1L4,1 Reference Seenavios in Different Funding Levels

Achievement levels of service coverage in the target year are examined in assumption of five
funding levels. Tt is regarded that the service coverage is increased in proportion to the in-
vestment during Phase [ period. The re!ahons!nps betwecn l‘undmg levels and corresponding
percentages of scrvice coverage are illustrated in Figure 11.4.1 and Figure 11.4.2 for waler

supply and sanitation seclors, respectively,

T hrcc rcfercncc scenarios are discussed with respcct to the different levels of funding. These
seenarios wnll be referred to m combination w:lh altemative cmmtcrmeasures discussed in
Scction 11.4.2. Using computer -based programs, these scenarios may be modified by policy

makers according to updated information and policy on available fund and sector targets.

(1) The Pirst Reference Scenario .
No funding constraints are considered in this scenario to realize Phase 1 development as

planned. This scenario is rather optimistic based on the past experience of the province.

(2) The Second Reference Scenario
An intermediate scenario with S0 - 75 %-fundmg ranges are considered. Under 1.hlS sce-
nario, urban water supply coverage in the year 2004 is attained belwcen 65- 67%, while
the target of rural water supp}y of the province wnll be achieved lhrough ADB assisted
Rural Water Supply and Sa_mtauon Pro;ect (RW3SP). For urban and twral sam_ta;non
(houschold .toilets), coverage will reach 75-80% and 62-65%, respectively based on the

assumplion that required private investments are followed.

(3) The 'I'hﬁrd Reference Scenario _ : _
In the scenario of 25% funding against the total requirements of Phase I, urban water
supply coverage in the yéar 2004 will be attained at 62%, while urban and rural sanita-
tion coverage will be at 69% and 58%, rés;)ectively. At this funding level, urban i&atcr
supply and rural sanitation will not be ablc to keep current service levels. For rural water
supply, regard!ess of the IRA funding, it is prolected that service coverage of 52% in

1998 will increase to 59% in the year 2004 due to population decrease in rura] area.
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Figure 11.4.1 Relation Between Funding Levels and Percent of Coverage

for Water Supply Scetor

(a) Urban Water Supply
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Note: Percentages of the covcragé between 1998 and 2004 are simply prozated as the reference
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Figure 11.4.2 Relation Between Funding Levels and Percent of Coverage
for Sanitation Scctor

(a) Urban Sanitation
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The allocated IRA funding of wban water supply in the year 2004 will be 75%, which
will cover 67% of the population.  For vwal water supply, the requirements will be ca-

tered by ADR-Assisted Rural Water Supply and Sanitation Project (RW3ISP) as dis-
cussed in Chapter 6 of the Report.

In order to attain the Phasc | development target for urban waler supply of 69% service
coverage, it needs an additional IRA funding of 25%. For urban and rural sanitation,
100% funding wil cover 85% and 68%, respectively. However, at IRA funding of 88%
for urban and 90% for rural sanitation sub-sector, service coverage will reach to §2%
and 67%, respectively. Thus, in order to meet the Phase | development largets for urban

and rural sanitation, additional IRA funding of 12% and 10% are required respectively,

i1.4.2 Alternafive Countermeasures

This sub-section presents the means of financing {he shortfall for the investment program.

(O

Acquisition of external funds

Foreign assistance has played a Signiﬁcaht role in the development of the relevant sector
in the past. Negotiations with the central govemment agencies (DILG, LWUA, ete.) are
requisites to access the forcign funds. Development of new local financial mechanism is

also needed for LGUs under current policy shifts to increase the oppbrmnilics of LGUs

undertaking foreign-assisted projects.

As a matter of fact, Local Government Empoweiment Fund (IL.GEF) was cstablished in

e

1996 to provide a mechanism for chénnel_iﬁg extemal grants and loans to 19 priotity
provinces under the Social Reform Agenda and/or those classified as Sth or 6th class

LGUs (details are referred o Chapter 11.4.2, Supporting Report).

The foréign loan may be availed of at the maxinmn'n ﬁnant:hm-, limit of 75% of the overall

project cost. This can be secured by GOP and channeled lhrough the MDF,

Augmentation of sector finance under current arrangements

Increase of the IRA to the Relevant Sector

Increase of IRA from the national government to LGUs is al first needed along with cur-

rent procedure. 1.GUSs shall algo arrange the funds with a priority to the relevant sector.
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(3)

@

Local Taxcs

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

of local taxes in the provincial total budget is small.

Utilization of Qther Local Funds

Utilization of other funds, Countryside Development Fund (CDF) in particular, shall be
sought for development of the relevant sector.

Introduction of private sector

Privatization of Level 113 Walterworks System

Privatization of Level 111 systems helps expedite sector dcve.lopmcnl and sustainabilily
of the system as suggested by NEDA Board Resolution No. 4 (series 1994).

LGU Guarantee Organization

LGU Guarantee Organization as a public-private corporation managed by private sector
in the national level shall be studied to encourage private financing for the development
of environmental infrastructure, which is introduced in other developing countries. The

organization will guarantee local private loans to LGUs in provision of a longer term fi-

nancing.

Effective and cconomical investment

Investment Need Ranking of Municipalities

lavestment need ranking of the municipalities is discussed as a guide for implementation
of PW4SP and a measure for cﬁ‘cctivé and economical public invesiment, Referring to

this ranking, the provincial government will amange its financial resources more effee-
tively.

‘The ranking for urban water supply is épe;:iﬁcally studied considering three factors,

while a sole factor of additional requircnicnts 15 assumed lo coincide with the priority of

other sub-sectors. Synthetic evaluation of concemed sub-sectors is finatly presented in
the context of comprehensive improvement of this sector. The result for urban water
supply is employed for allocation of provincial IRA to the municipalities in the con-

cerned sub-sector. The synthetic ranking may be availed for the huge investment in use

of the funds to be provided by other donors in the future.
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Por the urban water supply component, the ranking criteria comprise three esseatial
evaluation factors, namely: (a) percentage of underserved and unserved popudation in the
base year; (b) percentage of underserved and wnserved population in Phase I, and {c)
pereentage of population unserved by Level 1H Systems in the base year. Fiest, these
factors are scored by the range of underserved and wnserved percentage and totaled by
municipality with the application of weighing method.  Adopted weight to the factors (a),
(b) and {c) arc 50%, 35% and 15%, respectively. Table 11.4.1 shows ranking proce-
dures, overall weighted sco.re and investment need ranking of the mumcipalities. There
are three (3) municipalities identificd as top three (3) priority municipalities namely

Llorente, Maslog and Mercedes.

With refercnce to the provincial fund allocation, it is assumed that 60% of the fund for
urban water supply from ﬁrovincial government is distributed equally to the top fifth
ranking municipalitics, while the remaining 40% are equally distributed to the cest of the
municipalitics. The result of distribution is shown in Table 1 1.4.2. The available funds
for about half of municipalities are adequate to mcel the Phase I requirements for urban

waler supply.

To come up with the synthetic tanking of the municipalities, scoring method is also em-
ployed for other sub-sectors, The score is derived from (he range of underserved and un-

served percentage in the base year. Synthetic investment need ranking of municipalitics

- covering four ‘sub—scctors‘ is shown in 'i‘e}ble"l 1.4.3 (refer to ranking procédures in Table

1414, Supporting Réport). The top ranking municiﬁalitics are Giporlos, Dolores,

~ Maslog, Arlc_chc' and General Macarthur, which indida(cs that they are given priority for

investments in all sub-scetors. The mp'nicipalilie_s' of Borongan {Capital} and San Julian

are the least priority in ferms of investment rénking.
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‘Fable 11.4.2 Distribution of Provincial IRA to Municipalities for Urban Water Supply

Unit: 1,000 pesos

Fund Distribution
o . Ford Mm"f:';‘ :fm” Available Fund . -
g Name of Distribution | Disteibution| from Nl;lional Distributed to | Phasel | c:gl::[::‘s';n:m
3 Musieipatity  lfrom Provinciat Percentage | Gorernment Munlcipatities |Requiremeits v &
Government A% o)) (+@} .
(1)
4 JAneche CCF3as] wesa ] 1.635 4339 R I T T
_ 7 _|Balangiga 2,391 .93 2,634 5,025 6,933 72.48
23 [Balangkayan B i e
19 |Borongan (Capital) | — I -
4 {Can-avid 3,596 12.00 2254 5 RS0 69e2| w02
7 |Dolores EEEC R EE L7 6,102 152560 %000
_22 |General Macaithur o o ~
11 [Giporlos 2,391 758 2479 ames|T T 5,375 50 52
1 |Gyiusn PXCT I 2843 5,21 9993 5136
7_|Hemnazni 1328] 443 1,293 2,621 R
16 {ipapad 728 sai 2317 1T 3987 %95
7 |Lawaen 230} 798 3347 _ang| 7o gr2y
L [Llorente 1,136 539 4,057 5793)  s58ss| o391
[ 1 |Maskeg I S 1,345 1,346 [RLE
20 YMaydolong o )
b |Mercedes 433 1616 BNET NIE 1,737 9891
| 21 Oras | I R
16 |Quinapondan 231 758 1,921 3318 5,603 7706
6 |Salcedo 187] 062 2,634 2,825 2,856 9391
1L_[San Julian 1063 355 1,573 2,641 2,669 9805
11_[San Policarpe 2,391 9% 1,656 4,047 4684 8640
15 |Sulat
18 JTaft
Total 200651 100 35941 63.906] IETRTY] I ST .
Table 11.4.3 Municipat Investment Need Ranking
Weighted Score by Sub-scetor Synthetic
Name of ar s ‘ - . Total Municipal
Municipality Urban Water |Rural Water| . Ul.fbal) 1. R}l(?.l Weighted |Investment Need
;o Sypply Supply Sanitation | Sanitation Score Ranking
B R - e 71 Y -
alangiga ) B . ] .
[[Batangkayan - 007 ] 020 |  { 020 _0as . 062 e
fBorongan (Capital) 014 0.15 0.15 0.05 08 | T
ECan-avid 023 020 015 0.15 .73 9
RDotores - . 021 025 025 0.20 091 2
llGereral Macarthur 0.08 025 0125 020 0.78 4 o
EGiportos 019 035 025 025 0.04 - I -
{Guivan 0.19 0.10 0.0 .20 I R
Herrani oz 0.20 025 | _ei0 0.76 5
Jipapad 1 o 0.25 0.10 020 0.72 n_
Lawazn 021 0.i0 025 015 TR R P4 |
Uorente 023 020 015 0.5 0.15 3
Maslog 025 025 020 0.3 0385 3
Maydolong 012 025 015 0.15 061 L -
Mercedes 013 0.05 025 0.i5 0.70 3
Oras 0.11 220 025 020 076 6
[Quinapondan 0.7 0.15 015 E 032 i
Salcedo 012 063 0.15 005 - | 057 19
San Julian G.L9 010 o015 | T ens T {  ear |
San Policarpo 019 045 0.10 0.10 0.54 20
Sulat 0.18 0.15 020 0.05 0.58 I8
Fant ¢is 005 610 0120 0.50 ]
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11.5

11.5.1

National Government Assisted Level I Water Supply and Sanitation Project

Of the averall projeet requirements for the mcdium-lcrm dcve!opmeﬁt, those for Level I wa-
ter supply and sanitation improvement with possible assistance from the GOY were studied
inapplication of new cost-§!1arilxg arrangement, In 1997, the six provinees in the Lvzon arca
(after completion of PW4SP) jointly submitted the project proposal, als a package of 23rd
OECK assisted loan, to the NEDA through the DILG for ihc limited sub-sectors under the

above conditions. The loan agreement between the two parlies was made on September 1999,

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

and {inancial viabilily were studied. However, Level [ rural waler supply component was ex- :

cluded, since on-going ADB assisted project will cover the requirements for'medi_um-:tcrm |

dcvcropmcm'targct. White. Some sanitation com;ﬁoﬁcnts beyond the scope of the said ADB

assisted project were studied for limited classes of the municipality to meet the cstablished

provincial target in 2004.

For the pIDjEC{ the DILG is assumed to be Execulmg Agency and the provmce implemcnt- _

ing Agcncy i the meanhme The pro;ect may be merged together with those of thc dth
batch provinces in lhe prcpar'ihon of the PWA4SP. The |mp!cmcmalmn of a packaged project

may be reatized in the near future.

Project Components

(1) Sanitation Componenl

There are seventeen $%)) ellglbic mumcrpahtles lo meel lhe condition for GOP-assnsted
projecls (hm:tcd to 3rd to 6* mumcapahhes) in sanitation sub- sector. Sanitation compo-
nent comprises 130 school toilets lo the rural communities. Dlstnbutlon of toilel bowl
(pour-flush type only) is one of the component of samtatzon sub- sector in the medium-
term developmcnt plan howcver it shall be excluded from GOP-assisted projecis due to
the curyent praclice of NEDA. Wuh the mtegrallon of sanitation in the waler supply
projecté, equal emphésis shall be given to sanitation component to ensure a greater
health irﬁpacl in the rural communities. School toilet will be constructed for public
school in the _rijrai aréas (50%: toilet facility/ classroom and 56%: standard toilet build-

ing). Health consciousness among rural peop]e will also be bolstered with the provision
of health education training and 1EC materials.

11-20
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(2) Equipment/Commodity Assistance
The works for Level 1 facilitics and its supporting vehicle/equipment will be managed

through ADB-assisted project.  Thus, such items shall be excluded from the proposed
project.

(3y Consultancy Services
Considering the maguitude and complexity of the project, consulting scevices and tech-
nical assistance may be availed 1o strengthen the executing and implementing agencices’
capabilitics in undertaking the project. The services will cover technical and institu-

tional/community development aspects of the project.

During the detailed design slagc,.lhc serviees will cover finalization of construclion sites
based on site selection crileria to be dcvelo;ied and prcparﬁtiou of bidding documents.
Guidelines and training program for strengthening the capability of implementing agen-
cic; and NGOS will bg prepared énd carricd out. The construction stage will include as-
sistance to LGUs in the supervision of construction works, conununily organizing and

training works.

© (4} Institutional Development
The project entails community development with people’s active parlicipation to assure
the responsibility for O&M of the facilities and strengthening of existing inshilu-
tion/organization and/or formation of new ores. Thus, various activities will be under-
taken from national to beneficiary levels. A sufficient cost for the purpose will be taken

into account,

11.5.2 TI'roject Requirements

The prOviﬁce will ‘manifc_si its will.ingness_ to parlicipate in the project entailing timely ar-
_rangemc:i;s to mect NEDA réquirémehts. ‘These rc@iremcms are (1) RDC Endorsement,
) FCC cleérance and {3) Letter of 'Commilme-nl.‘ Water right permit from the National
Water Resourcéé Board will bc fulfilled after site selection and preparatory works have been
- undertaken. In addition, Merﬁorandum of Agreerﬁen’l (MOA) on ihé co.sl-sha.ring. and other
arrangements required for the project will be exchanged !la.elwéen the province and con-

cermned municipalities,
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1153 Punding Requirements

(1) New Cost Sharing Policy
The project {inance was studied in accordance with the 50%-50% cost sharing arrange-
wment (50% is an average municipality’s share among concerned municipaliiics) between
the GOP and the .GUs. Financial sharing among the province, municipality and baran-

gay shall then be clarified based on the estimated cost requirements through MOA.

The new policy of the national government grants for dcvolvcd actwmcs statud that “this
scheme sha!l be applied to all new ODA-assisted pro;ecls that are currcntly bemg pack-
aged in support of L.GUs", With tegard to this, 50% national govcrnmcnt share will be
applied for Level I water supply and even 70% of NG share for 5* and 6" classes of mu-

nicipahtics for sanitation component (refer to Table 11.5.1).

TFable 11.5.1 New Cost-Sharing Al’ia'ltgclllenntBelween NG and LGUS

Scector/Activity L.GU Income Class Devised NG Shave | Remarks
‘ ' : 0 ' __Eoﬂ_&‘,,w ?_, No GOP gra'ms for Level
Weter Supply: Level Fonly 5% o o* 50 1 & 11 water supply
Sani g Facility 1"10 2™ o S e O
B b ey o | Fana 5
ter houses o and 6 -

(2) Financial Viability
1) Conditions and Assumptions for Fmancnai Study -
The cost-sharing between the GOP and LGUSs is 50% : 50% of the overali project
cost. While, it is assumed that the 50% share of LGU is further allocated to the
LGUs and beneficiaries with 47% and 3% to the overall cost, rcspectwcly

+ The fmanmal sources of the national govcmmenl are the loan from foreign donor
and GOP counterpart budget, ‘and LGUs from the budgel of the province and mu-
mmpahtles The cost—sharmg part by beneficiaries is equity contribution includ-
ing fand, material purchase cost, right of way, labor, etc.

- The O&M cost is managed by the beneficiaries.

2) iject Cosl
The cost estimate was made based on 1998 pnce level in Chapter 10. Then, phys:cal
and price coutmgencws as well as value-added tax were added. The project cost for
the concemed municipalities in line with above conditions/assumptions is showa in

Table 11.5.2. Overall aggregate cost for the implementation period of 2000 - 2004

11-22
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!‘able ll 5.1 (,Ol’ Assisted 1. ewl b Water Suppl:. and $a mhllon l’ro;cd Cost

. . T D Y ) (‘Op T
| Category B Qty, Unit Cest Aniount Cordan '-03'!_.t.,, ;OP.v( l’ - B
A. Const, & Civil Works - T ]
Water Supply
1. Deep Well (40m) 0 310,235 0
2. Deep Well (80m) 0 546,285 1]
3. Deep Well (120m) 0 122300 0
4, Shallow Well 0 82,400 0
5. Spring Development O 747,000 0
Sub-total a 0 0 G
Sanitation
1. School Toilets 130 233500 | 30,355,000
2. Public Totlets O 368,400 U] ‘
Sub-total b 30,355,000 11,199,450 19,155,550
Land acquisition
Land acquisition & Right
of Way 0 0
Sub-total A 30,355,000 11,199,450 19,155,550
B. Equip.fLogistic Support ‘
i. Support Vehicle ¢ 590,000 0 )]
2. Well Rehab. Eqt. 0 280,000 0 0
3, Maintenance Tools 0 10,000 0 0
4. Water Quiality Test Kis g 15,300 0 0
“Sub-total B 0 0
C, Consultancy Services
1. Hydrogeological Survey L .0
2. D/D and Const. Sv. 3,339,050 3,339,050
Sub-tefal C 3,339,050 3,319,030
D. Instiutional Devi.
1. Capacity Enhanc. Prog. LS. 3,200,000 2,650,000 550,000
2. Commu. Manag Prog. i5 10,770 161,550 ' 54,281 107,269
3. Health & Hygicne Educ. 5 1,800 27,000 27,000
4, Water Qualily Surveit. 15 700 19,500 10,500
5. NGO Assistance 15 1,200 18,000 18,000
6. Adninistrative Support LS. 1,200,000 1,200,000
Sub-total D 4,617,050 2,704,281 1,912,769
E. Physical Contingency 3.831,110 1,724,278 191,277 1.915,55%
Total (A+BICID+E) 42,142,210 18,967,059 2,104,036 | 21,071,105
GOP Total 21,011,105
LGUs 19,800,839
Equity 1,264,266
LGUs t Equity 21,071,105
E, Others S . ‘
i. Price Contmgency 14,651,648 6,346,068 594,481 7,711,100
2. Vafue Added Tax (VAT 1,453,850 o 1,453,850
" Sub-tetal F 16,105,458 6,346,068 2,048,331 7,711,100
Grand Toial 58,247,708 25,313,126 4,152,377 28,782,205

{2) N.A : Notapplicable

(1) Assumption/Conditions for Cost estimate
1) Direct cost: based on 1998 price level.
2) Pysical contengency: 10%% of materials procured.
3} Price contingency: Forex 3%; local 7%; compounded annually, base year 1998
4) Value added tax; 109 materials produced.
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3

arrived at about P60.0 million (1*43.5 million in 1998 price level) referring to the im-

plementation schedule of the project.

Financial Arrangement

The two alternatives for the financial arrangements arc studied to prepare required

cost to be shared among concerncd parlies: 1) Ulilization of IRA only and ii) Uliliza-
tion of IRA and MDF.

Case |: Utilization of]RA fund only

Curvently, there is no pIOJCCthI\ on drastic increase of LGUs" budget lhmugh the

fulure. Under such a condition, the followmg are considercd.

«  TPotential fund is the TRA annually allotied from the GOP to m'un‘icipatilics‘and
from province fo municipalitics. Municipal tax is negligible small in the alfoca.
tion to the sector. The tofal municipal budget available was projected .by sub-
scctor in Section 11.3 -

. Arrangcmcnts by the municipalitics mth MDY and banks are dlsn,garded con-
sidering current financial capablhty of the municipalities.

+ S5-year development program {from 2000 to 2004) is applicd to increase project
fund using available IRA. .

-Applying the cost-sharing arrangement, the IRA available was cslimated for the eli-

gible municipalities in provision of nalional govemment grant fund based on the

following conditions.

a) The available fund of sub-sectors is a sum of municipal and.provincial allotments
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 province is divided into
two groups; classes 1" to 4™ and 5 & 6 in proportlon to the construction cost

yequired. The provincial [RA for the elaglble mumcupahues is considered for this
project. '

¢) For samtahon sub sector IRA to the ehglble mumclpahues is regarded as ava:l
able fund. The manner of allocation of provincial IRA to the eligible munici-

palities (3" to 6") is same as that in water supply sub-sector.

The total IRA of the province available for the eligible municipalities in the subject

seclor was estimated at £33,111,000 as a tolal of 5-year development program, con-
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sisting of urban and 1vral sanitation {details are included in Table 11.5.1, 11.5.2 and

11.5.3, Supporting Report). The estimated IRA available is shown below,

Sub-sector Provincial IRA Municipal IRA Total
Rural Sanitation: 11,274,000 11,675,000 22,949,000
Urban Sanitation: 5,047,000 6,366,000 11,413,000

Total; 16,321,000 18,041,000 34,362,000

Table 11.5.3 shows the cost sharing (1998 price level) for the project among the
GOP, LGUs and beneficiaries {BWSAs).

The GOP shall shoulder 50% of the overall project cost, utilizing the foreign assisted
loan of 45% or R19.0 million and 5% or B2.1million of the government counterpart
fund. The remaining 50% of the :overa'll cost shall be shared between the LGUs by
47% or £19.8 million and BWSAs (beneficiaries) by 3% or £1.3 million.

Table 11.5.3 Cost-Sharing for the Project (Case 1): 1998 price level

Financial Source x 1,000 Peso Percentage Remarks
GOP 2,104 5 50 i G?Ef‘"""“ff‘?"[
. 18,967 45 Foreign Loan
47 1IRA ]
LGUs 19,507 50 ]
1,264 3 BWSA equity
Total 42142 100 T ’

The cost comparison was made between the estimated project cost to be shared by
the LGUs and available IRA of LGUs in the implementation period. Considering
contingencics and VAT, the IRA to be used by LGUs will increase to P27.1 million

from P19.8 million (1998 price level). The required cost is about 80% of available
" IRA (#34.4 million). S o :

Case 2 Utilization of IRA and MDF

" The utilization of the MDF is considered in case that the LGUs will fail to furnish

IRA for the cost to be shared (even if estimated IRA available mects the required
cost to be shared by the LGUs). The foreign loan may be avaited of at the maximum

financing limit of 75% of the overall project cost.

Thus, the GOP shall possibly support the _LGU§ thro'ugh the MDF in case that man-
ageable IRA will not be able to fill up the cost requirement of the projeét, Table
11.5.4 shows cost sharing scheme for the project (1998 price level) between the GOP
and the LGUS.
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Table 11.5.4 Cost Shaving for the Project (Case 2): 1998 price level

Financial | ¢ } 000 Peso Percentage Remarks
Source . T
T 2100 | s [ s | GOpeounterpan
GoP l8,96§ 45 50 Foreign Lozn |
[ (12,640) (0)— 75 Foreign Loan for MDF
7,167 17 J IRA
LGUs 12,640 | 30 €@ 47 | 0 | MDF trough Foreign Loan
[ 1,264 3 3 BWSA Equity
Total 42,142 100

GOP is i)ossibly to finance up to £31.6 million or 75% of the total project cost in the
portion of loan. Out of GOP finance through the loan, £19.0 million or 45% of the
total project cost shall be granted to the LGUs, aside from 5% GOP counterpart fund.

‘The remaining £12.6 million or 30% of the total project cost shall be utilized for fi-
nénc.in g the LGUs to secure their budgetary capacity throu gh MDF.

Under this case, the IRA to be used by th'e‘ LGU will increase to B8.7 million from
£7.2 million {1998 price level), considering contingencies and VAT, which 1s 26% of

available IRA estimated in the pfcvious study (B33.1 million).

4) Project Implementation Schedule

The proposed implementation of the project is scheduled for five years after hiring

the consultants. Figure 11.5.1 presents the proposed schedule.

Figure 11.5.1 Proposed Prbject"Iinpleme'l_ltat_ion Schedul_c

Activitics 2000 200 | - 2002 2003 . 2004

b f2nd f3cd [4ih fest f2ed [3rd lath [s (208 D3ed fash [4se f2od fMd [20 [is ]z.«s e ;4-.1«
H L

Project Bnplementation

1. Detailed Design : SRS ]
2. Community Davelopment/

BWSA Formation
3.9Q, Bidding and
. G50 501 F g R
Contractor Selection £, e

4. Procurement end Delivery

of Materizls and Equipment . : ) FA BRI

5. Construction of Water Supply and
Sanitation Facilities . F_‘%@g% Sarii

{Construction sup2Ivisory services)

Project Monitaring

L
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1.6

Cost Recovery

Cost recovery and cost sharing are essential to altain the planned targets. The PW4SD advo-

cates the imposition of tariffs for the recovery of capital and operating cost based on the

principle that adequate waler, sewerage and sanitation facilitics should be paid for.

(1)

i)

Level 1 water supply systems

For Level 1 systems, cost sharing between the 1.GUs and beneficiaries is required for the
capital cosls, even the por(ioﬁ of the beneficiaries is limited according to the current na-
tional policy. Currénlly, the pcrépnlage shared by the benefictartes seems to be 3 te 3%

of total requircments based on the experience.

Beneficiaries are also responsible for all recurrent costs. Monthly recurrent cost is esti-
mated at about 8 Pesos per houschold in the base year price level {refer to recurrent cost
in Chapter 10). The figure will be increased up (o about 12 Pesos per houschold in the
year 2004, assuﬁﬁng an annual inflation rate of 7%. This monthly fec scems to be af-
fordable to the users com:dc:mg the cwrent income level (rcfcr to affordability 1n

Chapter 6), but wdlmgncss to pay shall be promoted

Depending on the users® income level, water charges shall be detenmined and agreed
upon é.mohg the water users. The csiimatedf w:it'er chargé for O&M costis P8 per house-
hold per rnomh which is less than 1% of lhc medlan monl‘hly household income of

24,787 in 1998. However, the users will have to pay water charge of up to 2% of thetr

“monthly income or P144/houschold/month in 2004 to manage not only for repair of

hand-pump but also rehabilitation and reconstruction of decp well, assuming that well

life is 20 years.

Level 11 water supply systems

Full cost recovery is requmd for all capital costs for chd 11 systcms Based on the

standard design of Lev: el Il system undcr PWASP, population to be served is 600 people.

| The averagc capltal cost to be paid is csttmahd Bll 565 per household (refer o Chapter

10). Applymg the capital recovery factor o the capltal costs with conditions of 7% inter-

¢st rate and 20 years repayment period, monthly payment anounts to B91 per household.

The annual recurrent cost per houschold is estimated to be P180 (i?ISIhoilschold!momh)
in the base yeér (refer to Chapter 10). It will reach to £22.5/111¥month in the year 2004
at an annual inflation ratc of 7%. Thus, the annual amount of recurrent cost in the year

2004 is P114, which is 1.6% of the family income as shown below.
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{a) B stimated water rate {flat rate, Pesos) Y
(b) Percentage of (a) to monthly median household income in 2004 Y : 1.6%

NO[Q T

1} Provincial avcragc monthly median income in 2004 (P7,184 per houschold) is derived
from 1994 Family Income and Expenditure Survey considering annuat inflation rate of
7%. The monthly median income in 1998 is P4,787.

(3) Level I watcr supply systems

A full recovery of capital and '0perati0n & maintenance cost is required for Level [
systems.  To test the affordability, a.‘comparalivc study was made betwecn estimated
water rate (baéed on standard monthiy consu:ﬁpiion; L3m?* per household) and projected
income in year 2004. Tota! capital cost of Level 1T water supply Systcm is #61.698 mil-
ton for 2,243 houscholds to be served. Assuﬁaing an anhual inflation rate of 7% and 20
years repayment period, the annual capital cost to be paid is 12,596.5 per household.
The monthly capital cost to be paid by cach houschold is £216.

lhc monthly rccurrcnl cost per household is estimated to be P3S (P4l7! ycar; refer to re-
current cost in Chapter 10 where opcratmg cost is P2.05 mllhon i base year for 73,824

households) Using an annual inflation ratc of 7%, this recurrent cost is projected to be
P52 per household in the year 2004.

Thc comblred amounl of capt(a] repayrnent and recurrent cost in the year 2004 is #269/
houscholdlmomh about 3. 7% of maonthly income. Thc co_s.t shall be recovered as a
monthly water chargc to be patd by users. The percentage of the water rate against in-

come with mor¢ or less 5% is commonly affordable. In this regard, monthly water rate

seems to be affordable.

(a) Estimated water rate for 15 m® (Pesos) ) . o 269
(b) Estimated minimum water rate {1-1¢ m*) (Pesos) 2) o 23
(c) Pernemage of (a) io month!y mcdtan household income in 2004 : 3.7%
Notes:

1} Water rate for the HH wnh monlhly consumphon rate of 10m’ is eal:matcd under the
same assumption of a).

2) Monthly median houscho[d incotme is R? 184 in the year of 2004.
{4} Sanitalion

The provision of sam:ary toilet fac:lmes for public markets and schools is under LGUs in
coordination with parent-teacher associalion. However, recurrent cost for the public

markcts shall be collected from the users including stakcholders of the market.
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Houschold toilet shall be managed by individual houschold.  However, the facility is
costly with reference to the current income level, especially in the rural area (flush-type
toilet; P23,000 and pour-flush toilet; P14,800). Governmental support is also limited to
the provision of tailet bowl for pour-flush toilets as an incentive to increase the distribu-

tion of water-scaled toilets. Thus, cost recovery in application of loan shall be consid-

cred.

Applying the capital recovery factor to the construction cost with assumptions of 7% in-
terest rate and 5 years repayment period, monthly repayment amounts to P467 for a Nush
type and £301 for a pour-flush type, respectively {detaits of vnit cost are refeired to in
Chapter 10, Supporting Report), The percentages of repayment 1o houschold income in
the year 2004 are calculated in the same manucer as the study for Level HT water systems

and arc shown below.

(a) Repayment for Flush Type (Pesos) 468
{b) Repayment for Pour Flush Type (Pesos) T30
(c) Percentage of (a) to monthly median houschold income in 2003 1) o 65%

To expedite the sanitation secior improvement, introduction of specifie loans that are re-
volving in character with fow interest rates and longer repayment period may be an ef-
fective solution. For urban sanitation, the linkage with existing housing loan shall be

cstablished to cover construction of sanitary toilets.

it-29



Chapter |

MONITORING FOR i
MEDIUM-TERM DEVELOPMENT PLAN s




%

&

12,

12.1

12.2

MONITORING FOR MEDIUM-TERM DEVELOPMENT PLAN

General

Many of the systems consiructed earlier have operated in a limited way becanse of insnfficient
monitering and post-consteuction technical support, aside from the problcms in promotion of
sell-reliance and local comnumily management. This Chapter secks to recommend a focused,
practical, viable, crcative appioach to strengthen sector and projecl monitoring.  ‘The
devetopment of a coordinated moniloring system is one of the key componcnts of an cffective

management system.
Scctor Monitoring

Secilor momitoring refers (o the overall water and sanitation situation in the province. One
may readily use a demand-supply mode] for scctor monitoring, Pemand would be indicated
by such indicators as gaps in coverage, health conditions, and standards for water
consumplion. Supply would be indicated by the water resources situation, actual coverage ol
existing facilitics, outpit volume, types and condition of facilitics, by the available funding,

and by water/sanitation associations organized to undertake secter activitics.

(1) The monitoring system must support a well-defined and accepted sector development

process-model.  There are four gencral aspeets of sector monitoring which will be

addressed:

1) Establishing the databasc: This involves identifying the types, level, and {orm of the
information o be extracted regarding the performance of the sector’s service

development, service delivery, and service maintenance systems.

2) Data colleciion and transmittal system: This defines the mcthods and assigns
responsibilitics for the recording and refaying of the data {rom source to the concerned
recipients, from raw data to consolidations and reports at the various levels of the

hierarchy of scctor management.

3) Data analysis: This prescribes how and by whom the data will be processed, and the
purpose of the outputs of the various analysis and reports. The purpose or uses of the
data will determine when or how frequently a report will be generaled, as well as the

partics who should receive the report.
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)

(3)

4) Response sysiem: This defines the responsibility, authority and discretion of the
recipients of the data flow to take actions, make decisions, alter plans, or take sueh
measures as are approptiate given the performances indicated by the data. This system

feeds into and is cssential to the management and regulafory stiuctures of the sector.,

Sector performancc deficiencies demand that serious thought be given to innovations to
reduce costs in achscvmg lhc provmcnl sector plan. With lhe monltormg system, the sector
should be able to take an objectwc view of the way to meel cmrent stratcglcs For example,
does community management of systems really work? Do low-cost technologies make
sense? Under what conditions and how? How can the tatget be achieved for low-income
communitics? A sector monitormg systemm should be flexible to support planning and

rescarch studies on such specific policy and operational issues.

In putting together a relevand scetor monitoring system, the following should be seripusly
looked into:

1) It should remforce the linkage bctween water samtahon and hea!th This implies
that covcragc should be measured for availabllnty of both water and samtanon for a
household Thus, a household can be categorized as havmg bolh water and
sanitation, water only, sanitation only or none of either. At later stages, health

practices can be included in the monitoring.

2) Tt should be reliable and involve the beneficiaries. This mechanism could provide the
data quality control, which is missing in exisling systems. Distortion of information

may occur when implementors are the monitors. The barangay will be the basic data

caplure 1evel

3) Monitoring will succeed onty with interagedcy support, paﬁicularly in the initial stages.
It shou!d be accepted by all sector agencics. A umﬁed set of ﬁgures and indicators

will greatly help in planmng

4) It should be practical and implementable. It should start with the current monitoring
capacity 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.
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3)

The system should be followed through with cffective feedback. It shonld develop
creative ways of providing fecdback to the ficld. The current way in which data is
processed is by consolidation. The field sources' only fecdback is, for example,
national coverage figurcs. In the course of consolidation, opportunitics for spectite

feedback useful to project implementors on performance are lost.

It would be useful to have a serics of workshops among the different levels of the sector’s

management structure, (o achieve the following:

D
2}

3
4)

3)

6}

Training on project monitoring and data use in the water sector.

Development of initial database (identification of the type of data and reports that the
parlicipant-managers need in their respective arcas of concern.)

After the database is cslabllshcd a team will drafl the Managcmcnl Information System
(MIS), which will be an input to the next scries for workshaps.

Review of MIS drafl, revisions, and commitments to test.

Sharing / reviewing of experiences with MIS draft system.  Recommendation on
adjustments to MIS for 2nd field testing period.

Sharing / review of experiences. . _

Final recommendations to be iﬁcofporated into Final Draft of MIS system by the MIS

Team.

Review of Final Draft Systcﬁl to be preséntéd hy MIS Team of adoption,

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

difficult o collect than the oihers because the sector is not ready to gather them. The

LGUs will group indicators into phases based on avallabnllly of data and/or case with

which such information can be collected with improved sysiems. A review of thc objee-

. tives sct for the sector almost excluswe]y qhows a focus on coverage. It is important to

get sector ohjectwcs stated bcyond coverage terms in order to encourage use of

addmonal indicators. Babed on past experience, requiring too much information leads to

start-up difficulties. A three-phasc build-up mecting sector requirements is outlined in

the following sections:

1)

Phase 1 Indicators

- Access to both adequate water and sanitation

- Water and sanitation associations duly organized to undertake scctor activities

- Water and sanitation facilities in schools

- Capital development costs
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2)

3}

- Sources of capital development funds

- Incidence of diarchea
- Water availability and water quality maps

- Unit cost {per capita or per facilily)

Phasc 2 Indicators

- Houschold hygicne habits and practices

- Water stored in house covered? food covered? grounds free of faeces, garbage,
waslewaler cesspools? animals in the house? nﬁothcr's and children's hands
clean? ‘ _

- Existence of barangay spot maps and facilities fedger cards

- Existence of O&M arrangements

- Current costs to households and willingness to pay for improved service

Phase 3 Indicators

- O&M Cosls o _

- Financial efficiency and stabilily'indicator.s
- Institutional development ingicators

- Low-income groups benefiting from improvements

(5) NEDA has issued a Board Resolution i in 1995 prowdmg a practical deﬁmhon of terms for

planning and monitoring. The dcﬁmhons were armived at after exhaustwe discussions and

consensus with the implementing agencies.

(6} Recommended mslltutlonal responmbmlles for sector momtonng Momtonng is bcst Ieﬂ

10 parties not dlrcctly involved in delivery of lhe services, Thc best monitors are the

community members themselves since accuratc momtormg reports is in their best

interest. At the data capmre Icvel the PHO structure, with its midwives 2nd BRW

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

l)l

2)

Provincial Level: The PPD_Os, through its Research and Eva'luation Division, will
play the lead role in 'or'ganizing the ﬁt;.ld data collection ¢ffort in coordiﬁation with
the ficld offices of national agencies, NGOs and the water districts. The Monitoring
Specialist, with the PSTIPWSU, will assist the PPDO. |

Municibal Level: ‘The Municipal Development Coordinator has the mandate of

monitoring all development activities in the mdnicipalily. The municipal sector
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12.3

fiaison will therefore coordinate the preparation of the reports with the MPDO,
supporied by PHO and NGOs, as nceded.

3) Borangay Level: There are several institutional options for leading the monitoring at
the barangay level, such as the barangay health stations, the barangay council, cle.
The municipal tiaison will take the lead in establishing the barangay monitoring res-

ponsibilities,

{7) Computerization of the system can come at later stages. This should be gradually
phased in as the scclor agencies sirengthen their monitoring mode.  This will alsa
discourage a ground swel of requests for computer hardware. Computer facilitics are

avaitable at the provincial level.

(8) A new scctor database program was designed and is currently under review., A Scctor
Database Center was Qslab]ished within the DILG-PMO. The system was successfully
piloted in three provinces and replication in other priorﬁy provinces will begin shortly.
(Note: This database does not go down to the project level. U was primarily sct up to

determine supply/demand and financial capabilities of L.GUSs to absorb costs.)

Project Monitoring

Sector monitoring refers to the overall water and sanitation situation in the provinee, on the
other hand, projcci ﬁlOﬂ_itOring looks at progress of specific activities or projects. Indicators

would thus include; disbursements, percent completion, cost overruns/underruns, elc.

(1) Atthe provinciat level, pfojecl menitoring shall include projeclé‘classiﬁcd under any of the
following: '
+ foreign and naliohally-funded pfojccts which are implemented or located in two or
several hmnicipélities in the prolvincc or implemented or located in the provinee;
« other projccls._ implemented and man;dged at the provincial level with funding

generated from provincial sources.

(2) Project Monitoring Committees (PMCs) at the provincial and municipal levels are to be
tasked with the monitoring of local government projects funded from national and local |
government funds, and composed of representatives from different organizatibns, from
NGOs, the administration, the ruling party and the opposition. _ From these

representatives, the Provincial Govemor selects the chairman and the others as members.
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The PPDO can be delegated to serve as the secretaviat and the PMC manages with the

assistance of the non-goverament organizations in the monitoring and validation of

project implementation.

(3) The specific roles and responsibilitics of the various units in the implementation of the

momtoring system are as follows:

The Project Monitoring Commitlee:

Provides the list and schedule of all projects te be monitored to the NGOs involved in
mbnitbring; .

Collects and processes repoits of implementors; NGOs monitor :the status of project
imp}eméntation for the information of the development council and next higher level
project monitering commillec; .

Pinpoints problems and verifies information to be submitted for analysis and action of
the devclopment council; ‘ ‘ .

Provides feedback on the remedial actions of the development council and follows-up
their implementation; ‘ _ _

Pre;)éres and.disspmina!cs periodic project monitoring report on the status of project

implementation; and

Elevates to higher level bodies problems/issues which arc not resolved at their level.

The PMC Secrefariat:

Preparcs the monitoring program to be und_értaku_en by the PMC during any given
fiscal ycar, which will in;lude,' qmong others, the lists of pri}jecl_s and schedule of
implementation based on submission of implemeﬁting ageﬁcies; '
Provides chief cxecutives with infonﬁation on the projects to be monitored by the
local PMC’s; . _ N '
Facilitates inter-agency, inter-governmental anﬂ field headquarters coordination

whenever necessary,

The Project Implementors:

Submit périodic reports o the monitoring committee on the slatus of project

implementation base on suggested reporting forms;

Provide authorized monitors assistance in getting access to more detailed information
on project implementation (e.g. detailed work program);

Submit to next higher level office of line agency reporis on status of implementation;
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*

hoplementinstitute remedial measures on problems/issues identified as suggested by

the development council.

(4 The fallbwing is the process flow of project nionitoring.

%)

1)

2)
3

4)

5)

6)

7

8)

9)

The PMC sccrefariat provides the NGOs with the moniloring plan, containing
information on projccfs tobe implememéd at the provincial level;

PMC prepares its monitoring program for the calendar year;

I‘mj‘ect implemcmors undertake projects, prepare and submit status reports on project
smplcmcntauon to lhc PMC;

NGOs submit pro;cct excepllon reports (o the PMC, with copy furnished the project
implementors;

PMC assesses reports of implcmcnlors and NGOs and conducts project visits of
pregccts identified in the momlormg wi 01k program;,

PMC processes  reports of wvarious unpiemcntor:. and prowdes the provincial
deve]opmcnt council with a consolidated report on status of project implementation n
the province; o _

PMC cvaluates problems, rocommends solutions duﬁ"ng ils régular or special meelings,
and refers same to the Provincial De\ e’topmcm Counml for appropriate achon

PDC assesses repons and takes proper achon (probkm solving, referral to appropriate
agencxes!cmmcnl),

Inip!éménlors take remedial action on prébl_ems/issues encountered in project
imp1eméniation. (If after a reasonable period of time, no remedial  mcasures/
appropriate action have been taken on the problems referred to the concemed

agencyﬂocai de\elopment counc:l the PMC forward the issue to lhat RDC),

lO) PMC prowdcs feedback to concemed mplemcntors lGUs NGOs, and other

concemed agenc:es and follow- -up 1mplemental|on of remedial measures; and

11) PMC forwards consolidated s!atus report on projcct unp!emen!ahon in the provuu.c 1o

the Reglon_al Project Momtormg Committee (RPMC).

The PMC determines the schedules for the submission of rcpo_r(s; Reports are submitted

to the PMC who will forward the consolidated reports to the Provincial Development

Council {(PDC). Subimission of the consblidated report from the pro‘}incial 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 PW4ST

(1) This PWASP should be updated at least every five years. This will be the responsibility

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

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

the efficiency with which these abjectives were achieved. This will be followed by a

reformulation of objectives, strategies, new poticies and policy revisions and an updated

sector investiment program,

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

(Scc 12.2) shall be used. Formats have been drafted for this purpose (See Table 12.4.1,

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

D

2)

3

9

_5)

.6)'

Access to both adcquate water and sanitation as a measure of demang: This indicater
can be laken from the Field Health Scrvncc Informatlon System (l'HSIS) Annual
annronmemal Samtahon Survey reporls which are prepared by thc PHO midwives.

These annual surveys are summanzed by municipality by the samitary inspectors.
NSO population projections will be utilized.

Water and sanitation assocrahons (RWSAS/ BWSAS! other commumty -based
assocxahons) organized: This indicator can be co!lected from the Cooperative
Development Authority (Municipal or Provinciat Chaptera) in as much as all water

cooperatives and/or associations are required to register with the CDA.

Water and sanitation facilities in ‘schools: This indicator can be collected from the
various cchool disfricl offices; conso}idated at the division (prm)incial level).
Although a system is in place for regular mventory o{ facilities by DECS, actual

mvent(mes ar¢ seldom nmplemcnted and the LGUs may have te institute a supporting

data gathering achwly

‘Capital 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 those of item 4).

lnc:dencc of dxarrhea Thls information can be taken from Form M 2 of the FHSIS

(Collechon and processing of the data form is similar to that of itemn 1).
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1) Water availability and waler quality maps: ‘These maps should be continuatly

updated based on ficld reports on water quality and quantity as they are received

from opcrations reports studies.  Arcas 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 specialist prepares a report on
actual unit costs incurred. This would include, for example, the cost of drilting for

shaltow or deep wells per meter depth; the cost of pipeline per linear meter, cte,

{3) Municipal level consolidation: For every reporting period, the municipal secior lizison
gathers all the barangay lcvel data including those reports of the municipal healih officer
{and sanitary inspeclors), the DECS division offices. A municipal sector report will be
thus prepared. Further refinements of this report may be nceded in view of future

development initiated at the national level.

The municipal sector report 15 reviewed by the Mayer and then submiticd to the
& Govemnor for further consolidation.  Salicnt sections of this report would be fumished to
DILG, which is tasked with coordinating a national scctor performance report for NEDA

and for the President.

{4) Feedback: Based on these reports, the PST/PWSU will draft a consolidated report on the
performance of the sector during the period including the opportunities and constraints
met and a set of recommendations for policy revision. Municipalitics which have made
outstanding progress and assoctations, which have introduced creative innovations in

their operalions would be cited.

Annual reviews shall be organizcd to analyze not only the atlainment on the physical
project largets, but more significantly, whether the vision is being attained. These
n_aviews coutd also provide the opportunity to sharpen or revise the vision and the

mission statement and distill lessons learned from the implementation experiences,
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