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SUPPORTING REPORT (2) - XXIV
COST ESTIMATE

1. CONSTITUTION OF PROJECT COST

Project cost comprises 1) Construction cost, 2) Government administration cost,
3) Engineering services cost, 4) Land acquisition cost, 5) Physical contingency,
and 6) Price contingency.  The components of each cost are given as follows:

1.1 Construction Cost

The construction cost is estimated by multiplying work quantity and unit price in
principle, except for lump sum items such as preparatory works.  The work
quantity is estimated based on project layout, outline dimensions of structures, and
proposed capacities of the facilities.  The unit price of each work item is
determined by referring to the unit price obtained from DPWH and the recent
bidding data of similar projects in Philippines.

(1) Unit Price

The unit price is composed of two parts, 1) the direct cost consisting of the labor
cost, material cost, and equipment expenses, 2) the indirect cost consisting of
overhead expenses, unforeseen contingencies, miscellaneous expenses, and
contractor's profit, pursuant to the Department Order (DPWH) No.30.

(2) Preparatory Works

The preparatory works cover the contractor's preparation works such as temporary
buildings with water and power supply system, temporary access road to the sites,
dewatering works, and relocation works of obstacles.  The cost for preparatory
works is estimated at 5% of the total construction cost.

1.2 Government Administration Cost

Government administration cost comprises mainly salary cost, equipment cost,
and office running and maintenance cost.  The cost is estimated based on the
implementation schedule of each project.  Breakdown of government
administration cost for each project is given in Table XXIV 1.1.
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1.3 Engineering Services Cost

The engineering services cost comprises mainly remuneration, transportation cost,
and office running cost.  The cost is estimated based on the implementation
schedule of each project.  Breakdown of engineering services cost for each
project is given in Table XXIV 1.2.

1.4 Land Acquisition Cost

The cost covers the land acquisition of 1) the sand pocketing area including
construction area of sabo dam and training dikes, and 2) the construction area of
channel improvement and pump drainage.

For the urban drainage project, the cost is estimated by using the latest zonal land
market value of affected area.

On the other hand, for the sand pocketing area, there seems to be no land market
value in the area.  Therefore, the cost is determined by the following manner:

(1) Assessment of annual net income based on the productivity for each
agricultural field, and calculation of present value during the period of 30
years for the annual net income.

(2) Calculation of present value during the period of 30 years for lease charge for
each agricultural field.

(3) Selection of lower value by comparison of the above two present values.

The details of above assessment and calculation are given in Table XXIV 1.3 and
1.4, respectively.  It should be noted that the cost for the sand pocketing area will
be examined in detail in the implementation stage of the project.

1.5 Contingencies

The contingencies required for the project budgeting comprise 1) physical
contingency to cover unforeseen changes of physical conditions and 2) price
contingency to compensate future price escalation.

The rates of physical contingency is estimated at 10% of the total cost for
construction cost, government administration cost, engineering services cost, and
land acquisition cost.

The price contingency is estimated with the assumed price escalation rate of
2.34% per annum for foreign currency portion and 7.85% per annum for local
currency portion.  The rate of 2.34% is derived from the latest projection of
MUV (Manufacturing Unit Value in G-5 countries) during 1999 to 2005 indicated
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by World Bank, while the rate of 7.85% is the average escalation rate of consumer
prices during ten years in Philippines indicated by IMF.

2. CONDITION OF COST ESTIMATE

2.1 Basic Condition of Cost Estimate

The project cost is estimated with the following basic conditions and assumptions.

(1) Base Year

The cost estimate is based on the price level as of December 1999.

(2) Exchange Rates

Exchange rates used in the cost estimate are as follows:

US$ 1.0 = PHP 40.0 = ￥105.0

(3) Value Added Tax

Value Added Tax (VAT) is not included in the cost estimate.

(4) Construction Schedule

The periods of detailed design, selection of contractor, and construction works for
each project is summarized below.

(Unit: year)
Project Name Detailed Selection of Construction

Design Contractor Works
1. Yawa River System Sabo Project 1.25 1.00 2.50
2. Legazpi City Urban Drainage Project 1.25 1.00 2.50
3. Forecasting and Warning System Strengthening Project 1.00 1.00 2.00
4. Evacuation System Strengthening Project 1.00 0.50 2.00
5. Resettlement Site Development Project 1.00 0.50 2.00

Summary of Implementation Schedule

(5) Implementation Agency

The construction works for each project will be executed by the following
implementation agency.
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Project Name Implementation
Agency

1. Yawa River System Sabo Project DPWH
2. Legazpi City Urban Drainage Project DPWH
3. Forecasting and Warning System Strengthening Project

Monitoring system of volcanic activities PHIVOLCS
Monitoring system of flood and mud flow DPWH
Warning system OCD
Repeater station system DPWH
Inter-agency disaster mitigation network OCD

4. Evacuation System Strengthening Project
Evacuation center DPWH
Emergency shelter LGUs
Livestock Sanctuary LGUs

5. Resettlement Site Development Project
Banquerohan Legazpi
Anislag Daraga

Summary of Implementation Agency

2.2 Local and Foreign Currency Portions

The cost estimate is made in local and foreign currency portions.  The
classification of local currency portion and foreign currency portion is as follows:

(1) Local Currency Portion

The local currency (L.C.) portion covers cost of all labor costs, locally available
materials, inland transportation for materials to be imported, government
administration, local consultant fee, land acquisition, and contingencies for local
portion.

(2) Foreign Currency Portion

The foreign currency (F.C.) portion covers cost of materials and facilities to be
imported, depreciation of construction equipment, foreign consultant fee, and
contingencies for foreign portion.
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3. COST ESTIMATE BY SUBPROJECT

3.1 Yawa River System Sabo Project

The project cost is summarized below.

(Unit: million PHP)
Description F.C. L.C. Total

1. Construction Cost 164.4 547.9 712.3
2. Government Administration Cost - 15.5 15.5
3. Engineering Services Cost 144.4 13.3 157.7
4. Land Acquisition - 35.3 35.3
5. Physical Contingency 30.9 61.2 92.1

Subtotal (1 - 5) 339.7 673.2 1,012.9
6. Price Contingency 38.1 318.7 356.8

Total 377.8 991.9 1,369.7

Project Cost for Yawa River System Sabo Project

Breakdown of the above construction cost is given in Table XXIV 3.1.

3.2 Legazpi City Urban Drainage Project

The project cost is summarized below.

(Unit: million PHP)
Description F.C. L.C. Total

1. Construction Cost 205.6 129.1 334.7
2. Government Administration Cost - 10.6 10.6
3. Engineering Services Cost 62.2 8.7 70.9
4. Land Acquisition - 15.7 15.7
5. Physical Contingency 26.8 16.4 43.2

Subtotal (1 - 5) 294.6 180.5 475.1
6. Price Contingency 35.4 83.4 118.8

Total 330.0 263.9 593.9

Project Cost for Legazpi City Urban Drainage Project

Breakdown of the above construction cost is given in Table XXIV 3.2.
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3.3 Forecasting and Warning System Strengthening Project

The project cost is summarized below.

(Unit: million PHP)
Description F.C. L.C. Total

1. Construction Cost 210.8 37.0 247.8
2. Government Administration Cost - 9.8 9.8
3. Engineering Services Cost 51.7 7.3 59.0
4. Physical Contingency 26.3 5.4 31.7

Subtotal (1 - 5) 288.8 59.5 348.3
5. Price Contingency 33.8 25.3 59.1

Total 322.6 84.8 407.4

Project Cost for Forecasting and Warning System Strenghtening Project

Breakdown of the above construction cost is given in Table XXIV 3.3.

3.4 Evacuation System Strengthening Project

The project cost is summarized below.

(Unit: million PHP)
Description F.C. L.C. Total

1. Construction Cost 0.0 291.9 291.9
2. Government Administration Cost - 9.1 9.1
3. Engineering Services Cost 34.4 6.2 40.6
4. Physical Contingency 3.4 30.7 34.1

Subtotal (1 - 5) 37.8 337.9 375.7
5. Price Contingency 3.3 127.4 130.7

Total 41.1 465.3 506.4

Project Cost for Evacuation System Strenghtening Project

Breakdown of the above construction cost is given in Table XXIV 3.4.



XXIV- 7

3.5 Resettlement Site Development Project

The project cost is summarized below.

(Unit: million PHP)
Description F.C. L.C. Total

1. Construction Cost 4.7 202.5 207.2
2. Government Administration Cost - 9.1 9.1
3. Engineering Services Cost 37.3 6.3 43.6
4. Physical Contingency 4.2 21.8 26.0

Subtotal (1 - 5) 46.2 239.7 285.9
5. Price Contingency 4.0 90.0 94.0

Total 50.2 329.7 379.9

Project Cost for Resettlement Site Development Project

Breakdown of the above construction cost is given in Table XXIV 3.5.  In
addition, the breakdown of each lump sum item such as water supply system,
power supply system, community facility and road network are given in Table
XXIV 3.6 to 3.9 respectively.

4. OPERATION AND MAINTENANCE COST ESTIMATE

4.1 Yawa River System Sabo Project

The cost comprises common expenses for operation, maintenance of structures,
and dredging works for sand pocket.  The total cost is estimated at about
21.2 million PHP.  Breakdown of the operation and maintenance cost is given in
Table XXIV 4.1.

4.2 Legazpi City Urban Drainage Project

The cost comprises common expenses for operation and maintenance of structures.
The total cost is estimated at about 3.2 million PHP.  Breakdown of the operation
and maintenance cost is given in Table XXIV 4.2.

4.3 Forecasting and Warning System Strengthening Project

The cost comprises common expenses for operation and maintenance of facilities.
The total cost is estimated at about 25.9 million PHP.  Breakdown of the
operation and maintenance cost is given in Table XXIV 4.3.
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4.4 Evacuation System Strengthening Project

The cost comprises only maintenance cost of structures.  The total cost is
estimated at about 1.0 million PHP.  Breakdown of the operation and
maintenance cost is given in Table XXIV 4.4.

4.5 Resettlement Site Development Project

The cost comprises only maintenance cost of structures.  The total cost is
estimated at about 0.7 million PHP.  Breakdown of the operation and
maintenance cost is given in Table XXIV 4.5.

5. SUPPORTING PROGRAM FOR CAPABILITY BUILDING

Among the eight supporting projects and programs described in Chapter XXIII,
the following three supporting programs are designated as the components of
capability building for cooperative members, Provincial Government staff, and
City/Municipality and Barangay staff.

(1) Organization and Strengthening of Multi-purpose Cooperatives with Micro-
lending Components

(2) Provincial Disaster Management System Strengthening
(3) Community-based Disaster Management System Strengthening

The cost for capability building comprising of the above programs is summarized
below.

Cost for Capability Building

Description F.C. L.C. Total

(1) Organization and Strengthening of Multi-purpose
Cooperatives with Micro-lending Components

130.4 6.0 136.4

(2) Provincial Disaster Management System
Strengthening

130.4 67.2 197.6

(3) Community-based Disaster Management System
Strengthening

34.3 8.8 43.1

Total 295.1 82.0 377.1

Breakdown of each of the above programs is given in Table XXIV 5.1.
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6. SUMMARY OF ESTIMATED PROJECT COST

6.1 Total Project Cost

Total project cost for the priority projects with the supporting program is
summarized below.

(Unit: million PHP)
Project Name F.C. L.C. Total

1. Yawa River System Sabo Project 377.8 991.9 1,369.7
2. Legazpi City Urban Drainage Project 330.0 263.9 593.9
3. Forecasting and Warning System Strengthening Project 322.6 84.8 407.4
4. Evacuation System Strengthening Project 41.1 465.3 506.4
5. Resettlement Site Development Project 50.2 329.7 379.9

Subtotal 1,121.7 2,135.6 3,257.3
6. Supporting Program 295.1 82.0 377.1

Total 1,416.8 2,217.6 3,634.4

Summary of Project Cost

6.2 Disbursement Schedule

The following is the annual disbursement schedule of the priority projects during
the period from 2000 to 2005 based on the implementation schedule of the priority
Projects.

(Unit: million PHP)
Foreign Currency Local Currency 

Portion Portion
2000
2001 110.4 28.2 138.6
2002 68.3 116.2 184.5
2003 217.1 643.6 860.7
2004 408.3 841.5 1,249.8
2005 317.6 506.1 823.7
Total 1,121.7 2,135.6 3,257.3

Year Total

Annual Disbursement Schedule

Detailed Annual Disbursement Schedule is given in Table XXIV 6.1.
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