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1.

Financial Arrangements
General

Financial arrangenients to attain medium-term (Phase I} targets arc sought taking into account
potential funds. However, quantitative study is limited to the use of projected Internal Reyve-
nue Allotment (IRA). In this connection, this Chapter addresses to identify financial shortfall
with reference (o available IRA for this sector and to seck comprehensive logistics in terms of
acquisition of various funds, augmentation of current practices in the Government assistance

to this sector and effective investments and cost recovery.

Available funds (IRA) during the medium-term development period are projected in use of
computer-based programs that allow for the future application to include additional funds that
arc available, Figurc 11.1.1 shows the sector budget allocation in the dilferent administrative
levels to come up with total funds available in the province. Figure 11.1.2 illustrates the
manner of sector fund allocation to respective municipalities from the national and provincial
govemments with a detailed study flow availing IRA. Interfaces between provincial govern-

ment and municipalities/barangays arc also presented in the same figure.

Distribution of IRA to respective municipalitics is contemplated in assumption of various

factors based on the experiences as of 1997.

The Investment Coordination Committee (ICC) of NEDA adopled a policy “to support the
financing of devolved activities with social and/or cavironmental-objectives™ based on three
constderations, namely: Equity, Externalities and Economies of Scale. The new cost-sharing
arrangement was put into practice this year, which clearly limited the national government
subsidy for Level I water supply to 5™ and 6™ class municipalitics up to a maximum of 50%
of the total project cost. For sanilation facilitics, the national govemment subsidy for 3" to 6"
class municipalities shall be from 50% to 70% of the total project cost. In this connection, [i-
nancial study for Level T water supply and sanitation improvement was conducted for those

municipalitics meeting the above conditions.

Projection of IRA

‘The projection of IRA to the relevant sector for Phase I period is made covering different ad-

ministrative levels. Current manner of allocation by the national gaverninent is directed to
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FIGURE 11.1.2

GENFRAL FLOW OF FINANCIAL ARRANGEMENTS FOR RELEVANT SECTOR DEVELOPMENT
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three different goveramental levels; provinee, municipality and barangay. Municipal fund

available for this sector is calculated as a swin of municipal and provincial allotments. Figure

11.2.1 shows the catculalion procedure with assumptions and Tables 11.2.1 and 11.2.2 pres-

cnt caleulation results, Cateulation process is further deseribed as follows:

(1)

(2)

(3)

(4)

Projection of annual IRA to all L.GUs in the Philippines from 1999 to 2003

The IRAs come from 40% of past and /or projected national intemal revenue taxes from
1996 to 2000 (3rd fiscal year preceding the cusrent year). Projections for national inter-
nal revenue taxes. “This ratio is based on the Local Government Code in 1991,

Distribution of nationat total IRA to each administrative unit

Based on the Local Government Code, 1RA is distributed by administrative level as fol-

lows:
Provinces 23%
Cilics 23%
Municipalitics 34%
Barangays ‘ 20%
Distribution of national total IRA to the subject province by provincial, municipal and ba-

rangay level

With reference to allocation of national ‘lRA by administrative leved, provinces and mu-
nicipalilies are based on weighted 3 factors: population, land arca and number of admin-
istrative units. In this analysis, however, the dis&ibution percentage experienced in 1998
15 simply employed in projecting IRA for the period 1999-2003 (refer to Table 6.22,

Main Report and Supporting Report}. Allotments to barangays are added to the IRAs for
municipalitics (P80,000 times the number of barangays).

Projection of available IRA to the relevant sector by administrative unit of the province
According to the Provincial Annual Report in 1997, about 0.16% of provincial IRA was

availed for the water sﬁpply and sanitation scctor. Referring to the experience in other

provinces, provincial allocation to the relevant sector is assumed to be 4%. This means
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Table 10.2.1 Profecied Tntercal Revenvew AMotment for Medism-Term Sector Development

. L s o Ui P )OO0
e R 1399 2000 2001 1002 2003 Total
[t 46%% of Actuab Projected Nations] Toter i) o n
Revenue Tases o tha 3rd Fiscal Year 91.830,4807 104,049, 7600 V15,801,280 127.443,5201 142,317,600] 534,459,040
preceding the curiect year . :
2 Intemal Revoue Allotmenl t3 all LGUs T
(2) province (23%) ILE2L510] 23,931,445] 26.634294] 29¥13.482 32,733,048] 134,424.225
(2) cities (23%) 2LR22,540] 23901445} 26,634,274] 29,313,482 32,733,043) 134,434,775
(€ municipatities (3424) 32,259,363] 35338918[ 39,372,435] 43,312,973 43,327,984 l9§,729,674|
() baraagays {20%) 18,976,006 20,809,951 23,160,255] 25439984 23,463,5201 116,899, B08;
(e} haral IRA 1o s LG LY 94,880,430 104,045,760] 115,801 2800 127.446.920} 142317600 584,899,044
3 Pidjected IRA to Subject Provirce by -
Administiptive Linil
(a) province 142688 206,139 296,197 N 354,021 b.4935.025
(8) municipatitiescity inclading barangays 587,143 640,533 708,956 76,119 B5X344| 3,576,761
Alegria 18958 13,018 14,380 15,735 12,453 12,537
Bacuag 12,641 13, 15,269 16,13} 1%,601 17,037
Basilisa (Rizahy 17,903 13,423 21,373 23307 . 5% 107,784
Buipes 1815 8,538 9.444 - 50,348 11,49% 42,654
Cagdianao 16,024 1744 13,310 L2140 23476 © 8144
Claver 17588 13,175 21,219 23,241 FR%H ] 107,049
Dupa 15,387 16,617 18,232 §9.8312 21873 51,914
Dot Caren 12,375 13,414 14,7590 16.073 13,761 - 14,375
Dinagat 12,55% 13,680 1y [6,541 18,35% 16,257
General Lena 12,054 13,072 14,317 15,670 1131 72,433
Gigaguil 14,650 1597 17,663 19,335 23,459 89,102
iy {ATor) 16,352 12,808 19,675 21,52 23,887 w9.215]
Loreta 14,833 £6,189 12327 19,650 21,848 90,450
Aainit 15,896 12.23¢ 13,04 20,317 23,604 G5,979
Malinong 13,368 14,549 16,066 17,565 19,433 81037
Palar 10,308] | 10,183 12316 1344 14,851 £2,107
Placer 15,292 [6.613 1330 19,992 22,4371 §2,347
San Renity 8,678 5470 10,435 11,432 1.1 52,907
San Francisco (Anav-Aop) 11014 11,55} , lJ,Z-iSI 14,491 16,081 66,829
San Isidro 59104 10,119 R IR 129870 7 de390] 59,957
San Jose 15088 16,445 18,195 9,929 2,142 9 1,783
Sants Manica (Sapas) 9,459 19295] 13,36 VzA18 13,64 " - s1aD
Sison 1,267 12,263 13,549 14 806 16,421 68,297
Soxceng £4,552 15,838 17,532 19,191 21,308 83.441
Surigan City {(Capital) 11061 259,552 288,379 316,95} 353423 1,435,368
Tagana-An 11531 12,537 13,823 15,105 16,136 69,736 .
Tubzjoa 9,291 11,218 12,4491 S 13576 15,076 £2,559 i
Tubod 1,301 12323 13,634 14,913 16,59] 43,732
(<) Provineial Total B353,834 906,614 1005, 6531 1,502,771 L221.364|  5.074,79
4 Projec fund of IRA to Relevant Sector by
Administrative Unit
{2) province 8,707 10,646 11,843, 13,040 14,561 59,801
{b) municipalities including barangays 23486 2561 28,353 3tonn 34534 143,070
Alegria ’ 473 521 518 629 693 2,501
Bacuag 506 552 611 . 85 4 3o
Basilisa (Rizaly HE, 17 B55 532 1,631 43D
Burgos ' 313 "Ml 378 414 460 §.504]
Capdianaa 641 655 172 846 935 3.897
Claver 4 157 849 $30 1.033 4,282
Dupa 614 655 18 193 373 3,677
Del Cannen 495 331 590 641 e 2,975
Drinagat 502 543 . 603 662 134 3,030
General Luns . 432 523 535 623 693 2,500
Gigaguit 336 633 707 m 85¢% 3,564
L& (Albor) 654 m 787 861 455 3,970
Lowcto ) 648 M1 186 373y 3,618]
Maian 636 691 1 831 920 3,839
Malinooo 535 582 623 703 730 3.2
Pitar 412 448 493 . 537 331 2,484
Placer 612 655 Fi2 00 885 3,693
San Gepito . ’ 347 379 416 450 31 2014
San Franciseo (Anac-Aon 441 480 330 380 643 2673
San bsidro 397 : 411 476 519 376 2,393
San Lase 603 658 128 797 836 3,672
Santa Manica (Sapao) 3739, 442 455 497 351 2,293
Sison 451 431 512 392 657 2,713
Socarre 581 634 T 768 852 35188
Surigao City {Capital) F.482 10,382 11,533 12,678 14137 58215
Taganz-An 461 501 553 6 659 2,789
Tubzjon 412 447 436 $42 603 2,502
Tubod 432 493 548 597 651 2,781
{€) Proninciat Toval 33,193 35,267 40,206 44,111 45,003 202,872
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Table 11,2.2 Projecied Allotment of IRA (o the Relevant Sector by Component, 1999-2003

Unit: 1,000 peso

Provinee/Muvicipality Urban Water | Rural Water Urban Rural Total
e Supply ~ Supply Sanitation Saunitation o
1. Province . 16,143 13.657  AGBISE  4.384] 59.80)
2. Municipatities N R T
Alegia e 1L an| a5 290
_ Bacuag . 11 I MU | S A X T
Basitia(Riza) N 2717 67 T 243 63l 43
Burgos e b e 25 3590 1081 1,906
Cagdianao o A 3475 352 ] 0 3857
_Clhayver N N AT 345 3] 4,282
Dapa T 8e37 360 978 401 3677
| DelCarmen ] 1 2,699 236 .39 2975
 Dipagat - 2,450 176 425 3,050
| General Luna | 1731 549 365 24 2900
_Gigaquit | 2,399 561 04 1 3564
JLabjolAlbery | 2544 394 285 747 3970
Lorelo 2,393 L | 1,128 1 3,615
O Maiit e EY{Il 1,523 754 o1l 31,839
| _Malimono 1 2,818 9% 184 44 3,241
- Pilar 352 L7280y 931 2600 2484
Placer b B 2,154 886 ‘ 54 3,694
| San Benito ] ~_LI89 917 s 13 2,116
| San Francisco {(Anao-Aon) 427 1,767} 478 _ 2,673
San Isidro B o 2,206 180] a2 2,30
San Jose 3,192 478 o 2 3,672
. Santa Montica (Sapao} o 850 M2 N 730 ~ 2,293
Sison N 2,398 N 215 119 2,132
Socorro 388] 1,335 635 679 3,538
Surigao City (Capital) ~ 16,420 28,068 13,727 58,21—51
__Tagana-An . o 407 537 1,006 840 . 2,189
Tubajon o 1,987 200 196 nep 2,502
Tubod ' ) ¢09 1,842 2,751
Total 76,007 55471 44,570 26,818 202 872

that 20% of "20% Development Fund” from national IRA is counted on scctor projects,

The same percentage is applied for the allocation of municipal IRA to the scctor.

(5) Available IRA of municipalitics by sub-sector

Available municipal fund for the four companents (urban and rural water supply, and ur-
ban and rural sanitation) is estimated as a sum of respective components in combination
of those allocaled from the province and distributéd in each municipality. Distribution of
scctor tofal fund to sub-components both in thc-provincial and municipal levels is, in

priﬁcip]e, arranged 1n proportion to the direct construction cost required for Phase { De-

velopment.
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11.3

With regards to the distribution of provincial IRA for urban water supply to respective
municipalitics, weighing method with ranking is employed, which will be discussed in
detait in Section 11.4. For the other components, provincial IRA is distributed to munici-

palitics m proportion to their required costs in Phasc 1 (refer to Table 11.2.2),

The proviacial IRA to the sector during the period 1999-2003 is estimated at B59.8 mil-
lion. In the municipal IRA, Basilisa has the largest IRA allotment with P4.3 million
(3.0% to total municipal IRA) followed by the municipality of Claver (£4.28 million).
Projecied IRA allotment to Surigao City is 1258.2 million.

Urban water supply had the largest altolment with 38.4% of the total IRA (B77.9 million
out of the P202.9 million for the period 1999-2003).  Rural water supply has 27.7% of
the total IRA (B56.2 mullion). Rural sanitation is alloited #25.5 million and is smaller
than the allotment for urban sanitation of P43.3 million. As a resuli, about 60% of avail-
able IRA is allotted to urban sector. The proportion of IRA allotment for the sub-sectors

differs by municipality and depends on their priority sub-sectors.

Adagditional Funding Requirements

Anmnual cost required for the whole provinee during the medivm-term development is surma-
rized in Table 11.3.1 referring to the study results in Chapter 10. The toial cost required cov-
crs physicat contingency; 10% of the direct cost and price contingency; 7% per year covering
the direct cost and physical contingency and value added tax. Details of implementatibn ar-
rangements for annual investment are shown in Table 11.3.1, Supporting Report. The re-

quired cost excluding price contingency was also shown in the Table to compare with avail-

able IRA on a current price level.

Table 11.3.2 presents additional funding requirements of the province on the current price
level (or shortfall in funding), which are figured out comparing with available fund for the
relevant sector (IRA) in the province over the Phase [ requirements. Other funds such as
thosc provided by foreign assistance and local tax portions are kept blank to supplement upon
confirmation of additional funds available. Out of the investment cost of 113345 miltion re-
quired for Phase I (1999-2003), 1RA can fund 202.9 millibn or 58.8% of the requirements.
Hencee, there is a big shorifall of B142.5 million in fundihg. It will become R173.8 million in

consideration of price escalation with annual rate of 7%.
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Municipal achicvement percentages in finance arc shown in ‘Fable 11.3.3 in provision of
available fund originated by IRA against Phase 1 financial requircments. The altotied IRA in
calculation for Surigao city, Loreto, Placer and Tubod is sufficicnt with more than 100%
achicvement. The municipalitics of San Francisco and Santa Monica are also expected to
achicve higher tevel with more than 90%. The exceeding amount of the city/municipality
allotted from provincial IRA may be redistributed to other municipalities. Others are in the
range between about 20% and 90% to the requirements, while pravincial achicvement is 59%

in average.

‘Table 11.3.1 Financing Requirement by Sector Component for the Province

- - : . Unit: 1,000 pesos

Total Total
Scctor Componenis 1999 2000 2001 2002 1003 19%%- | 20042010
2001 B
goirectCost _ _ - o
1. Direct Construction Cost _ o ~ _ L
Urban Waler Supply I . ~ e
| LevelIll System I, _______OF_JS.&IQ*_QJJIE.._-HJ19 28879 144.396) __ 526,432
____Rurol Woter Suroiy R
| Leyel Jl System 11.419]__11.419 1 ol __©] 22838  _ q
| levglRFacilities i Q 6344 9,516 92,516 6334 gi.nz 43‘4:13[
| Urban Senifation. .. . .. . B - SG0

T Household toilel o 59 14 134l gol _an| . isy

[~ Public school toifet ol " zost] —aqal 443l 20s4f 14769 5854
Pyhlic toilel 0 1445 2.168f_ 2,168} 1445 1226 1.097
Disinfecti f Lexel 1 Deen Well and Shellow | 4 7 ] 7 1 32 {
___fural Senitation . |
___1louseheld toilet 0 18 117 1124 73} . 389]_ . 34643

. Public sehool tojlet 1] 3425 SH38)  SA3R| 34251 a2l 390

| _Disinfegtioa of Level 1 Deen Weld and Shaliow 11 20/ 20 20 20 89 18]
{/than Severaee NA NA_ ] NA NIA MN/A NIA ) 562655
Sub-tofal 11.434]  54.681 G850 64850 432421 232.037] _1.133.923
I fcfe/Equinment/Mainteaance {ools . . .. —— e
| Well ddlline rig and service tiuck with crane 0l . ol ... .0 ] 0l o] __._ 26782
{ _ . Support yehicle 1] 5 0 Q 0 590 9
| Wetl rehabilitation covinment Q 2%8 (i) _G 0 280 (1]
| Majnicnance tools 58 84 &84 S6). 2R {
| Wa i ing ki _ 1) 3 5 § 3 15 1
Sub-total 0 979 89 gl 39 __L6S_ . _ _20.782
| 3 Water Oualitv Laborstory 2,032 [¥] 0 1] O] 203 ___ .0
4. Secior Mangzenient Cost
| Eneingerine Stusdies R
| Feasibility studv and detail desien 135020 2925 0 0 6l 21421 52891
L Construclionsynesnvision 451 2172 2,583 2.583 1.222) 9546 23,507
lastiuticniol Develooment 5220 4,781 2.567 i wiki 1.283] 15574 52891
I _ __.Sub-total 19.179] 14891 5150 4.299 1005 46,541 126,289
Total Direct Cost 32.644 70421 J0.088 69,238 45.306] 288,781 131004

Contingencics : -

__i_Physical Contingency 3264 1048 1.009 59241 4.631] 28316 ,f,,ULOQZ]
|2 Price Contingeacy. 25148 11.234 17330 23670} 20,5058 75273 .. N.A]
|3, Vaiye-Added fnx (VAD 23421 6.562 £.752 6,752 45021 2738 . _ NAI

. _Total Investmeni Cost 41.165] 953331 1010990 106,584]  75.942) 420,248] 1,441,048

Tetal Investment Cost {excluding Price Contingency) | 38,651 84.005]  83.849] R2.914) 554393 334950 1,441,048
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11.4

if.4.1

Medium-Tern Implementation Arrangements

Financial requirements to meet Phase 1 target coverage are substantial.  However, projected
funding available (IRA) in apptication of past frend revealed that considerable amount of ad-
ditional fund must be arranged. Under this situation, reference scenatios are discussed with
the assumption of difterent levels of funding availability with reference to service coverage.
Alternative countermeasures are also discussed in view of (1) acquisition of external funds,
(2) augmentation of sector finance under current arrangements (IRA and others), (3) intro-

duction of private sector participation to mitigate public investment needs, and (4) effective

and cconomieal investments.

Reference Scenarios in Different Funding Levels

Achievement levels of service coverage in the target year are examined in assumption of five
funding levels. 1t is regarded that the service coverage is inereased in proportion to the in-
vestment during Phase 1 period. The relationships between funding levels and corresponding
percentages of seivice coverage are illustrated in Figure 11.4.1 and Figure 11.4.2 for water
supply and sanitation sectors, respectively. The scrviee coverage for the water supply scetor

in the year 2000 would not sustain cven the present levels in the provision of only projected
RA

Three reference scenarios are discussed on different levels of funding. These scenarios will
be referred to in combination of aliernalive countermeasures discussed in Secction 11.4.2.
Using compuiee-based programs, these scenarios may be modified by policy makers accord-

ing to the updated information and policy on available fund and scctor targets.
(1} The 1arst Reference Scenario

No funding constraints are considered in this scenario to realize Phase I development as
g §

planned. This scenario is too optimistic based on the past experiences.

{2) The Second Rcfercncé Scenario

An intermediate scenario with 50 - 75 %-funding ranges are considered. Urban and rural
water supply coverage in the year 2003 is attained between 74-77% and between 77-81
%, respectively. For urban and rural sanitation (houschold toilets), coverage will reach to
70-72% and 69-72% respectively on the assumption that required private invesiments are

followed,

P-12



Table 11.4.1 Relation Between Funding Levels and Percent of Coverage
for Water Supply Scctor

(a3 Urban Water Supply

- 100% Furding

. /0 80 %%
--E--75 % Funding

7 &30 % Funding
- ¥-- 25 % Funding

771 —%—0% Funding

75 A
73 1
T
9
07
65 - et Lt - - o
1997 1959 2001 2003
{b} Kural Water Supply
00 - — 4 100 % Funding
—3#— 175 % Funding
—k— 50 % Funding
85 1 —3¢—25 % Funding 8%

—¥— 0% Funding

65 -
0 ) — T ———— R
1997 1999 2008 2003

Note: Percentages of the coverage between 1997 and 2003 are simply prorated as the reference
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‘Table 11.4.2 Relation Between Funding Levels and Pereent of Coverage
for Sanitation Sector

(2) Urban Sanitation

—4— 100 % Funding

—58 75 % Funding 75 %
74 —-—~ 50 % Funding
==34- 25 % Funding
~—%-—0 % Fundiog
T eEes B T2 %
e R T
71 1 N
=T e
= — I
—_— A T 4 0%
TR
68 - i
| T 67 %
%
b oes
62 A—oe o B e e SR
199 1999 2001 2003
(b} Rural Sanitation
e e
—&— 100 % Funding
75 %
74 | 8= 75 % Funding
—&— 50 % Funding
2 =-3€-~ 25 % Funding
8 72 %
—¥—( % Funding T
F . -_-___J_ﬂ_ﬂ_a»—’*"
70 - i

| - T —A %

€6

T es %

64 4
62 | \x 62 G/D
) I e e e e e L e ——— -

1997 1989 2041 2003

Note: Pereentages of the coverage bebween 1997 and 2003 are simply prorated as the reference
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3

The Third Reference Scenario

A 25% funding against the total requirements of Phase | is assumed as a possible
achievement level with the augmentation of IRA. Urban and rural water supply coverage
in the year 2003 will be attained at 71% and 72%, respectively, while wrban and rural

sanilation coverage will be 8t 67% and 65%.

11.4.2 Alternative Countermeasures

‘This sub-section presents the means of financing the shorifall for the investment program.

()

2)

Acquisition of external funds

Foreign assistance has played a significant role in the developnient of the relevant sectors
in the past, Negotiations wilh the contral government agencies (DILG, LWUA| cte) are
requisites to access the foreign funds. Development of new local {inancial mechanism is
also nceded for LGUs urder current policy shifls to increase the opportumtics of 1L.GUs

undertaking foreign-assisted projects.

As a matler of fact, Local Government Empowerment Fund {L.GEF) was ¢stablished in
1996 to provide a mechanism for channeling external grants and loans to 19 prionity
provinces under the Social Reform Agenda and/or those classified as Sth or 6th class

LGUs {details are referved to Chapter 11.4.2, Supporting Report).

The foreign loan may be availed of at the maximum financing limit of 75% of the overall

project cost. This can be secured by GOP and chanacted through the MDF'.
Augmentation of sector {inance under current arrangements

Increcase of the JRA to the Relevant Sector

‘The increase of IRA from the national government to LGUs is at first nceded along with
currcnt procedure. L.GUs shall also arrange the funds with a priority to the relevant see-
{or.

Local Taxes

More allecation of local taxes to the relevant sector shall be arranged although the share

of local taxes in the provincial total budget is small.
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(3

Utilization of Other Local Funds

Utilization of other funds, Countryside Development Fund {CDF) in particalar, shall be

sought for development of the relevant sector.
Introduction of private scctor

Privatization of Level I Waterworks System

Privatization of Level 11 systems helps expedite sector development and sustainability of

the system as suggested by NEDA Board Resolution No. 4 (serics 1994).

1.GY Guaranty Organization

LGU Guaranty Organization as a public-private corporation managed by private sector in
the national level shall be studied (o encourage private financing for the development of
cnviromuentat infrastrncture, which is introduced in other developing countrics. The or-
ganization will guarantee local private loans to LGUs in provision of a longer term fi-

nancing.

(4) Effective and cconomical investment

Investment Need Ranking of Municivalities

Investment need ranking of the municipalitics is discussed as a guide for implementation
of PW4SP and a measure for effective and economical public investiment. Referring to
this ranking, the provincial government will arrange its financial resources more effee-

tively.

The ranking for urban water supply is speciftcally studied considering three factors, white
a sole factor of additional requircments is assumed to coincide with the priority of other
sub-sectors.  Synthetic cvaluation of concermed sub-sectors is finally presented in the
context of comprehensive improvement of this scctor. - The result for urban water supply
is cmployed for allocation of provincial IRA to the municipalities in the concerned sub-
sector. The synthelic ranking may be availed for the huge investment in use of the funds
to be provided by other doners in the future. .

For the urban water supply component, the ranking criteria comprise three essential
cvaluation factors, namely: (a) percentage of underserved and unserved population in the
base year; (b) percentage of underserved and unserved population in Phase 1; and (c) per-
centage of population unserved by Level I Systems in the base year. First, these factors

ar¢ scored by the range of underserved and unserved percentage and totaled by munici-
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pality in application of weighing method.  Adopted weight to the factors (), {(b) and (c)
are 50%, 35% and 15%, respectively. Table 11.4.1 shows ranking procedures, overall
weighted score and investment need ranking of the municipalitics. ‘there are five mu-
nicipatitics identificd as first prierily numicipalitics, namely Cardianao, Libje, Malimwono,

San Jose and Tubajon.

With reference to provincial fund allecation, it is assumed that 60% of the fund for urban
water supply from provincial government is distributed cqually to the top five ranking
municipalitics, while the remaining 40% are equally distributed to the rest of the munici-
palitics. The result of distribution is shown in Table 11.4.2. Six municipalities and Suri-
gao city are out of this study, because of either sufficient fund allocation to achicve the
target or no existence of urban arca. Among subject municipatities, the avatlable fund for
the two municipalities of Loreto and San Francisco is larger than the Phasc I require-
ments for urban water supply. The surplus portion over 100% is redistributed equally to

the municipalitics with the ranking below 6%,

To come up with the synthetic ra.nking of the municipalities, scoring method is also em-
ployed for other sub-sectors. The scdre is derived from the range of underserved and un-
served percentage in the base year, Synthetic investment need ranking of municipalitics
covering four sub-sectors is shown in Table 11.4.3 (refer to ranking procedures in Table
11.4.1, Supporting Report). The top ranking municipality is San Jose, which indicate that
it has the priority for investments especially in water supply sub-sectors. Tubod, which is

the 28" ranking municipality is the least priority in terms of investment.
11.5 National Government Assisted Level 1 Water Supply and Sanitation Project

Of the overall project requirements for the medium-term development, those for Level 1 wa-
ter supijly and sanitation improvement with possible assistance from the GOP were studied in
application of new cost-sharing arrangement, In 1997, the six provinces in the Luzon arca
{afler completion of PWA4ASP) jointly submitted the project proposal, as a package of OECT
assisted loan, to the NEDA through the DILG for the limited sub-scciors under the above

condilions.
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Table 11.4.2 Distribution of Provincial IRA to Municipalitics for Urban Water Supply

Unit: 1,000 pesa

T T T YT Fund Diswibation | "“m T I A
: Fond . | Available Fund )
é Name of Munlcipalities Distribution | Distribution ?::Sﬂi:t;::; i)is!ribu!cfllto Phase § ‘“i?c':lcT:l‘;E.\em
3 from Provinclalp Pereentsge | Government Munlcipatities | Requirements R
Government (%) @ M+
| 1) e R
22 [Alcaria N _ Y
6 [Racusg 1,491 a0 2,466 3,957 28,000 14
"7 |rasitisa (rizaly 1,491 132 S XIT 2208 7 easT T T s
T |Durgas T - 1,2i5 336 LT D YT Y R
1 [Cagdianas 1,601 F274 1475 3079 Cassasl T T T T
1 [Chaver 1491 an| 1,757 5,248 s T
14 {Dapa 1,491 a2 Lawm 3428 8,139 -5
24 |Del Carren 1 N N i ’
“24 | Dinagat o ) ) v
11 |General Luna - 1,491 312 AN 3 7595 47
10 |Gigaquit 1,491 E Y] 25809 T 4,390 13,817 32
1 [Libjo (ATbor) 2601 1274 251 7.148 nats] 3¢
% oo - T B 2393 2393 1,054 . 27
16 | Mainit 1416 392 g0l 2,287 2,392 Ty
1 [Malimono 1,601 1274 2818 FX.EF] I YN 13 I ¥
16 |Filer 147 12 35 ol Tesyl 93
22 |Placer ) T I [ R
|7 [San Benite 1451 42 g 2,680 Y741 I €6
16 [SanFrancisco(Anaa-Acn) | 16 0.0 427 443 a4 1o
15 |San Tsidio ) - o - .
1 [Sankose 3604 12.74 | a0l T 3k4sal )
._.?—i- '?ama Mon.i_(—:-aTS:pao) ) I D R
7 |Sison 1,491 ENF] 2,393 3,889 75 R >
15 |Socome T o "7 R88 883 82l s
26 |Surigao City ((‘apii'l-é'i}_' o T
16 |Tzgama-An 194 0.54 407 601 650 92
1 [fubajon 4,305 1219 1981 T 6393 T 6530 o]
27 (Tubad - ‘ T B
Total | 36,143 105 39,364 77,900 208,43} 37

In the same context as proposed by the six provinces, project components wilh scope of work

and financial viability were studied. The project is a part of medium-term development plan

for Level | water supply and sanitation for limited classes of the municipality. The DILG is

assumed to be LExecuting Agency and the province Implementing Agency in the meantime.

The project may be merged together with those of the 1 batch provinces for preparation of

the PW4SP. The implementation of a packaged project may be realized in the near future,
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Table 11.4.3 Municipal Investment Need Ranking

_ ___Weighted Scorc by Sub-sector Synthetic |

Name of Municipality [ Urban Water jRural Water| Urban Rural \\’:‘iogll?tlcd ]T::;::Szll
Suppiy Supply Sanitation | Sanitation Score | Need Ranking

Mlegzia | o0 | " eos | oas 010 [ 040 | o |
Bacuag 024 0.15 0.10 0.05 0.54 11
Rasilisa (Rizal) | 023 005 0.25 0.10 sy T T T
Borgos 010 [ 003 010 | o100 | 0d | s
Cagdianao L0a2s 020 | e ees | 075 T3
Claver 0.19 0.05 0.25 0.10 059 7
lp}[{a'”' N 017 | o015 | oaxs | el0 | ost { Tz
Del Carmen I D T R 010 [ 005 | 0.20 043 | s
Dinagat | 008 005 0.20 0.10 043 B ¥
General Luna 0.19 005 | 7620 T oa0 054 [T T
Gigaquit | 023 T8 0.15 0.05 Teds T Tye
Libjo (Albor) e T 0.10 0.05 015 | 055 10
{oreto 0.02 T 00s 000 025 | 052 i3
Mainit o o2 | oo0s 0.15 0.5 S0 | s
Malimono T 025 0.05 025 ] 005 f 060 5
vitar | o4z | oas | o 0.1 047 T
Placer |7 ox | oes | o N S T Y
San Benito | 023 7035 oes 025 | 078 | 2
San Francisco (Anao-Acn)]  0.12 0.05 0.2 0.05 042 |19
San Isidro o5 0.05 0.05 015 0.4 il -
San Jose - 025 oS 02 a1l T "os ]
Santa Menica (Sapao) |  0.05 TS 025 | ois 707 4 ]
Sison 023 0.05 0.05 0.05 0.38 3 3
Socorro ez T o T nes T 0.1 017 [T T | 2
Surigao City (Capital) 006 0.05 025 - 0.05 04 %
Tagana-An 012 |05 R 005 0.32 77 B
Tubajon 025 0.05 0.05 0.2 6.55 )
fubod 0.05 005 0.05 0.05 0.2 78 N

11.5.0  Project Components
(1) Water Supply and Sanitation Component

The water supply component provides Level [ water supp1y$yé.tchi in the rural arca {lim-
ited to 5™ and 6™ municipalitics) consisting of 59 deep wells, 229 shallow wells and 40

spring development.

The sanitation component provides 2,808 units of toilet bowl by distributing toilet molds
(pour flush type only), 11 public toilets and 66 school toilets to the rural communities.
With the integration of sanitation in the water supply projects, equal emphasis shall be

given to sanitation component to ensure a greater health impact in the rural communitics.
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Schoo! toilet will be construcled tor public school in the rural areas, while public 1oilets
will be constructed at public nmarkets and bus terminals in urban arcas. Health conscious-
ness among the raral people will also be bolstered with the provision of health education

training and 15C materials,
(2) Equipment/Commaodity Assistance

Due to budgetary constraint and cost-sharing arvangement required (heavy burden to the
1.GUs), the provision of drilling machine and its serviee truck is excluded in the medium-
term plan (to be considered for long-term plan),  While cach one unit of service vehicle
and well rehabilitation equipment is considered, In addition, maintenance tool and water
quality testing kits arc to be procured and one unit will be provided to cach municipality

to maintain the facilities.
{3) Consultancy Scrvices

Considering the magnitude and complexily of the project, consulting services and techni-
cal assistance may be availed to strengthen the execuling and implementing agencies® ca-
pabilities in undertaking the projecl. The scrvices will cover technical and institu-

tional/community development aspects of the project.

During the detailed design stage, the services will cover hydrogeological survey, finaliza-
tion of well/spring construction sites based on site sclection criteria to be developed, and
preparation of bidding documents. Guidelines and training program for strengthening the
capability of implementing agencies and NGOs will be prepared and carricd out. The
construction stage will include assistance to LGUs in the supervision of construction

works, communily organizing and iraining works,
{4) Institutional Development

The pré}.cct entails community development with people’s active parficipation to assure
the responsibility for O&M of the facilitics and strengthening of existing institu-
tionforganization and/or formation of new ones. Thus, various activities will be under-
taken from national to beneficiary levels. A suflicient cost for the purpose will be taken

into account.
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11.5.2 Project Requiremends

The province will manifest its willingness 1o participate in the project entailing timely ar-
rangements to meet NEDA requirements. These requirements are (1) RDC Endorsement, (2)
ECC clearance and (3) Letier of Commitment. Water right permit from the National Water
Resources Board will be fulfilled alter site setection and preparatory works have been un-
deriaken. In addition, Memorandum of Agrcement (MOA) on the cost-sharing and other ar-
rangeents required for the project will be exchanged between the province and concerned

raunicipalitics,
11.5.3 Funding Requirements
(1) New Cost-Sharing Policy

The project finance was studied n accordance with the 50%-50% cost sharing aange-
ment (50% is an average municipality’s share among concerned municipalitics) between
the GOP and the L.GUs. Financial sharing anong the proviace, municipality and baran-

gay shall then be clarified based on the estimated ¢ost reguirements through MOA,

‘The new policy of the national government grants for devolved activities stated that “this i
scheme shall be applied to all new ODA-assisted projects that are currently being pack-
aged in support of LGUs”. With regard to this, 50% national government share will be
applicd for Level 1 water supply and even 70% of NG share for 5" and 6”’ classes of mu-

nicipalitics for sanitation component (refer to Table 11.5.1).

‘Table 11,5.1 New Cost Sharing Arrangement betweea NG and LGUs

- ' 75&(}9%@&@}{1&3_“__ LGU Income Devised NG Remarks

[ Water Supply: Level 1] 1"t0o4® Y No GOP grants for
only $*to 6® 50 Level 1T & U water
Sanitary Support Fact. I 102" 0
for Public Markets and 3and4® . 50
Staughterhouses 5" and 6% 70
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(2) Financial Viability

1) Condilions and Assumptions for Financial Study

*

*

The cost sharing between the GOP and LGUs is 50% : 50% of the overall project
cost. While, it is assumed that the 50% share of LGU is further allocated to the
1.GUs and beneficiarics with 47% and 3% to the overall cost, respectively,

‘The financial sources of the national government are the loan from forcign donor
and GOP counterpart budget and LGUs from the budget of the province and mu-
nicipalitics.  The part of beneficiaries is equity contribution including land pur-
chase cost, right of way, labor, cle.

The O&M cost is managed by the benefliciaries.

2) Project Cost

The cos! estimate was made based on 1997 price level in Chapter 10, Then, physical

and price contingencics as well as value-added tax were added. The project cost for

the concerned municipalitics in ling with above conditions/assmmptions is shown in

{able 11.5.2. Overall aggregate cosi from 1999 to 2003 arrived at about P167.3 mit-

lien (R75.9 million in 1997 price level) referring to the implementation schedule of the

projeet.

3) Financial Arrangement

The two altematives for the financial arrangements are studied to prepare required cost

to be shared among concerned parties: 1) Utilization of IRA only and 1i) Utilization of
IRA and MDF.

Case 1: Utilization of IRA fund only

Currently, there is no projection on drastic increase of LGUs” budget through the fu-

ture. Under such a condition, the following arc considered.

Poicntial fund is the IRA allolted annually from the GOP o municipalities and
from province to municipalities. Municipal tax is ncgligiblc small in allocation to
tﬁc scclor. The total _municipal budget available was projected by sub-sector in
Section 11.3.

Amrangements by the municipalities with MDF and banks are disregarded consid-
ering current financial capabilily of the municipalitics.

S-year development program (from 1999 to 2003) is applicd to increase project

fund using available IRA
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Table 11.5.2 GOP-Assisted Level I Water Supply and Sanitation Preject Cost {Unit: Pesos)

. GOor
Category - Qty. Unks Cost ;\mo}ﬁ Forsign Loon Gorci | LGy |
A. Const. & Civil Works o ]
Water Supply
1. Deep Well (30m) 47 132,300 6,241,600
2. Decp Well (50m) 4 188,100 753,200
3. Deep Well (70m) 8 243,200 1,985,600
4, Shaltow Well 229 32,100 7,350,200
5. Spring Bevelopmant 40 204,100 | 11,764,000
Sub-total a 28,095,300 9,890,206 18,205,094
Sanitation
1. HH Lairines 28508 150 421,200
2. School Toitets 66 214,100 18,090,600
3. Public Toitets 3] 344,100 3,785,100
Sub-tomal b 22,266,900 7,849.033 14,437,867
Land acquisition
Land acquisition & Right
of Way 1,840,000 1,840,000
Sub-total A 52,232,200 19,739,239 34,492,561 |
B. Equip.slLogistic Support
1. Support Vehicte ] 590,000 590,000 560,000
2. Well Rehab, Egt 1 230,000 280,000 280,000
3. Maintenance Tools 19 10,000 190,000 150,000
4. Water Quality Test Kits 19 15,300 290,700 250,700
Sub-folal B 1,150,700 1,350,700 ]
C. Consultancy Services
1. Hydrogeological Survey 1,148,000 1,148,000 “
2. D/ and Const. Sy, 5,745,542 5,745,542 g
Sub-total C 6,893,542 6,803,542 R
0. Instiutional Devt. .
1. Capacity Erhanc. Prog. LS. 3,200,000 2,650,000 550,000
Z. Comamu. Manag. Prog. 284 10,770 3,058,680 1,027,716 2,030,964
3. Health & Hygiene Educ, 284 1,800 511,200 511,200
4. Water Quality Surveil. 284 700 198,500 198,800
5. NGO Assistance 284 1,200 340,800 340,800
6. Admintstrative Support LS. 1,200,000 1,200,000
Sub-totai D 8,309,480 3,671,716 4,831,764
E. Physical Contingency 6,808,503 2,966,120 483,176 3,449,296 |
____Tolal (A+B+C+DHE) 1 75,834,514 33,627,317 5314910 | 37942257
GOP Fotal 37,042,257
LGUs 35,665,722
Equity 2,276,535
LGUs + Equity 37,942,257
¥, Others . ‘
i. Price Contingency 28,802,529 12,972,293 1,945,033 13,885,201
2. Valuz Added Tax (VAT . 2,598,348 : . 2,598,348 :
Sub-total ¥ 31,400,877 12,972,293 4,543,383 13,885,201
- Grand Total : 107,285,391 45,599,610 9,858,323 51,827,458

Note: (1) Equity of users includes Jand cost, right of way, labor, cte., equivalent to 3% of direct cost {excluding item F).
{2) N.A.: Not applicable

{3} Assumiplion'Conditions for Cost estimate
1} Direet cost: based on 1997 price level.
2} Pystcal conteagency: 10% of materials procured.

3) Price contingency: Forex 3%; local 7%, compoundcd annually, base year 1997
4) Value added tax; 10% materials produced.
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Applying the cost-sharing atrangement, the projected IRA available was estimated
for the cligible municipalitics in provision of national government grant fund based

on the followmg conditions.

a) The available fund of sub-sectors is a sum of municipal and provincial altotments
of IRA

b) For water supply sub-sector, IRA to municipalitics with income classification of
5™ and 6" classes is counted. The IRA allotted to the provinee is divided into two
groups; class 1* to 4™ and class $™ & 6™ in proportion to the construction cost re-
quired. The provincial IRA for the eligible municipalitics is considered for this
project.

¢) For sanitation sub-scctor, 1RA {o the cligible municipalitics is regarded as avail-
able fund. The manner of allecation of provineial IRA to the cligible nmnicipali-

tics is samc as that in water supply sub-sector.

‘the total 1IRA of the province available for the cligible municipalitics n the subject
scetor was cstimated at B42,317.000, as a tofal of 5-year development program, con-
sisting of water supply; 24,131,000 and sanitation, 18,186,000 (details are included
in Table 11.5.1, 11.5.2 and 11.5.3, Supporting Report). The available IRA by sub-

scctor is shown below.

Sub-scctor Provincial [IRA  Municipal IRA Total
Rural Water Supply: 1,927,000 16,204,000 24,131,000
Rural Sanitation: 2,986,000 5,490,000 11,476,000
Urban Sanmitation: 1,944,000 4,766,000 6,710,000

Total: 12,857,000 29,460,000 42,317,000

The cost comparison was made between the estimated project cost to be shared by the
| LGUS and available IRA of LGUs. Both required cost and the IRA are based on 1997
year price level without considering price escalation, but including phystcal contin-
gency.
Tﬁc comparison shows that the projected available IRA, as the provincial total aggre-
gated in assumption of respeciive 5 ycérs development proérams, almost mects the
cost to be shared by the LGUs. Table 11.5.3 shows the cost sharing for the project
among the GOP, LGUs and beneficiaries (BWSAs). The GOP shall shoulder 50% of
~ the averall project cbsl, utilizing the foreign assisted loan of 43.0% or 32.6 million pe-

sos and 7.0% or 5.3 million pesos of the government counterpart fund. The remaining
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Table 11.5.3 Cost-Sharing for the I’roject (Case 1} 1997 price level

Gor

lohl

hnancml Source

L Flls

___gc_l_OOO Pcso ] Pcrcenhge o f_-_—-w!‘l;eﬁﬁt;i(s_ 77?
_____ 5,315 7.0 50 7“_(:'0[’ counterpast
32,627 43.0 Foreign Loan
3666 | a7 1T | IRA
2,277 3 o BW’SA cqunly___
s T e S

50% of the averall cost shall be shared beiween the LGUs by 47% or 35.7 million pe-
sos and BWSAs (beneficiaries) by 3% or 2.3 million pesos.

Under this case, the IRA to be vsed by the LGU is 84% ol avaitable IRA (423 mil-

lion) 1o achicve the proposed project.

Case 2 Wtilization of IRA and MDT?

‘The uilization of the MDF is considered in case that the LGUs will fail to furnish IRA

for the praject (even if estimated IRA available meets the required cost). The forcign

loan may be availed of at the maximum financing limit of 75% of the overall project

cosl.

Thus, the GOP shall possibly support the LGUs through the MDF in case that IRA will

not be able to Bl up the cost requirenent of the project.

sharing scheme for the project between the GOP and the LGUs.

Table 11.5.4 Cost-Sharing for the Project (Case 2)

Table 11.5.4 shows cost-

Financial x 1,000 Peses Percentage Remarks
Source
h 5,315 ) 7.0 5 GOP counterpart
Gor “___32,'62? 43.0 75 1 30 Foreign Loan
(24283) | 3200 Foreign Loan for MDF
138 | IS0 J 47 _IRA
L.GUs 24,283 32.0 € 30 | MDF through Foreign Loan
2,277 30 | 3 BWSA Equity
Total 75,385 0o

Under this ease, the IRA !6 be uscd by the LGU is 27% of available IRA estimated in the
previous study (#42.3 million).
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GOV is possibly to finance up to 1!356.9 million or 75% of the total project cost in the por-
tion of loan. Out of GOP finance through the loan, B32.6 mitlion or 43.0% of the total

project cost shall be granted to the LGUs, aside frem 7.0% GOP counterpart fund.

The remaining £24.3 million or 32.0% of the total project cost shall be utihzed for fi-

nancing the LGUs to sccure their budgetary capacity through MDI.
4) Project Implementation Schedule
The proposced implementation of the project is seheduled for five years after hiring the

consultants. Figure 11.5.1 presents the proposed schedule.

Figure 11.5.1 Proposcd Project Implementation Schedule

Activitics 1999 2000 2001 2002 2003

Ist j2nd [3ed fdsh |3se _Z-na Md 4 [Ist [2nd $30d [4h Prst (3ed 13d [ |Is i—!nd Ird 4—:h—

H

by

[Tr”(-)}gct Implementation
1. Detailed Design

2. Conlmt'ﬁfidl; Development/
BWSA Formation

3. PQ, Bidding and
Contractor Selection

4. Procurement and Delivery
of Matcrials and Equipment AT O R

5. Construction of Water Supply and
Sanitation Facilitics
{Conslruciion supcrvisory services)

Project Monitoring

11.6  Cost Recovery

Cost recovery and cost sharing are essential to atlain the planned targets. The PW4SP advo-
cates the imposition of tariffs for the recovery of capital and operating cost based on the prin-

ciple that adequate water, sewcrage and sanitatton facilities should be paid for.

{1 } Level [ water supply systems
For Level I systems, cost sharing between the LGUs and beneficiarics s required for the
capilal costs, even the portion of the beneficiaries is limited according o the current na-

tional policy. Currently, the percentage shared by the beneficiarics seems to be 3 to 5%

of total requirements based on the expericnce.
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(2)

Beneliciaries are also responsible for all recurvent costs, Monthly recurrent cost is csti-
mated at 8 Pesos per houschold in the base year price level (refer to 11.6 recurrent cost in
Chapter 10). The figure will be increased up to about 12 Pesos per houschold in the year
2003, assuming an annval inflation rate of 7%. This monthly fee scems to be afiordable
to the users considering the current income level, but willingness to pay shall be pro-

moted.

Depending on the users’ income level, waler charges shall be determined and agreed
upon among the water users, The estimated water charge of ﬁ& Mouschold/imonth for
O&M is affordable, which is less than 1% of the average monthly houschold income.
However, users will have to pay for water charge of up to 2 % to their average monthly
mcome (¥ 3,963) or B79.3 /houschold/month to cover the cost for not only repair of
hand-pump, but also rehabilitation and reconstruction of well assuming the well life of 20
years. Required O&M cost, Investment Progeam and FIRR are included in 116, Sup-
porting Report,

Level 1) water supply systems
Full cost recovery is required for all capital costs for Level 1i systcins. The number of
houscholds to be covered _i's 3,539 to meet (hc target (refer to Table 8.5.1; population to

be served of 18,720 and houschold size of 5.3 persons)y. The average capital cost ve-

quired is estimated at £6,100 per household (refer to Chapter 10). Applying the capital

recovery factor to the capital cost in loan application, 7% intcrest rate and 25 years re-.

payment period, the monthly payment will be P4d/household.

‘The annual recurrent ¢cost per household is estimated to be PlSO?househo!di'ycar or P15
fhouschold/menth in the basc year (refer to Chapter 1G). 1t will reach to P22.5 in the year
2003 with annual inflation rate of 7%. The combined amount of capital repayment and
recurrenl cost in the year 2003 arrives at about P67 which is less (han 2% of the median

family income as shown below.

(a) Estimated water rate (flat rate; Pcsbs) . : 67
{b) Percentage of {2) to monthly median household income in 2003 ) I 1.i%
(c) Percentage of (a) to monthly low household income in 2003 2) : 1.5%
Notes:

1) Provincial average monthly median income in 2003 (85,947 per houschold) is derived
from 1994 Family Income and Expenditure Survey considering annual inflation rate of
7%. The monthly median income in 1997 is £3,963.

2) Provincial average monthly Tow income in 2003 (P4,359 per houschold) is estimated
using the NSO data. The monthly low income in 1997 is P2,905.
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(3) Level HIwater supply systems

A full recovery of capital and O&M cost is required for Level 1 systems. To test the af-
fordability, a comparative study was made between estimated water rate (based on stan-
dard monthly consumption; 15m® per houschold) and projeeted income in 2003, The to-
tal capital cost of Level T water supply system is about £155.9 miltion for 7,276 house-
holds to be served. In application of inflation rate of 7% and 25 years repayment period,
the annual payment arrives at 1,839/houschold. The monthly capital cost to be paid by
cach houschold is aboul *154.

The monthly recurrent cost per houschold is estimated to be P64 (P773/ycar; refer to re-
curreint ¢ost in Chapter 10). Using an annual inflation ratc of 7%, this recurrent cost is

projected 1o be about £96 Mhouschold/month in 2003,

Thus, the combined amount of capital repayment and recurrent cost is estimated at about
P250/houschold/Amonth in the year 2003. The cost shall be recovered as a monthly water
rate to b paid by users. The percentage of the water rate against income with more or
less 5% is commenly affordable. In this regard, monthly water consumiption aflordable

for the low income households is less than 10 n*.

{a) Estimated water rale for 15 m® (Pesos) : 250
{b) Estimated minimum water rate (1-10 m®) (Pesos) 1) : 218
(c) Percentage of (a) to monthly median houschold income in 2003 : 42%
{d) Percentage of (a) to monthly low houschold income in 2003 : 5.7%
(c) Pereentage of (b) to monthly low houschold income in 2003 : 5.0%
Notes: o

1) Water rate for the HH with monthly consumplion rate of 10m’ is estimated under the
same assumption of (a).

Monthly median household income is B5,94%/month and she low houvschold income is
£4,359% month in the year 2003.

(4) Samtation

The provision of sanitary toilet facilities for public markets and schools is under L.GUs i
coordination with parent-teacher association. Howcver, recurrent cost for the public

markets shall be collected from the users including stakeholders of the market,

11-29



Houschold toilets shall be managed by individual households. However, the facility is
costly with reference to the current income level, especially in the rural area (flush-type
toilet; P21,300 and pour-flush toilet; B13,000). Governmental suppoit is also limited to
the provision of toilet bowt for pour-flush toilets as an incentive to increase the distvibu-

tion of water-scaled toilets. Thus, cost recovery in application of loan may be necessary.

Applying the capital recovery factor to the construction cost with assumptions of 7% in-
terest rate and § years repayment period, monthly repayment amounts to about P 468 for
a flush type and P286 for a pour-flush type, respectively (details of unit eost arc referred
to in Chapter 10, Supporting Report).  The percentages of repayment 1o houschold in-

come in the year 2003 arc calculated in the same manner as the study for Level HT water

systems and are shown betow.

(a) Repayment for Flush Type (Pesos) o 468

(b) Repayment for Pour Flush Type (Pesos) D280
{¢) Percentage of (a) to monthly median houschold income in 20031) : 7.9%
(d) Percentage of (b) to monthly low houschold income in 2003 1) i 0.6%

To cxpedite the sanitation sector improvement, introduction of specific loans that arc re-
volving in character with low interest rates and longer repayment period may be an ef-
fective solution. For urban sanitation, the linkage with existing housing loan shall be es-

tablished to cover construction of sanitary toilcts,
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12,

12.1

12.2

MONITORING FOR MEDIUM-TERM DEVELOPMENT PLAN

General

Many of the systems constructed earlier have operated in a limited way because of the
insufticient monitoring and post-construction technical support, aside from the problems in
promotion of seif-reliance and local comununity management.  This Chapter sceks to
rccommend a focused, practical, viable, creative approach to strengthening scctor and projeet

monitoring.  The development of a coordinated monitoring system is one of the key

components of an cftective management system.

Sector monitoring refers to the overall water and sanitation situation in the province. One
may readily use a demand-supply model for sector monitoring. Demand would be indicated
by such indicators as coverage, health conditions, etc. Supply would be indicated by the
water resourees situation, by the available funding, or by water/sanitation associations
orgamized to undertake sector activities. Project monitoring, on the other hand, looks at the
progress of specific activitics or projects. Indicators would thus include; disbursements,

percent completion, cost overruns (underruns), ete.

Sector Monitoring

(I} The monitoring system must support a well-defined and accepted sector development
process-model.  There are four general aspects of sector monitoring which witl be
addressed:

1) Information collection: Defining the information needs of the LGUs from various
levels; reviewing current, readily-available sector information, including its reliability
and timeliness; identifying the infornation gaps and deficiencies of the information
system; data consolidation and processing.

2) Tracing the flow of raw data from the field (or other related monitoring systems) fo the
central level. Identifying possible causes of distortions, inconsistencies or blocks.

3) Information analysis:  Assessing the guality of information; reviewing the analyses
done.

4) Data feedback: Reviewing the impact of information on planning and decision making

at the policy level, the resource allocation level and the operating level; tracing the flow
of data back to the field.
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(2) Sector performance deficiencies demand that serious thought be given o innovations to

reduce costs in achieving the provincial scetor plan. With the monitoring system, the sector

should be able to take a fresh and objective view of the way (o meet current sirategics. For

example, docs communily management of systems really work? Do low-cost technolopics

make sense? Under what conditions and how? How can the target be achicved for low-in-

come communitics? A sector monitoring system should be flexible to support planning and

rescarch studics on such specific policy and operational issues.

(3) In putting together a relevant sector monitoring system, the following should be seriously

looked into;

1)

2)

3)

4)

1t should reinforce the linkage between water, sanitation and health. This implies
that coverage should be measured for avatlability of both water and sanitation for a
houschold. 1t should not be monitored separately, i.c., a household can thus be
categorized as having both water and sanitation, water only, sanitation only or none
af cither. At later stages, health practices can be included in the monitoring.

It should be reliable and involve the beneficiaries. This mechanism c.ould provide the
data quality control which is missing in existing systems. Distortion of information
may occur when implementors are the monitors. The barangay will be the basic data
caplure level.

Monitoring will succeed only with interagency support, particularly in the initial stages.
It should be accepted by ll sector agencies. A unified sct of figures and indicators
will greatly help in planning,

It should be practical and implementable. It should start with the current monitoring
capacily situation and move up with a clear vision of what the monitoring system
should be. This implies phasing and gradual expansion and strengthening of the system
and training of staff.

The system should be followed through with effective feedback. It should develop
creative ways of providing feedback to the field. The current way in which data is
processed is towards ¢onsolidation. The field sources' only feedback is, for example,
national coverage figures. In the course of consolidation, opportunities for specific

feedback useful to project implementors on performance are lost,

(4) Regarding sector development indicato'rs, some important indicators will be more

difficult to collect than others because the sector isnot ready to gather them. The LGUs

will group indicators into phases based on availability of data and/or ease with which

such information can be collected with improved systems. A review of the objectives sel

for the sector almost exclusively shows a focus on coverage. Itis important to get secior
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objectives stated beyond coverage terms in order to encourage use of additional in-
dicators. Bascd on past experience, requiring too much information leads to start-up dif-

ficultics. A three-phase build-up meeting sector requirements is outlined in the
following scctions:

1} Phasc 1 Indicators
- Access to both adequate water and sanitation
- Water and sanitation associations duly organized to undertake scctor activilics
- Water and sanitation facilities in schools
- Capital developmient costs
- Sources of capital development {unds
- Incidence of diarrhea
- Water availability and waler guality maps

- Unit cost (per capita or per facility)

2) Phase 2 Indicators
- Houschold hygiene habits and practices
- Water stored in house covered? food covered? grounds free of facees, garbage,
wastewater cesspools? animals in the house? mother's and children's hands
clean?
- Existence of barangay spot maps and facilities ledger cards
- Existence of O&M arrangements

- Current cosis to houscholds and willingness to pay for improved service

3) Phase 3 Indicators
- O&M Costs
- _Financial efficiency and stability indicators
- Institutional development indicators

- Low-income groups benefiting from improvements

(5) NEDA has issued a Board Resolution in 1995 providing a practical definition of terms for
_planning and monitoring. The definitions were arrived at afler exhaustive discussions and

consensus with the implementing agencies.

(6) Recommended institutional responsibitities for sector monitering: Monitoring is best left
to parties not directly involved in delivery of the services. The best monitors are the

community members themselves since accurale monitoring reports is in their best
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12.3

inferest. At the data capture level, lhe PHO structure, with its midwives and BHW

volunteers, is in the best position to take the lead in data gathering.

1) Provincial Level: The PPDOs, through its Rescarch and Evaluation Division, will
play the lead role in organizing the ficld data collection effort in coordination with
the field offices of national agencies, NGOs and the water districts. The Monitoring
Specialist, with the PST/PWSO, will assist the PPDO.

2) Municipal Level: The Municipal Development Coordinator has the mandate of
monitoring all development activities in the municipality. The municipal scctor
liaison will therefore coordinatc the preparation of the reports with the MPDO,
supporicd by PHO and NGOs, as needed.

3) Barangay Level: There are several institutional options for leading the maonitoring at
the barangay level, such as the barangay health statiohs, the barangay coungil, cle.

‘The municipal laison will take the lead in establishing the barangay monitoring res-

ponsibilitics.

(7) Compuierization of the system can come at laler stages. This should be gradually
phased in as the sector agencies strengthen their monitoring mode. This will also

discourage a ground swell of requests for computer hardware. Computer facilities are

avatlable at the provineial level.

{8) A new sector database program has been designed and currently under review. A Sector

Database Center has been established within the DILG-PMO.

Project Monitoring

Project Monitoring Committees (PMCs) exist, pursuant to the Executive Order No.269, at the

provincial and municipal Tevels tasked with the monitoring of local government projects

funded from national and local government funds.

(1} Scope and coverage: At the provincial level, monitoring includes projects classified under
any of the following:

1) forcign and nationally-funded projects which are impleinented or located in two or
several municipalities in the province or implemented or located in the province;

2) other projects implemented and managed at the provincial level with funding

generated from provincial sources.




Organization of Project Menitoring Committce (PMC): The PMC established in each province is

composed of representatives from different organizations, from NGOs, the administration, the

ruling parly and the opposition. From these representatives, the Provincial Governor selects the

chairman and the others as members. ‘The Provincial Planning and Development Office can be

delegated to serve as the Scorctariat and the PMC manages with the assistance of the non-

govemmenl organizations in the monitoring and validation of project implementation.

(2) Responsibilities: The specific rules and respensibilitics of the various units in the

inplementation of the monitoring system arc as follows:

The Project Monitoring Committee :

1)

2)

3

4)

3)

6}

Provides the list and schedule of all projects to be menitered to the NGOs involved in
monitoring;

Collccts and processes reports of implementors; NGOs monitor the status of project

implementation for the information of the development council and next higher level

projcct monitoring committes;

Pinpoint problems and verify information to be submitted for analysis and action of the

development council;

Provide feedback on the remedial actions of the development council and follow-up

their implementation;

Preparc and disseminate periodic project monitoring report on the status of project
implementation; and

Elevate to higher level bodies problems/issues which are not resolved at their level.

The PMC Secretariat:

1)

2)

3)

Prepare the monitoring program to be undertaken by the PMC during any given
fisca) year, which will include, among others, the lists of projects and schedule of
implementation based on submission of implementing agencies;

Provide chief executives with information on the projects to be monitored by the
local PMC’s;

Facilitate inter-agency, inter-govemmenta! and field headquarters coordination

whenever necessary.

The Project Implementors:

1

Submil periodic reports to the monitoring commitice on the status of project

implementation base on suggested reporting forms;
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(3

4

2)

3)
4}

Provide authorized monitors assistance in getling access to wiore detailed information
on project implementation (e.g. detailed work program);
Submit to next higher level office of line ageney reporls on status of implementation;

Implemenv/institute remedial measures on problems/issues identified as suggested by
the development eouncil,

Process Flow

1

2)

4)

)

6)

7

8)

9

The PMC secretariat provides the NGOs with the mwonitoring  plan, containing
information on prejects to be implemented at the provincial level;

PMC prepares its monitoring program for the calendar year;

Project implementors undertake projects, prepare and submit status reports on project

implementation to the PMC;

NGOs project exception reporis are submilted to the PMC, with copy fumished the
project implementors;

PMC asscsses reports of implementors and NGOs and conducts project visits of
projects tdentified in the monitoring work program:;

PMC processes rcports of various implementors and provides the provincial
development council with a consolidated report on status of project implementation in
the provinee;

PMC evaluates problems, recommends solutions during its regular or special meetings,
and refers same to the Provincial Development Council for appropriate action;

PDC assesses reports and takes proper action (problem solving, referral to appropriate
agencies/council);

Implementors take remedial action on problems/issues  encountered in project
implementation. (If after a reasonable period of tinie, ne remedial measures/
appropriate action have been taken on the preblems referred to the concemed

agency/local development council, the PMC forward the issic to that RDC);

10) PMC provides feedback to concemned implementors, LGUs, NGOs, and other

concerned agencies and follow-up implementation of remedial measures, and

11) PMC forwards consolidated status report on project implementation in the province to

the Regional Preject Monitoring Committee (RPMC).

Frequency/Timing of Report Submission

The PMC determine the schedules for the submission of reports. Reports are submitted to

the PMC who will forward the consolidated reports to the Provineial Development
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Council {PDC). Submission of the consolidated report from the provincial PMC to the

regional PMC is usually undertaken on a quarterly basis. ‘The PMC furnishes the

Provincial Governor with a copy of the reports for his reference and action.

12,4 Evaluation of Plan Implementation and Updating the PW4SP

(1) This PWA4SP should be updated at least cvery five years. This will be the responsibility

of the PWSO in close coordination with the PPDO. Based on the scetor monitoring

reports, the PWSC will review the progress of the sector compared with objectives and

the efficiency with which these objectives were achicved. This will be followed by a

reformutation of objectives, strategies, new policics and policy revisions and an updated

sector investment program.

(2) To initiate the implementation of this scctor monitoring system, the Phase 1 indicators

(Sce 12.2) shall be used. Formats have been drafled for this purpose (Sce Table 12.4.1,

Supporting Report). Specifically, the information to be colleeted are as follows:

b

2)

3)

4)

3)
6)

D

Access to both adequate water and sanitation as a measure of demand: 'This indicator
can be taken from the Field Health Service Information System (FHSIS) Annual
Environmental Sanitation Survey which are prepared by the PHO midwives, ‘These
annual surveys are summarized by municipality by the sanitary inspectors. NSO
population projections will be utilized.

Water and sanitation associations (RWSAs/BWSAs) organized: This indicator can
be collected from the Cooperative Development Authority (Municipal or Provincial
Chapters) in as much as all water cooperalives and/or assoctations are required to
register with the CDA.

Water and sanitalion facilities in schools: This indicator can be collected from the
various school district offices; consolidated at the division {provincial level).
Although a system is in place for regular inventory of facililies by DECS, actual
inventories are seldom implemented and the LGUs may have te institute a supporting
data gathering activily.

Capitél development costs: The LGUs may have to gather information from the local
DEO of DPWH, the various municipalities and the water districts.

Sources of capital development funds: Data sources are the same as lhpse of item 4}.
Incidenice of diarrhea: This information can be taken from Form M-2 of the FHSIS.
(Collection and processing of the data form is similar to that of item 1).

Water availability and water quality maps: These maps should be continually

updated based on field reports on water quality and quantity as they are received
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from operations reports studies.  Areas where, for example, salinity is increasing
should be indicated. Areas suitable for shallow wells, for deep wells and for possible
spring sources can be indicated.

8) At the conclusion of cvery project, the monitoring speeialist prepares a report on
actwal unit costs incurred. This would include, for example, the cost of drilling for

shallow or deep wells per meter depth; the cost of pipeline per lincar meter, cte.

Municipal level consolidation: For every reporting period, the municipal sector liaison
gathers all the barangay level data including thosc reports of the municipal health officer
{and sanitary inspectors), the DECS division oftices. A municipal sector report will be
thus prepared.  Further refinements of this report may be needed in view of future

developmient initiated at the national level.

The municipal sector report is reviewed by the Mayor and then submiited to the
Governor for further consolidation.  Salient sections of this report would be furnished to

DILG which is tasked with coordinating a national sector performance report for NEDA
and for the President.

Feedback: Based on these reports, the PST/PWSO will draft a consolidated report on the
performance of the sector during the period including the opportunitics and constraints
met and a set of rccommendations for policy revision. Municipalitics which have made

outstanding progress and associations which have introduced crealive innovations in its

operations would be ¢ited.

Annual revicws shall be organized to analyze not only the attainment on the physical
project targets, but more significantly, whether the vision is being attained. These
reviews could also provide the opportunity to sharpen or revise the vision and the

mission statement and distill lessons learrted from the implementation cxpericnces.
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