption)
System Loss = -------------------------------------------- X 100%

System Loss

12% and below
13%

'" 14%
15%
16%
17%
18%

KwH PURCHASED

Score System Loss Score

20 pts. 19% 13 pts.
19 20% 12
18 21% 11
17 22% 10
16 23% 9
15 24% 8
14 25% 7

26% & above 0

KwH SOLD shall exclude consumption of
Consumers tapped to 69 KV~

Industrial



Page 3
----------------------------------

3. Collection Efficiency

This item refers to the capability of ECs to collect consumer
accounts receivables. Whil~ the EC may be performing well in
other aspects of operation. its inability to collect
receivables on time will affect its financial position.

I

--------------------------------------------- X 1001. \
AIR Beg + Sales for the Year - Current Mo. Sales* !

COLLECTION
EFFICIENCY ==

./
/ COLLECTIONS FOR THE YEAR

COLLECTION EFFICIENCY SCORE
COLLECTION
EFFICIENCY SCORE

95% & above 20 pts. 84% 9 pts.
94% 19 831. 8
93/. 18 821. 7
921. 17 811. 6
911. 16 801. 5
90% 15 791. 4
891. 14 781. 3
881. 13 771. 2
87% 12 761. 1
861. 11 751. 0
851. 10

* shall vary depending on the billing c)'cle of coop

4. Payment to Power Supplier

The ECs buy power from NAPOCOR which they retail, in turn, to
their consumers. This is the biggest single expense that the
co-op has t~ promptly settle to assure continuous delivery of
service. Inability to settle this on time results to
additional surcharges and other penalties, and ultimately
disconnection.

REGULAR RELENDING
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which are able to pay advance
given bonus of one (1) point

advance amortization but not to

----------------------------------

5. Non-Power Cost

In order to encourage the ECs to contine their non-power
expenditures within the limits set by the NEA-approved budget
in relation to ~ctual collections, appropriate points are
added from the/over-all,' fatings of ECs depending on how
these expenditurles match with the approved budget level.

As an incentive, ECs
amortization to NEA are
for every full quarter
exceed.3 points.

6.2 Significant reduction over past year's systems loss

This is to give recognition to coop efforts in reducing
its level of systems loss by a significant percentage.
An additional one (1) point is given for every 2%
reduction level but not exceeding 2 points.

7. Demerit Points

7.1 Cash Advances to Officers and Employees

4 As a measure to discourage the ECs from granting
excessive cash advances to officers and employees and to
encourage them to strictly effect immediate liquidation
of the same, an appropriate one (1) point is deducted for
every P 50,000 unliquidated ca~h advances at the end
of the year in review.

7.2 Non-submission of Cash Budget and Actual Cash Flow

ECs which do not submit their cash budget for
and actual cash flow at the end of the year will
a demerit of 2 points.

approval
receive
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B. Over-all Scoring System

Score
I

75 Ab6ve
65 7~
55 64
54 & below

.....
9. Ranking

."

Category

A
B
C
D

To encourage continuous improvement of operations of electric
cooperatives, ranking based on overall performance within a
category is introduced. Thus, each category will have a
highest and lowest scoring EC. This will allow ECs to
evaluate their own performances and develop constructive
competition among them.

v. Implementation

Full implementatibn of this evaluation system shall
operation of ECs beginning Calendar Year 1992.

cover the

The Regional Electrification Centers are enjoined
quarterly the categorization of the ECs in their
regions based on the new criteria. This shall
expeditious action from NEA Management to institute
measures among ECs wanting in good performance.

VI. General

to monitor
respective
facilitate

appropriate

As the Chief Ex~cutive Officer, the General Manager should. view
the coop in its total perspective so as to maintain a clear grasp
of the problems besetting its operations. He could then focus his
concern and attention on areas where the coop is weak, and give
these areas utmost priority in his developmental. programs.

In this regard, he would find this e~aluation system most useful~

being wholistic in approach, applicable to both small and big'
ECs. Experience-wise, we have seen General Managers who improved
one aspect of operations but deplorably failed to develop the
other aspects.

This system will help these chief executives maintain a balanced
outlook at management performance and further institutionalize
within EC management the spirit and commitment to pursue the rural
electrification program as a viable entrepreneurship.

TE~£~HEZ
Administrator
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1991 ELECTRIC COOPERATIVES CATEGORIZATION AND CLASSIFICATION
REGION I - XII

COOP CATEGORY SIZE
--------------_. --------- ---------

REGION

I ABRA D Medium
I BENGUET D Extra Large
I ILOCOS SUR C Extra Large
I ILOCOS NORTE A Extra Large
I LA UNION C Extra Large
I MOUNTAIN PROVINCE C Small
I PANGASINAN I B Medium
I PANGASINAN III 0 Large
I CENTRAL PANGASINAN D Extra Large
II BATANES 0 Small
II CAGAYANI B Large
II CAGAYAN II 0 Large
II IFUGAO B Small
II ISABELAI B Extra Large
II ISABELA n D Large
II KAUNGA APAYAO C Small
II NUEVA V1ZCAYA C Large
II QUIRINO A Medium
III PENELCO A Extra Large
III. NUEVA ECIJA I 0 Medium
III NUEVA ECIJA n 0 Extra Large
III NUEVA ECIJA III 0
III PAMPANGA I D Medium
III PAMPANGA II D Extra Large
III PAMPANGA III B Extra Large
III PRESCO 0 Small
III TARLAC I D Large
1/1 TARLAC II C Large
1/1 ZAMBALES I D Medium
III ZAMBALESII B Medium
III SAN JOSE . A Medium
IV AURORA B Small

.:~ ...-~ S



1991 ELECTRIC COOPERATIVES CATEGORIZATION AND CLASSIFICATION
REGION I - XII

COOP CATEGORY SIZE
--------------_. --------- ---------

REGION
IV BATANGAS I A Extra Large
IV BATANGAS II B Extra Large
IV BUSUANGA ISLAND B Small
IV FIRST LAGUNA D Medium
IV LUBANG ISLAND D Small
IV MARINDUQUE B Medium
IV MINDORO OCC. B Medium
IV MINDORO OR. A Large
IV PALAWAN A Medium
IV QUEZON I A Extra Large
IV QUEZON II B Small
IV ROMBLON B Small
IV TABLAS ISLAND A Small
V ALBAY 0 Extra Large
V CAMARINES NORTE B Large
V MASBATE C Small
V SORSOGON I D Medium
V SORSOGON II B Medium
V FICELCO 0 Medium
V CASURECO I C Medium
V CASURECO II B Large
V CASURECO III 0 Medium
V CASURECOIV .C Medium
VI AKLAN B Medium
VI ANTIQUE 0 Medium
VI CAPIZ A Large
VI GUIMARAS A Small
VI ILOILO I A Large
VI ILOILO II A Large
VI ILOILO III 0 Medium
VI NEGROSOCC. A Large
VI CENTRAL NEGROS C Extra Large
VI VRESCO B Extra Large
VII BOHaLl A Large
VII BOHOLII B Large
VII CEBU I A Medium
VII CEBU II A Large
VII CESU III A Medium
VII NEGROS OR. I A Medium

~:3





1992
ELECTRIC COOPERATIVES - CLASSIFICATION AND CATEGORIZATION

COOP COOP COOP 1992 1992
Name Code Acronym Class r:,tegory

lIocos Norte A01 INEC E A
Quirino B09 QUIRELCO M A
San Jose City C06 SAJELCO M A
Peninsula(Bataan) C11 PENELCO E A
Aurora 001 AURELCO S A
Batangas I 003 BATELEC I E A
Quezon I DOS QUEZELCO I E A
Quezon II 006 QUEZELCO II S A
Mindoro Oce ooa OMECO M A
Mindoro Or 009 ORMECO L A
Marinduque 010 MARELCO M A
Tablas Island 011 TIELCO S A
Palawan 014 PALECO M A
Camarines Norte E01 CANORECO L A

. ...:-. ~

Camarines Sur I E02 CASURECO I M A
Capiz F03 CAPELCO L A
Iloilo I F04 ILEGOI L A
Iloilo II FOS ILECO II L A
Iloilo III F06 ILECO III M A
Guimaras FO? GUIMELCO S A
North Negros FOa VRESCO E A
Negros Oee . F10 NOGECO L A
Negros Or II G02 NORECO II L A
Bantayan G03 BANELCO S A
Cebul G04 GEBECO I M A
Cebu II GOS CEBECO II L A
Cebu III G06 CEBECO III M A
Siquijor GO? PROSIELCO S A
Bohall G09 BOHECO I L A
Leyte I(OORELCO) H01 LEVEeO I M A
Leyte IV H04 LEVECO IV M A



1992
ELECTRIC COOPERATIVES - CLASSIFICATION AND CATEGORIZATION

COOP COOP COOP 1992 1992
Name Code Acronym Class Category

Leyte V HOS LEYECOV L A
So Leyte H06 SOLECO M A
Samar II H10 SAMELCO II M A
Zamboanga Sur I 102 ZAMSURECO I L A
Zamboanga Sur II 103 ZAMSURECO II M A
Siasi Island 107 SIASELCO S A
Misamis Or I J03 MORESCO I L A
Agusan Sur JOB ASELCO L A
Surigao Sur I K01 SURSECO I M A
Davao Oriental K03 DORECO M A
Davao Norte K04 DANECO E A
Davao Sur KOS DASURECO L A
So Cotabato I K06 SOCOTE;CO I M A
So Cotabato II K07 SOCOTECO II E A
Lanao Norte L01 LANECO L A
Maguindanao L03 MAGELCO M A
North Cotabato L04 COTELCO L A
Sultan Kudarat LOS SUKELCO M A
1I0cos Sur A02 ISECO E B

':~~f~Cagayan I B02 CAGELCO I L B
Kalinga Apayao B04 KAELCO S B

;-:'~~:~:

:~:,:~~-.;

Nueva Vizcaya BOB NUVELCO L B
,. - -;:

Zambales II C13 ZAMECO II M B
Camarines Sur IV EOS CASURECOIV M B
Sorsogon 1 E09 SORECO I M B
Sorsogon II E10 SORECO II L B
Central Negros F09 CENECO E B
Negros Or I G01 NORECO I M B
Boholll G10 BOHECO II L B
Biliran H07 BILECO S B



1992
ELECTRIC COOPERATIVES - CLASSIFICATION AND CATEGORIZATION

COOP \
\ COOP COOP. 1992 1992

Name Code Acronym Class Category

Samar I H09 SAMELCO I S 8
Zamboanga Norte 101 ZANECO M 8
Misamis Occ II J02 MOELCIII L 8
Misamis Or II J04 MORESCO II M 8
8ukidnon I JOS FIBECO L B
8ukidnon II J06 BUSECO L B ...."!.

-'-";~';~

Agusan Norte J07 ANECO E 8 ~.~~~~?;.-
Camiguin J10 CAMELCO S B
Surigao Sur II K02 SURSECO II S 8
Abra A03 ABRECO M C
La Union AOS LUELCO E C
Benguet A06 BENECO E e
W. Pangasinan A07 PANELCO I M C
Isabela I 805 ISA8ELAI E C
Ifugao 807 IFELCO S C
Pampanga III C10 PELCO III L C
Camarines Sur II E03 CASURECO II L C
Camotes GOa CELCO S C
Sulu 106 SULECO S C
Dinagat J12 DIELCO S C
Mt. Province. A04 MOPRECO S 0
C. Pangasinan Aoa PANELCO II E 0
E. Pangasinan A09 PANELCO III L D
8atanes 801 BATANELCO S 0
Cagayan II 803 CAGELCO II L 0
Isabela II 806 ISA8ELA II L 0
Tarlac I C01 TARELCO I L D
Tarlac II CO2 TARELCO II L 0 .. -



1992
ELECTRIC COOPERATIVES - CLASSIFICATION AND CATEGORIZATION

COOP COOP COOP 1992 1992
Name Code Acronym Class Category

Nueva Ecija I C03 NEECO I M 0
Nueva Ecija II C04 NEECO II E 0
Pampanga Rural C07 PRESCO S 0
Pampangal coa PELCO I M D
Pampanga II C09 PELCO II E D
Zambales I C12 ZAMECO I M D
Laguna 002 FLECO M 0
Lubang 007 LUBELCO S 0
Romblon 012 ROMELCO S 0
Busuanga D13 BISELCO S D
Camarines Sur III , E04 CASURECO III M D
Albay E06 ALECO E 0 ..;:;~

Catanduanes E11 FICELCO M 0
•. - .. ". : ...~~'"!

--.:. i ~.,

Masbate E12 MASELCO S 0 .......:::.,

Aklan. F01 AKELCO M 0
Antique F02 ANTECO M D
Leyte II H02 LEVECOH L 0
Leyte III H03 LEVECO III M 0
No Samar HOa NORSAMELCO S 0
Ea Samar H11 ESAMELCO S D
Zamboanga City 104 ZAMCELCO E D
Basilan 105 BASELCO S 0
Tawi-Tawl loa TAWELCO S 0
Misamis Occ I J01 MOELCII M 0
Surigao Norte J09 SURNECO M 0
Siargao J11 SIARELCO S 0
Lariao Sur L02 LASURECO L 0
Ticao Is E13 TISELCO S NA
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COOPERATIVES CATEGORIZED BY SIZE AND FINANCIAL HEALTH
lqq I

SIZE CATEGORIES EXTRA LARGE, LARGE, MEDIUM AND SMALL

FINANCIAL HEALTH CATEGORIES A,B,C AND D

EXTRA LARGE
FIN. HEALTH

A
B
C
D

ITOTAL

LARGE
FIN. HEALTH

A
B
C
D

!TOTAL

NO. OF CO-OPS
7
4
3
6

NO. OF COOPS
11

9
2
5

MEDIUM
FIN. HEALTH

A
B
C
D

!TOTAL

SMALL
FIN. HEALTH

A
B
C
D

ITOTAL

NO. OF CO-OPS
12

9
2

18

NO. OF CO-OPS
5
7
5

11

COOPERATIVES ANALYZED 116
EXTRA LARGE 20
LARGE 27
MEDIUM 41
SMALL 28
TOTAL 116

COOPERATIVES ANALYZED 116
A GRADE 35
B 29
C 12
o 40
TOTAL 116

"- OF TOTAL
17"
23"
35"
24"-

"- OF TOTAL
30"
25"
10%

·34"-



COOPERATIVES CATEGORIZED BY SIZE AND FINANCIAL HEALTH
YEAR 1992

SIZE CATEGORIES EXTRA LARGE, LARGE, MEDIUM, AND SMALL

FINANCIAL HEALTH CATEGORIES A, B, C AND D

EXTRA LARGE MEDIUM
FIN. HEALTH NO. OF CO-OPS FIN. HEALTH NO. OF CO-OPS
A 7 A 19
B 3 B 6
C 3 C a
D 5 D 13
ITOTAL 18 , [TOTAL 38 1
LARGE SMALL
FIN. HEALTH NO. OF CO-OPS FIN. HEALTH NO. OF CO-OPS
A 16 A 8
B 7 B 5
C 2 C 4
D 7 D 13
ITOTAL 32, ITOTAL 301

"co. ,: -;: ~

COOPERATIVES ANALyzeD 118 % OF TOTAL
..~~}~~,

EXTRA LARGE 18 15% -.

LARGE 32 27%
MEDIUM 38 32%
SMALL 30 25%

COOPERATIVES ANALyzeD 118 % OF TOTAL
A GRADE 50 42%
B 21 18%
C 9 8%
D 38 32%
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FINANCIAL AND STATISTICAL REPORT
for the Year 1992

(lOSS NET (lOSS
ADJUSTED ADJUSTED) MARGIN ADJUSTED) ROOM FOR

Grosl! UNE UNE GROSS NET COll. IMPROVED
Revenue LOSS lOSS REVENUE MARGIN EFF. COll. EFF.

(P'OOO) (PERCENT) (PEACEN1) (P'OOO) (P'OOO) (P'OOO) (PERCENl)

REGION IV
YES
YES

32 Aurora
YES

20489 15% 12",(, 21128 845 1484 83% YES
33 laguna 64127 35% 12% 87486 -2259 21100 84% YES
34 Batangas I 144097 8% 8% 144097 1565 1565 101%
35 Batangas " YES
36 Quezon I 126023 16% 12% 131909 -39 5841 100"'"
37 Quezon II 16078 19% 12% 17370 2476 3768 96%
38lubang 2779 22% 12% 3144 -153 212 90",(, YES
39 Mindoro Occ 29843 19% 12% 32256 2409 4822 100%
40 Mindoro Or 72904 21% 12% 81238 2304 10638 103%
41 MarinduCjUe 26949 18% 12% 29075 1263 3389 109%
42 Tablas 1~I<ind 13700 8% 8e." 13700 1877 1877 101%
43 Romblon 3403 8% 8'ib 3403 95 95 111%
44 Bu&uanga 3940 19% 12'i~ 4294 -38 318 71% YES
45 Palawan 95913 15% 12% 99048 7719 10854 98%

YES
Sub-tolol 620245 17% 12% 660115 18066 51936 98%

YES
REGJONV YES

YES
46 Camarlnos Norte 112218 12% 12% 112516 2710 3008 88% YES
47 Camarln\ls Sur I 62110 15% 12% 64367 3959 6216 95%
48 Cama/lnus Sur II 179040 23% 12% 203895 17272 42121 92% YES
49 Camarino& Sur III 86638 19% 12"}~ 72433 -85 5710 82% YES
50 Cama/inos Sur IV 31092 18% 12~~ 33245 262 2415 97%
51 Albay 244532 27% 12% 293011 16529 65008 77% YES
52 Sor&09On 1 32402 23% 12% 37140 3715 8453 88% YES
53 Sor&09On " 56229 16% 12% 59070 -29 2812 101%
54 Calandull/le& 31064 16% 12% 32409 2127 3472 94%
55 Maebale 25428 9% 9% 25428 3763 3763 66% YES
56 Ticao Is 931 9% 9'}~ 931 -153 ··153 YES

YES
Sub-loluJ 841684 21% 12% 932441 50070 140827 91% YES

YES
REGION VI YES

YES
57 Aklan 61926 22% 12% 69872 6124 14070 67% YES
58 Antique 42756 18% 12% 46134 5502 6880 87% YES
59 Capiz 126896 17% 12% 135290 1440 9834 99%
601101101 116745 15% 12% 120231 . 3037 6523 99%
61110110 II 76317 17% 121~ 81316 175 5174 98%
62110110 III 34393 16% 12'}~ 35962 3328 4917 94%
63 Gulmara:; 11664 15% 12'71. 12131 -569 -102 100%
64 VRESCO 195543 19% 12% 213431 10624 28512 95%
65 Cent/al Negros 492255 17% 12% 521996 20275 50016 92% YES
66 Neg/os Dec 157531 10% 10% 157531 6799 8799 102%

YES
Sub-tollil 1316026 17% 12'i~ 1389643 58735 132352 94%

\J=\
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FINANCIAL AND STATISTICAL REPORT
Forlhe Year 1992

(lOSS NET (lOSS
ADJUSTED ADJUSTED) MARGIN ADJUSTED) ROOM FOR

Grollll LINE LINE GROSS NET COlL. IMPROVED
Revenue LOSS .LOSS REVENUE MARGIN EFF. COlL. EFF.

(P'OOO) (PERCENT) (PERCENT) (P'ooO) (P'ooO) (P'OOO) (PERCENT)
YES

REGION X YES
YES

96 Mill8mlll Occ I 19841 21% 12% 22161 -1485 835 84% YES
97 Misamll Occ II 69995 22% 12% 79075 2778 11858 97%
98 Mllamll Or I 116765 3% 3% 116755 1884 1884 107%
99 Missmls Or II 54099 21% 12% 60329 258 6488 84% YES

100 Bukldnon I 60246 11% 11% 60246 295 295 91% YES
101 Bukldnon II 36681 14% 12% 37631 1661 2611 91% YES
102 Agusan Norte 103709 20% 12% 114730 -4407 8814 100%
103 Agullan Sur 44372 22% 12% 49868 -3208 2288 95%
104 Surigao Norte 48129 24% 12% 55487 1501 8859 83% YES
105 Camiguln 8335 6% 6% 8335 -1452 -1452 93%
106 Slargao 4060 23% 12% 4639 -60 519 94%
107 Dinagat 1215 18% 12% 1302 -384 -297 96%

YES
Sub-total 567437 15% 12% 585888 -2619 15832 94%

YES
REGION XI YES

YES
108 SUrigao Sur I 44499 9% 9% 44499 -2795 -2795 105%
109 Surlgao Sur II 20577 21% 12% 22981 1520 3924 106%
110 Davao Oriental 39862 12% 12% 39862 483 483 96%
111 Davao Norle 126163 12% 12% 126163 915 915 100%
112 Davao Sur 70671 14% 12% 71967 -1374 -78 96%
113 So Cotabato I 50080 13% 12% 50739 -2137 -1478 96%
114 So Cotabato II 205247 14% 12% 208892 -5848 -2203 96%

YES
Sub-total 557099 13% 12% 562804 -9236 -3531 96%

YES
REGION XII YES

YES
115 Lanao Norle 40751 18% 12% 43543 1241 4033 103%
116 Lanao Sur 36998 34% 12% 49515 -9487 3032 39% YES
117 Magulndanao 49135 20% 12% 54156 825 5846 90% YES
118 North Cotabato 42111 15% 12% 43417 -3947 -2641 94%
119 Suhsn Kudarat 46784 14% 12% 48004 2486 3706 92% YES

YES
Sub-total 215777 21% 12% ~39951 -8882 15292 79% YES

YES
YES

GRAND TOTAL 8353518 21% 12% 9283261 261824 1191587 93%
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U.S. RURAL ELECTRICS

CONS/ MARGINS/ C. ACT. EX! A&G EX/ CUST SERV/ O&M&A&G&
EMPLOYEE AVGCON'S AVGCON'S AVGCON'S AVGCON'S C.A./CONS

0-3000
AVG 150.22 134.00 37.09 167.97 10.67 340.62

3-5000
AVG 201.73 100.04 32.70 105.80 11.25 241.58

5-8000
AVG 224.15 96.45 32.27 93.20 9.82 219.18

8-12000
AVG 249.67 90.88 31.63 76.19 8.39 194.57

12-18000
AVG 260.98 76.55 31.19 69.43 7.29 188.51

18-30000
AVG 280.53 74.22 31.16 57.78 6.32 164.76

30-125000
AVG 288.81 60.75 31.57 54.77 5.96 159.63

ADDITIONAL TE
. 50-125000

AVG 304.69 55.86 32.06 59.49 6.78 161.82

KEY RATIOS BY CO-OP SIZE



U.S. RURAL ELECTRICS

AVG AVG EQUITY MARGINS! ROAI CON'S
TIER DSC RATE BASE RATE BASE SERVED

0-3000
AVG 4.61 2.70 39.73 2.20 5.20 2017.57

3-5000
AVG 2.97 2.50 41.30 2.34 5.47 4018.12

5-8000
AVG 2.87 2.63 42.80 2.59 6.01 6339.19

8-12000
AVG 3.12 2.78 42.97 3.03 6.52 9850.13

12-18000
AVG 3.06 2.78 42.26 2.40 5.96 14588.39

18-30000
AVG 2.60 2.58 41.29 2.79 6.38 23310.58

30-125000
AVG 2.57 2.62 38.3~ 1.94 5.61 49591.97

ADDITIONAL TEST
50-125000
AVG 2.81 2.74 37.06 1.42 5.16 70996.79

KEY RATIOS BY CO-OP SIZE



U.S. RURAL ELECTRICS

PR CST+5TX+ MWHSOLD OP. REV. OP RV-PR CS ANN LOAD SYSTEM ARREARAGE
DP+INT/A CON /1000 /~WH /MWH FACTOR LOSS OVR 60 DAYS

0-3000
AVG 1451.71 57.10 80.39 34.33 50.57 7.68 0.45

3-5000
AVG 1073.90 83.12 74.93 30.87 51.57 8.29 0.45

5-8000
AVG 967.65 108.01 78.79 30.94 51.01 7.91 0.43

8-12000
AVG 951.10 173.28 74.60 27.53 51.39 7.54 0.51

12-18000
AVG 992.44 280.81 74.57 26.13 50.62 7.21 0.40

18-30000
AVG ~42.68 390.49 75.22 25.03 50.22 7.14 0.46

30-125000
AVG 1019.82 842.31 74.70 22.61 48.90 6.59 0.42

ADDITIONAL TE
50-125000
AVG 1084.41 1245.13 75.68 22.42 48.36 5.67 0.47

KEY RATIOS BY CO-OP SIZE
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REGRESSION ANALYSIS HIGHLIGHTS

The techniques of regression analysis have not been used to predict
the outcome of particular consolidations. They have been used to
test findings regarding historical trends which seemed apparent
from other analytical approaches.

The results of the regression analysis did confirm the assumption
that non power costs at an electric cooperative will trend down for
larger cooperatives. The results also confirmed the finding that
it is improper to assume that all bigger cooperatives will have
lower non power costs.

There was consistency in the regression analyses for both the ECs
in the Philippines and the u.s.

The R squared values demonstrated that 25 to 30 percent of the
observations of non power cost were explained by kwh sales and
number of consumers when each were tested. This is low enough to
indicate there are many exceptions to the rule.

The X coefficient showed the inverse relationship of size to non
power cost and further showed it to be a strong consistent trend
because the standard error of the coefficient was low. These
findings are confirmed by the t-statistic being in the minus six
range.

Therefor, regression analysis was not the primary tool used to
determine the relationship of EC size to non power cost. Such
analysis did, however, provide comforting support to findings made
through other analysis.
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REPUBLIC OF THE PHILIPPINES

National Electrification AdmiDistration

10 ,June 1993

t1EMORANDut1 TO ALL ELECTBIC COOPERATIVES

.... SUBJECT CLASSIFICAT+ON OF ELECTRIC COOPERATIVES

will establish appropriate guidelines for the upgrading of

This

major

limited

yearly.

similar

financial

acl1ievers'l

to officers
•

to

,givingin

Some electric. coo~eratives

" . +.
recogn~....~on

on account of their

guidea

giving

,
is given to the classification 'of

of

sets

not. be financially capabl~ to give

categorization gauges performance on

and incentivee which may be accorded

like>;·lise

For purposes

vlb.ile

~esources may

RATIONALE'

electric cooperatives are evaluated' and categorized

This

benefits/incentives to officers and employees.

it alone proved ine'guitabIe.

opera~e ~~d~~~t~nallY ~ell but

\ .. ,--
electric cooperatives according to size of operation.

benefits

benefits be,ing ,;.~e~:tended b;l . other electric 'cooperatives
~. "~~~~~f"~::;~_.~! .~

'falli~g ~d~l~\'the sa."ne category _ Thus,.. this' classification., .

aspects ofbP~ratio'ns, grant of benefits/incentives based on
.. ' '- ":'f '. ~:~. "" ....... ".J,..;. ~.

I.

~. '·1

~·ii.:i.. ~;: ..

~ .', ':' -:
".~ ~', ~... ' ~

...... ,

a~d emplo~7ees of electric cooperati';esthat are reasonably
.', .'

l:,.-':
proportionate to the nature and scope of .... management

responsibility and financial capability in granting such.
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~~8SSIFICATIQN DETERMINANTS AtlQ BATING SYSTEM

Electric cooperatives are claseified into Extra Large

(XL), Large (L), Medium (M) and Small tS). Grouping is done

based on the number of service connections, volume of ~iH

salee and cir'cuit k.-nof lines',

1. Service Connections, indicate the nurr~er of consumers

cooperative's mandate to eleqtrifY its coverage area.

", '.~.'

-... i·
.; ......- ~

receiving sel"'''Jice support electric

motivation to minimize systems loss with emphasis on

capability' 7 giving heavier>;veight to this factor will

to

financialof

:earNT;;

40

indicates the capability·

. '.~',

Above 60>000

NO. OF SERVICE CONNECTION POINTS
------------------------- ------

Above 50,000 30

30,001 - ,50,000 25

15,001 ~ 30,000 20

15,000 and" be 1m'; 15

addition'

generat~revenue and sustain the financial needs of the

enc0"!lrage ma..,-imization of sales 7 _ thus serVing as a.
'.' ;:~..~.-

viability of operations.

VOUjME OF t~~ SALES (ANNUAL)

electric cpoperative.
""./ . - .

In

Volume of ~rl sales2,

_. '. ,- . ~

":.~ :.-
~ :.. : .. ;
,.~: .. :

.,.' i
'}/::r;: i
"~~;~:::; . j

;.:.',

;~\l' \' ,"
!tjJ t -

..',::,: r

,2:~::' 11,
~~~~1
~?;l,! \

~~?~~t",<::'~l~'" .}<

';~,;;~ t

~i~ f
~:.~~ f:: : , t
.'. :"~: ~ ~

::.~::.~:
,"

.......... 30.001

10,001

60.000

30.000

30

20

10,000 and be lO~l 10

"'.':"...



3. Circuit KM of lines indicates the length of the

electric cooperative's constructed di~tribution system,

its capability to provid~ service to potential

cons~~ere within the area coverage and its ability to

~aintain the system.

As a determinant in classification, it ~ill give credit

for initiative in undertaking expansion and maintenance

of distribution S~7stems; thus:- improve.

·... reliabilit:l.

CIRCUIT D1 OF LINES
-------------------

o. :.."

POINTS

"

Q\affi-ALLPQINT SCORE

:o~
"":)1
~':i

:i:t... -
:~ ~.~
~ro.1

;-i, ..

:l
t~~~i

,~~~~
o' o~ ..

. ,,:

'":'''':

:-: :;

. ~..

,""

- "' ~.!...

2~501-3,500

1~501-2~500

701-1~500

700 and below
~I

81-100

61- 80

41- 60

40 and belo~l

E.:l{tra Large

Large

Medium

Small

.30

-25

2J)

15

: ~..
.'
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...;... •.. IMPLEMENTATION

. '~" ."'

Electric Cooperative classification shall be undertaken

,.: .... annually in support of regular cr::.tegor·ization of

e If:;(~tl" ic; The lead unit for thie pur-pose is

the Coop Development Sector.

........•..:..•.:;.} FOl~ 1992. attached is Classification Profile of

..... -

Electric Cooperatives .
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. ~::.. CLASSIFIC~TJOU PRDFILE ~F ELECT~!C CD~P:R~TJVES

Year 1992

-------------------------------------------------------- -------------------------------------~---------------- ---

Sl'lALl MED!Un
-~-------------------------------------------------------- ------------------------------------------------------:
:£EE1DN 'It J 1. E;STERN ,.."..,An 40 SH~riR jJ 45 ' -"'T- n ' =

'1':': ... ~"'U1r. -=: ,: 0.\

.. tlORTHERN rolov/tr. 40 LEYTE or, l..EYTE It 7(~
~r.:n"H". .."..~ ~ .

'.
SH~hF: • 4(1 1 ~V"'1= II! ."

J .... ,J .. .0:';

BIUR~N 4(1 LEYTE IV r.r•..
SOl' LEYTE ~IO

BS. 80ZAMEO SUP. I

.:

IH~BO. HDRTE.
1A11BO SUR II

SUUl .
TiiW!-TA1H
S!J\SI

:F.£EIGll IX

' ..
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:---------------------------------------------------------------------------------------------------------------:-.">,

... : ... .
":------- -----------------------------------------------------------.------------------:

75S!!~
_..

4~~: DAVAO ORIENTAL
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SURISM SUR I

~o l'llSAMl: OCC. '1 51) XrSAHiS riCC. Ii 70 ASUSAH PioDT,. 9(; :.. ,'I..i.t'!:

~{l MISAM!S OR. II [,0 AGUSriN l:1I'" b5~-~r.
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SURISAD SUR II
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EC'B CLI\SSIFICATIOll
FOl' the year' 1992

eOOPERA'rIVE 'rdTAr~ CIRClJI'f KtL .. OF r.UlES l'll'11I :SALE:~ I/C)lJ:3E I~OlmECTIOI'lS-ACTIJ!'.L TOTAL

1 HEGIOl-l· I
.1

I
I,t·

1 ABR.A. 1.3'12.846 20 7.602 'W 17,5513 :::0 5(' 1"1
'-, !'IT • PROVINCE 621. 259 15 ~,22B 11) '7.6'19 1.5 40 I \~ ;~

3,. PA1'IGASINAN I 1,350.402 2P U.72~ :::fJ :..!;~, 447 20 r}l) • 1'(

4 I LOCOS SUR 1,966,070 25 43.267 :30 05,752 3(1 1:l5 XL

'I 5 LA UNION 1.538.478 25 33,1337 :30 ~5.:::H 30 85 Xl,
I. 6 BEJIGIJE'f 1,426.096 20 64'.444 41.1 ·rI.440 ~5 85 :-:1. .

'f I LOCOS I,JORTE 6;'708.34~ 30 49.909 :30 , H. 135'7 3<) 90 :u.
8 CENTRAL PANGASH11\l,J ::1.531. 376 ::10 ,42.81)6 31) 8:3.211. 30 90. XL

9 PAN13P.SI HAN III 993; 46'/ :W .42.9'19 ;'0 48.817 25 " '" L. .:J

~ REGIOl1 11
"

1 CAGAYiI.N II 2,193.171 25 16,4'71) 2t) :::0.681:: 20 6" LJ~I

2 · I FUGAO - 679.850 15 2.:185 10. 5.'1134 16 4(' :-3

3 ISJl.BELA II 2,016.999 25 26.981 :::0 37.894 ~5 70 L

<\ .:Jl.L1NGA-APAYAO 558,884 15 3,70<\ 11) 7,650 15 '10 ~

5 QlJIRINO 623.559 15 5,254 20 9,637 16 50 1-1

6 CAGAYAN r 1, 765.862 25 26,949 20 ~8,6139 3t) 115 L

7 NUEVA VISC/WA 1, 556. B1B 25 17,188 ~O ~3.fJ97 :::(- '35 r.
8 ISI\BELA I 1. 90S. 62-1 25 54.631 30 53.(I~H 30 /.!5 XL

9 B.A.TJl,NEZ 43'1 10 L.267 1e ~!)
~. t.,

1 REGI0N III
,.

..

1 lIUEVJl. ECI,JA I '602,9.42 liS . '." :28,914 '20 ~:!3, 1:::0:· ::5 60 1-1

2 NlJE'JA EGIJA II 2,644.608 30 4£1,736 SO '72.99tJ 30 u(l tXL

PANPJl.NG.1\ RIJHJI.I, 221.120 15 .3,091 W 6.8:31 15 40 ~

'J
"

.J

4 SAN JOSE 327.000 15 14.85<1 :;:0 _:, J.! • 4';:::: 15 5(1 N

5 ZANECO I 1,.486,130 80 17,975 21) l£:1,ll£1 ~o . 130 \I

6 PAt1PJl.NGP. I 218,000 15
' .. 22.752 2(1 3~t::~3

rlH. dr.' U" ..
7 · PP,11f'P,tIGA III 736,311 }',;'

20 43.428 3d :34. f.rm ~5 75 L

8 'fARLAC I 739,773 20 28,666 ~l) 44,147 ~5 6'" r.
· ;

oJ

9 TARLJl.C II 1.614.170 25 .:31 ,1368 20 ~~9 • .J·W ~O 135 L

10 ZAND..\LE5 II 622.504 . e 15 22,538 ~(1 :::3.3!..-8 ~(J !:'f5 1'1

~ 1.1 PENINSULA 1,049. S'13
j:~ 20 '33;076 40 51::.'771 30 :;'(1 ~:1.

" 1:; P:1.NPAI'IG!\ Il 2.402.180 25 65,10(' 40 13·1. 1.'( J 31) ~IS: ::1.'. iJ

REG I OJ·! IV

1 PJ.'ROR.4. ·510.466 15 1);036 JI) I] , tll;,t) 1b -1(1 <:-

· ' ,

v

K
~ FIRS'l' LMUltA 617.659 15 20,.'3·1 ~ ::!l) 2:3.013·1 2() .:." l-I

..
.j.)

:3 l'lARUIDUQI.IE 755.062 20 6.847 11) I:":, r~ 18 1" ·15 l-I~'

-\ OCC. 1'1 I ImCmO 1,179.292 20 '(,IHl JO lO.951 15 'I~· 11

5 OH. I1IlIh)RO 3,3:34.750 30 20.:392 20 :::7 ••16-1 2t) "0 [,

6 QI.I~2ml I I 2fJG.153 15 ·I,I)~I:1 1(1 '7 .:~:'l4 15 ..H.' :~

'1 rr.L;1.H!\H 1. 109.1:213 21) ~O, 6!,)t:i ~.:(I ::·1 •~.,I!.Jfl ~n tit) II

tt
' .

-..::>
0044976

V





..<."e CLASSIFICATIon
I!.)l' tIll' '·~l' 1992

COOPERATIVE TOJAL CIRCUI'!' Kli. OF LINES HHlf l3i~LI1~:; 1ll)!JSE COIIIIECTIOIIS-l'.C'l'/Jft.L TO'fAL

REGION VIII

1 EASTERN SAMAR 623.345 15 4,56,1 11) r.i rI1.1':' 15 • '·-'·W ~~..... - .... -
2 NORTHEfil-l SAI1AR 225.361 15 6.240 10 11),028 10 -to ;--~

:; SAI'IP:R I 591.857 1/5 7.240 10 J-I,'148 15 40 ~.....
4 SAI'JAR II 758.763 20 9,6:36 )l) , I t4.6l)6 11':· -t5 1'1

!5 LEYTE I 1,047.764 20 9,0134 ll) .·1· 18. D~"3 20 50 U ,
6 LEYTE III 707.343 20 4.,402 10 t!.467 15 -1" 1'1'.'

7 LEYTE PI 726.830 20 8,075 10 115. 41~ ~(J 50 11

e so. LE'iTE 1,197.410 20 .. 8,815. 1.\) :::0 •.:t.3~ 2f\ 50 l"\

9 LEYTE II 514.294 15 38.818 30 :~3, 117 20 \i5 r..
10 LEYTE V 1,302.206 ~O 31, 342 30 ~5,~t):.:: ~O 70 r.
11 BIT. I RAN 403.623 15 3,OBB 1.0 ·1.l~5 I" '10 :-:'J

REGIOll p',.
i BASILP.N 355.000 15 5,407 10 7.855 15 40 <:'

'oj

~ SUW 104.266 15 5,577 10 5,633 15 40 ..:-

· 'J

:; · Z~.MBO. !-IOR'rE 1, 463.390 20 ~1, 753 89 26.102 20 60 t-I

,4 ZAI·IBO SUR I 2.286.000 25 :34,228 30 33.785 25 80 L

5 ZAI·180 SUR rr 1,209.900 20 16,670 20 :34,827 20 60 H

6 ZAl'180 eITl', 714.724 20 106,448 40 40,480 ",.- 85 XL_'.J

7 TA\H-TAI'lI 71.366 15 1,365 10 1,7"18 ,15 4.0 c
.J

a SIASI 6~6 ·10 673 15 ~5
l;' I.J

REGION X . ,

l' J\GfJ5At/ SUR , 1,57a~076 . 26 16,692 ~() 20.834 20 135 L'

2 FIRST BlIt:lDNON 2,079.000 25 26,358 20 ~'1, 706 20 55 L

:.; · aUK 1DHOI-I n 4.383.000 30 15,147 ::10 16,.377 ::0 70 L

4. NI5M-IIS acc. 1 766.000 20 6,691 11),:' 15,496 20 f.jO 1'1

5 HlSANlS OCC. n 1.220.000 20 ~ 33,136 .30 ~7 ,8ll) :w 70 L

6 t-I I S.G.I'I I S OR. II 1,053.000 20
.~

25,046 :::0 21), '1213 20 60 H

1 SlJRIGAO HORTE 552.000 Hi 23,4'.14 ::!o 23,916 :::0 55 11

8 HISANIS OR. I 1, 195.000 20 107,:333 ;{O 17,016 2() 80 L

9 AGUSAN NORTE 1,636.362 26 63.004 40 42,7513 r,,:: 90 XL_0

10 CANIGUIN 294.,191 16 3,468 10 4,159 Hi 40 S

11 SIARGAO 292.000 . 15 870' 10 :::.001 15 41) ....
'J

12 DH/AGAT '24.400 16 316 10 989 15 .:{O C'

·
.J

REGION XI

1 SORlOAO SUR II 691.000 15 6.342 10 13,880 11:. 40 ·S

2 DAVAO ORIENTAL 1.188.700 20 1£1.286 ::0 1.7, leo :::0 60 1'1

,3 DAVAO SUR 1, !316. 000 20 33,878 30 :~'.2.376 . 25 75 I.

<1 so. COT.'\B.t\TO I 1,161:'000 20 23.648 ~O ::5, .364 20 130 H

5 SIJRIOAO SIJR I 750.000 20 20,979 20 ~J.. ,1'/4 :::0 150 \'I

d DAVAO HORTE 1,601. 400 26 66,218 40 ~l), oru') ~5 90 XL

',' .'
I' 0044974

,
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;., e CLASSI FICP,TIOH
Jr the ye~r 199~

(,.-..

,
,'l

TOTAL CIRCUIT KH. OF LINESCOOPERfI.TI VIE

7 . SO. COTABATO II

GION XI I

1 Lt":.NAO SUR
2 .HP.GlJIllDfI.lI:'KI
3 1I0RTH COTAEl~.Tt)

-1 I.P;II!\O NORTE
5 SlJL'l'Ml WDfI.R.A:r

::!,426.9BO

3,136.l)OO
992.000

1.826.512
1,630.603
1.:::71.724

25

30
20
25
~5

~O

..~

l'Il-lIi SALES HOlJ::;[ C01'1lIECTIOIIS-P.CTI.li'.I. TOTP.L

129,814 <If) 46,8J6 ~~,:. . ~)(! Y.L_.J

",,
19, l·ll) 20 1,'3,891 15 eF.· [.

::!2.0:32 20 18,397 20 '3·) II
18,500 ~O :::4.£'3[' ::(1 er:. l.
18,999 ~O ~~l:; .t)E5 ~(:. €!) I.
::ll,681 ~O ~O, () lG ~O t50 11

. ",

~,
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Mr. Roger Adalia, Manager, MIS Div. Planning Dept. NEA
Ms. Thelma Aguila, Manager, Loans Department, NEA
Atty. Oscar E. Ala, Board Member, ERB
Atty. Jose T. Amacio, General Manager, DANECO
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Engr. Gregory A. Dukil, General Manager DOECO
Engr. Iglorio R. Hinayon, Acting General Manager, SURSECO
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