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FINANCIAL ARRANGEMENTS
General

Financial arvangements to attain medium-term (Phase 1) targets are sought taking mto secount
potential funds, However, quantitative study is limited to the use of projected Internal Reve-
nue AHotmeat GRAY. In this conncction, this Chapter addresses (o wdentdy financal shonfall
with referenee o avatable IRA tor this sector and to seck comprehensive logistics i terms of
acquisition of various funds, augmentation of current practices in the Government assistance

to this sector and effective investments and cost recovery.

Avaitable funds {IRA) dwring the medivm-term development periad are projected with the
use of computer-based programs that allow for the Tuture application o nclude additonal
funds that are available. Figure 11.1.1 shows the sector budget allocation in the different ad-
ministrative levels to come up with total funds availabile in the provinee. Figwve 112 ilus-
trates the manner of sector fund altocation ta respective numicapalities Trom the national and
provincial governments with a detailed study Now availing IRA. Inteefaces between provin-

cial government and municipaliticsbarangays are also presented in the same figwre.

Distribuiion of IRA to respective municipalilies is contemplated in assumption of various

factors bascd on the expericnces as of 1998,

The Investment Coordination Committee (ICC) of NEDA adopted a policy “to support the
financing of devolved activities with social and/or eavironmental-objectives” based on three
considerations, namely: Equity, Externalitics and Iiconomics of Scale. ‘The new cost-sharing
arrangement was pul into practice in 1998, which elearly Hmited the national government
subsidy for Level | water supply to 5% and 6" class munieipalities up to a maximum of 30%
of the total project cost. For sanitation facilitics, the national govermment subsidy for 3o 6"
class munieipatitics shall be trom 50% to 70% of the total project cost. In this connection. h-
nancial study for Level I water supply and sanitation improvement was additionally con-

ducted for those municipalities meeting the above conditions.
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(a) Fund from Nalional Govasniment
except IRA through Government
Agencies Assisted by Foreign Donors
(b} Private Sector Invesimenis '

Budget from different sources in the figure above are those

shared to water supply and sanitation sector from alfelted
amount for overall sectors,

(2) Shaded portion above is the potential fiund seurce ta be
negatiated’atranged to meet targel reguicements.
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1.2

Projection of 1RA

The projection of IRA 1o the relevant sector for Phase | period is made covering dilferent

adumnistrative levels, Current manner of altocation by the national government is directed to

three different governmental levels; province, municipality and barangay. Municipal fund

available for this scctor is caleulated as a sum of municipal and provincial allotments. Figure

1121 shows the caleulation procedure with assumptions and Tables 11.2.1 and 11.2.2 pres-

ent the caleutation results. Caleulation process is [urther desertbed as follows:

(1)

(2}

3)

Projection of annual IRA to all LGUs in the Philippines from 2000 to 2004

The IRA prajection for the period 2000 to 2002 have been derived as equivalent to 40%
of the total revenucs of the actual National Internal Revenue Taxcs of the 3" Fiscal Year
preceding the current year {c.g. 1997 to 1999). This 40% ratio is based on the Local Gov-
ernment Code in 19921, For the years 2003 o 2004, the projected National [nternal Reve-
nue Faxes by DOF served as (he basis for projecting the IRA. Projected IRA registered

an annual average growth rate of 11 percent for the period 2000 to 2004.

DPistribution of nationat total IRA o cach administrative unit

Bascd on the Local Government Code, IRA is distnibuted by administrative ltevel as fol-

lows:
Provinces 23%
Cities 23%
Municipalities 34%
Barangays QO%
f)nslrlbuhon of national total IRA to the subject provmcc by provmc;al mumcnpal and ba-

rangay level . -

With reference to allocation of na!iénél IRA By administrative level, ﬁrovinccs and mu-
nicipalities arc based on weighted three (3) factors: populatmn fand arca and number of
administrative vnits. In this analybls hm‘.ever the distribution percentage expenenced tn
1999 is snnply cmployed in projecting IRA for the period 2000-2004 {refer to Table
6.2.2, Main Reporl 'mcl S‘upportmg Report). Alotments to barangays are addcd to the

IRASs for munlmpahues (?SO 000 times the pumber of barangays).
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Figure 1L TRIAL ALLOCATION OF INVERNAL REVENUE ALLOTMENT (1RA)
TOMUNICIPALITIES VOR RELEVANT SECTOR DEVELOPMENT

[ Mational Inteernal Revenue 'l'a'ccs“mm'_l:r
Pertonmicd / Provided by BIR
[rowmy 1997 1o 2001

National Total of IRA: 40% of NIRT
{The percentage was adeptad since 1901)

o b

Altotment of National IRA 0 Administralive Units
wilh Fixed Peofile (2000-2001 & 5 years wilal)

Share of National TRA to Subject

PROVINCES CIiEsS MUNICIPAT THIRS DARANGAYS |
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« Urban Water Supply - . h 4 : Y
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{Alternatives) - _ . By Municipatity - PR Mot An‘olic?blc in_ ]
- Other Components: ' : { Syears: 2000 - 2004} | this Triat Calenlation
Proportion to Med-Tern: Cost ’ - Total of Province IRA and
Required Municipal & Barangay IRA
¥
Achievement Pereentage in
Finance {Alleted Cost 7 Afed-Ferin
g Cost Required)

NOTE: BIR - Bureau of Inteenal Reveoue (DOF) _
NIRT (i997-2001) is the basis of National Total of 1RA (2000-2004)
POTENTIAL FUND : Needs of additonal fund are considerable.

Thus reference informatmon is shaan
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Table 1121 Projectold Fatevpal Revenue Alletment for Medium-Ferm Sector Development

01w
107 0l Al 3
Roevemme Taves oF the Jed Biscal Year 104.049.700] 113.5901,280] 127.449.000] 132312000 137.972.530] 647591 000,
___preveding the cunentyey - .
2 Intermal Revaue Alltmcnt taall LG I D
() prownce {23%) 23.931,445| 26634224 29313482 32733038 36.333.6%3] 148045952
(b cities (23%) 23,031,445 260634204 29,313482] 32733048 36.333.483] 148095052
() wunicipalitics (M%) 35376918} 39,372 435) 43332973 48382934 s53.710.662] 220150072
() barangays (20%) 20800952 23.160.256] 25.489.984] 23.463.520] 31.594.507] 129518214y
| te)tote] BRA teall LGk ] 104049,760] 115,801,280) 127,439,901 142 17.0001 157.972.536] 647.591.05¢
I Pioiected IRA to Subject Piovinee by
Adisstistive Unn :
{3) province 527602 587190 616257 721,640 $01.027 1283722
(b micewipabtics ity including baranzays 1, 849771 L2063.276]  1380.706]  1.327.533)  1LoR2a0T) 1005917
Abuyoz 16,099 50.736 55,312 01,200 67,178 180747
Algatang 28226 106,926 33.603 37019 40,615 170,369
Albucra 26,563 19,758, 2602 16,278 40133 165,654
Rabatnzon 18275 20,113 21935 24.260 26,309 113,793
Rarugo 20,560 22,548 14,518 12033 2,651 124 228
(£ 20,837 22001 24947 17.559 30,508 126 552
Baybuy §5.727 6).189 06,604 73515 80792 RIY 25
Burawen 2689 10367 43808 A8 2K 32824 22094
Calubsan 23422 25.5%9 1,136 30477 33364 140369
Capoocan 21,580 23818 26.056 28899 30893 132256
Cargara 28672 0800 33,504 36955 40589 16492
Daganu 25,159 21413 29,648 12500 33.303 1565223
Dultaz 24928 21,337 290,724 1271 35984 150,741 .
Eidongos 33.28¢ 36,584 19,854 43,027 1840 M2 174 %
Hindang £4 803 16,294 12723 194659 21,646 o0, 75
inapasan 16,730 18,450 20,145 2,308 24.386 162 228
tsabel 22212 24,526 26,800 29,763 32,759 £36011
fara 26,751 29,387 3939 35236 38,707 L6 1990
Javier (Bughol 19.658 20622 23157 26 £¢60) 25,650 119,587
Tulita 13,591 1459 16.180 17.324 19,556 820824
Kananza 25,104 27,132 30336 33640 A6} 1530
LaPer 16.395 17,930 19,452 21,395 23.430 93.612
Lok 24,957 27.504 10,029 33253 36,636 152,389
Mac At 15874 172.386] . 18,886 | 20,500 815 Q3761
Mahaplag 12511 24,461 23395 25863 28461 1HS 6N
Mata2-0b 16.458 180G - 19848 20034 D 22162 100,562
Matzlom 21,930 23038 - 260202 20513 32,058 133558
Maycrea 14.864 16.393 17919 19860 nam SUITEE]
Merda , 13.418 20.322 22189] 24812 7681 0 1
Fato ' . 29807 32576 s 959 31.8%7 182,286
Palopor 10483 33479 36431 0 40079 ERTR JF | BN TF W SN
Past:ana 15672 17189 186714 ).582 S P
Sun Bidve 22418 24443 26,751 20601 a2 135,500
Sun Miguel 16645 18307 19974 103 735l s
Sapa I'e 11,060 154067 16,862 18,61} 20517 - 8s3sA
Fatunza . ' 20610 22820 25018 . 238071 36792 1270508
Tabontabon S 10,653 L 12.76) 14.100 15,510 61,733
Tackoban City (Capital) ' 218452 241877 - 265097 294,734 350N} 1346400
Tanauan 27,360 23,099 325061 - 35775 .27 164 502
Tolusa 12,859 (ENTE] 15,481 17,137 18.901 75562
Tunga 2995 9.939 10874 12.008 F3.325 ss.ml
Villaha 24317 27.304 20,768 172.913 30,227 151031
t¢) Provinoal Fora 16773731 18529661 20270230 22400079 2453008 10289638
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Tahle 1£.0.1 Projected Infernal Revenue Miotment for Medinm-Fevin Sector Desvelopment (Cont'd)
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1.102
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1.478
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892
L1588
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8§36
[
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1.G35
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1165
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707
1.008
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1188
831
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1412
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{11759
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26136
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16235
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| R{:
1487
1.212
219
ERE R
1,335
1.27¢
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2]
£439
1.0%7
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Iy
[ E
R
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bASH
13
3404
M3
1138
Rl
1282
876
TR
L
1.7¢5%
a4
v
97y
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J 25
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£3038
§.509
11
3
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[RIREY
2430N2

11,230
LR
0024
1,152
1574
S.06H

[RICRY
8.884
5.62 !E
5. 2%t
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£.00310
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2017
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EREH
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Table 112.2 Projected Allntweat of 1RA to the Relevant Sector by Component, {2000-2001)

Mt PLOGO

AMocation of IRA to Urban Water | Rural Water [ Urban Rural Totat

| FProvinciatUnits ~ Supply. 1 Supply ] Sanitation Sanilation

L Provinee 64,210 11,806 6,160 18,543 131,349

2 Mumcipalitics
Abuyog 4,681 4,052 628 1,868 £1.230
Alangatang 6,503 32 6,816
Adbuea 2463 2,408 344 1,481 6,026
Babatngon 2,144 1,169 394 745 4,432
Bawgo 1,505 2,332 243 804 4,974
fato 1,707 2,085 257 1,083 5,062
Baybay 3,020 S.to 11,446
Burauen 4,575 4,309 5884
Calubian 23 4,536 3 062 5624
Capoocan 2,972 82 1,936 3.290
Carigara 5,265 199 1,232 6,707
Dagann 48 24 292
Dulag 4,165 1,479 257 128 6,030
thiongos 220 4,658 18} 1,033 8,087
Hindang 35 1,683 2,037
Inopacan 908 2,392 789 4,089
tsalich 3,556 728 1,156 5,441
Jaro 1,934 3,063 297 1,185 6,480
Javizr (Bugho) 2,838 §14 32
Tulita 1,252 1,306 167 357 3,282
Kananga 2,008 4,15} 6,160
La Paz 1439 1,578 206 122 3944
Leyte 977 3,160 2017 742 6.096
Macarthur 1,064 2037 85 614 C3.830
Mahaplag 901 2,301 167 877 4,745
Matag-ob 2,368 41 1,203 1,022
Matalom 3,245 159 i,435 5.342
Mayorza 2,281 33 1.323 36338
Menda 3,236 4 3.240
falo 2,87¢ 2,020 - 4.890
Palompon 2,729 3,517 233 913 7.3
Pastrana 1,010 o 1,946 15 6R7 3,788
San [sidio 1,207 3,247 138 839 5432
San Miguel 1,329 1,632 262 231 1,054
Santa Fe 1,040 1,483 I5 383 3422
Tabango 1,830 1,057 193 5.080
Tabontabon 1,121 1,027 341 2,589
Tacloban City (Capital} 48,238 1,576 3,477 333 53,844
Tanauan 3464 ARAY) : 10 6.592
Tolosa ) o : 79 19
Tunga 1,751 433 1? 7 2208
Vitkaba 2,107 - 48 3,286 6,041

5_1"013! o 191,506] 110,25} 24,553 67,319 © 393143
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{5)

Projection of available IRA to the relevant scetor by administrative unit of the provimee
According to the Provincial Amnual Report in 1998, about 0.03% of provincial IRA on
the average was availed for the water supply and sanitation sector. However, reforring to
the experience in other provinces, provincial altocation to the relevant sector is assumed
1o be about 4%. ‘This means that approximately 20% of "28% Development Fund™ from
national IRA are counted on sector projects. The same percentage is applicd for the allo-

cation of numicipal IRA to the sector.

Avaitable IRA of municipalitics by sub-seetor

Available municipal fund tor the four components (urban and rural water supply, and uy-
ban and rural sanitation) is estimated as a sum of respective components in combination
of those allocated from the provinee and distributed in each municipatity. Distrbution of
scetor total fund to sub-components both in the provincial and municipal levels is ar-

ranged in proportion to the direct construction cost required for Phase 1 development.

Wilh rcgards to the distribution of provincial IRA for urban water supply to respective
municipalitics, weighing method with ranking is employed, which will be discussed in
detail in Section 11.4. Yor the other components, provincial IRA s distnbuted o mu-

nicipalities in proportion to thew required costs in Phase | (reter to Table 11.2.2).

The pmjcc'tcd proviricial IRA to (hL sector during the period of 2000-2004 is estintated at
£394.43 million, which is cquwaknl to 3.83% of combined provincial and municipat
IRA. This pcruenhgu is computed based on the resull of .uljuslmcnt in use of 1RA Tor
those municipalitics, requued cost of which is lower than the atlotted IRA. With regard
to the allocation to sub- cht.nrs urban water supply has the largest allotment of 48.6%
{(£191.81 million out of the !ol’ﬂ B394. 43 million} followed by rural water supply (28.0%
or P110.25 mﬂhc}n). Rural saniation is allotted B67.52 million (17.1%) and is larper
than that for urban sanitation { P24.85 mithion). ‘The proportion of IRA allotment for the

sub-sectors difters by municipality and depends on their priorty sub-sectors.

In the allocation of mumupal IRA ladob'm C 1l> {capital) has the largest allotment with
©53.84 million (20.5%) followed by the muaicipalily of Baybay w ith 1145 mllien
(4.4%). | | |

11-9



i3

Additional Funding Reguivements

Annual cost required for the whole province during the medium-term developmentas sum-
marized in Table 1131 referring to the study results in Chapter 10, “The total cost required
covers physical contingency; 10% of the divect cost and price contingency; 1% per year cov-
cring the direct cost and physical contingency, and value added tax. Detatls of mplementa-
tion arrangements for annual investment are shown in Yable 11.3.1, Supporting Report. ‘The
required cost excluding pricc contingency was also shown in the Table to compare with

available IRA on a cuvent 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 avaitable fund for the
relevant sector (JRA) in the province over the Phase | requirements. Oiher funds such as
those providcd by forcign assistance and local tax portions are kept blank to supplement upon
confirmation of additional funds available. Out of B761.97 million required on 1998 price
tevel for Phase | (2000-2004), IRA can fund only £394.43 million ov 52.0% of the require-

ments. Hence, there is a big shortfall of £536.27 million in funding in consideration of con-

tingencies, price escalation and value addced tax,

Municipal achiev cment pereentages in finance (1998 price level) are shown in Table 1.3.3
in provision of available fund originated by IRA against Phasc { financial raqmrr.mems The
percentages of Alangalang, Baybay, Dagami, Hindang, Javier{Bugho), Kamngﬂ I\h)oxga
Merida, Palo, Tolosa and Villaba (100%) are the hrghcst among municipalities. Majonly 15
in the range between 40% and 60% to the respeetive requirements, while the provineial aver-

age is 52% (42% in consideration of contingencies and VAT).




Table 1LY Financing Requirement by Sector Component lor the Pravinee
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Fable 11.3.2 Additional Fund Requirement for the Medinm-Term Plan

e o o i N E’lﬂ I 000 Pesos

ltem 000 | 2000 | 2002 | 2003 | 2004 2033";&0 ,
Financing Requirement 7?51—1 82,784 lg,szz 186 960| 125401 ig;;;‘?-}‘
EE@Z;;.I;EJQE;: I D Y S -

MNational B R A -
" Local (m—;{jbm_" 777777 64262 '_“7‘;’67{6 77609 88,_2—3(; 955 394431
e T e S IO TS L IR 3944
C tewt | eaze om0 7ress| senne 95208 3044m
ShortEall in mn;,; 12783 10774 tzio] 100725 30075 367540

L(.-\dd:lloml[undchuuuncms) 17,776/ 136,210] 151,408] 154,107 76,573 536,2'«’34

Notes: Shortfall in funding :  Fi 1guEcs on top represent enrrent year level cost.

Figures below represent overall cost including contingencies, esealation
and value added 1ax,

Totals may not 2dd up due to rounding.

1t4  Medivm-Term Implementation Arrangements

The hnancial requirements o meet Phase 1 target coverage are substantial. However, pro-
jected funding available (IRA) in application of past trend revealed that considerable antount

of additional fund must be arranged. Under this siuation, refe enee sccmnm are discussed

with the assumption of different levels of funding avallabllny with refercnce to service cov-
crage. Altcnntne countermeasurm are also dlscussed in view of () acqunsmon of external
funds, (2) augmentahon of sector ﬁnanu under current an’ angcmcnls (IR;‘\ and olhcr:.) (3

mtroduction of private secter p1ruumnon to mitigate public investment needs, and (4) cl-

tective and economical inv tSill](‘l’lt\

11.4.1 Reference Scenarvios in Different l"unding Levels

Aclucumenl tevels of scrvmc covuagc in thc largcl ycar are examingd in assumption of five
Iundmg levels, Itis rngmdcd that the scrucc coverage is increased in proportion to the in-
vestment during Phase | period. The relationships between {unding levels and corresponding
pcrcc;ﬂagcs of service coverage are Hlustrated in Figure 11.4.1 and Figure 11.4.2 for water

supply and sanitation sectors, respectively, : . é
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Figure 11.4.1 Relation Belween Funding Levels and Percent of Coverage
for Water Supply Scctor

——— —————

{a) Urban Water Supply
£2 B 4 + + 82 %
80 A
L s 79 %
78 ] ‘ \
| ' - j %
7 —4— 100 % Funding T \ ' 8%
~—75 % Funding ‘ '
24 —&— 50 % Funding
—¥—-25% Funding
—%—0% Funding . 3%
72 —8—(51% } IRA Funding '
riy T T - W 704 . .
1998 2000 . F 2002 ' ' 2004 o
{b) Rural Water Supply .
59 . *59.00 %
58 -
57.50%
57 4
56 —— 100 % Funding : o] 56.00 %
"~ |—4—175% Funding 55.73%
: —4&k— 50 % Funding
551 ¢ |—9¢—25% Funding
—¥— 0% Fuﬂdiﬂg 54. 50 %
54 —8——{45%) IRA Funding
53 e ' S— % 53.00 %
1998 2000 2002 2004

Note: Percentages of the coverage betwean 1998 and 2004 are simply prorated as the reference
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Figure 11.4.2 Relafion Between Funding Levels and Percent of Coverage

79

76

for Sanitation Sector

{2} Urban Sanitation

~—4— 100 % Funding —& M %
1A -8~ 75 % Funding
—&— 50 % Furding
—¥—25 % Funding
—¥—0 % Funding
70 1 N . 70 %
—&— (63%) 1RA Funding
67 mrmer— p—— e ¥ 671%
1998 2000 2002 2004
_ (b} Rurat Saritation
4 100 % Funding
757 | —8—175% Funding 5%
2 —k— 50 % Funding
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71 { | —%—09% Funding . ‘ W 1%
—8—{63%) IRA Funding ‘/_/
&9 - : ) 69 %

67

65 4

63

61

59
1998

2000

2002 _ 2004

Note: Percentages of the coverage between 1998 and 2004 are simply prorated as the reference
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‘Three reference scenarios are discussed with respect to different levels of funding. These
scentarios will be referred to in combination with aliernative countermeasures discussed in
Scction 11.4.2. Using computer-based programs, these scenarios may be modificd by policy

makers according to updated information and policy on the available fund and scctor targets,

(1) The First Refercnce Scenario
No funding constraints are considered in this scenario to realize Phase 1 development as

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

{2) The Second Refercnce Scenario
An intermediate scenario with 50-75 % funding ranges are considered, Urban and rural
water supply coverage in the year 2004 is attained between 76-79% and between 56-
58%, respeetively. For urban and rural sanitation {(household toilets), covéragc will reach

74-77% and 67-71%, respectively based on the assumption that required private invest-
ments are followed.

(3) The Third Reference Scenario
In the scenario of 25% funding against the total requirements of Phase I, urban and rural
water supply coverage in the year 2004 will be altained at 73% and 55%, vespectively, '

while urban and rural sanitation coverage will be at 70% and 63%. All sub-sectors wiil

1101 b able to keep current service levels,

The allocated IRA funding of urban and rural water supply in the year 2004 wﬂl be 51% and
45% which wilt cover 76% and 56% of the popu!atlon In order to attain the Phase 1 devel—

opment target of 82% and 59% scrvice coverage, it needs an addltlonal IRA fundmg of 49%
and 55%, respectively.

For urban and rural sanitation, 100% funding shall have covérage percentage of 80% and
75%, respectively. Howevei at IRA'funding'o’f 62% each, service coverage will only be at

15% and 69%. Thus, to meet the Phase ] developmem targets of 8{)% and 75% of the popu-
Iahon an addmonal IRA funding is rcquared with 37%.

11.4.2 A.ltcrnalive Countermeasures

This sub-section presents the means of financing the shortfall for the investment programi.
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Acquisition of external fimds

Foreign assistance has played a sigaificant role in the development of the relevant sector
in the past. Nepotiations with the central govemment agencies (DILG, LAVHA, cte) ave
requisites to aceess the foreign fuds. Development of new local fimancial mechanism is

also needed for LGUSs under cwrent policy shifis to increase the opportunitics of LGUs

undertaking foreign-assisted projects.

As a maiter of fact, Local Government Empowerment Fund {(LGEF) was established in
1996 to provide a mechanism for channeling extemal grants and loans to 19 priority
provipees wwder the Social Reform Agenda andfor those ¢lassified as 5th or 6th class

L.GUs (details are referred to Chapter 11.4.2, Supporting Report),

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

project cost. This can be secured by GOP and channcled through the MDT.

Augmentation of sector Nnance under current arrangements

Increase of the IRA to the Relevant Sector

Increase of IRA from the national government to LGUs is at first nceded along with cur-

rent procedure. LGUSs shall also amvange the funds with o priovily 1o the relevant scctor,

Local Taxes

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.

Lhilization of Olhér Local Funds

Uulization of oii'le‘r funds, Countryside Devclopménl Fund {CDF) in particular, shall be

sought for development of the relevant sector.

Intcoduction of private sector .

Privatization of Level II{ Waterworks S?stem

Privatization of Level 111 systems helps expedite sector development and sustainability of

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

LGU Guarantce Qrganizalion

1.GU Guarantee Organization as a public-private corporation managed by private scctor
in the national level shall be studied to encourage private financing for the development

of environmental infrastructure, which is infroduced in other developing countries. The
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organization will guarantee local private loans to LGUs in provision ot & longer term [i-

NAnCing.

liffective and cconomical investment
[vestment need ranking of the municipalitics is discussed as a guide for implemaitation
of PW4SP and a measure for cffective and economical public investment, Refeiring to

this ranking, the proviucial government will artange its financial resources more cffce-

tively.

‘The ranking for wiban water supply is specilically studicd considering three faclors, while
a sole factor of additional vequirements is assumed ta coincide with the priorily of other
sub-scctors.  Syathelic evaluation of concemed sub-sectors is finally presented in the
confext of comprehensive improifnncm of this scctor. The result for urban water supply
is employed for allocation of proviﬁcial IRA to the municipalities in the concemed 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.

For the urban water supply component, the ranking criteﬁa comprise three essential
evaluation factors, namely: {a) percentage of undérservcd an.d unserved pbpu]alion in the
base ycar; {b) percentage of unders-:nlfcd and unserved population in Phaéc I; and (c) per-
centage of population unserved by Level 1l Systems in he base ycér. “First, these factors
are scored by the range of underserved and unserved :pcrcenlagc and totaled by munici-
pality with the application of \\'cighiﬁg niethod.  Adopted weight to the factors {ﬁ), {b)
and (¢} are 50%, 35% and 15%, respectively. Table 11.4.1 shows ranking procedurcs,
overall weighted score and investment need ranking of the niuni_cipa_!ities_. There are two

{2) municipahlities identified as top Lwo  (2) priority municipalities namely Inopacan and

San Isidro.

With reference to the provincial Tund allocation, ii is assumed that 60% of the fund for

urban water supply from provincial govermment is distributed equally to the top fifth
ranking municipalitics, while the remaining 40% are equally distributed to the rest of the
municipalities. “The resull of distribution is shown in Table 11.4.2. The available funds

for about half of the municipalities are adequate to meet the Phase { requirements for ur-

ban water supply,
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Table 1141 Municipat fovestment Need Ranking for Lirban Water Supphy

Poptatinn

taof Underserved | teofbadasoned 1 Ve ot Papahition | Underseood | Undovsened] Ohenali | das el
Name ol Muwspalit and Unsened sd Unserned | Masened by Leved | and tasen ed |and Vlisened Uiened by b dead Necd
Popalativa i ftese | Poptation o Phase | TSy stems in Base | popadation is | Pupulition is l euel ”F Novre i
Year 1 Year Base Year By HC i

;;t-u}u‘;__

|
Matapluy
atagcb
atl

Merdy
Pty
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@ [San | 3idng

San Adsguel

 [abauzoe L
Fabotitabon . . 11
Facioban Gty (Capitaly 3
Tasoven 0
N 2
rongy — T |1 w0
Nillaba : 20

Provincial Total

Nowes 1 Scoring 10 Undesserved aad Unsenved Pertoniage. - 2. Weight Alfecation to Score
" . c : . : _ Atrgated
Seure Range of Undersened aind Unseay ed Percentsge e 55 i3 Weight
‘ . ot L




Tabte 11.4.2 Distribution of Provincial IRA to Muuicipalitics for Urban Water Supply

. Unis 1,000 pesos

Fund Distribution 1RA to
2 S Fetyi - “J Municipalities .\\'aii:_d)lc Tung Accom I F t
7 Name of F"”“' ““'“!’“‘f‘"‘ Distribution| from N‘;(ional Distributed to Phasc § ;?r‘f;:ls‘,:;:l_m
5 Manicipality rz;l:‘-f::::,:l;:gﬂ vereentage | Government Mun':cTnzlmcs Requirements (%)
o (%) ) (I +2)
27 Javmer . F o ased 28 | _aeil __oas3l nsal___sizo
3 |Alangatang B BEXE ] 6,503 22060 T iamelT 00
i3 |Albuera B L T a3 TTagesl | 59.04
235 fabangon TN TS0 Tas0 | T | sl T a3 T Sias
25 [Bany TS0 Ts R A 6260 sasyTT
20 ) - 1802 280 o 1,707 X R i1 5220
__;"_8__- Ba)bay T ) ] ST 1 T _ _‘ -
O N R 1 R R R X+ 6377 4962l e
9 {Catubian N T as4) o7 | vl T sy sl oo
29 [Capoocan | s 280 T e T 4,714 5,230 Nz
29 [Catigara T R R S T 568 7,067 11,800] 3944
B ji Daganu - R - - . o i -
13 [Dolag N 1,802 280 165 T 5967 .83 3
EEN T R A ST 3,017 82371 asa1
38 |iindang o 1 I R R T
SV (topacan T 4T 1,591 238 908 2508 2,501 100
B E N 1802 280 | 3556 535 13542 39.57
10 Dare 7 ] 1802 28¢ | CEE] 3735 6,566 5689
23 |havier (Bugho) | I X 3| R X 3T 2838 w00
L htia _' 150 280 S 3053 7 Tse60] T 6036
—10 Kamnga T B B L '._—_—“—- T
20 {Lakaz T 1862 230 F439 R 4,700 6895
ER T 2171 431 57 3754 3754 100
| 11 [Macarthur o 1.802] 2380 _1nosd] 2866 4210 63.03
3 |Mahaplag B 3,003] 38 sd| 3.907 3,907 100 1
20 [Mztagob ’ 1,654 257 2398 4052 T 4052 0w
T4 [Mfatdom - - - - ] T
26 |Mayorga i o5l Toe 2,281 23860 T 233 T ine
[ 33 Merida T | ) 3236 T3 36 3236 i60 i
28 [pale B 1 ‘ - B
[ 38 [Pelompon T} T 18020 280 | 273 4,531 1,719 3866
3 [Pastrana L ST 1,040] 3057 30570 100
1 |Sanksidro 369 730 1,207 5897 5897) 100
13 [SanMigead | 1,502 280 EZ 3,130 3,410 91.80
3 samaFe T L3532 1,040 23930 2393 oo
Tabango I N R T 1830 AT s.118) (o0
10 JTabontaben 1,187 iss I A X5 2308 T wo 7
37 JTactoban Cay 802 T2k C o asa3s| T T s0010] T w4s.091 C 35a9TT
B aasen 0 T 1.802] 280 3463 T 566 14,132] 31 236 |
a0 fretess | T T . - ]
23 Jtenga 7 1802 T 280 1.751 3553 4659 T 7'5.70 )
T3 fwillaba | ‘164] o357 2,707 aon|T T 367 e
Total 64,240 109 127,566 191,806} 372,664 51.47

To come up with the synthetic ranki‘ng of the municipalities, scoring method is also em-

ployed for ollur sub scctors. The score is derived frt)rn the range of underserved and un-

scrved percentage in the base year. SYI](hLHL mchlmtni need ranking of mumicipalitics

covering four sub-sectors is shown in Table 11.4.3 {refer to ranking procedures in Table

1141, Supportmg Report).
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which indicate that they are given prionity for investments i all sub-sectors. The muniet-

pality of Hindang is the least priority in terms of invesiment ranking.

‘Fable 11.4.3 Municipal Investment Need Rauking

N ¢ Weighted Score by Sub-scctor | synthetic Munici-
l\l:t:il:i:;:{:lils' Urbau Water| Rural Water|  Urban Rural | Total Weighted| pal nvestinent
' Supply Supply | Sanitation | Sanitation Score Need Ranking
Abuyog 64 | 020 610 0.10 0354 16
Alangalang | 023 | "oos | 005 | o5 | 048} 24
Albueza 019 015 | 015 ] 025 BN R T
Babatngon 0.10 __od0 ) o2 | od0 1 030 N2 S
Barugo 01 j._ 020 | 010 } 020 065 p MW
Bato b 017 0.20 _Bos | oS ) 0.57 I
Baybay o006} 005 015 | 005 031 . | B
Buraugn 010 00 | 010 _0.05 o 04s 30
(Calubian 022 0.18 ] 0.25 LA B 032 7 B
Capoocan 0.12 005 005 0.20 042 |3
Carigara_ 1 012§ 005 0.15 0.15 0.47 s
Dagami | 008 0.10 0.15 0.15 0.48 M
Dulag 0.19 {.15 0.03 0.05 B 044 M
thilongos 0.19 .10 0.05 005 0.39 T
Hindang | 006 0.0S 0.10 008 0.26 .~
lnopacan__ | @25 020 019 0.10 065 | °
sabel  } D12 005 AL 0.05 032 40
Jaro ] .08 0.25 025 ots | 083 ) 3
Javier (Bugho) | = 016 0.05 040 | 025 0s6 | M
Julita L 0.21 0.15 005 0.10 0.51 o2
Kananga - 0.05 010 0.10 0.10 0.35 38
La Paz L 017 015 | 0.10 0.05 047 2T
leyte 0.23 0.15 0.05 005 | 048 o
Macarthur 021 0.15 0.15 005 | 0356 L
Mahaplag 0.23 025 020 02 | 093 oy
Matagob | 0.17 T 010 0.20 0.05 0.52 R
Matalom 0.05 0.20 015 |1 005 4 | 30
Mayorga | 013 0.05 0.20 005 | “eas_ | T3
Merida - 0.10 0.05 0.25 00s | o045 | ¢
Palo 043 0.05 0.2 005 | 043 T s
Palompon 0.18 0.25 _ 065 0.25 ) 073 | 6
- {Pastrana 0.23 0.20 0.05 0,05 053 | T
San Isidro 0.25 0.25 02 b er 1o 08 4
San Miguel 0.19 015 o1 | o1 054 T
SantaFe 1 Te23 0.1 025 | 005 | 063 TTu
Tabango 023 | 02 02 | oz 083 R
[Fabontabon D22 0.25 0.15 0.1 0,72 .
Tacloban City '
Capria) 007 | 0l 0.15 025 057 2
Facavan | 019 | 0I5 0.1 01 Y 054 I
Tolosa 005 00s 1 oS | 0% 0635 4 38
Twga | 016 015 o1 | oos | oas [T BT
Villaba 0.11 0.05 0.25 0.1 (51 21
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11.5.1

National Government Assisted Level | Water Supply and Sanitation Project

Of the overall project requirements for the medium-term development, those for Level { wa-
ter supply and sanitation improvement with possible assistance from the GOP were studied in
application of new cost-sharing arangement. In 1997, the six provinces in the Luzon arca
(after completion of PWA4SP) jointly submitted the projéct proposal, as a package of 23rd
OECF assisted loan, to the NEDA through the DILG for the lnited sub-scetors under the

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

In the samie context as proposced by the six provinees, project components with scope of work
and financial viability were studied. The project is a part off meditm-term development plan
for 1.evel I watcr supply and sanitation for limited classes of the municipality. the DILG is
assumed to be Exccuting Agency and the province Iplementing Agency in the meantime.
The project may be merged together with those of the 4th baich provinces in preparation of

the PW4SP. The implementation of a packaged project may be realized inthe near fuiure,

Project Components

(1) Water Supply and Sanitation Component _ .
There are twelve (12) eligible municipalities in terms of 5% and ;6"‘ municipalities for
GOP-assisted Level I reral water supply in the province., The Level | facilities for the

municipalitics consist of 87 deep wells, 25 shallow wells and 14 spring development.

While, there are twenty-six {26) ’municipélitics to mect the condition for GOP-assisted

projects (limited to 3rd to 6® municipatities) in sanitation sub-sector. The sanitation
¥ P .

componcnt comprises 289 school toilets to the tural communitics. Distribution of toilet

bowl (pour ftush only) is one of the component of sanitation sub-sector in medium-tenn

development plan, however, it shall be excluded from GOP¥assisted projects due o the

current practice of NEDA. With the integration of sanitation in the water supply projects,

equal emphasis shall be giveil to sanitation component (o casure a gréatcf hicalth impact
in the rural communitics. Schaol toilet will be constructed for public school in the rural
areas {50%: toilet facilily/é!asérbonlland 50%: standard toilet building). Health con-
sciousness among'thc rural peﬁplc will also be bolstered with the provision of health cdu-

calion training and [EC materials.
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(2) Egispment/Conmmodity Assislance
Due to budgetary constraing and cost-sharing arrangement required (heavy burden 1o the
LGUs), the provision of drilling machine and ils service truck is exchuled in the me-
divm-term plan (to be considered for long-term plan). While cach one unit of service
vehicte and well rehabilitation equipment is considered.  In addition, maintenanee tool

and water quality testing kits are to be procured and one unit will be provided to cach

municipality to maintain the facilitics,

(3) Consultancy Services
Considering the magnitude and complexity of the project, consnlling services and tech-
nical assistance may be availed to strengthen the exceuling and implemenhing agencics’
capabilities in vndertaking the project. The services will cover technical and institn-

tional/commumty development aspects of the project.

During the detaited design stage, the services will cover hydrogeological survey, final-
ization of well/spring construction sites based on site selection eriteria to be developed.
and preparation of bidding .docu.mcms. Guidelines and training program for strengthen-
ing the éapability of imiplementing agencics and NGOs will be prepared and carvied out.
The construction stage will include assistance to LGUs in the supervision of construction

works, community organizing and training works.

(4) Institutional Development _
The project entails community development with people’s active participation {o assure
the resporisilwlilily 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.

11.5.2 Project Requirements

The province wiil manifest s willingness to participatc in the p'rojéct ealailing timely ar-
rangements to meel NEDA rbquirenwnts. These rcquirémcnls are (1) RD( tndorsement,
(2} ECC clearance and (3} Letter of Commilment. Water right permit from 'Ilhc National
Water Resources Board will be fulfilled after site sclection and preparatory works have been
undertaken. In addition, Memorandum of Agreement (MOA) on the cast-sharing and other
arangements required for the project will be exchanged between the provinee and concemed

municipalilies,

11-23



153 Funding Reguirenents

(1) New Cost Sharing Policy

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

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

The new policy of the national govemnment grants for devolved activitics stated that “ihis
scheme shall be applicd to all new ODA-assisted projects that are curren'lly being pack-
aged in support of LGUs™. With regard to this, 50% national government share will be
applicd for Level I 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~S!mring Arrangement between NG and LGUs

7 Scé!brh\ttiﬂty -f,GU‘Income 3 | Devised NG ) i _Remarks _ ]

Water Supply: Level 1 1* 104" L No GOP grants for

only 5t g G0 50 Level H & 1 water

Sanitary Support Faci.|  1Mte2™ 0 g
for Public Markets and 3'1aﬂfi_ 4" 1B 50

Slaughterhouses 50 and 6% T

(2) Financial Viability
1) Conditions and Aswmphons for Financial %ludy . .

«  thecost- sharmg between the GOP and LGUs is 50% : 50% of lhe overall pl’OjCLl
cost. While, 1t is assumed that the 50% share of LGU is iunher allocaled to the
1.GUs and beneficiaries with 47% and 3% to the mera‘ll cost, respectively.

*  The financial sources of the national government are the loan from formgn donor
and GOP counterpart budget, and LGUs from the budgut of the provmce and
municipalitics. The cost-sharing part by beneﬁcmr;cs is equiky comnbuhon in-
cluding land, material purcha se cost, right of way, labor, t,tc

«  The O&M costis managed by the beneficiaries.

2) ijecl Cost _
The cost cshmatc was madc based on 1998 price level in Chapter 10. Then, physical ‘g
and price contingencies as well as valuc-added tax were added. The project cost for '
Ihr, comclmd municipalities in line with above conditions/assumptions is showa in

ﬁb}c II 5 2. Overall aggregalte cost for the implementation period of 2000 - 2004
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T ﬂ)!t YLA2 GOP-Assisted Level l Water ‘ﬂlpph .Iml '\‘m:nmm I‘uue(i Cost

ll i I'uu)

. . i (;Ol’
| € ““F??{)ﬁ;jﬂ _ Ql.\. Uit C'ost Amount Ioremn i om ‘ f.()[’!( p —
AL Const. & Civil Warks ] T | -
Water Supply
b Docp Well (s 35 370,235 12.958,225
2. Deep Well (80m) 45 546,285 24,582,825
Y Deep Well (120m) 7 722300 5,056,100
4. Shallow Well 25 82 400 2,060,000
5. Spring Development 14 747,000 10,458 000
Sub-totdl a 35,115,150 22714829 32,3403
Sanilation
1. School Toilets 289 233,500 067,481,500
2. Public Toilcis t] 368400 0
Suls-total b 67,481,500 27.884,885 19,590,615
Land acquisition
Land acquisition & Right
of Way 740,000 00,660
Sub-total A 123,296 650 50,659,714 L 72,636 936
B. Equip./Logistic Suppert
{. Suppert Vehicle i 590,000 590,000 590,000
2. Well Rehab. {gt. i 280,000 280,000 280,000
3. Maintenonce Tools 12 10,000 120,000 120,000
4. Water Quality Test Kus 12 15,100 183,600 183,600
Sub-fotal B 1,173,600 1,173,600 )
C. Consultancy Services o
1. Hydrogeological Survey 1,148,000 1,148,000
2. DDy and Const. Sv. 13,562.632 11,562,632
Sub-total 14.710,632 14,710,632
). Instintional Devt.
1. Capacity Enbanc. Prog. L.S. 3,200,000 2,650,000 S50.000
2. Commu. Manag. Prog. 1E7 10,770 1,260,690 423,390 834,700
3. Health & Hygicne Educ. 117 1,800 210,600 210,600
4. Water Quality Surveil. 117 700 81,900 51,900
5. NGO Assistance 7z 1,200 140,400 140,404
&. Administrative Suppoit L.S. 1,200,000 1,206,000
Sub-total D 6,092,990 3,071,390 3,019,600
k. Physical (‘ommgenq 14,527,387 696,734 101,960 7.202. .00
Total (A+BIC +l)+b) o o 159,801,250 | 76570070 § 3,321,560 7').,‘)()0_61'—}—
GOP Totat e 797)&]7,2?) -
LGUs 73,106,592
Equily 4. 791038
LGUs + Equity 1 79 900,629 |
t. Others o - . I
1. Price Contingency 49,203,589 25.689.839 938,480 22,375,270
2. Value Added Tax (VAT) 6,654,395 S 6,654,195
Sub-togal ¥ - 755857983 25,689,839 7,592,874 22,373,270
B Grand Total 215659242 102,263,909 10,014,434 102, 41\ 599

Note: (1) Equity of users includes band cost, right of way, bbor, ctc., equivalent to 3% ofdmu cos! (c(cludmg item F).

{(2) N A Notapplicable

{3} Assumption Conditions for Cost estimate
13 Dizect cost: based on 1998 price level

) Pysical contengency: 1

8% of materials procured

3) Price contingency: Forex 3%; local 79 compounded annually, base year 1998
4) Value added s 10% mateetals produced
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arived af about 22157 million (1139.8 million in 1998 price level) rcfcning {0 the

implementation schedule of the project.

Umancial Arrangement
The two alternatives for the financial arrangements are studied to prepare required

cost to be shared among concerned parties: 1) Utilization of IRA only and ii) Uliliza-
tton of IRA and MDY,

Case 1: Utilizalion of IRA fluid only

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

ture. Under such a condition, the foltowing are considercd.

» Potential fund is the IRA annuvally allotted from the GOP 0 municipalitics and
{rom provinee to municipalities. Municipal tax is negligible small in the alloca-
tion to the sector. The total municipal budget available was projected by sub-
scctor in Section 11.3.

. Arrangemcm.s by the municipalities with MDY and banks are disregarded con-
sidering cwirent linancial capability of the municipalitics. . |

* 5-year development program (from 2000 to 2004) is applied to increase project

fund using available IRA

Applying the cost-sharing arrﬁngcmenl, the IRA available was cstim:_stcd for the eli-
gible municipalities in provision of national government grant fund based 611 the
following conditions. _.

a) The available fund of sub-scctors isa sum of municipal and prov‘incial' allotments
of IRA.

b) Tor water supply sub-secior, IRA to municipalities with inconl¢ claséiﬁlcatiﬂn of
5" and 6™ classes is counted. The IRA 3lldlted to the province is divided mto two
groups; classes 19 to 4" and ™ & 6“‘_in propottion (o the construction cost re-
quited ‘Fhe provincial IRA for the cligible n'mnic.;ipaiilies is considered for this
project. . o |

c) For sanitation sub-sccld_rl', IRA to the cligible ﬁmn.icipalilies 1s regarded as avail-
able fund. The manner 6fallocalion of provincial IRA to the chigible municipali-

ties is same as that in water supply sub-sector.

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

scctor wa'é estimated at £99074 000 as a wmi of S-year development program, con-

: sisting of water supply, 110,445,000 and sanitation, 58,629,000 (details are in-
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cluded in Table 11.5.1, 11.5.2 and 11.5.3, Supporting Report). The estimated IRA
avaitable is shown below,

Sub-sector Provincial IRA  Municipal IRA Tolal

Rural Water Supply: 16,196,000 24,249,000 40,445

Rural Sanitation; 15,684,000 31,113,000 46,797

Urban Sanitation: 3,780,000 8,052,000 11,832
Total: 35,660,000 63,414,000 99,074,000

Table 11,5.3 shows the cost sharing for the project among the GOP, L.GUs and bene-
fictaries (BWSAs).

Table 11.5.3 Cost-Sharing for the Project (Caéé 1}: 1998 price level

Financial Source x 1,000 Peso Percentage " Remarks
GOP [ 3,321 2 50 |_ GOP counterpart
76,579 48 Foreign Loan
LGUs 75,107 a7 1 so IRA
4,794 3 BWSA equity
Total 159,801 100 ]

The GOP shail shoulder 50% of the overall project cost, utilizing the foreign assisted
loan of 48% or B76.6 million and 2% or P33 million of the govemlﬁent counterpart
fund. The remaining 50% of the overall cost shall be shared between the 1GUs by
47% or £75.1 miltion and BWSAs (beneficiaries) by 3% or P4.8million.

The cost comparison was made between the estimated project cost to be shared by
the LGUs and a\:.féiléble IRA of LGUs. When considering price contingency, the IRA
to be used by LGUs will increase to £96.3 million from P75.1 million (1998 price
tevel). Thus, the required cost is covered by the available IRA (999! milkion).

Case 2 Utilization of IRA and MDF

The utilization of the MDF is considered in caée that the LGUs will fail to fumish
IRA for the cost to be shared (even if estimated IRA available meels the required
cost to be shared by the LGUs). The foréign loan may be availed of at the maximum

financing limit of 75% of the overall project cost.

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

Financial | x 1000 Peso Percentage Remarks
Source
o 3,321 2 2 GOP counterpart
GOP 76,579 48 50 Forgign Loan
(43,272) ey 47 Foreign Loan for MDF
| 31,835 20 J RA
LGUs 43272 37 €H 47 30 | MDF through Foreign Loan
4,794 3 3 BWSA Equily
Total 159,801 160

GOP shall finance up to P119.9 million or 75% of the total project cost in the portion
of loan. Out of GOP f{inance through the loan, F76.6 million _of 48% of the total
project cost shall be granted to the LGUs, aside from 2% GOP counterpart fund,

The remaining P43.3 million or 27% of the total project cost shall be wutilized for fi-
nancing the LGUs to secure their budgetary capacity through MDF,

Undér ﬂhis case, the IRA to be used by the LGU will increase to £36.9 million from

P31.8 million ('1998 price level), considering price contingency, which is 37% of
available IRA estimated in the previous study (R99.1 million).

4)

Project Implemehtatidn Schedule -

The proposed implementation of the [:;i'oject is scheduled for five years after hiring

the consultants. Figure 11,5.1 presents the proposed schedule.

Figure 11.5.1 Proposed Project Implementation Schedule

Activities

2000

- 2001

2002 2003 2004 )

15t

2nd

EcRh

A 2nd (33

4th

LEH

2nd {3:d [4% [rse [2nd {30d Jarh it 20d {2ed [0

Project Implementation
1. Detailed Design

2. Community Development/
BWSA Formation

o
R X et AR SN

3.PQ, Bidding and
Contractor Selection

4, Procurement and Delivery -
of Materizls and Equipment

5. Construction of Water Supply and
Sanitation Facilities
(Construction supervisory services)

Project Monitoring
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1.6

Cost Recovery

Cost recovery and cost sharing are essential to attam the planned targets. The PAWVHSE advo-

cates the imposition of lariffs for the secovery of capital and operating cost based on the

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

(1)

)

Level water supply syslems

For Level 1 systems, cost sharin'g between the LGUs and beneficiaries is required for the
capital costs, even the portion of the beneficiacies is mited according to the current na-
tional policy. Currently, the percentage shared by the boneficiaries seems to be 3 to 5%

of total requirements based on the experience.

Beneliciaries are also responsible for all recument costs. Monlhiy recurrent cost 18 esti-
matcd at about 8 Pesos per household in the base year price level (refer (o recurrent cost
it Chapter 10). tThe ﬁgmc will be increased up to about 12 Pesos per houschold in the
year 2004, assuming an annual inflation rate of 7%. ‘This monthly fee seems to be af-
fordable to the uscrs considcriﬁg the current income level {refer to affordability in

Chapter 0), but willingness to pay shall be promoted.

Depending on the users” meome level, water charges shall be determined and agreed
upon among the water users. The estimated waler charge for O&M cost s PS per house-
hold per moath, which is less than 1% of the median monthly houschold income of
P3,926 in 1998, However, the users will have to pay water charge of up to 235 of their
monthly incame or P79 /household/month 1o manage not only for repair of hand-pump.

but also rchabilitation and reconstraction of deep well, assuming that well life is 20

yeors.

Level TEw ater supply sy stems

Full cost ru:oseiy is rtqumd for all capml costs for Level Il systems. The number of
households to be LO\trLd is 7,089 to meel the H:get (refer to hble 5.0 popuhlmn o
be served of 35,234 pu)pk: and houschold size of 4.97 persons). e ¢ average capital cost
to be paid is estimated at B11,431 per houschold (refer to Chapter 1() Main Rcboﬂ and
Supporting Report). Applying the capital recovery Factor to the capital costs with c'nn'di-‘
tions of 7% interest rate and 20 years repayment period, monthly paym'c.t_li anounts

P20 per houschold.
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(3)

The annual recurrent cost per houschold is estimated to be 1180 (M Sfhouschold/month)
in the base year (refer to Chapter 10). It will reach to £22.50 in the year 2004 at an an-
nual inflation rate of 7%. Thus, the total amount of repayment and recwrrent cost in the

year 2004 1s 1112, which 1s 2% of the family income as shown below.,

(a) Estimated water rate (0at rate; Pesos) : 1z
(b) Percentage of (a) to monthly median household income in 2004 1 : 1.9%
= — — R

1} Provinciat average monthly median incone in 2003 (R5,892 per household) is derived
from 1994 Family Income and Expenditure Survey considering anmual inflation rate of
7%. The monthly median income in 1998 is 13,926.

Level I water Slllpply systems

A {ull recovery of capital and operation & maintenance cost is required for Level 1)
systems. ‘Fo lest the affordability, a comparative study was made between estimated
water rate (based on standard monthly consumption; 15m' per houschold) and projected
mcome in year 2004, Total capitat cost of Level 111 water supply sysleaﬁ is P258.5 mil-
lion for 11,953 houscholds to be served. Assuming an annual inflation rate of 7% and 20
years repayment period, the annual capital cost to be paid is P2,041 per houschold. The

monthly capital cost to be paid by each houschold is B170.

The monthly recurrent cost per household is estimated to be B34 (B406/ year; refer to re-

~ current cost in Chapter 10 where operating cost is P43.768 million in base year for

324,848 households). Using an arinual inflation rate of 7%, this recurrent cost is pro-

Jjeeted to be £51 per household in the year 2004.

The combined amount of capital repayment and recurrent cost in the ycar 2004 is R221/

houschold/month. The cost shall be recovered as a inonilily water charge to be baid 'by

users. ‘the percentage of the water rate against inconie with more or less 5% is com-

monly affordable. In this regard, monlﬁly water rate (3.5% of the houschold income)

scems to be affordable.

(aj Estimated \#‘att‘f rate for 15 m’ (Pesos) 1) ' ' : 221
(b) Estiniated minimum water rate {1-10 n) (Pesos) 2) : 190

- {c} Percentage of (a) to monthly median household income in 2004 : 3.7%
Notes:

1) Waicr rake for the HH with moathly consumption rate of 10m’ is estimated under the
same assuruplion of a).

2} Monthly median household income is 15,892 in the year of 2004.
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(<h)y Sanitation
The provision of sanitary toilet facilities {or public markets and schools is under E4Us m

coordination with parent-teacher association.  However, recunrent cost for the pubic

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

Houschold toilet shall be managed by individual houschotd.  However, the facility is
costly with refercuce to the current income level, especially in the reral arca (Qush-type
toilet; £23,000 and pour-flush toilet; #14,800). Governmaental support is also Hmsed to
the provision of toilet bow! for pour-flush oileis as an incentive to increase the distiibu-

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

cred.

Applymag the capital recovery lactor (o the construction cost wille assumptions of 7% m-
terest rate and 5 years repayment period, monthly repayment amounts to P467 for a flush
type and R301 for a pour-flush type, respectively (details of unit cost are referred to
Chapter 16, Supporting Report). The percentages of repayment to houschold income in
the year 2004 are calculated in the same manner as the study for Level HI water systems

and arc shown below.

(a) Repayment for Flush Type {Pesos) . T
(b) Repaymeat for Pour Flush Type (Pesos) M

11
() Pereentage of (2) to monthly median houscheld income in 2001 ) : 7.9%
Note: T o

1} Monthly modian houschold incomse is P5,892 in the year 2004

To expedite the sanitation sector improvement, introduction of specific loans that are 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

established to cover construction of sanitary toilets.
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12.1

12,2

MONITORING FORMEDIUM-TERM DEVELOPMENT P{AN

Generad

Many of the systems constructed eaddier have operated in a limited way becaose of insuf¥icient

monitoring and post-constrvetion technical suppmt, aside from the problems e promotion ol

practical, vtable, ecreative approoch (o strepgthen sector ond project monitonng.  The
development of a coordinated monitoring system s one of the key components of an cffective

management system.
Sector Monitoring

Sector monitoring refors to the overall water and sanitation situation in the provinee. One
may readily use a demand-supply model for scctor monitoring. Demand would be indtcated
by such indicators as gaps in coverage, health conditions, and standards for walcr
consumption. Supply would be indicated by the water resources siluation, aciual coverage of
cxisting [acibilies, owtput volume, types and condition of facilities, by the available funding,

and by walterfsanitation associations organized to undertake sector activities,

(1) The momtonng system nmust support a well-defined and accepted sector development
process-model. Thore are four general aspects of sector meonitoring which will be

addressed:

1) Lstablishing the database: This involves identitying the types, levet, and form of the
mformation to be extracted regarding the performance of the sector’s service

development, service defivery, ond service maintenance systems.

2y Daa collection and transmitial systena: ‘this defines the methods and assigns
vesponsibilities for the recording and relaying of the data from sotirce to the concemad
rectpients, from raw data to consohidations and reperts at the various levels of the

hicrarchy of scetor management.

3) Data analysis: This prescribes how and by whom the data will be processed, and the
purpose of the outputs of the vartous analysis and reports. The prrpose or uses of the
data witl determine when ot how frequently a reportl will be generated, s well ws the

parties who should receive the report.
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Response system: This defines the responsibility, authority and discretion of the
recipients of the data flow to take actions, make decisions, alter plans, or take such
MEasures as are appropriate given the performances indicated by (ke data. This system

fecds into and is essential to the management and regulatory stivctures of the sector.

(2) Sector partormance deficiencies demand that serious thought be given to innovations to

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

should be able to take an objective view of the way to meet cwirent strategies. ot example,

docs community management of systems really work? Do low-cost technologies make

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

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

rescarch studies on such specific policy and operational issugs.

(3) In putting together a relevant scctor menitoring system, the foltowing should be scriously

looked into:

L}

2)

3

4)

It should reinforce the linkage between water, sanitation and health. ‘This implies
that coverage should be measured for availability of both water and sanitation for a
houschold.  Thus, a houschold can be catcgofiz-:d as havin’g'boih' water and
sanifation, water only, sanilation ohly or none of cither. At later stages, health

practices can be included in the monitoring.

It should be reliable and invelve the beneficiaries. This mechanism could provide the
data qualily control, which is missing in existing systems. Distortion of information

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

capture level.

Monitoring will succeed enly with interagency support, particularly in the initial stages.
It should be acccﬁtcd by all sector ageneics. A unified set of figures and indicators

will greatly help in planning.

It should be practical and implcnmniahlc. It should start with the current momtoring

- 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 stafl.




8

3} The system should be followed through with effective teedback. I should develop
creative ways of providing feedback to the fictd. The earrent way in which data i
processed is by consolidation.  ‘The field sourees’ only fecdback s, for example,
national coverage Nipures, n the course of consolidation, apportumities for specilic

teedback useful to project implementors on performance are tost,

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

nanagemient stracture, to achieve the following:

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

2} Development of initial database (identification of the type of data and reporis that the
partici pan.t-managcrs need in their respective arcas of concern.)
Afler the database is estabished, a team will draft the Management Information Systenm
(MIS), which will be an input to the next scrics for workshops.

3} Revicw of MIS drafl, revisions, and commitments to test.

4) Sharing / reviewing of experiences with MIS drafl systom. Recommendation on
adjustinents to MIS for 2nd ficld testing period.

5) Sharing / review ol experiences,
Final recommendations {o be incorporated into Final Dralt of MIS system by the MIS

Team,

0) Rcview of Final Draft System to be presented by MIS Team of adoption.

Regarding sector development indicators, some important idicators will be more
difficult to collect than the others because the sector is not ready to gather them. ‘the
LGUs will group indicators into phases bascd on avaiiabilily of dala and/or case wilh
which such information .ca'n be colleeted with improved systems. A review of the objee-
tives set for the sector almost exclusively shows a focus on caverage. IUis impotiant to
gel scét.br..objecli\'es stated beyond coverage terms in order to encourage usc of
additional indicators. Based on past éxpcrimce, requiring too much information leads to
slari-up difficultics. A three-phase build-up wecting sector requirements is outlined in

the following sections:

1) Phase | Indicators
- Access {o both adequate water and sanitation
- Water and sanitation associations duly organized to undertake sector activitics
- Water and sanitation facilities i schools

- Capital developiment costs



2)

- Sources of capital development Tunds
- Incidence ol diarrhea
- Waler availability and water quality maps

- Unit cost {per capita or per (acility)

Phase 2 Indicators
- Household hygiene habits and practices
- Watcr stored in house covered? food covered? grounds fice of facces, garbage,

wastewater cesspools? animals in the house? mother's and children's hands

clean?
- Lxistence of barangay spot maps and facilities ledger cards
- Lxistence of O&M arrangements

- Current costs to houscholds and willinguess to pay for tmproved scrvice

Phase 3 Indicators

- O&M Costs

- Financial efficiency and stability indicators
- Institutional development indicators

- Low-income groups benefiting from improvements

(5) NEDA has issucd a Beard Resolution in 1995 providing a practical definition of terms for

(0)

planmng and monitoring. The definitions were arrived at afler exhaustive discussions and

consensus with the implementing agencies.

Recommended institutional responsibilities for sector monitoring: ' 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 reporls is in their best

interest. At the data c*tpturc level, the PHO structure, with its midwives and BllW

volunteers, is in the best posmon to take the lead in data g'\(hermg

1)

:2)

Provineial Level: The PPDOS through its Research and Lvaluahon Dmsmn will
play lhc lead rolc in organizing the ficld dala collection effort in coordination with

the field ofnces of national agencics, NGOs and the water districts. The Monitoring

- Specialist, with the PST/PWSU, will assist the PPDO.

i\]‘unicipai‘cheI: The Municipal Development Coordinator has the mandate of

monitoring all development activities in the municipality. The municipa! sector

12-4




12.3

lisison will thevefore courdinate the preparation of the reports with the MPDO,

supported by PHO and NGOs, as needed.

3 Barangay Level: There are several institutional options for teading the monitoring ot
the barangay level, such as the barangay health stations, the barangay council, cte.
The municipat liaisen will take the lead in establishing the barangay monitoring res-

ponsibilitics,

{7y Computerization ol the system can come at later stages.  This should be gradually
phased in as the scotor agencics strenglhen their monitoring mode.  This will also
discourage a ground swell of requests for computter hardware. Compuder Facilities are

available at the provincial level.

(8) A new scetor database program was designed and is currently vader review. A Scctor
Database Center was established within the DILG-PMO.  The systemn was successfully
piloted in three provinces and replication i other priority provinees will begia shortly.
(Natc: This database does not go down to the project level. It was primarily set up to

determine supply/demand and linancial capabilities of LGUs to absorb costs.)

Projcct Monitoring

Sector monitoring refers to the overall water and sanitation situation in the pravinee, on the
other hand, project moniloring looks at progress of specific activitics or projects. Indicators

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

(1} At the provincial level, project monitoring shall include projects classified under any of the
following: . _
v foréign and nationally-funded projects which are implemented or tocated i two or
several municipalifics in the prbvincc or implemented or located in the province:
. 0!110r projects impléﬁmntcd and managed at the provincial level with funding

generated from provincial sources.

(2) Project Monitoring Comunittees (PMCs) at the provincial and municipal levels are to be
tasked with the manitoring of local govcnnﬁcm prﬁjccis f undcd.from national and local
government funds, and composed of representatives from different brga'niz.atidns. from
NGOs, the administration, the ruling parly and  the 6}1|105ili0:1. Lrom  these

representatives, the Provincial Governor selects the chainman and the others as members.

12-5



The PPDO can be delegated to seive as the sceretariat and the PMC manages with the

assistance of the non-povermment organizations in the maonitoring and validation of

project implementalion.

(3} The specific roles and responsibilities of the various units in the implementation of the

monitoring systen are as follows:

1The Project Moniloring Commiltce:

+  Provides the list and schedule of all projects to be monitored to the NGOs involved in

monitoring;

+  Colleets and processes reports of implementers; NGOs monitor the status of project
implementation for the iuformation of the development council and nexl higher level

project monitoring committee;

»  Pinpoints problems and verifies informalioti to be  submitted for analysis and action of

the development council;

+  Provides feedback on the remedial actions of the developnient council and follows-up

their implementation;

+  Prepares and disseminates periodie project monitoring veport on the status of project

implementation; and : ‘ _ G

+ Ilevates to higher level bodies problems/issucs which arc not resolved at their level.

The PMC Sccretariat:

»  Prepares the monitering program to be lmderhkfcn by the PMC dunng any given
fiscal year, which will include, among others, the lists of projects and schedule of
implementation based on submission of implementing agencws

+  Provides chief execulives with mfoxmahon on the prcuects to be monitored by lln,

local PMC’s;

+ Facilitates inter-agency, inter-govemmental and field héadquartcrs coordination

whenever necessary,

The Project Implementors:

+  Submit p¢r_iopfic reports to the monitoring committee on the status of project
implementation basc on suggested reporting {orms;
. P_rovidé auihor_izcd monitors assistance in geiting access to mare detailed information g
| on projécl implementation (c.g. detailed work program); ‘

»  Submit to next higher level office of line agency reports on status of implementation;



Implement/institute remedial measures on problemsfissues identificd as sugpested by

the development council.

(4) The following is the process flow of project monitoring,.

1
——

1)

3)

6)

§)

9

The PMC secretariat provides the NGOs with the monioring plan, conlaining
information on projects 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 submit project exception reports to the PMC, with copy fumished the project
implementors,

PMC assesses reports of implementors and NGOs and conducts project visits of
projects identified in the monitoring wbrk prograny;

PMC processes reports of various i:ﬁplementors and provides the provincial
de\'elopmem council with a consolidated report on status of project implementation in
the province; _ ' .

PMC evaluates problems, recor'n.ménds solutions during its regular or special meetings.
and refers same to the Prowncxa! Development Council for appropniate action; .

PDC assesses reports and takes proper action {problem solvi ing. re ferral to appropriate
agencnga"councﬂ),

Implementors take remedial action on problemsfissucs encountered in project
impleme_nlalioﬁ. {(If after a reasonable peried of time, no remedial measures’
appfof)riate action hévé been taken on the problems referred 10 the concemed

aoencyﬂocal de\elopmcnt councsl the PMC forward the isstie to that RDC. )3

10} PMC- provides I‘eedback to concemed inplementors, LG Us. \GO\ and othai

concerned agencies and follow-up implementation of remedlal measures: and

11) PMC forwards consolidated status report on project imp]ememanon n the prm tnce 1o

the' Reg:onal PrO_]ﬁ'Cl Momtormg Comminee {RPMC).

The PMC determines the schedules for the submission of reports. Reports are submitied

to the PMC who will forward the consolidated reports to the Provincial D'evelopmem

Council (PDC). Submissmn of the consolidated report from the provincial PMC to the

regional PMC 1s usually undertaken on a quarterly basis. The PMC furnishes the

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



124 Evaluation of Plan Tmplementation and Updating the PWASP

(1) This PWASP should be updated at {east cvery five years. T

of the PWSU in ¢losc coordinalion with the PPDO.

Chis will be the responsibility

Based on the sector monitoring

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

the efMicicney with which these objectives were achieved.

This will be followed by a

reformulation of objectives, stratcgics, new policies and policy revisions and an updated

sector inveslment program.

(2} To initiate the implementation of this seclor monitoring system, the Plhase I indicaters

{See 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:

1)

2)

3

4)

3)

6)

Access to both adequate water and sanitation as a measuee of demand: This indicator
can be taken from the Field Health Service Information System (FHSIS) Annual
Environmental Sanitation Swrvey reports, which are prepared by the PHO wmidwives.
These annual surveys are summarized by municipality by the sanitary inspectors.

NSO population projections will be utilized.

Water and sanitation associations (RWSAs/ BWSAs/ other community-based
associations) organized: This indicator can be collected from the Cooperative
Development Authority (Municipal or Provincial Chapters) in as much as alt water

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

Water and sanilation facilities in schools: This mdicator can bc collectud from the
various schoal chsinct offices; consohdated at the division (prowncml level).
Although a system is in place for regular inventory of facilities by D["CS, aclmi

mventonca are seldom implemented and the L GUs may have to mstllute a supporung

data gathering activity.

Capttal development costs: The LGUs may have to gélher 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 iten 4).

Incidence of diarrhea: This information can be taken from Form M-2 of the F{ISIS.

{Collection and processing of the data form is similar to that of item 1),
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)

4)

7). Water availability and water quality maps: “These maps should be continually
updated based on ficld reports on water quality and quantity as they are received
{rom opevations reports studics.  Areas where, for example, salinity 1s increasing
should be mdicated. Arcas suitable for shallow wells, (or decp wells and for possible

spring sources can be indicated,

o
Ly

At the conclusion of every preject, the monitoring specialist prepares a report on
actual unit costs incurred.  This would include, for example, the cost of dolling for

shallow or deep wells per meter depth; the cost of pipeline per fincor meter, ete.

Municipal level consolidation: For every reporting peviod, the municipal scctor liaison
gathers all the barangay level data including those reports of the municipal health officer
{and sanitary inspectors), the DLECS division offices. A municipal scctor report will be
thus prepared.  Further refinements of this report may be needed m view of future

development indtiated at the national level,

The municipal sector report is reviewed by the Mayor and then submitted to the
CGovernor for Turther consolidation.  Sakient sections of this repait would be fumished 1o

DILG, which is tasked with coordinating a national sector performance report for NEDA

and for the President.

Fecdback: Based on these reports, the IPST/PWSU will draft a consolidated report on the
performaricc of the sectd_r during the period including the opportunities and constramts
met and a set of recommendations for policy revision. Municipalities which have made
outstanding progress and associations, which have introduced creative innovations in

their operations would be cited.

Annual reviews shall be organized to analyze not onty the attainmicat on the physical
project targets, but more significantly, whether the vision is being attained. Thesc
reviews could slso provide the opportunity to sharpen or revise the wision and the

mission statement and distill lessons learned from the implementation experiences.
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