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UNITED STATES GOVERNMENT 

Memno randum 

TO AA/ASIA, Mr. Alfred D. White 

-
DATE: April 15, 1974 

FROMl ASIA/CD, James E. Stephenso 

AUBJECT: 
 PHILIPPINES 
- Rural Electrification II, $20.0 million
 
(Intensive Review Request)
 

We have scheduled a meeting of the Asia Advisory Committee for
Capital Assistance for 2:30 p.m., 
Thursday, April 18, 1974,
Room 6439 NS, to consider the attached Intensive Review Request

(IRR).
 

It is recommended that the IRR be approved.
 

The following have been invited to participate;
 

ASIA/DP: 
Mr. A. Shakow
 
ASIA/CD: 
 Mr. T. H. Lustig

ASIA/CD: 
Mr. S. A. Taubenblatt
 
ASIA/CD: 
 Mr. L. Rosenberg
 
ASIA/CD: 
 Mr. M. F. Speers

ASIA/CD: 
 Mr. A. R. Love
 
ASIA/CD: 
Mr. M. M. Pehl
 
ASIA/TECH: 
 Mr. R. J. Ballantyne
 
ASIA/EA: 
 Mr. L. P. Oechsli
 
ASIA/EA/P: Mr. D. M. Chandler 
PPC/RC, Mr. E. Griffel 
SER/FM, Mr. F. L. McElroy

SER/ENGR: 
 Mr. R. M. Dangler

SER/ENGR: 
 Mr. R. Stokely

ENGR/SP: 
 Mr. F. DiMatteo
 
ASIA/GC: 
 Mr. W. B. Gair
 
PPC/DPR: Mr. N. Cohen (6)

OMB/ID: Ms. E. Leonard
 

16y U.S. Savigs Bonds Replarly ex the Payrdl avings Plax 



TO: 
 Asia Advisory Committee for Capital Assistance
 

FROM: ASIA/CD: 
 Project Committee
 

SUBJECT: Philippines 
- Request for Authorization to Proceed with
the Intensive Review of a Proposal for Capital Assistance
to the Government of the Philippines +o assist in Financing
Expansion of the Rural Electrification Cooperatives Program.
 

1. Sunmary: 

a. Borrower: 
 Government of the Republic of the Philippines
 

(GOP).
 

b. ImplementingAgencies: 
National Electrification Administration
 

(NEA), a government corporation, and Local Electric Cooperatives
 

which are consumer cooperatives.
 

c. Amount of Loan: 
 $20.0 million to be authorized: 
 $5.0 million
 

in FY 74 and $15.0 million in FY 75. 
d. Terms: 
 A.I.D.'s standard terms for Development Loans, i.e.,
 

repayment within 40 years including a 10 year grace period,
 

with interest at 2% during the grace period and 3% thereafter.
 

e. Proect: 
The project will provide a line of credit to the NEA
 
to finance foreign exchange costs of goods and services and a limited
 
amount of selected localy manufactured commodities required for the
 
construction and operation of additional Rural Electric Cooperatives.
 

This project will be a continuation and expansion of the program
 
partially financed by A.I.D. loan 492-H-028.
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2. Background:
 

The Rural Electrification Program dates from an A.I.D. financed
 

power survey of the Philippines in 1965. 
This survey contained a
 

recommendation calling for the initiation of a program to provide
 

for electricity in rural areas of the Philippines. One of President
 

Marcos' first actions 
on taking office in 1966 was to request U.S.
 

assistance to develop such a program. 
A.I.D. responded by providing
 

a three-man technical assistance team from the National Rural Electric
 

Cooperative Association (NRECA) to develop feasibility studies for two
 

pilot rural electric cooperatives. Two subsequent A.I.D. loans
 

(492-H-O25 and 492-H-026) totaling $3.1 million were provided to finance
 

the engineering services, design and construction of the two prototype
 

rural electric cooperatives.
 

The two prototype cooperatives were completed in 1972 and have
 

been totally energized. 
Combined they serve 15 towns and approximately
 

12,500 homes. As an outgrowth of the availability of power, both
 

cooperatives are in the process of promoting power use projects.
 

A.I.D. further provided $350,000 in feasibility study funds for the
 

services of a team of NRECA consultants to prepare feasibility studies
 

as 
the basis for a national program of rural electrification using the
 

cooperative concept. 
The services of a leading U.S. Rural Electrification
 

lawyer from the private sector was grant-financed to assist in the
 

drafting of new legislation for the Rural Electrification Program.
 

In 1972 a loan (492-1H-028) of $19.4 million was authorized to
 

initiate the first phase of a national rural electrification program.
 

An additional loan (492-H-027) of $600,000 was authorized to provide
 

consulting engineering services and a $2.3 million grant was provided
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for continued institutional development by NRECA to assist the new coops.
 

Its expected that NEA will have awarded contracts for the full
 

$19.4 million provided under loan028 by the end of FY 74. (See exhibits
 

III and IV for status). The GOP has therefore requested AID consideration
 

of an additional loan of $20 million to finance a further program expansion.
 

The National Electrification Administration has made an impressive 

beginning under loans 492-H-027 and 492-H-028 with 16 cooperatives 

partially energized and serving 67 towns with approximately 76,000 house 

connections.
 

3. Objectives of the GOP Program:
 

The Philippines currently has an estimated 30.2 million people in
 

areas not directly serviced by electric power. The objective of the GOP
 

national electrification program is to bring electric power to 75% of
 

the population by 1984. With completion of the phase one program, 36
 

coops will have been established with an estimated direct consumer
 

connection of 234,000. This equates to 1.8 million people directly served by
 

electric connections. The estimated population in these service areas
 

is 8.9 million or 22% of the Philippines population. Persons in the
 

service area not now directly connected will be picked up during system
 

additions in coming years.
 

The Phase II program proposed by the GOP will finance up to 22
 

cooperatives in the NEA system. This will bring the total number of
 

provinces served up to 56 out of 68 provinces in the Philippines. The
 

additional service connections wi. be 143,000 or an estimated 1.1
 

million persons directly served. The total population included in the
 

new service areas is estimated at 7.2 million. With the completion of
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this Phase II effort, the rural electric service areas will cover areas
 

with a population of approximately 16.1 million persons. 
 This equates
 

to 37% of the country's total current population of approximately 43.8
 

million and over 50% of the 30.1 million current population in NEA's
 

target areas.
 

4. 	Relation to A.I.D. Program, Country Priorities and Sector Problems:
 

The A.I.D. bilateral program objective has increasingly focused on
 

two sectors--Population and Health (population control, water supply)
 

and Food, Nutrition and Rural Development. The rural electrification
 

program has developed into a major component of assistance to the Rural
 

Development activity because of the GOP's enthusiastic support and
 

effective implementation of the program. The proposed project will
 

increase the expected favorable long-term impact on the economic, social
 

and political development of rural areas by (a) improving the standard
 

of 	services to the rural population, (b) providing a base for follow-on
 

activities in small scale industry, pump irrigation, etc., and (c) supportii
 

the development and acceptance of cooperatives as one vehicle for
 

promoting development in the provincial areas.
 

The role of A.I.D. in this project is to assist the GOP in its efforts
 

to achieve these objectives.
 

5. 	Project to be financed:
 

The proposed A.I.D. loan of $20 million will provide a line of credit
 

which, together with GOP resources, will provide the financial resources
 

required for the continued implementation and expansion of the national
 

rural electrification program through establishment of additional rural
 

electric cooperative systems geographically dispersed throughout the
 

Philippines. 
These systems will provide reliable and ecnomic service
 

for domestic, agricultural, commercial and industrial uses. 
NEA 	haB
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listed an estimated 22 new cooperatives be developed in Phase II
 

(See 	Exhibits I and II for geographic locations of coops). This listing
 

of cooperatives is illustrative; it is anticipated there will be some
 

changes in size, number and location of coops during the actual
 

implementation stage.
 

The proposed loan will also further the institutional development of
 

the 	National Electrification Administration, the local coops and related
 

organizations as discussed in Section 8.
 

6. 	Cost of Project:
 

Since the NEA program is an ongoing and continually expanding
 

activity, establishment of a Phase iI program and related project cost 

is primarily dictated by funding availabilities and absorption capacity.
 

Under remaining DL availabilities for.FY 1974, A.I.D. can make
 

available approximately $5 million to the Philippines for the purposes
 

of this loan. An additional $15 million for the proposed loan is
 

proposed from FY 1975 avai'Uabilities;thus increasing the line of credit
 

to $20 million. Given EA performance record in the last 12 months,
 

and 	looking to continued improvement in its institutional capability,
 

it is expected NEA can commit these funds for purchases of imported
 

materials tn 12 to 18 months. Actual supply and construction is expected
 

to take an additional two years.
 

In preliminary discussions with AID, the NEA provided a
 

listing of the 22 projects it considered to be priority cooperatives for
 

consideration under Phase II. These cost estimates are listed in Exhibit V.
 

estimated foreign exchange costs of these systems total $24., million, and
 

it is unknown at this time whether NEA will reduce the scope of the
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targets or arrange for supplemental financing. Most probably the GOP
 

will restrict its contribution to the peso costs of local A&E services
 

and locally procured materials and equipment. In any event the object
 

of this loan will be to provide a fixed line of credit to NEA, to be
 

drawn upon until exhausted, rather than a committment to construct a
 

predetermined list of coops. 

In discussing cost estimates, the committee should note the U.S.
 

costs for manufacturing and shipment of commodities is continuing to
 

escalate. Cost escalation might further reduce the number of coops
 

financed under the proposed loan. 
Detailed review of both the cost
 

estimates and the funding level of $20 million should therefore receive
 

close attention during the intensive review process. 
 To illustrate the
 

cost and procurement problem, a recent "Wall Street Journal" article is 

included in Exhibit VII. 

7. Im2act of Fuel Oil Price Increases: 

Increased fuel oil prices are a contributing factor to the price
 

increases noted above. 
They will also have a negative impact on the
 

GOP exchange earnings in that the Philippines has no known commercial
 

reserves of oil or gas and only very limited coal deposits. The il
 

problem thus has a direct effect on the GOP's electrification plans.
 

The GOP has reviewed the problem and concluded it should continue its
 

nationwide electrification effort but shift to the extent possible from
 

oil fired generating plants to hydroelectric, nuclear and geothermal
 

generating sources.
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NEA has been directed to concentrate its activities in areas that
 

are 
or can be tied into national grid systems in order to avoid instal

lations of isolated diesel generators. 
 This will result in a geographical
 

concentration on Luzon and Mindanao to the detriment of the Visayas.
 

The complex problem of overall adjustment of power rates and the
 

potential impact on the coopV'viability has not been fully analyzed.
 

This will have to be done during the intensive review.
 

8. Project Discussion:
 

A. Institutional Development Objectives
 

A major objective of the first rural electrification loan, and
 

a continuing objective of the new loan, is to promote the development
 

of the necessary in-country institutions required to insure sustained
 

development of the electric power sector with a minimum of outside
 

technical and financial inputs. 
 The primary components of the institutional
 

aspects addressed in the first loan were as follows:
 

I a. Further the development of a national planning and
 

coordinating body that will develop policy guidance on electrification
 

and coordinate the activities of the NEA, the National Power Corporation
 

and the private electric utilities as well as develop a clearly defined
 

role for financing of these activities by the GOP and interested bilateral
 

and international lending agencies, e.g., 
IBRD, AID, ADB, bilateral
 

Japense aid and other public and private foreign financial institutions;
 

b. 
Develop a central government agency (NEA) to develop,
 

.finance, regulate and provide technical and management assistance to the
 

newly established electric coops.
 

c. 
Develop a core group of up to 36 new electric coops with
 

construction of an initial electric system, and development of competent
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staffing to operate the coops.
 

d. 
Develop in-country A&E capability to design the electric
 
systems and provide supervision of construction of the systems;
 

e. 
Development in--country contracting capability to construct
 

the electric coop systems;
 

f. 
Begin a gradual development of in-country capability to
manufacture and supply commodities required for electric coop construction.
 

Current Status of' Institutional Development
 
(a) 
The Power Development Council, established by the same act
 

as NEA, is now fully functioning and monitors the coordination and
 
development of the national power program. 
This body is composed of
 
representatives of the goverament ministries, the ITEA and NPC, repre
sentatives of the electric coop groups and the private utilities.
 

The PDC has been responsible for key policy decisions affecting

NEA's operations including imposition of a recent limitation on new self
generating coops in view of the fuel crisis; promotion of the acquisition
 
and conversion of small private utilities and their consolidation into
 
NEA supported coops' promotion of long term planning studies within the
 
Visayas and the definition of the respective roles of NEA, private
 
franchises and NPC in this geographical 
area.
 

(b) 
NEA - NEA has experienced a rapid and sound growth during

the last two years and is now staffed to meet its charter functions in
 
most areas. 
 It will however continue to need outside assistance from

NRECA and US engineering consultants for an additional two-year period.
 
Thereafter the requirement for outside engineering assistarnce should
 
terminate and NRECA assistance will be greatly reduced.
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(c) Local A&E firms. Four local A&E firms have participated
 

in system design to date. These firms have now undertaken design of
 

38 systems under the general supervision of the U.S. engineering
 

consultants and are now considered to have good capability to perform
 

the continuing design requirement. They are expected to begin to assist
 

NEA in the preparation of feasibility studies both on a individual
 

system basis and on a subregional planning basis. Less experience has been
 

acquired in construction supervision since construction has only recently
 

begun.
 

(d) Contracting capability -- 11 coops are now under construction
 

by local firms. Experience with these firms has been satisfactory to date.
 

However, the rural electrification program is only now entering the major
 

construction phase and NEA's major implementation problems will corre

spondingly occur in this aspect of the program. A substantial body of
 

competent local contractors does exist, but experience in rural electric
 

line construction per se is limited.
 

(e) Manufacturing capability -- Development of in-country
 

manufacturing capability has focused, in the first phase program, on
 

utility pole supply. Poles constitute an estimated 0% of the system
 

capital requirements and availability of quality poles was limited in the
 

early stages. Availability of poles has improved markedly, and pole supply
 

is now expected to keep pace with program requirements.
 

Development of in-country manufacturing capability in other product lines
 

has been limited with the exception of limited local supply of small amounts
 

of wire for houses, outside conductor and some transformer production. With
 

the recent and projected growth of the Philippines power sector, in-country
 

manufacturing should now be economical in a number of product lines such as
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transformers, meters, and pole line hardware.
 

(f) Electric Coop Association. While not specifically targeted
 

as a primary activity of the first phase rural electric program, the
 

NEA and the newly formed coops have supported the establishment of a
 

Philippines Electric Cooperative Association (PECA), along the lines
 

of the NRECA in the U.S. 
 In the coming years PECA is expected to develop
 

into a strong representative body for the electric coops in their
 

dealings with the national government and PECA iz'also expected to assume
 

some of the functions of providing management assistance and interchange
 

of information between the coops. 
 The first full annual meeting of the
 

Philippines coops is scheduled for the summer of 1974, sponsored jointly
 

by NEA and PECA.
 

Targets for Institutional Development in Phase II:
 

The technical assistance provided by A.I.D. in this second phase
 

program is expected to continue with primary emphasis on completing and
 

phasing down the institutional development assistance of NRECA and the
 

U.S. engineering firm. 
Local A&E firms will shift their focus to
 

development of capability in feasibility study work, supervision of
 

construction and system planning for NEA and the coops.
 

It is in the area of in-country manufacture of components that
 

we feel a major new effort should now begin. This has been raised with
 

the NFA with the suggestion that a subsector study be undertaken to
 

(a) analyse the projected demand of electric power system componentry and
 

(b) begin a review of the steps necessary to induce private sector
 

investment in these areas. 
The NEA has expressed concern that access to
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the market for these commodities by local firms will be a key consi

deration in decisions to manufacture locally. Insomuch as these commo

dities are now financed by international loans, the NEA has requested
 

that existing local suppliers be allowed to bid in competition with
 

international suppliers with financing of any successful local bidders
 

from the loan proceeds. It is recommended that local financing, in this
 

limited context, be permitted in the proposed loan as an encouragement to
 

increased in-country manufacturing.
 

B. 2roect Selection - Procedures and Criteria
 

NEA has developed a fairly clear set of procedures and criteria
 

for the selection, development and financing of individual electric coops.
 

Some of the key aspects of NEA guidelines are as follows:
 

(a) Geographical dispersion: 
 The GOP has set a general policy
 

guideline of promoting geographical dispersion of the initial groups of
 

electric coops. 
 Therefore each of the 68 Philippine provinces Lre to
 

receive assistance for one electric coop with achievement of national
 

coverage of the provinces before NlEA will support a second coop in any
 

one province. 
For the most part this policy has been adhered to.
 

(b) Selection within the provinces: Selection of the location
 

of the initial coop within the province is done only through a review
 

process carried out by a Provincial Electric Cooperative Team (PECT) com

posed of representatives of NEA, PACD (Community Development Department),
 

Department of Education, Cooperative Administrative Office, Office of the
 

Provincial Governor, League of Municipal Mayors, and active civic and
 

religious organizations. 
 Once the PECT is formed it attends an NEA
 

sponsored training program of two weeks before beginning its review.
 

After training is completed, the PECT team undertakes a review of potential
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coops against NEA established guidelines. When the PECT review is com

pleted, a single site for the feasibility study is agreed upon and after
 

NKA review and approval, a study is initiated.
 

This process brings the local leadership into the decision on
 

site selection at the earliest possible stage and it has allowed local
 

people to make the decision as to who does or does not get electricity
 

in the first stage.
 

(c) Feasibility criteria: General guidelines for technical 

and economic parameters to determine feasibility are established by a 

NEA Board Resolution and are applied uniformly to all individual studies 

(See Exhibit VI). 

(d) Supplementary considerations: In the course of NEA's efforts
 

on the first phase program additional policy decisions have been made which
 

affect the priority listing of individual provinces. These considerations
 

also reflect the GOP's review and response to the recent fuel crises. Key
 

factors now applied are as follows:
 

(1) Preference is now given to distribution coops
 

over self-generating coops to reflect both the
 

more favorable economics of distribution coops and
 

the greater fuel economies of central station
 

generation, this also allows construction of a greater
 

number of coops from the available resources;
 

(2) Where feasible the timing of coops has been
 

rescheduled to coincide with NPC plans for extension
 

of national transmission lines:
 

(3) Initial design is based on full area coverage but
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financing is provided in stages with the initial
 

systems built around a core distribution system with
 

relatively higher payout. 
Coops are expected to
 

complete these systems with gradual extension to
 

lower density areas as 
a stage two effort--and on
 

a force-account basis, to the extent practicable.
 

(4) Priva-te Franchise systems are converted to coops
 

when and as these systems become available for pur

chase, consolidation and conversion and are not the
 

result of the standard PECT selection process.
 

C. Financial and Economic Aspects
 

Financial
 

The Philippines Government has approached the rural electrification
 

program from the outset with a full awareness that these systems would
 

need subsidized financing and in most cases 
the individual systems would
 

operate with deficits for up to a five-year period. The original legis

lation establishing NEA imposed a ceiling rather than a floor on the
 

terms for financing e.g. (1) loan to be self liquidating within a term to be
 

fixed by NEA of not in excess of thirty five years, unless the borrower
 

requests a shorter term, of not less than twenty five years.
 

(2) interest charge to be fixed by NEA at not in excess of three percent
 

per annum.
 

(3) the schedule of repayment may be in unequal amounts and larger in
 

later years of the loan term:
 



The GOP also has agreed to absorb all exchange risks associated
 

with foreign loans; thereby allowing NEA to relend both peso and dollar
 

resources denominated in pesos without maintenance of value. 
The coops
 

also have exempt status with respect to duties on imports and are not
 

subject to income taxes.
 

In! substance the GOP has required that individual coops (1)
 

cover all current operating costs, (2) amortize all capital costs 
 over
 

an extended period, and (3) pay a subsidized interest on capital
 

borrowed. 
Beyond these requirements, the GOP is prepared to absorb the
 

cost differential in return for the political, social and economical
 

benefits it anticipates.
 

Most of the projects financed under the GOP,.first-phase programs
 

are still in the procurement and construction stage. Financial records
 

of the coop program are therefore limited to data from the two pilot
 

coops. 
 Data are being developed for systems converted from private
 

franchise systems to coops.
 

The pilot systems at MORESCO/VRESCO have operating records of a
 

little over two years. Experience with these systems indicate that the
 

GOP's subsidized financing program is in fact required,including a grace
 

period on principal and interest of up to five years. 
 Both systems
 

have a small positive cash flow from operations, but this cash flow is
 

insufficient to meet both debt service and annual capital requirements
 

for additional customer connection within the existing grid network.
 

MORESCO is expected to show a net operating profit by 1975 while
 

VRESCO (self generating system) will show losses until 1979. 
Recent 

fuel oil price increases will further reduce VRESCO's profifibility. 
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VRESCO's higher depreciation costs (due to generating plant) contribute
 
to the delayed achievement of an operating profit vis-a-vis MORESCO,
 
but also result in a stronger cash flow position and therefore an ability
 

to finance line extensions.
 

Return on fixed assets (depreciated) for MORESCO is estimated at
 
7.6% in 1973, 9.4% in 1977 and 16% in 1982. 
For VRESCO the comparable 
figures are 4.5% in 1973, 5.4% in 1977 and 8% in 1982. 

The financial aspects of additional coops are expected to follow
 
much the same pattern, although self generating coops are becoming
 
increasingly less economical as fuel prices increases.
 

Converted systems e.g. former private franchise systems 
are
 
expected to show highly favorable financial returns in view of (a)
 
depreciated plant values (b) high number of customer connections and
 
(c) higher rate schedules carried over from the old systems.
 

Economic Returns
 

Measuring the economic return to the economy from rural electrification
 
projects (or for any power project) is at best a guestimate at this time.
 
In the CAP for the first loan no attempt was made to measure returns to
 
the economy. USAID is 
now working with NEA in 
an attempt to quantify
 
additional benefits such as 
savings in lighting over kerosene, electric
 
vs. diesel pump irrigation, electric vs. 
wood for cooking, etc.
 

Political and Other Benefits:
 

While the economic benefits of the Program are as yet imperfectly
 
measured, the GOP perceives very direct and immediate political
 
benefits from the program. 
Acceptance of the program at the local level
 
has been widespread and uniformly favorable. 
In addition, the relatively
 
good GOP record in following up promises with tangible action has greatly
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enhanced the creditability of the central government.
 
At the consumer level, response has also been exceptional at the
early stages. 
Local populations 
are donating all rights of way for the
 

coops and payment records on operating coops approach 100%. 
Force
 
account 
crews are working seven days 
a week in many cases to construct
 
the system and in one case 
(in the first Muslim coop), the construction
 
crews have come to work in the morning to find that the local people

had attempted to be helpful by erecting poles during the night.
 

In addition the electric coop program is beginning to reestablish
 
the cooperative 
as 
a creditable institution for promoting development
 
at the local level. 
Repeated disasters in the area of agricultural
 
coops (most of which were supported and financed by A.I.D. and its pre
decessor agencies) has left a persisting distrust of coops in the minds
 
of Filipinos at both the national and local levels. 
NEA's success,

assuming it proves out in the long run, will have fairly important impact

on the Filipinos attitude toward and willingness to use coops in other
 
areas in the future.
 

One emerging indication of this is NEA's early efforts to promote

small cooperative industries and cooperative associations for pump
irrigation. 
NEA is now sponsoring nine small Qoop ventures in fibercraft, 
wo
craft, bamboo handicraft, garmet making and embroidery. 
In each case

the local electric coop is acting as 
sponsor for the project. 
 In addition,

NEA is working jointly with the National Irrigation Administration in
sponsoring pump irrigation projects in eight provinces through irrigation

associations. 
The target for these systems is to serve a t0tal of 15,000
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hectares. In the case of the pump systems, NEA is providing general
 

managerial assistance and NIA technical assistance. NIA finances 

the pump sets and NEA the electric line extensions.
 

10. Implementation 

Implementation problems associated with the proposed loan are expected 

to be (a) effectively administering the increasing workload in system
 

construction, and (2) adjusting procurement procedures to reflect the
 

continuing problems of procuring and delivering imported commodities.
 

Construction problems will essentially be related to monitoring the
 

construction phase and utilizing the NRECA and engineering consultants to
 

assist NEA, the local coops, the A&E firms and the contractors themselves.
 

In procurement, some adjustment to current procedures will be required,
 

including consideration of advance procurement of commodities, some central
 

stock-piling and allowance of interchange of commodities between coops
 

to meet spot shortages.
 

In the first loan, A.I.D. required detailed project by project review
 

and approval of each coop (technical and economic) before procurement was 

allowed. Commodities in turn were programmed to be shipped directly to
 

individual systems. NEA's experience should allow consideration of some
 

relaxation in these procedures. Advance procurement of standard commodities
 

will be considered and some central stockpiling will be required to 

accommodate this approach.
 

The specific revisions required in implementation will be addressed
 

in the CAP.
 

11. Status of Project Development:
 

(a) Feasibility Studies, Coop Organization, etc.
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A tentative list of the next 22 electric coop systems has been
 

developed by NEA. 
A&E work is underway on eleven of these coops and
 

feasibility studies are underwayc 
the 	balance.
 

(b) 	Technical Assistance
 

Engineering assistance from Stanley Engineers (U. S.) 
and
 

management assistance from NRECA is already in place under the existing
 

A.I.D. loan and grant. 
 These teams are already assisting, as appropriate,
 

on the new projects.
 

(c) 	Capital Assistance Paper
 

An A.I.D./W loan officer and engineer are 
currently on TDY in
 

Manila to begin the preparation of the CAP. 
Assuming A.I.D./W concurrence
 

with the IRR, the loan paper will be finalized in Manila by early May
 

and presented for Bureau consideration in late May, with early June
 

authorization of the initial $5.0 million and the balance of $15 million
 

under the continuing resolution.
 

12. 	Points To Be Addressed During Intensive Review
 

It is recommended that the following aspects of the project be
 

addressed during the CAP preparation.
 

1. 	 Cost Estimates 

Because of the continuing cost escalations in imported commodities 

and 	the rapid increase in local costsin the last year, c~st estimates for
 

the program should receive special attention. This is requiredboth to get
 

a more accurate fix on the number of systems likely to result from the
 

loan 	and to alert the GOP to the magnitude of their required peso support.
 

2. 	Loan Level
 

Projected funding availabilities would permit a somewhat higher
 

level of assistance than the currently agreed $20 million level. 
A level
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of $25 million could, we believe, be handled within our funding
 
availabilities and NEA's absorptive capacity. 
The loan level should thus
 
be reviewed particularly in light of probable cost escalations.
 

3. 	Local Manufacture
 

One of the local institutional aspects addressed in this IRR is
 
the 	problem of initiating a study on the development of local manu
facturing capability for electrical system components. 
We have indicated
 
to NEA that one of our conditions of the loan might be agreement with the
 
GOP 	on a plan to study and develop this capacity. NEA has indicated that
 
it 	believes such a study would be worthwhile, however, no discussion has
 
yet 	been held with other key GOP agencies that would need to be involved.
 

NEA has, however, indicated that encouragement of local supply
 
would be fruitless if local firms could not bid competitively with foreign
 
suppliers. It is recommended that we agree in principle to consider this
 

and 	that this issue be addressed in the CAP.
 

4. 	Local ContractorCapability
 

In view ot the heavy workload ahead on the construction phase of
 
both the initial and proposed loan, an updated evaluation of local
 
contractor capability should be undertaken as part of the intensive review.
 
This review should also address the portion of work that can be undertaken
 
by force account and any training and technical assistance required for
 

local contractors.
 

5. 	Financial Analysis
 

A summary financial analysis of the operating coops should be
 

included in the CAP along with revised financial forecasts on the coop

model reflecting in particular revised fuel costs, related rate revisions,
 

impact on consumers, etc.
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6. Economic Analysis
 

While techniques for computing the economic return of rural 

electric coops are still imperfect, the CAP should attempt to measure 

this aspect as discussed in the IRR. 

7. Institutional Development
 

The intensive review will address the various institutional aspects
 

of the Rural Electrification program, e.g., NEA, A&E capability, local
 

coop progress and revisions required in the scope of technical assistance
 

for the Phase II loan.
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EM{IT II, Electric Cooperatives
 
proposed for new assistance
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STATUS OF ELECTRIC COOPERATIVES
 

AS OF . 

COOPE-RAT IVE s OP 
REG. 

.A. 
-. 

A E V. 
D 

BID UNDER 
CONST. 

PARTIALLY 
EN"ERGIZEO 

COM 
ENE 

I MOHESCO .... ... 
2. VRESCO 
3 L,..O , I .NORTE. ._ - _ .... 0 0 
4. LEYTE 0 -

5. SURIGAO SUR 0 
6 LA UION '0 0 
7. CAPIZ __... - 0 0 
8. ADRA .. ..... 0 0 
9. BOHOL 0 

50. LANAO SUR 0 

II. DAVAO NORTE '8_' _ 0 
12. CATANFjUANES ......... 0 . 0 
13. TALIM , RIZAL _ 

741 LEYTi" SUR 0 
15. ILOILO .. .._ _. 0 
16. LANAO NORTE ,_._ 0 
17. ALAAY ____. . . 0 0 0 
I6. BATANGAS . ... 0 _ 

19. QUEZON ...... _" 0 
20. AKLAN 0 0 
21. CEBU_ 0 0 
22. ZAM8. SUR 0 

23. 

24. 
MISAmIls 

ZAM60. 
Ct. 

NORTEoR _________o.,. 
0 

0___Ia___0 zzi _______ 

25 ZAhIBALES . 0 
26. PANGASINAN I 0__0 
27. NEGROS OR._ 0 I 
20. ANTIQUE .. . .. _ 0 I 
29. CAGAYAN _0- .... 

30. ISABELA 0 
31. NUEVA VIZCAYA . . .. 0 
32. COTABATO 0 
33. COTA -3ATO SUR I -' 0 
34, SUKIDNoN 0 
35. MARINDUQUE 0 0 
36 MINDO.Q 0 OP . -- . . ... . . . . . . 0 ... . -
37. CAMAR, SUR - " -r 0 

38a. S-ORFs.u'*0rI 1 - - ___ 

39. SULIJ I 
40, PA A0-

41. BULACAN _ _ __ 0 

42. LAGUNA 0+,_,_v,_____--_____ .... _ ___"___.... 0 -I 
43. CAVITE 0 I 

CON'TROL CEN4TER 10 
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EWIBIT III 

STATUS OF ELECTRIC COOPERATIVES 

AS OF__ 

COOPERATIVE F.S. L.A. E BID UNDER PARTIALLY COMP 
BI D CONST. ENERGIZED ENEIR 

46. KALINGA -APAYAO 0 
47.1 MINDORO OCC. .. . 0 

,_I -,- "" 

48. BENGUET _ 0 .0 
49K BATAAN 
50. BASILAN 

'"0__ 

0Q I_ 

0 

51. NEGROS OCC. 
52. NUEVA ECIJA 

a0 
0I 

I 

53. MAS13ATE 
54. SIQUIJOR 

Q 
0 

55.1 SU RIGAO DEL NORTE 0 I 
56. ROMBLON 0 . ... 

57. CAMIQUIN 

58. PALAWAN 

0 

0 0 

,_. 

59. DAVAO ORIENTAL 0 "_ 

60. BILIRAN 0 0 
61. AGUSAN SUR 0 ' 

62 NORTHERN SAMAR 0 
63. WESTERN SAMAR 0 - -_ 

64. EASTERN SAMAR 0 

65. TARLAC 0 ..... 
66. CENTRAL PANGASI NAN67. ',L)COS'SUR,.. 0 .0 -, "'" 

68. MISAMIS ORIENTAL 0 " ' ' 

69. SO. 1UEVA ECIJA ___0__ 

-__. 
I 

-
_ _ _ ..t 

K K7. 
,_... . _ 

i" 
, 

.. 

~ 

-

_ _ 



EXHIBIT IV
 

Procurement - AID Loan 492-H-028
 

1. The first USAID Financed bid package, part of which was rebid, 

totaled $6,213,884 for 13.2 KV line material for 10 cooperatives.
 

NEA exercised the option available in the 6 contracts that followed
 

the rebidding which increased this package to about $7.7 million.
 

2. The second bid package (bids to be opened April 16,
 

1974) is small and is composed primarily of 5 KVA transformers, which
 

were dropped from the first package due to their unavailability, plus
 

some miscellaneous tools, street lighting, 
large power transformers
 

and switches, all for the original cooperatives. This package is
 

estimated at $1,000,000.
 

3. NEA's third bid package (bids scheduled for opening mid-late
 

May, 1974) consists of material for several sections of 69 KV line
 

required for the following cooperatives: Southern Leyte; Aklan;
 

Antique; Surigao Sur; Lanao Norte; Cebin; Davao Norte. 
In addition,
 

Camarines Sur; Zambales; Batangas; Quezon; Negros Oriental; Iloilo;
 

Zamboango Albay; Pangasinan. This third bid package will total
 

approximately $10.5 million.
 

4. Combining the above procurement with costs of engineering and
 

excess property resultsin the following drawdown on the U. S. loan
 

for goods and services:
 

Stanley Engineering Services Contract $ 600,000 
IFB #i (4 contracts) 
 4o,2254
 
IFB #1 Addendum #2 (6 contracts) 7,293,600
 
IFB /2 1,O00,0OO 
IFB 1/3 
 10,500,000 
Excess Property 
 250,000
 



EXHIBIT V
 

Cost Estimates - 22 Cooperatives
 

The following 22 cooperatives are being considered for funding under 

the proposed loan. However it must be remembered that individual 

projects are selected on a case by case basis and these are for 

illustrAtive purposes only.
 

Cooperative f R(OOO)* -Totals ($000)
 

4,5o8
.1. Isabela 2,919 10,772 


2. :Marinduque' 1,588 6,653 2,569
 

3. Or. Mindoro 1,693 7,837 2,849
 

4. Palawan 1,455 7,304 2,532
 

5. Albay 164 1,025 315
 

6. Cam. Sur 161 9,604 1,578
 

7. W. Samar 838 5,403 1,635
 

8. Sulu 1,366 5,100 2,118
 

9. Zamboanga Sur 1,599 7,096 2,646
 

10. Zamboanga Norte 1,155 6,671 2,139
 

11. Agusan Norte 1,343 19,863 4,273
 

12. Agusan Sur 1,199 7,472 2,301
 
874 1,745
13. Bukidnon 5,906 


14. Misamis Occ. 748 4,635 1,432
 
165 237 200
15. Misamis Or. 


16. Surigao N. 1,191 6,751 2,097
 
1,839
17. N. Cotabato 927 6,181 


18. Sultma Kudarat 558 4,959 1,289
 

19. Maguindanao 1,263 8,405 2,503
 

20. So. Cotabato 1,181 6,911 2,200
 

21. Davao Sur 1,090 7,218 2,155
 

22. Davao Or. 1,145 7,346 2,228
 

Total 24,532 153,349 47,151
 

* = $1.00)
 



Exhibit VI
 

PARAMETERS FOR DETERMINATION OF VIA13LE
 
RURAL EICTRIC COOPERkATIVE
 

I. Financial 

Under present NEA Feasibility Study analysis a project loan has
 
been considered financially feasible when the projected operating
 
revenues exceed projected operating expenses and expected debt
 
service obligations, in sufficient amounts to maintain a minimum
 
operating cash level approximating 2-1/2% of accumulated undepre
ciated plant investments, all under the following parameters:
 
(1) Interest rate - 3% for purchased power coops and 2% for coops 

with self-generation.
 

(2) Maximum loan term - 35 years.
 

(3) Maximum periorli of interest and principal repayment deferral 

5 years. 

(4) Maximum average selling price of electricity during the planning
 
period - 25 centavos/kwh sold.
 

(5) Minimum consumer connection level during the planning period 

3,000 

(6) Average domestic consumption at the end of five years of operation 

approximataly 50 kwh/mo. 

2. Technical
 

A rural electric cooperative is considered technically feasible if it
 
fulfills the following requirements:
 

(1) Standard voltages are eniployed for transmission and distribution
 
systems to ensure economical and readily available sources of
 
commodities both initially and in the future.
 

(2) Power transformer installations and rain transmission and distri
bution systems are designed with sufficient capacity to supply

forecasted loads for not less than 10 years.
 

(3) Distribution systems are designed for not more than 10% volatage
drop or regulation not exceeding 8% for load leve z to be 
expected during the first 10 years of oparation. 

(4) Transmission and distribution systems will be desighed to
 

provide full area coverage.
 

(5) Systems will be designed to provide 24-hour reliable service.
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Assuming a coop is designed and constructed to the technical
 
criteria, it must also show financial viability within the
 
parameters of the financial criteria. 
Within these parameters

each system must show reasonable prospects of covering operating
 
expense, service of principal and interest and coverage at a
 
reasonable depreciation allowance on plant investment.
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;; JALL STUEET JOURNAL, March 26, 1974 

"A New Definition" 
contract been a new"There'sIs." detinitinn of what &says th'a top ..conomlst for ane Pautomotive.products company. These days,Ih Ca N jlieadds, "a price Isn't necessarily fied justany Contracts w 

ren't orth Paper 
lev re Pine d Onpricing 

Scarcities and Cost Hikes 
Lead Suppliers to Void, 
Alter' Old Agreements 

Plea for Understadnding 

BV RArH'e-r E. lmWi 
tff.Rportr ofTH Z VALIS T . TOL"nAI 
Early last summer, Cincinnati Gas . 

Electric Co. ordered some p ,mp.i for a new
electric power plant at a price of $70,000. 

Rccenly. says William Dickhoner, senior
vice pre. idont of the utility, the supplier 
came back to CG&E and said he couldn't 
deliver the puip:.i for less than SIO1,000. ,ut
the utility refused to pay tho new price, the 
e:ccutive adds, was toand able locate an-
other supplier who agreed to provide the 
pumps for .57,000. 

"That's the kind of thin we're expert.
encing constantly," 'Mr. D Ihoner com-

plains. "A contract 
used to be a contract.

Now It's another stage in the negotiations." 


The experience of Cincinnati Gnz & Elec-

tri o wmonths
companies of sites and tesel around Uib 

,country, as a combination of soaring pricev,
shortages of materials and .ztrong demand' 
for Items ranging from chemicals to metalproducts has produced a rash of what Is no' 
more than v,'el~hing on contracts. In some" 
cases, a supplier.is genuinely unable to de-
liver the iteni at any price because he sim-
pry can't get thO necessary raw imaterials 
for fabrication. nut far more often, thre sup.
plier Is willing ond able to provide the prod-
uct ordered hut Insists on getting a higher
price than had been stipulated In the con-
tract. 

because it's specified inthe contract." 
This change is significant for several 

reason. First, of course,worsening inflation, it contributes tosince long-term con. 
tracts normally are a stabilizing factor In.swings. Furthermore, there s a ipple effect. For Instance, some valve ma.u. 

facturers are telling customers that they
can't supply valvesbecause founrtde3 at egreed-upon prlce3won't honor their con

Lparts.tract price commitments to supply cast 

tAlso, the less rigld adherence tI con.tracts makes corporate planning more diffl
cult. Production and pricing decision3, for
example, are far more complex when It'simpossible to cont on firm contract prices 
for raw materials. 

The primary factor behind the fallurs tohonor contracts is the soaring price of raw 
materials, ranging from copper, zinc, steel 
scrap and other metals to petroleum prod.
ucts, paper and natural rubber. One widely
watched index of wholesale prices of 22
commodities is 56%up from a year ago.
Sonic companies have experienced materi.
als cost increases even greater than that.
Ferrous foundries, for Instance, are payin;
two or three times as much for steel scrap,
their basic raw material, as they (id when 
they signed sales agreements a year ago.
Many say they simply can't absorb the 
extra expense and continu in business. 
An InorabI4ReptiationI"Unail tepic eoion 

"Until the price explosion of recent 
a supplier would be willn to loae money supplying an Item until the end of
 

the contract to maintain his 
reputation for
 
honoring contracts," says Herbert DeBorde,
Svice president-material3 for 'Motorola Inc.'s 

consuer-products group. "Now, though,
they just can't stand it" he says, because
 
they would be losing money on a whole
 
range of products instead of one or two, and

the magnitude 
of lo3s would be far greater.
 

"In some cases, :iuch as certain cheml
cals, our supplier's raw materials prices
 
rose 50%for or
count S0%nore, and raw acof materialsthe. cost of the 1i-oducts'they supply us," says a tire-company pur.
chasing agent. "We can't demand that a 

supplier deliver under a fixed price In a sit
uation Ilke that."
 

http:supplier.is
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Broken Promises: Buyers LearnMany Contracts Are Worthless 
A second major reason why suppliers are 


forcing prices above 
M A


fi;r,,d upon those previously 
-

Is that they simply have
mti;cie tie Continued From Page Oneto get away withi it. In today'3 econ. makes Its own computation of thecosts and aren't cos'amy, Vwith trying to profiteer. Oftenits many shortages, the seller such basic commodities as steel, wood, poften .s many Cusorimers c 

the buyer is feeling a cost squeeze, too, and tics and copper. "If the price of copper gt:.. " h% 
ger for his out. is downright sympathetic.huyers are scrtmblin.- for up up 15%, and copper Is:i. ".:-. seller's Irk." ye "'e understand that'our suppliers' half the cost c'-an't hold a are going up, coats component,nun.; - to the fire any and we're wiliing to yield on we don't expect tha '-ornoormore than so lo:ig some contract terms," says 

to go up mrre than 7"*%. We may ag.eor he will atake his product elsewhere', say' 
spokesman pay more than the contract specifies, buta chulmical.company purchasing agent. 

for an Akron-based tire company.. "We'rebusiness for the long 
in insist on JustlficatIon."*."Wehad agreements with major mer-

term and don't intend Another way supplierschanldisrs under which we 
Ito destroy'our suppliers. And we would hope prIces is through insisting 

obtain hIgwere honoring a that ourset price for a customers would be on favorableyear," says one East Coast standing too. They 
a little under. terpretaton of gray areas In existinghave beenProducer of private-brand hardware. In some tracts. For examniple, coal supply"No eases."c contrrgoig back to then, for priceev'ery .si review Suppliers use have clauses providing, among other thirmonths. Workin,- to our advantage tu secure price 

many different approaches that buyers pay any added costsi.; the fact that the retailers don't have an 
higher than contracts pro- from government result 

vlde. Sometimes health-and-safety reg,altrnat they march rf.,ht Intosource of supply." the tlions.customer's office and 
"And In a stron.g market such as tdemand aThc situation L.; far higher the customerfrom uniform, h'.- price; In other 

Is more' apt to agrce thatever. Whiie casos,biuyers of chemicals, p!;. mic. 
they just bill a ship. individual (worker) was added for he,castin.,s and 

enLt at prices above the contract level,a number of other items fre- and safety reasons,
quently are willi., Eut It Isn't always done in those ways. 

and pay the addedto pay prices higher than In lilgher'prces," saysOften the seller says ho Ote3 Bennett,sp.cif;ed in the contract, en can't get materials president, Northsome otheir American Coalitcm purchasers to fill the contract, or gives some Corp.are staliding firin, other ex-cuss to nullify prior major utility supplier.""'u have gon ngreements. Then heto Eome customers As a by-product of theaked for more 
al sellM his output at a highir price current situat!money and been succe-sful to other the writing o newIn u.ers. If a contract customer contracts ha becoa fc,,, cases, calls, hebut not very many," -ay.3 a I. much more painstaking,told that the supplier could go out 

and an Incre,..pokesman for Jervi3 B. Vebb Co., Detroit. 
intu the number of agreements thesemarket and buy the day3 are

bazcd rroducer needed Item-at a cluding escalatorte-r... of materials handling sy5. clauses. Such clau"21o!t of them higher co't than usual.say, 'Well, you're a "I'm sure which usually providecontrcior. Sometimnes in my own mind that we have tractual for' automatic cyou get ricit prica adjustmpentsorn' tim.e arid a number of suppliers who are failing to de. 
to reflect bigyou don't.' laborr liver because they think 

or materials costs, were, untilSo."e supply contracts the contractare written ti.I'lly is too low," 
price cently, restricted to only a few Industries.enough hnt buyers could says the purchadIng director forgo to court But evento en- a Pennsylvania capital-goods company, 

without formal escalaclauses, it seems certain thatth:eIt.'n a numberfor'ce them.to Put whesue. rel'tz'ely , bv 'ofew ,hyer. "Butfo!;v., that lin't the reason theyStill another are using." buyers will givel~roi.h. "If approach often In to supplier demandsyuu ,get tiu reputationi of he'r..,maior companies 
used by the ground that it v'ould beaonpor' Is renegotiation. "We bad buslne.that Is quirck to go to court, -,ip. do otherwIse. Suppliers,[picr, haven't walked away from any legally bind-

these buyers rmight not be willing to deal son, shouldn't%,N. in contracts," says be forced into unprofita.you", explains a top officialMr. Dickioner of Cincinnati Corp.'s paper group. 
of Mead dealings-nnd It they ar, so forced,
M,3 & Elctric. "But the present sell. will probably 

t
 
aid justifiably,er's.market give buy.Furthermore, gives us bargainingniany buyers powerlsupplers believe 'thit renegotiate agreements that don't provide 

to 
a 

poor service.are merely tnrying, to PR,3 IF..,reasonable return. We can offer "We can't expect ,ainto the future and get the supplies at a loss at a toto rewrite 3trong as it time when Istuer demand ysn Huh D. u
the contract, something you couldn't do chairman of Reliance Electricwhen there was Co.,some slack in the Industry." land-based producer 

a Cle, 
P.'!yers, of course, of automation equdo what bargaining ment. "Frankly,they can at such sessions. Fnr Instance, Mo-

I'd drag my heels In meIn.- a contract, too, Ittorola's Mr. I were shipping IvDeBorda says hl company under market prices." 
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LOAN AGREEMENT 

LOAN AGREEMENT dated the 711A day of August, 1974, 

between THE GOVERNMENT OF THE REPUBLIC OF THE PHILIPPINES 
("Borrower"), THE NATIONAL ELECTRIFICATION ADMINISTRATION 

("NEA") and the UNITED STATES OF AMERICA, acting through the 
AGENCY FOR INTERNATIONAL DEVELOPMENT ("A. I. D. "). 

ARTICLE I 

The Loan 

SECTION 1. 01. The Loan. A. I. D. hereby agrees to lend to the 

Borrower, for the use of the National Electrification Administration 

(NEA), pursuant to the Foreign Assistance Act of 1961, as amended, up 

to Eighteen Million United States Dollars ($18, 000, 000) ("Loan") to assist 

in financing certain foreign exchange costs of goods and services required 

for the Project as defined in Section 1. 02 hereof. Goods and services 

financed hereunder are hereinafter referred to as "eligible Items", and 

the aggregate amount disbursed hereunder is hereinafter referred to as 

"Principal". 

SECTION 1. 02. The Project. As used in this Agreement, the 

"Project" shall mean (a) the construction of up to fifteen (15) rural 

electric cooperatives ("Cooperatives") and (b) the further development 

of the institutional and managerial capacity of NEA. 

ARTICLE II 

Loan Terms 

SECTION 2. 01. Interest. The Borrower shall pay to A. I. D. inter

est which shall accrue on the outstanding balance of tLe Principal and any due 
and unpaid interest at the rate of 2%per annum for 10 years following the 
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date of the first disbursement hereunder and at the rate of 3%per 

annlm thereafter. Interest on the outstanding balance shall accrue 

from the date of each respective disbursement (as such date is 

defined in Section 7. 03), and shall be computed on the basis of a 

365-day year. Interest shall be payable semi-annually. The first 

payment of interest shall be due and payable no later than six (6) 

months after the first disbursement hereunder, on a date to be 

specified by A. I. D. 

JECTION 2.02. Repayment. The Borrower shall repay to 

A. I. D., the Principal, within forty (40) years from the date of the 

first disbursement hereunder in sixty-one (61) approximately equal 

semi-annual installments of Principal and interest. The first install

ment of Principal shall be payable nine and one-half (9-1/2) years after 

the date on which the first interest payment is due in accordance with 

Section 2. 01. A. I. D. shall provide the Borrower with an amortization 

schedule in accordance with this Section after the final disbursement 

under the Loan. 

SECTION 2.03. Application, Currency, and Place of Payment. 

All payments of interest and Principal hereunder shall be made in Unitrd 

States dollars and shall be applied first to the payment of interest due 

and then to the repayment of Principal. Except as A. I.D. may otherwise 

specify in writing, all such payments shall be made to the Controller, 
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Agency for International Development, Washington, D.C., U. S.A., 
and shall be deemed made when received by the Office of the Control

ler. 

SECTION 2. 04. Prepayment. Upon payment of all interest 
and refunds then due, the Borrower may prepay, without penalty, all 
or any part of the Principal. Any such prepayment shall be applied to 
the installments of Principal in the inverse order of their maturity. 

SECTION 2. 05. Renegotiationof the Terms of the Loan. 
The Borrower agrees to negotiate with A.I. D. at such time or times 
as A. I.D. may request, an acceleration of the repayment of the Loan 
in the event that there is any significant improvement in the internal 
and external economic and financial position and prospects of the 

country of the Borrower. 

ARTICLE III 

ConditionsPrecedentto Disbursement 

SECTION 3. 01. Conditions Precedent to Opening Letters of 
Commitmentfor Procurement of Materials. Prior to the first dis
bursement or to the issuance of the first Letter of Commitment under 
the Loan, the Borrower, or NEA, as appropriate shall, except as A. I. D. 
may otherwise agree in writing, furnish to A. I. D., in form and substance 

satisfactory to A. I. D.: 
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(a) an opinion of the Secretary of Justice of the 

Borrower on behalf of Borrower and NEA that both Borrower 

and NEA possess full power and authority to carry out all
 

obligations undertaken hereunder, 
 that this Loan Agreement
 

has been duly authorized or ratified by, and executed on
 

behalf of, the Borrower and NEA, 
 and that this Loan Agree

ment is a valid and legally binding obligation of the Borrower
 

and NEA in accordance with its terms;
 

(b) statements of the names of the persons holding or 

acting in the office of the Borrower and NEA specified in 

Section 9. 02 together with evidence of their authority and 

specimen signatures of each person specified in such statement, 

certified as to their authenticity by either the person render

ing the legal opinions pursuant to Section 3. 01 (a) 
or the persons
 

executing this Loan Agreement;
 

(c) an agreement providing for the relending of the Loan 

proceeds from Borrower to NEA, such relending to be on terms 

and conditions satisfactory to A. I. D. ; 

(d) an executed amendment to its existing engineering 

services contract for the Project, currently being financed under 

A. I.D. Loan 492-H-027, for a period of two years beyond August 31, 

1974; 

(e) a formal NEA rate policy approved by its Board of 



Administrators; 

(f) a revised NEA Board of Administrators Policy 

Determination setting forth the Economic and Technical 

Parameters for qualifying Cooperatives; 

(g) a reviewed and updated NEA Implementation 

Review of Approval Procedures checklist for approval of 

Cooperatives; 

(h) an NEA procurement and warehousing plan for 

the commodities to be procured under this loan. 

SECTION 3.02. Terminal Dates for Meeting Conditions 

Precedent. If all of the conditions specified in Section 3. 01 shall 

not have been met within 120 days from the date of this Agreement, 

or such later date as A. I. D. may agree to in writing, A. I. D., at its 
option, may terminate this Agreement by giving written notice to the 
Borrower and NEA. Upon the giving of such notice, this Agreement 

and all obligations of the parties hereunder shall terminate. 

SECTION 3. 03. Notificationof Meeting of Conditions Precedent 
to Disbursement. A. I. D. shpll notify the Borrower upon determination 

by A. I. D. that the conditions precedent to disbursement specified in 

Section 3. 01 have been met. 
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ARTICLE IV
 

General Covenants and Warranties
 

SECTION 4. 01. Execution of the Project. (a) The Borrower 

and NEA shall carry out the Project With due diligence and efficiency, 

and in conformity with sound engineering, financial, administrative and 

planning practices. In this connection, NEA shall employ, or insure that 

the Cooperatives employ, suitably qualified and experienced consultants 

to be professionally responsible for the design and execution of the 

Project and suitably qualified and competent construction contractors 

to carry out the Project. 

(b) The Borrower and NEA shall cause the Project to be carried 

out in conformity with all of the plans, specifications, contracts, 

schedules, and other arrangements, and with all modifications therein, 

approved by A. I. D. pursuant to this Agreement. 

SECTION 4.02. Funds and Other Resources to be Provided by 

Borrower. The Borrower shall provide promptly, as needed, all funds, 

in addition to the Loan, aind all other resources required for the timely 

and effective execution, maintenance, repair, and operation of the 

Project, on the further condition that these contributions by the Borrower 

shall constitute at least 25% of the costs of the entire Project. 

SECTION 4. 03. Continuing Consultation. The Borrower, NEA 

and A. I. D. shall cooperate fully to assure that the purpose of the Loan 
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will be accomplished. To this end, the Borrower, NEA and A.I. D. 

shall from time to time, at the request of either party, exchange 

views through their representatives with regard to the progress of 

the Project, the performance of the consultants, contractors, and 

suppliers engaged on the Project, and other matters relating to the
 

Project.
 

SECTION 4.04. Management. Borrower and NEA shall provide 

qualified and experienced management for the Project, and NEA shall 

train such staff as may be appropriate for the maintenance and operation 

of the Project. 

SECTION 4. 05. Utilization of Goods and Services. 

(a) Goods and services financed under the Loan shall be used 

exclusively for the Project, except as A. I. D. may otherwise agree in 

writing. Upon completion of the Project, or at such other time as 

goods financed under the Loan can no longer be usefully employed for 

the Project, the Borrower and NEA may use or dispose of such goods 

in such manner as A. I. D. may agree to in writing prior to such use or 

disposition. 

(b) Except as A. I. D. may otherwise agree in writing, no goods 

or services financed under the Loan shall be used to promote or assist 

.any foreign aid project or activity associated with or financed by any 

country not included in Code 935 of the A. I. D. Geographic Code Book as 
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in effect at the time of such use. 

SECTION 4. 06. Taxation. This Agreement, the Loan and 
any evidence of indebtedness issued in connection herewith shall be 

free from, and the Principal and interest shall be paid without
 

deduction for and free from, 
any taxation or fees imposed under the 
laws in effect within the country of the Borrower. The proceeds of 

the Loan shall not be used for the payment of taxes, tariffs, duties 

and other levies in effect in the country of the Borrower with respect 

to (a) any contractor, including any consulting firm, any personnel of 
such contractor financed hereunder, and any property or transactions 

relating to such contracts and (b) any commodity procurement trans
action financed hereunder. To the extent that persons or entities in 

(a) and (b) immediately above are not exempt from identifiable taxes,
 
tariffs, duties, 
and other levies imposed under laws in effect in the
 

country of the Borrower, the Borrower shall, 
as and to the extent 

prescribed in and pursuant to implementation letters, pay or reimburse 

the same under Section 4.02 of this Agreement with funds other than 

those provided under the Loan. 

SECTION 4.07. Operation and aintenance. The Borrower and 

NEA shall insure that the Cooperatives operate, maintain, and repair the 
electric distribution systems financed under this Loan in conformity with 
sound engineering, financial, and administrative practices and in suc 
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manner as to insure the continuing and successful achievement of 

the purposes of the Project. 

SECTION 4. 08. Disclosure of Material Facts and Circum

stances. 
 The Borrower and NEA represent and warrant that all facts 

and circumstances that they have disclosed or caused to be disclosed to 

A. I. D. in the course of obtaining the Loan are accurate and complete, 

and that they have disclosed to A. I. D., accurately and completely, all 

facts and circumstances that might materially affect the Project and 

the discharge of their obligations under this Agreement. The Borrower 

and NEA shall promptly inform A. I. D. of any facts and circumstances
 

that may hereinafter arise that might materially affect, 
or that it is
 

reasonable to believe might materially affect, the Project or the dis

charge of the Borrower's or NEA's obligations under this Agreement. 

SECTION 4.09. Commissions, Fees, andOtherPayments. 

(a) Borrower and NEA warrant and covenant that in connection 

with obtaining the Loan, they have not paid, and will not pay or agree to 

pay, nor to the best of their knowledge has there been paid nor will there 

be paid or agreed to be paid by any other person or entity, commissions, 

fees, or other payments of any kind, except as regular compensation to 

the Borrower's or NEA's full-time officers and employees or as compensa

tion for bona fide professional, technical, or comparable services. The 

Borrower and NEA shall promptly report to A. I. D. any payment or 
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agreement to pay for such bona fide professional, technical,
41 or 
comparable services to which it is a party or of which it has knowl

edge 	(indicating whether such payment has been made or is to be
 
made on a contingent basis), 
and if the amount of any such payment 
is deemed unreasonable by A. I. D., the same shall be adjusted in a
 

manner satisfactory to A. I. D.
 

(b) The Borrower and NEA warrant and covenant that no
 
payments have been or will be received by the Borrower or NEA 
or 
any official of the Borrower or NEA, in connection with the procure

ment of goods and services hereunder, except fees, taxes, or similar 

payments legally established in the Philippines. 

SECTION 4. 10. Maintenance and Audit of Records. The 
Borrower and NEA shall maintain, and cause the Cooperatives assisted 
by this Loan to maintain, in accordance with sound accounting principles 

and practices consistently applied, books and records relating both to 
the Project and to this Agreement. Such books and records shall, with

out limitation, be adequate to show: 

(a) 	 the receipt and use made of goods and services acquired 

with funds disbursed pursuant to this Agreement; 

(b) 	 the nature and extent of solicitations of prospective 

suppliers of goods and services acquired; 

(c) 	 the basis of the award of contracts and orders to success

ful bidders; and 



- 11 

(d) the progress of the Project. 

Such books and records shall be regularly audited, in accordance with 

sound auditing standards, for such period and at such intervals as 

A. I. D. may require, and shall be maintained for five years after the 

date of the last disbursement by A. I.D. or until all sums due A. I. D. 

under this Agrccment have been paid, whichever date shall first occur. 

Auditing of the Cooperatives shall be by independent qualified auditing 

firms. 

SECTION 4. 11. Reports. The Borrower and NEA shall furnish 

to A. 1. D. such information and reports relating to the Loan and to the 

Project as A. I. D. may request. 

SECTION 4.12. Inspections. The authorized representatives 

of A. I. D. shall have the right at all reasonable times to inspect the 

Project, the utilization of all goods and services financed under the Loan, 

and the Borrower's, NEA's and the Cooperatives' books, records, and 

other documents relating to the Project and the Loan. The Borrower 

and NEA shall cooperate with A. I. D. to facilitate such inspections and 

shall permit representatives of A. I. D. to visit any part of the country 

of the Borrower for any purpose relating to the Loan. 
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ARTICLE V 

Special Covenants and Warranties 

SECTION 5. 01. Borrower's Covenants. Pursuant to Section 

4. 02 and except as A. I. D. may otherwise agree in writing, the Borrower 

covenants and agrees: 

(a) To make available to NEA on a timely basis peso funds
 

required for implementation and completion of the Project; and
 

(b) To assist NEA to carry out the Project or cause the 

Project to be carried out with due diligence and efficiency in conform

ance 
with sound engineering, construction, financial and management 

practices and any plans, specifications, contracts, schedules or other 

arrangements approved by A. I. D. 

(c) To absorb any maintenance of value (MOV) risks on behalf
 

of NEA and the Cooperatives.
 

SECTION 5. 02. NEA's Covenants. Except as A. I. D. may other

wise agree in writing, NEA covenants and agrees: 

(a) To carry out the Project, or cause the Project to be carried 

out, with due diligence and efficiency and in conformity with sound engineer

ing, financial, administrative and management practices and in accordance 

with the plans, policies and determinations required by Sections 3. 01 (e), 

(f), (g) and (h) herein, and any contracts and procurement arrangements, 

and modifications therein, approved by A. I. D. pursuant to this Agreement. 
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(b) To present to A. I. D. for its approval the proposed amend

ment to the engineering services contract required by Section 3. 01 (d) 

herein, and any proposed new contract between NEA and a consultant for 

professional engineering services to be financed under this loan, and any 

later amendments to any of such contracts. 

(c) That the Cooperatives' retail power rates will be fixed to 

result in rates that will conform to the requirements of the formal rate 

policy specified by Section 3. 01 (e) herein. 

(d) That any change in the rate policy statement submitted pur

suant to Section 3. 01 (e) will be in consultation with A. I. D. prior to the 

making of such change. This provision in no way changes, affects or 

modifies Section 3. 01 (e). 

(e) That commodities procured under this Loan will not be 

released to individual electric cooperatives until after compliance with 

the requirements set forth in the revised implementation review and 

approval checklist as required by Section 3. 01 (g) herein, and certification 

thereto by the Board of Administrators and the consulting engineers, as 

appropriate. 

(f) To provide A. I. D. with supporting updated feasibility studies 

approved by its engineering consultant on each Cooperative to be financed 

from this Loan prior to the release of commodities procured under the 

Loan to said Cooperatives. 

(g) To present to A. I. D. a plan and program for the evaluation 
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ofthis Project in form and substance satisfactory to A. I.D. 
 Such 

plan to be submitted to A. I. D. no later than three months from the 

date of this Agreement. 

ARTICLE VI 

Procurement 

SECTION 6. 01. Procurement Source and Origin. Except as 
A. I. D. may otherwise agree in writing, disbursements made pursuant 

to Sections 7. 01 and 7. 02 shall be used exclusively to finance the pro
curement for the Project of goods and services having both their source 

and origin in countries included in Code 941 of the A. I. D. Geographic Code 
Book as in effect at the time orders are placed for such goods and services. 

NEA will be encouraged to open its international bidding to local sources 

with any successful local bidders being paid from other than Loan proceeds. 

SECTION 6. 02. Eligibility Date. Except as A. I. D. may otherwise 
agree in writing, no goods or services may be financed under the Loan which 
are procured pursuant to orders or contracts firmly placed or entered into 

prior to the date of this Agreement. 

SECTION 6. 03. Goods and Services Not FinacedUnderLan. 

Goods and services procured for the Project, but not financeAnder the 
Loan, shall have their source and origin in countries included in Code 935 
of the A. I. D. Geographic Code Book as in effect at the time orders are 
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placed for such goods and services. 

SECTION 6. 04. Contracts. Except as A. I. D. may otherwise 

agree in writing: 

(a) All bid documents and documents relating to the solicitation 
of proposals for goods and services financed under the Loan shall be ap

proved by A. I. D. in writing prior to their issuance. 

(b) All contracts financed under this Loan shall be approved by 
A. I. D. in writing prior to their execution. A. I. D. shall also approve in 
writing the selection of the contractor and such contractor personnel as 
A. I. D. may specify. Material modifications in any of such contracts 
and changes in any of such personnel shall also be approved by A. I. D. in 

writing prior to their becoming effective. 

SECTION 6.05. Reasonable Price. No more than reasonable 

prices shall be paid for any goods or services financed, in whole or in 
part, under the Loan, as more fully described in Implementation Letters. 
Such items shall be procured on a fair and, except for professional 

services, on a competitive basis in accordance with procedures therefor 

prescribed in Implementation Letters. 

SECTION 6. 06. Shipping and Insurance. 

(a) Goods financed under the Loan shall be transported to the 
country of the Borrower on flag carriers of any country included in 
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CoAe 935 of the A. I.D. Geographic Code Book as in effect at the time 

of shipment. 

(b) (i) Gross tonnage. At least fifty percent (50%) of the 

gross tonnage of all commodities (computed separately for dry bulk 

carriers, dry cargo liners and tankers) financed hereunder which may 

be transported on ocean vessels shall be transported on privately-owned 

United States-flag commercial vessels. 

(ii) Revenue. Additionally, at least fifty percent (50%) 

of the gross freight revenue generated by all shipments financed here

under and transported to the Philippines on dry cargo liners shall be paid 

to or for the benefit of privately-owned United States-flag commercial 

vessels. 

(iii) Compliance. Compliance with the requirements of 

(i) and (ii) above must be achieved with respect to cargo transported
 

from U.S. ports and also to cargo transported from non-U. S. 
 ports,
 

computed separately.
 

(iv) Reporting. Within ninety (90) days following the end 

of each calendar quarter, or such other period as A. I. D. may specify in
 

writing, Borrower 
or NEA shall furnish A. I. D. with a statement, in form 

and substance satisfactory to A. I. D., reporting on compliance with the 

requirements of this Section. 

(c) No such goods may be transported on any ocean vessel (or 

aircraft) (i) which A. I. D., in a notice to the Borrower, has designated 
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as ineligible to carry A. I. D. -financed goods or (ii) 
 which has been
 

chartered for the carriage of A. I. D. -financed goods unless such
 

charter has been approved by A.I.D.
 

(d) If, in connection with the placement of marine insurance 

on shipments financed under United States legislation authorizing 

assistance to other nations, the country of the Borrower, by statute, 

decree, rule, or regulation, favors any matine insurance company of 

any country over any marine insurance company authorized to do business 

in any state of the United States of America, goods procured from the 

United States and financed under the Loan shall, during the continuance 

of such discrimination, be insured against marine risk in the United 

States of America with a company or companies authorized to do a 

marine insurance business in any state of the United States of America. 

(e) The Borrower or NEA shall insure, or cause to be insured,
 

all goods financed under the Loan against risks incident to their transit
 

to the point of their use in the Project. Such insurance shall be issued 

upon terms and conditions consistent with sound commercial practice, 

shall insure the full value of the goods, and shall be payable in the cur

rency in which such goods were financed. Any indemnification received 

by the Borrower under such insurance shall be used to replace or repair 

any material damage or any loss of the goods insured or shall be used to 

reimburse the Borrower or NEA for the replacement or repair of such 

goods. Any such replacements shall have both their source and origin in 
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countries included in Code 941 of the A. I. D. Geographi2 Code Book
 

and shall be otherwise subject to the provisions of this Agreement.
 

SECTION 6. 07. Port Charges. With respect to ocean
 

freight costs which qualify as eligible for financing under the Loan,
 

A. I. D. will finance ninety percent (90%W) of all ocean freight costs
 

of each shipment, and ninety-eight percent (98%) of such costs on
 

any shipment under free-out terms. The remaining ten percent
 

(10%), 
 or two percent (2%) of free-out shipments, represent port
 

charges in the Philippines and Borrower covenants that it 
 shall make
 

available foreign exchange in accordance with procedures which may be
 

prescribed by A. I. D. in Implementation Letters.
 

SECTION 6. 08. Notification to PotentialSuppliers. In order 

that all United States firms snall have the opportunity to participate 

in furnishing goods and services to be financed under the Loan, the
 

Borrower or NEA 
 shall furnish to A. I. D. such information with regard 

thereto, and at such times, as A. I. D. may request in Implementation 

Letters. 

SECTION 6. 09. United States Government-owned Excess Property. 

NEA shall utilize, with respect to goods financed under the Loan to which 

the NEA takes title at the time of procurement, such reconditioned United 

States Government-owned Excess Property as may be consistent with the 
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requirements of the Project and as may be available within a reasonable 

period of time. NEA shall seek assistance from A. I. D. and A.I. D. will 

assist the NEA in ascertaining the availability of and in obtaining such 

Excess Property. A. I. D. will make arrangements for any necessary 

inspection and of acquisition, and all charges incident to the transfer 

to the NEA of such Excess Property, may be financed under the Loan. 

SECTION 6. 10. Information and Marking. Borrower and NEA 

shall give publicity to the Loan and the Project as a program of United 

States aid, identify the Project sites, and provide other markings or 

publicity as prescribed in Implementation Letters. 

ARTICLE VII
 

Disbursements
 

SECTION 7. 01. Disbursement - Letters of Commitment to 

United States Banks. Upon satisfaction by the Borrower and NEA of 

conditions precedent, NEA may, from time to time, request A. I. D. to 

issue Letters of Commitment for specified amounts to one or more 

United States banks, satisfactory to A.I. D., committing A. I. D. to re

imburse such bank or banks for payments made by them to contractors 

or suppliers, through the use of Letters of Credit or otherwise, for 

costs of goods and services procured for the Project in accordance with 

the terms and conditions of this Agreement. Payment by a bank to a 

contractor or supplier will be made by the bank upon presentation of such 
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sueporting documentation as A. I. D. 
 may prescribe in Letters of 

Commitment and Implementation Letters. Banking charges incurred 

in connection with Letters of Commitment and Letters of Credit 

shall be for the account of the Borrower and may be financed under 

the Loan. 

SECTION 7. 02. Other Forms of Disbursement. Disburse

ment of the Loan may also be made through such other means as the 

Borrower, NEA and A. I. D. may agree to in writing. 

SECTION 7. 03. Date of Disbursement. Disbursements by 
A. I. D. shall be deemed to occur, in the case of disbursements pursuant 

to Section 7. 01, on the date on which A. I. D. makes disbursement to the 

Borrower, to its designee, or to a banking institution pursuant to a
 

Letter of Commitment.
 

SECTION 7.04. Terminal Date for Disbursement. Except as 

A. I. D. may otherwise agree in writing, no Letter of Commitment, or
 

other commitment documents which may be called for by another form
 

of disbursement under Section 7. 02, or amendment thereto, shall be
 

issued in response to requests received by A. 
 . D. after December 3 I, 
1977 and no disbursement shall be made against documentation received 

by A. I. D., or any bank described in Section 7. 01 after June 30, 1978. 

A. I. D., at its option, may at any time or times after June 30, 1978 

reduce the Loan by all or any part thereof for which documentation was 
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no received by such date. 

ARTICLE VIII
 

Cancellation and Suspension
 

SECTION 8. 01. Cancellation by the Borrower. 
 The Borrower, 

may, with the prior written consent of A. I. D., by written notice to 

A. I. D., cancel any part of the Loan (i) which, prior to the giving of 

such notice, A. I. D. has not disbursed or committed itself to disburse, 

or (ii) which has not then been utilized through the issuance of irrevocable 

Letters of Credit or through bank payments made other than under irre

vocable Letters of Credit. 

SECTION 8. 02. Events of Default; Acceleration. If any one or
 

more of the following events ("Events of Default") shall occur:
 

(a) the Borrower shall have failed to pay when due any interest
 

or installment of Principal required under this Agreement;
 

(b) the Borrower or NEA shall have failed to comply with any 

other provisions of this Agreement, including, but without limitation, 

the obligation to carry out the Project with due diligence and efficiency; 

(c) the Borrower shall have failed to pay when due any interest 

or any installment of Principal or any other payment required under any 

other loan agreement, any guaranty agreement, or any other agreement 

between the Borrower or any of its agencies and A. I. D. or any of its 

predecessor agencies. 
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(d) any action by any governmental authority shall be
 

instituted to dissolve or disestablish NEA or to suspend its opera

tions, or a substantial part thereof;
 

(e) any right, privilege, or other legal authority necessary 

for the conduct of NEA's operations for the completion of the Project, 

or for carrying out of the terms of this Loan Agreement, is revoked, 

cancelled, or denied in such manner as to make it improbable that NEA 

will be able to perform its obligations under this Loan Agreement or 

that the Loan provided for herein will substantially fulfill the purposes 

for which it has been established; 

Then A. I. D. may, at its option, give to the Borrower or NEA notice 

that all or any part of the unrepaid Principal shall be due and payable 

sixty (60) days thereafter, and, unless the Event of Default is cured 

within such sixty (60) days: 

(i) such unrepaid Principal and any accrued interest 

hereunder shall be due and payable immediately; and 

(ii) the amount of any further disbursements made 

under then outstanding irrevocable Letters of Credit 

or otherwise shall become due and payable as soon as 

made. 

SECTION 8. 03. Suspension of Disbursement. In the event 

that at any time: 
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(a) An Event of Default has occurred; 

(b) An event occurs that A. . D. determines to be an extra

ordinary situation that makes it improbable either that the purpose
 

of the Loan will be attained or that the Borrower or NEA will be able
 

to perform their obligations under this Agreement; 
 or 

(c) Any disbursement by A. I. D. would be in violation of the 

legislation governirc A. I. D.; 

(d) The Borrower shall have failed to nay when due any interest 

or any installment of Principal or any other payment required under any 

other loan agreement, any guaranty agreement, or any other agreement 

between the Borrower or any of its agencies and A. I. D. or any of its 

predecessor agencies; 

Then A. I. D. may, at its option: 

(i) suspend or cancel outstanding commitment documents 

to the extent that they have not been utilized through the 

issuance of irrevocable Letters of Credit or through bank 

payments made other than under irrevocable Letters of 

Credit, in which event A. I. D. shall give notice to the 

Borrower promptly thereafter; 

(ii) decline to make disbursements other than under out

standing commitment documents; 

(iii) decline to issue additional commitment documents; 
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(iv) at A. I. D. 's expense, direct that title to goods 

financed under the Loan shall be transferred to A. I. D. 

if the goods are from a source outside the country of 

the Borrower, are in a deliverable state and have not 

been off loaded in ports of entry of the country of the 

Borrower, in which event A. I. D. shall give notific;. cion 

to the Borrower promptly thereafter. Any disburse

ment made or to be made under the Loan with respect 

to such transferred goods shall be deducted from 

Principal. 

SECTION 8. 04. Cancellation by A. I. D. Following any sus

pension of disbursements pursuant to Section 8. 03, 
 if the cause or
 

causes for such suspension of disbursements shall not have been
 

eliminated or corrected within sixty (60) days from the date of such
 

suspension, A. I. D. may, at its option, at any time or times thereafter, 

cancel all or any part of the Loan that is not then either disbursed or 

subject to irrevocable Letters of Credit. 

SECTION 8.05. Continued Effectiveness of Agreement. 

Notwithstanding any cancellation, suspension of disbursement, or 

acceleration or repayment, the provisions of this Agreement shall con

tinue in full force and effect until the payment in full of all Principal 

and any accrued interest hereunder. 
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SECTION 8.06. Refunds. 

(a) In the case of any disbursement not supported by valid 

documentation in accordance with the terms of this Agreement, or 

of any disbursement not made or used in accordance with the terms 

of this Agreement, A. I. D., notwithstanding the availability or exercise 

of any of the other remedies provided for under this Agreement, may 

require the Borrower to refund such amount in United States dollars 

to A. I. D. within thirty (30) days after receipt of a request therefor. 

Such amount shall be made available first for the cost of goods and 

services procured for the Project hereunder, to the extent justified; 

the remainder, if any, shall be applied to the installments of Principal 

in the inverse order of their maturity and the amount of the Loan shall 

be reduced by the amount of such remainder. Notwithstanding any other 

provision in this Agreement, A. I. D. 's right to require a refund with 

respect to any disbursement under the Loan shall continue for five years 

following the date of such disbursement. 

(b) In the event that A. I. D. receives a refund from any con

tractor, supplier, or banking institution, or from any other third party 

connected with the Loan, with respect to goods or services financed under 

the Loan, and such refund relates to an unreasonable price for goods or 

services, or to goods that did not conform to specifications, or to services 

that were inadequate, A. I. D. shall first make such refund available for the 

cost of goods and services procured for the Project hereunder, to the extent 
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justified, the remainder to be applied to the installments of Principal 

A' 

in the inverse order of their maturity and the amount of the Loan shall 

be reduced by the amount of such remainder. 

SECTION 8. 07. Expenses of Collection. All reasonable costs 

incurred by A. I. D., other than salaries of its staff, in connection with 

the collection of any refund or in connection with amounts due A. I. D. by 
reason of the occurrence of any of the events specified in Section 8. 02 
may be charged to the Borrower and reimbursed to A. I. D. in such manner 

as A. I. D. may specify. 

SECTION 8.08. Nonwaiver of Remedies. No delay in exercising 

or omission to exercise any right, power, or remedy accruing to A. I. D.
 

under this Agreement shall be construed as a waiver of any such rights,
 

powers or remedies.
 

ARTICLE IX 

Miscellaneous
 

SECTION 9. 01. 
 Communications. Any notice, request, document, 

or other communication given, made, or sent by the Borrower, NEA, or 

A. I. D. pursuant to this Agreement shall be in writing or by telegram, cable, 
or radiogram and shall be deemed to have been duly given, made, or sent to 

the party to which it is addressed when it shall be delivered to such party 

by hand or by mail, telegram, cable or radiogram at the following addresses: 
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To Borrower:
 

Mail Address; 
 National Economic and Development 
Authority

P. 0. Box 1116 
Manila, Philippines 

Cable Address: NEDAPHIL 

To NEA:
 

Mail Address: 
 National Electrification Administration 
1050 Quezon Blvd. Extension 
Quezon City, Philippines 

Cable Address: NEAPHIL 

To A.I.D.:
 

Mail Address: 
 United States Agency for International 
Development 

c/o American Embassy 
Manila, Philippines 

Cable Address: USAID/AMEMB MANILA
 
Other addresses may be substituted for the above upon the giving
 

of notice. 
 All notices, requests, communications, and documents submit
ted to A. I. D. 
 hereunder shall be in the English language, except as A. I. D. 
may otherwise agree in writing. 

SECTION 9. 02. Representatives. For all purposes relative to this 
Agreement, the Borrower will be represented by the individual holding or 
acting in the Office of Director General, National Economic and Development 
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Authority; NEA will be represented by the individual holding or 

acting in the office of Administrator, NEA; and A. I. D. will be 

represented by the individual holding or acting in the office of the 

Director of the United States A. I. D. Mission to the Philippines.
 

Such individuals shall have the authority to designate additional
 

representatives by written notice. 
 In the evert of any replacement 

or other designation of a representative hereunder, Borrower or 

NEA shall submit a statement of the representative's name and 

specimen signature in form and substance satisfactory to A. I. D. 

Until receipt by A, I. D. of written notice or revocation of the
 

auth.:rity of any of the duly authorized representatives of the
 

r'orrower or NEA designated pursuant to this Section, it 
may accept 

the signature of any such representative or representatives on any 

instrument as conclusive evidence that any action effected by such 

instrument is duly authorized. 

SECTION 9.03. Implementation Letters. A.I. D. shall from 

time to time issue Implementation Letters that will prescribe the 

procedures applicable hereunder in connection with the implementation 

of this Agreement. 

SECTION 9. 04. Promissory Notes. At such time or times 

as A. I. D. may request, the Borrower shall issue promissory notes or 

such other evidences of indebtedness with respect to the Loan, in such 
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form, containing such terms and supported by such legal opinions 

as A. I. D. may reasonably request. 

UponSECTION 9. 05. Termination Upon Full Payment. 

payment in full of the principal and of any accrued interest, this 

Agreement and all obligations of the Borrower, NEA and A. I. D. 

under this Loan Agreement shall terminate. 

IN WITNESS WHEREOF, Borrower, NEA and the United States 

of America, each acting through its respective duly authorized repre

sentatives, have caused this Agreement to be signed in their names 

as of the day and year first above written.and delivered 

UNITED STATES OF AMERICAREPUBLPINES 


d E. arcosWilliam H. Sullivan 

Title: President, Republic of the Title: Ambassador to the Republic 

Philippines of the Philippines 

By: M A 
Thomas C. Niblock"yamon R. Ravanzo 

Title: 'h an, Board of AdministratorsTitle: Director, USAID/Philippines 

Vtional Electrification 
Administration 
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UNITED STATES GOVERNM&yr 

Memorandum 
To : Distribution 

DATE: June 5, 1979 

FROM ASIA/PD/EA:MMPehl 7p
 

SUBJECT: PHILIPPINES - Project No. 492-0314
 
A.I.D. Loan No. 492-T-034A
 
Rural Electrification II
 

Attached for your information and files is 
a copy of Amendment No. 1 to
 

subject Loan Agreement.
 

Attachment: a/s
 

Distribution:
 
FM/LD:Arthur Smith (Original)

FM/BFD:JO'Neill 
 619 SA 12, Mail Stop 6

FM/FCD:DGBaker 534C SA 12, Mail Stop 6Desk Appropriate Country 516 SA 12, Mail Stop 6

(Route to Director and Desk Officer)

ASIA/ISPA:HPetrequin, BOupuis (Indonesia) 
 4214 NS, Mail Stop 4
ASIA/ISPA:HPetrequin, DMelville (So. Pac./ASEAN) 4214 NS, Mail Step 4
ASIA/PT:DSteinberg, RNachtrieb (Philippines) 
 4218 NS, Mail Stop 4
ASIA/PT:DSteinberg, RTaylor (Thailand) 
 4216 NS, Mail Stop 4
GC/ASIA:HMorris 
 6312 NS, Mail Stop 4


ASIA/PD/ENGR: RMacDonald
 
ASIA/TR:TMArndt 
 609 RPC
ASIA/DP:RHalligan 
 3208.NS, Mail Stop 4
SER/CM/.D: JMurphy 
 703 PP

DS/DIU (2) 
 105 RPC
 

USAID/ N/A
 

(Loan/Grant Aireement Distribution List)
 
.Iu Buy U.S. Savings-Bonds Regularly on the PayrollSavins lan 



A.I.D. Loan No. 492-T-034A
 

A.I.D. Project No. 492-0314
 

AMENDMENT NO. 1 

TO
 

PROJECT LOAN AGREEMENT
 

BETWEEN
 

THE REPUBLIC OF THE PHILIPPINES
 

and the
 

UNITED STATES OF AMERICA
 

for
 

RURAL ELECTRIFICATION II
 

Dated: May 3, 1979
 



AMENDMENT NO. 1 TO LOAN AGREEMENT NO. 492-T-034
 

THIS AGREEMENT, entered into as of this 3rd day of May
 

1979, between the GOVERNMENT OF THE REPUBLIC OF THE PHILIPPINES
 

("Borrower"), the NATIONAL ELECTRIFICATION ADMINISTRATION ("NEA"),
 

and the UNITED STATES OF AMERICA, acting through the AGENCY FOR
 

INTERNATIONAL DEVELOPMENT ("A.I.D."),
 

WITNESSETH THAT
 

WHEREAS, A.I.D., the Borrower, and the National Electrification
 

Administration entered into a Loan Agreement No. 492-T-034 (the
 

"Agreement") on August 7, 1974 to provide $18,000,000.00 for the
 

Project; and
 

WHEREAS, A.I.D. has subsequently agreed to eliminate the re

quirement that the Borrower make foreign exchange vailable to
 

finance a portion of the port charges as specified in Section 6.07
 

of the Agreement;
 

THEREFORE, the Borrower, NEA and A.I.D. hereby agree to amend
 

the Agreement as follows:
 

Section 6.07. Port Charges. The entire section is deleted.
 

The deletion of this section is effective immediately for new Letters
 

of Commitment and will be effective for shipments made on o after
 

May 6, 1977 subject to receipt, by the Letter of Commitment bank,
 

of an amendment to the existing Letter of Commitment. This Amendment
 

makes no provision for repayment or reimbursement of payments made
 

by the Borrower prior to May 6, 1977.
 

http:18,000,000.00
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Except as hereinabove expressly amended the said Agreement
 

shall continue in full force and effect in accordance with all of
 

its terms.
 

IN WITNESS WHEREOF, the parties to said Agreement, each acting
 

through its duly authorized representative, have caused this
 

Amendment to be signed in their names and delivered as of the day
 

and year first above written.
 

REPUBLIC OF THE PHILIPPINES UNIT ATES OF AME CA
 

Gerardo P. Sica' 
 ee~rM. Cody
 

Title: Minister of Economic Planning Title:
 
Directo-Gener1) Director
 

National Economic & U.S. Agency for 
Development Authority International Development 

By:_ _ _
 
Pedro G. Dumol
 

Title:
 
Acting Administrator
 

National Electrification
 
Administration
 



A.I.D. Loan No. 492-T-034A
 

A.I.D. Project No. 492-0314
 

AMENDMENT NO. 1
 

TO
 

PROJECT LOAN AGREEMENT
 

BETWEEN
 

THE REPUBLIC OF THE PHILIPPINe
 

and the
 

UNITED STATES OF AMERICA
 

for
 

RURAL ELECTRIFICATION II
 

Dated: May 3, 1979
 



AMENDMENT NO. 1 TO LOAN AGREEMENT NO. 492-T-034
 

THIS AGREEMENT, entered into as of this 3rd day of May
 
1979, between the GOVERNMENT OF THE REPUBLIC OF THE PHILIPPINES
 
("Borrower"), the NATIONAL ELECTRIFICATION ADMINISTRATION ("NEA"),
 
and the UNITED STATES OF AMERICA, acting through the AGENCY FOR
 

INTEPATIOMAL DEVELOPMENT ("A.I.D."), 

WITNESSETH THAT
 
IHEREAS, A.I.D., the Borrower, and the National Electrification
 

Administration entered into a
Loan Agreement No. 492-T-034 (the
 
"Agreement") on August 7, 1974 to provide $18,000,000.00 for the
 

Project; and
 

WHEREAS, A.I.D. has subsequently agrea :o eliminate the re
quirement that the Borrower make foreign exchange 
vaiable to
 
finance a portion of the port charges as 
specified inSection 6.07
 

of the Agreement;
 

THEREFORE, the Borrower, NEA and A.I.D. hereby agree to amend
 

the Agreement as follows:
 

Section 6.07. Port Charges. 
 The entire section isdeleted.
 
The deletion of this section iseffective immediately for new Letters
 
of Commitment and will be effective for shipments made on o0 after
 
May 6, 1977 subject to receipt, by the Letter of Commitment bank,
 
of an amendment to the existing Letter of Commitment. This Amendment
 
makes no provision for repayment or reimbursement of payments made
 
by the Borrower prior to May 6,1977.
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Except as hereinabove expressly amended the said Agreement
 

shall continue in full force and effect in accordance with all of
 

its terms.
 

I'N WITNESS W,!HEREOF, the parties to said kreement, each acting 

through its duly authorized representative, have caused this 

Amendment to be signed in their names and delivered as of the day 

and year first above written. 

REPUBLIC OF THE PHILIPPINES UNIT TATES OF AME CA
 

By: B_________11 

Cody
Gerardo P. Sicat r~e~rM. 


Title: Minister of Economic Planning Title:
 
(Director-General) Director
 

National Economic & U.S. Agency for
 
Development Authority International Development
 

By: __ _ _ _ _ _ 

Pedro G. Dumol 

Title:
 
Actinq Administrator
 

National Electrification
 
Administration
 



PHILIPPINE RURAL ELECTRIFICATION p 

Loan No. Project No. Title DT-STRT DT-CMP 
492H027) 
492H028 4920248 Rural Electrification (I) 7/71 - 9/79 

492T034 4920314 Rural Electrification II 7/74 - 6/80 

492T036 4920888 Rural Electrification III 8/76 - 9/81 

492T043 4920306 Rural Electrification LV 9/76 - 9/81 


