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Meeting Minutes

Title

1* Joint Coordination Meeting (JCM)

Date/Time

16thNovember, 2016 at 9:10 am to 12:30 am

Participants

(GSIS)
e Atty. Maria Obdulia Vitug-Palanca, Senior Vice President
e Mr. Leopoldo A. Casio Jr., Vice President

(JICA)

e  Mr. Takahiro Morita, Senior Representative

e Mr. Hayato Nakamura, Project Formulation Adviser

e Mr. Yuji Sano, Country Officer, Southeast Asia Division , Southeast Asia and
Pacific Department

e Ms. Yoko Yoshida, Representative

e  Mr. Osamu Itagaki, Expert on DRRM

(JICA Study Team)

e  Mr. Takeshi Kuwabara, Team Leader, Insurance and Disaster Risk Finance, Sompo
Risk Management & Health Care Inc.

e Dr. Hiroyuki Fujii, Sub-leader, Insurance and Disaster Risk Finance, Sompo Risk
Management & Health Care Inc.

e Mr. Ichiro Kono, Structure Vulnerability Assessment (Public Schools), Kokusai
Kogyo Co. Ltd.

e Dr. Kazuyoshi Nishijima, Disaster Risk Analysis (Wind and Flood Damage), Kyoto
University

e  Mr. Kazutoshi Masuda, Data collection and GIS, Kokusai Kogyo Co., Ltd.

e  Ms. Shio Kuwabara, Coordinator, Seminar Planning, Kokusai Kogyo Co., Ltd.

(Other Agencies)
See attached attendant list of JCM.

Venue

Multi-Function Room, GSIS

Agenda

A A e

Opening remarks

Introduction

Outcome of the JICA study
Interactive session

Wrap up of the meeting and closing

Meeting
Materials
Attached

S kW=

Agenda

P.1 Outline of the JICA Study

P.2 Replacement cost review for public schools, NAIA Terminal 3 and MRT3
P.3 Development of Risk-based Premium Calculation Tool for Metro Manila
P.4 Development of Flood Hazard Map for Metro Manila

Possible solutions to address and rectify underinsurance and no-coverage issues




Main Points Discussed:

1. Opening Remarks
Atty. Maria Obdulia Vitug-Palanca provided her opening remarks by welcoming the meeting participants.
She also mentioned importance of protecting public assets through GSIS insurance and active participation
of the participants today.

Senior Representative Morita made a remark on the importance of Build Back Better concept for DRRM in
the Philippines. He also mentioned that the importance of active participations for the agencies to elaborate
findings and to improve the quality of the study before the completion in January.

2. Introduction: Outline of the JICA Study
e Atty. Maria Obdulia Vitug-Palanca explained on mandate and role of GSIS in terms of disaster risk
finance for public assets by following the meeting material 2.
e Mr. Takeshi Kuwabara, team leader presented about outline and result of JICA Study by using the
meeting material 2.
3. Outcome of the JICA study
[P.2: Replacement cost review]
e Mr. Ichiro Kono, team member of JICA Study team explained replacement cost review by following the
meeting material 3.
[Questions and Answers]
DOF: Clarifying replacement cost.
= GSIS (Palanca): The challenge facing GSIS now is that the sum insured of the properties are lower than
they should be. Since GSIS has no risk engineers for those properties such as airport and MRT, sum insured
comes from agencies. As JICA study showed, GSIS has under insurance for major infra properties. In the
renewal of policies in next year, look at proper valuation of the assets based on the replacement cost. It is
very important to appraise the value of the properties. Appraisal in insurance industry is done in every 3
years.
= GSIS (Palanca): GSIS has only figures in the books, but this is not enough for the insurance. Insurance has
to have replacement cost and appraisal of the value in every 3 years.
DOTC: What is the Intent of JICA ? Will JICA help to cover the GSIS insurance for 100%?
= JICA Study Team (Kuwabara): For the insurance, you should have full value otherwise you will not get
full amount of insurance in case something happens. The losses caused by underinsurance are not only a few
millions but it may be up to 50 % of the pure premium. What we want to present today is that you have to
pay for 50% more for reconstruct your property. In case you can get an adequate funding for reconstruction,
it will not be a problem, but we want you to understand it.
DOTC: Can we provide a certain ceiling for that?
= JICA Study Team (Kuwabara): It’s your choice. You can put limit of liability. It’s a matter of design of
insurance.
DPWH (Ms. Ma. Visna M. Mania): Want to have a clarification on the premium of the insurance. If we insure
replacement value, that would be an Initial cost of the assets, definitely it will increase the premium. If we have
to increase the premium, what is the amplification to the one who pays the insurance?
= GSIS (Palanca): With DBM, we are discussing about the budged for insurance premium. We encourage
three agencies to use the replacement cost as a result of JICA study and to increase the budged for insurance
payment. Insurance premium of more resilient building would be lower and it could be an incentive for the
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agencies. Initially insurance premium should be based on the replacement cost. Eventually GSIS as an
underwriter would consider the adjustment for the premium of more resilient buildings.

DPWH (Engr. Pelita V. Galvez): 1 am concerning the assets which don’t insured yet such as Caloocan city.

What is the better reason to add those to the insurance of GSIS?

= GSIS (Palanca): One of the first things GSIS needs to do is to raise awareness of the necessity of the
insurance. We do reach out to agencies and LGUs to insure their assets. For example, DepED schools are not
insured. Only LGU schools are covered as a part of LGU assets. GSIS are offering different types of
insurance such as parametric insurance. But still valuation is necessary. For the moment, GSIS want to
prioritize to provide adequate insurance based on the replacement cost based on the result of the JICA study.

JICA Expert (Mr. Osamu Itagaki): Are the shops in NAIA T3 included in the replacement cost of NAIA T3?

In case those shops are damaged, who will share the cost?

= JICA Study Team (Kuwabara): It depends on the conditions of the contract between owner and tenants.
NAIA T3 (owner) may cover in case they have liability insurance and the accidents are considered as
liability issue.

[P.3: Development of Risk-based Premium Calculation Tool for Metro Manila]
e Dr. Hiroyuki Fujii, Sub-leader of JICA Study team introduced Risk-based Premium Calculation Tool by

using the meeting material 4.

[Questions and Answers]

PHIVOLCS (Mr. Henremmagne C.Penarubia): Which hazards you used for the tool? In Slide No.22

presented by Mr. Kono (P2), there are many hazards but still use one premium rate. It’s better to separate by

hazard.

= JICA Study Team (Kuwabara): We do. Earthquake, Wind, Flood, Typhoon, and Liquefaction will be
included. What we are showing today is only Earthquake as a sample.

= This is the insurance for the public assets, we have to calculate premium regardless of the probability of the
hazard. Although premium rate will be different depend on the hazard, it’s your choice to have insurance. If
you consider it in long term such as in 2-300 years range, you will see whether or not it is cost-effective.

UP (Prof. Richmark N. Macuha): [ was participated in the PAGASA and PHIVOLS project on vulnerability

curves. We have focused on methodology of vulnerability analysis of disasters. I understand your tool is using

the vulnerability curves from that study. Are there any refinements or changes of vulnerability curves? Those

values need to be checked and not ready to use for this application. Especially for the curves of Earthquake and

wind.

= JICA Study Team (Fujii): We have used the computational curves by referring to other information such
as the HAZUS from US and Japan.

JICA Expert (Mr. Osamu Itagaki): Which risks are the highest and the lowest in Metro Manila? I would like

to know the detailed information in the next meeting.

= JICA Study Team (Fujii): The highest peril would be Earthquake, and the second would be Typhoon. The
risks of Wind and flood are almost the same.

PHIVOLCS (Mr. Henremmagne C.Penarubia): Besides grand shaking, will liquefaction and land slide be

included?

= JICA Study Team (Fujii): Yes.

= JICA Study Team (Kuwabara): Liquefaction, Tsunami and so on will be included in this tool but as to the
insurance of liquefaction, it is a matter of contract.

= GSIS (Palanca): Generally liquefaction is not included in the coverage of insurance but as an assessment it
will be included in the tool.

[P.4: Development of Flood Hazard Map for Metro Manila]
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e Dr. Enrico C. Paringit explained Development of Flood Hazard Map for Metro Manila by following the
meeting material 5.
[Questions and Answers]
JICA Expert (Mr. Osamu Itagaki): I think return periods such as 1.11 and 1.25 need to be reconsidered. And
the word you used in the study “at least” is not appropriate because this word implies that the event must occur
but actually it might not occur. I suggest you to use “at most” instead.
= UP (Dr. Enrico): These return periods were specified by the JICA study team. As to the word “at least”, I
understand your logic.

4. Interactive Session
e Mr. Kuwabara explained the two issues for discussion regarding possible solutions for GSIS by
following the meeting material 6.
[Issue 1: No insurance / No coverage on Natural disaster]
What factors prevent you from having insurance to protect your assets?
Source of Fund for Validation
UP (Dr. Enrico): LGUs could be the source of funding for the premium at least for the public schools. But can
LGUs use the Disaster Risk Reduction Management Fund or Contingency Fund for insurance as a part of pre-

disaster preparation?

= DBM (Mr.Gerald Uanoh): According to NDRRMC, insurance validation could not be included as a part
of pre-disaster activities. But GSIS could make a query to the NDRRMC for the official position.

= GSIS (Palanca): We are validated that LGUs are not allowed to use the fund for insurance premiums.
Technical Working Group among DOF, BILG, OCD, GSIS, and World Bank, will provide the guidelines for
the LGUs how to spend the Local DRRM Fund to pay for the premium for calamity insurance. This is a part
of disaster preparedness.

= World Bank (Ms. Deanna Villacin): In 2012-13, “Utilization of LDR fund” was already released and
specifies 70% of the fund can be used for the premiums and some LGUs are using the fund already. In
TWG, OCD validated and allowed. This maybe a matter of interpretation.
Insurance for DepEd Schools
UP (Dr. Enrico): I found the table in the presentation by Mr. Kono showed that many public schools in
Metro Manila such as Malabon were not covered. Are there any intensions to avoid covering insurance for
the schools in high risk area like Malabon?

= GSIS (Palanca): It might happen in the private sector but since GSIS is mandated insurer, it will be
covered. We really want to insure them. But as the JICA Study showed, LGU schools are insured but DepEd
schools are not. We will find out whether or not zero schools insured in some areas mean there are no
schools run by LGUs but by DepED.

Other Comments

JICA Expert (Itagaki): Disaster risk insurance should be coupled with DRR measures. If you open this

insurance to all agencies you will face more problems. The public assets in high risk area will join the insurance

and low risk will not join. So it is necessary to set the conditions for the insureds. For example, the insureds need

to take other DRR measures such as awareness- raising of disaster, evacuation drill and so on.

= JICA Study Team (Kuwabara): Definitely it is required. For the next stage, we are trying to put public
insurance scheme into the public investment plan. Natural disaster insurance is difficult to establish in
commercial base. High risk lands won’t be covered by insurance of private company. Should be public basis.

DBM (Mr.Gerald Uanoh): Information provided today would be very useful for our study on government

insurance. Are there any factors for insurance to apply? For example, schools in the eastern seaboard are prone
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to typhoon. Can we provide insurance for the schools only related to typhoon or for high risk properties

comprehensively? What kinds of activities are included in pre-disaster period to determine the insurance for

what types of hazard?

= JICA Study Team (Kuwabara): Comprehensive way is better.

= GSIS (Palanca): As to the first question on what types of hazards should be included in the insurance, as an
underwriter and insurer we don’t encourage you to cover the insurance by hazards. Should be covered
against all types of hazards. Because of climate change, you will never know what kinds of hazards are
prone to in your area. It’s better to do it comprehensively.
As to the second question, the insurance company uses Catastrophe Risk Modeling which tells you the high
risk area. This tool will be helpful for premium calculation for the particular risk and for valuation and
appraisal. RA 656 says insurance for the public assets is a mandatory for the 1st class municipalities. Now
for all governments both in National and Local level will be required. Besides, will be required for GSIS.
Not only for fire but for all catastrophes. That is a rational for insuring.
We manage the fund. There is a ready funding for any agencies. It is happening in congress and even Senate
Escudero is finding the source of budget for disaster risk insurance.

[Issue 2: Underinsurance]

Role of GSIS

DOF: Is insurance validation done by GSIS?

= JICA Study Team (Kuwabara): It’s not mandate of GSIS. Insureds need to do validate by themselves or
by the third party. This is a principle of insurance. Our suggestion is that GSIS should be capable to asses
those declared valuation based on the database or information.

GSIS (Palanca): Does DPWH have a database or information for using as a benchmark by GSIS? As to the

value or cost of the public assets.

= DPWH: We have a cost data. Data for other assets such as roads and bridges are also available.

= GSIS (Casio): In the RA 656, “property” is defined as equipment, stock and transit. All sea ports, marine
cargo, vessels, aircrafts and so on. All government assets should be insured by GSIS.

= DPWH: Suggestion: Instead of applying the unit cost per square meters by DPWH, we have the estimate by
program code. Why don’t we ask the DepEd to provide the estimate of the value of the assets? It must be
more accurate than the unit cost. The Unit cost is farther than the actual cost after bidding process.

= JICA Study Team (Kuwabara): It is B/Q. Accurate cost would be good and the insureds can provide the
value based on those database. But GSIS as a property insurer, they have to asses those values. We think
GSIS should be capable to detect the differences between the declared value and the actual cost when they
issue the policy.

= JICA Study Team (Nishijima): Even if you use the bidding estimate, actual cost needs to be re-assessed
after 10-20 years.

= DPWH: So Does GSIS assess the cost?

= JICA Study Team (Kuwabara): Basically, Insurance Evaluation Company does. At least B/S will help
insurer. Providing accurate valuation or appraisal is the responsibility of the insureds, the agencies.

Appraisal

GSIS (Palanca): Do we have accredited appraisal companies? Which agencies would need appraising the

properties? Aside from GSIS. DBM? COA?

= JICA Study Team (Kuwabara): That would be book value or maybe market value.

= GSIS (Palanca): GSIS uses the evaluation company to appraise the value of the assets like MRT 3. We
could find out the value of MRT3 that it is no longer 25 million Pesos but 60 billion pesos already by the

A-5




JICA study. We have an adjuster of the evaluation of value from the books of MRT. When our marketing
officers go to the agencies and ask for appraise the value, there are problems; 1) they have to bid out for
appraisal and 2) have to put it in the budget. In case of GSIS, does an appraisal in every 3 years and has the
budget for appraisal in admin.
1) No budget for appraisal, or
2) We can have the agencies that can do for us. COA has a draft circular for this. It will require the
agencies to have the most recent inventories of the properties and assets with the most recent appraised
value.
DPWH: In the new revised law, we have no payment for the market value but do appraisal by the third parties
for us to pay for the market value. Land bank and other banks can be accredited appraisers and can also appraise
the properties. That is our basis for the market value.

Other Comments

PHIVOLCS (Mr. Henremmagne C.Penarubia): After the natural disaster event, how would you do the

appraisal of the properties? Up to when? Because it could be another event. What is the time span of the claims?

= GSIS (Casio): We have a “72 hour clause” for an occurrence attaching in the policy. After the first event, all
events occurred within 72 hours from the first one, consider as 1 event. On the 4™ day (exceeds beyond 72
hours), it becomes another event. 1 event is equivalent to 1 deductible and called it “Participation”. For every
event, the insured shoulders present the actual cash value of the affected property. That is an event. Any
amount beyond 2% is compensable.
In case of major catastrophe, GSIS signs independent adjuster. For example, power plant, GSIS calls them
and they visit the site, put up insured reserved for the particular claim, and there is a final payout to the
agencies. If the offer is accepted by the government agencies, GSIS will write the check. This is the process.
If there are disputes on computational adjuster, we do negotiation and issue the disbursement after.

PHIVOLCS (Mr. Henremmagne C.Penarubia): We need a plenty of appraisers and evaluators because there

are a lot of events in Metro Manila.

= GSIS (Palanca): That is true. In case of Yolanda, we had numerous claims on the Typhoon Yolanda but still
only 70% of claims are active upon. There are few who can handle the claims so, many insurance companies
uses this adjuster.

= JICA Study Team (Kuwabara): Many people needed the adjusters. In case of underinsurance, the
situation becomes complicated and the process becomes longer. There was a big earthquake 5 years ago in
Japan and the individual houses were insured by the private insurance companies but actually those risks
were supported by government. About 1million houses were damaged and insurance companies sent many
staff even marketing staff to the affected area and tried to pay as quickly as possible. Then around 80 % of
the claims were processed within 6 months after the earthquake. I think we need to incorporate some kind of
adjusters into government system for quick payment. This kind of adjusters cannot cover all damages, but
can pay out quickly in times of emergency. GSIS or LGUs’ facilities could adopt this system.

PHIVOLCS (Mr. Henremmagne C.Penarubia): As to no insurance, GSIS must publish or put in the website

GIS map with insurance premiums to explain why and how can address the risks. People may understand.

= JICA Study Team (Kuwabara): JICA Study team will submit those data and maps to GSIS in the end of
the project. We need to get approvals from the all concerned agencies that kindly provided the data for the
study.

5. Closing
The meeting was closed by the remarks of Atty. Maria Obdulia Vitug-Palanca, Senior Vice President.




Meeting Material
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Joint Coordinating Meeting on JICA Study on
Insurance Mechanism for incentivizing Disaster
Resilient Public Infrastructures in Metro Manila

Program

Chairperson: Dr. Kazutoshi Nishijima,

Topic Expositor Time
1.Greetings (9:00-9:10)
Atty. Maria Obdulia
Opening address by the Philippine side Vitug-Palanca, Senior Vice | 9:00 —9:05
President, GSIS
. . Mr. Takahiro Morita, Senior . .
Opening address by Japanese side Representative JICA 9:05-9:10
2.Introduction (09:10- 09:30)
Atty. Maria Obdulia
Vitug-Palanca, Senior Vice
P.1 Outline of the JICA Study President, GSIS 9:10 — 9:30
Mr. Takeshi Kuwabara,
Leader of JICA Study Team
3.0Outcome of the JICA study (09:30-11:00)
P.2 Replacement cost review for public | Mr. Ichiro Kono

schools, NAIA Terminal 3 and MRT3 | Member of JICA Study Team | 9:30 —10:00
P.3 Development of Risk-based Premium gr.lelr0£uk| FufJ” JICA  Stud

Calculation Tool for Metro Manila ':'Je;ria er o udy 1 10:00 - 10:30
P.4 Development of Flood Hazard Map for | Dr. Enrico Paringit,

Metro Manila University of the Philippines 10:30 - 11:00
Coffee break 11:00 - 11:20
4. Interactive session (11:20 — 12:00)

*Possible solutions to address and rectify

underinsurance and no-coverage issues Mr. Takeshi Kuwabara,

«Possible mechanism for incentivizing Leader of JICA Study Team 11:20 - 12:00
disaster resilient public infrastructure

5. Closing (12:00 — 12:15) Atty. Maria Obdulia | 15.00 - 12:15

Vitug-Palanca
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Meeting Minutes

Title 2"Joint Coordination Meeting (JCM)
Date/Time 15" February, 2017 at 9:30am to 14:00 am
Participants (GSIS)

e Atty. Maria Obdulia Vitug-Palanca, Senior Vice President
e Mr. Leopoldo A. Casio Jr., Vice President

(JICA)

e Ms. Ayumu Ohshima, Senior Representative

e Mr. Yuji Sano, Country Officer, Southeast Asia Division , Southeast Asia and
Pacific Department

e Ms. Yoko Yoshida, Representative

e Mr. Osamu Itagaki, Expert on DRRM

(JICA Study Team)

e  Mr. Takeshi Kuwabara, Team Leader, Insurance and Disaster Risk Finance, Sompo
Risk Management & Health Care Inc.

e Dr. Hiroyuki Fujii, Sub-leader, Insurance and Disaster Risk Finance, Sompo Risk
Management & Health Care Inc.

e Dr. Kazuyoshi Nishijima, Disaster Risk Analysis (Wind and Flood Damage), Kyoto
University

e Ms. Shio Kuwabara, Seminar Planning, Kokusai Kogyo Co., Ltd.

(Other Agencies)
See attached attendant list of JCM.
Venue Multi-Function Room, GSIS
Agenda 1. Opening remarks
2. Outcome of the JICA study
3. Recommendations and discussion for next steps
4. Discussion
5. Wrap up of the meeting and closing
Meeting Agenda
Materials Session 1: Resolve uninsured - underinsurance issues
Attached Session 2: Risk-based insurance premium pricing

Session 3: Program to enhance DRR investment
Wind and flood risk reduction: Damages, countermeasures and efficiency

S o e

Session 4: Recommendations

Main Points Discussed:

1.

2.

Introduction
Dr.Kazuyoshi Nishijima opened the meeting and introduced participants from each agency.
Opening Remarks
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Atty. Maria Obdulia Vitug-Palanca provided her opening remarks by welcoming the meeting participants.
She briefed on the outcome of last JCM in November, 2016 especially on underinsurance issue of certain
government assets. She has explained on the legal basis of GSIS’s mandate and also mentioned the latest
news on insurance for government facilities including 1 Billion Pesos fund for natural catastrophe insurance.

Senior Representative Ohshima made a remark on importance of investment for disaster management to
address economic losses which has stated in the Sendai Framework for DRR. She also mentioned the
importance of establishment of effective insurance mechanism for government assets which this JICA study
has covered. She also appreciated active participation of each agency to the last JCM .She closed her remark
by mentioning that she hopes that the result of the study will contribute to safer and more resilient future for
the next generation.

3. Outcome of the Study
1) Session 1: Resolve uninsured - underinsurance issues
e  Mr. Takeshi Kuwabara, team leader made a presentation of uninsured - underinsurance issues by using
the meeting material 2.
2) Session 2: Risk-based insurance premium pricing
e Mr. Takeshi Kuwabara, team leader made a presentation of Risk-based insurance premium pricing by
using the meeting material 3.
[Comments, Questions and Answers]
JICA/OCD (Itagaki): a) As to uninsured and underinsurance issues in the Philippines, is this the first study to
confirm the actual situation of the issues?
= JICA (Kuwabara): There should be similar studies partly covering those issues but I am not sure if this
study is the first one or not.
b) Suggestion on existing hazard maps for risk-based premium setting: the study team should select smaller scale
disaster such as 5 year return period flood otherwise most of area in hazard map would be recognized as “High
risk area”. It’s not feasible to promote counter measures including relocation of all buildings in vulnerable area.
If the target area is smaller, easier to get public agreement for this kind of policy.
¢) Soil conditions for MRT stations. The soil conditions map in P.12 of material 3 shows that only Taft Avenue
station is locating in weak area, but the chart in P.13 says Magallanes, Ayala, and Buendia are also in soft soil
condition. Please verify the data.
= JICA (Kuwabara): We will check the date and verify later.
= JICA HQ (Sano): Uninsured issue: all of us aware of this issue because some government issues didn’t buy
insurance. As for underinsurance issue, some agencies have been aware but did not know the actual amount,
that’s why we have conducted this study. As a result, this study found out the actual replacement cost of
public assets such as MRT3 and NAIAT3 and showed the cost is relatively lower than current sum insured.
In thus sense, this could be the first study to address the underinsurance issues from engineering perspective.
= JICA (Nishijima): As to the second question on how to choose the area for disaster risk reduction, we will
discuss in session 3 later.
[10 minutes Break]
3) Session 3: Program to enhance DRR investment
e Mr. Takeshi Kuwabara, team leader made a presentation of Program to enhance DRR investment by
using the meeting material 4.
[Comments, Questions and Answers]
JICA/OCD (Itagaki): a) Concept of DRR renovation fund is good enough, however, please consider location
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risk as well as building risk. For example, the buildings in highly inundated area should not be strengthening

because the renovation of those buildings will not reduce the risk of inundation. b) DRR Renovation Fund can

be part of DRRM Fund in the Philippines. Since OCD is secretary of DRRMC, OCD could be included in this

recommendation in P.21 of material 4.

= JICA (Nishijima): We will consider the comments. Flood protection issue will be discussed after my
presentation.

PHIVOLCS (Ismael Narag): a) Serious damage after very strong shock (for example a month after) will be

included in the coverage? How do you computation the building damage? The increased damage will be also

covered? b) Mr. Kuwabara said some lands will also be damaged. Will this such as liquefaction phenomenon be

covered by insurance?

= GSIS (Casio): For example, the event happened 10 days after is another event. If the sum insured of the
policy is not exhausted, both events will be covered. Computation is based on the initial investigation.

= GSIS (Casio): Insurance will cover only buildings but approximate cost of the loss is peril. Peril is
subsidence of liquefaction caused by very strong earthquake, and then the policy will be triggered if the
policy has an earthquake cover.

4) Wind and flood risk reduction: Damages, countermeasures and efficiency
e Dr. Kazuyoshi Nishijima, team member, Kyoto University made a presentation of disaster risk analysis
of wind and flood damage by using the meeting material 5.

[Comments, Questions and Answers]

JICA/OCD (Itagaki): a) P.5: Regarding earthquake loading, can choice of materials or design reduce the

damage?

= JICA (Nishijima): That’s possible. Japanese housings are using wooden. Those are relatively light. We can
also use light materials for roofing. But when it comes to construction materials, there are only 3 choices,
concrete RC, steel or wooden.

= JICA/OCD (Itagaki): I suggest you to include design or other more ways to reduce the earthquake loading.

b) I agree with your idea that no controlled openings are dangerous shown in P.21. But I want you to suggest

appropriate way to control openings in high temperature and humid weather in the Philippines.

= JICA (Nishijima): In case of Typhoon, those openings must be able to close. I suggest small windows or
openings on the top of the wall. Those can close when Typhoon is coming. I suspect those openings are not
only for ventilation. It is because of insufficient construction skill.

PHIVOLCS (Mr. Ismael Narag): I think buildings in Japan base isolation devices reduce the earthquake

loading. Ask government to add the recommendation on devices for designing foundation.

= JICA (Nishijima): That’s would be the one of the options.

[30 min Lunch Break]

4. Recommendations and discussion for next steps
1) Session 4: Recommendations

* Mr. Takeshi Kuwabara, team leader made a presentation of recommendations and discussion for next steps
by using the meeting material 6.

[Comments, Questions and Answers]

<Valuation / Appraisal of Government Assets>

DOTr (Name): Regarding 1B Php budget, who will evaluate the value of asset? Us or GSIS? GSIS will provide

Technical Assistance? Problem is replacement cost for ICC approval is not reflected the valuation of assets.

= GSIS (Casio): Probably assistance is always there but for most of the GOCC, they_hire the third party
appraisal company. In the case of BSP (Bangko Sentral ng Pilipinas) (central bank of the Philippines) they
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appraises the assets once in every 1-3 years and they pay for the appraisal cost. Most of the appraisal cost
will be paid by agencies. Since the value of these government assets will be hundreds of billions, we
recommend appraisal once in every 3 years. In case of major catastrophe, GSIS will pay out for the agencies

based on the replacement cost at the time of loss. Unfortunately value of NAIAT3 is 7 billion but current

value is 32 Billion. If major catastrophe creates 70-80% loss of the terminal, payout will be only 50%

because of underinsurance. That’s why we have to educate agencies insuring appropriate value of the assets.
= DOTr (Name): In case of catastrophe country will suffer. Evaluation should not be on the asset itself but

rather on the economic impact.

= JICA (Nishijima): Valuation for the purpose of appropriate premium pricing should be based on the value
of assets but evaluation for prioritizing retrofitting or upgrading should be taken into account on economic
impact.

DOTr (Dir. Felicisimo Pangilinan): Regarding evaluation of assets. OTS (Office for Transportation and

Security) is leading risk assessment of properties and facilities in terms of security. To provide good assessment

for the facility, I recommend establishing particular unit or committee which will be involved in the assessment
inside the government and maybe develop the tool for internal evaluation process to take this initiative.

= JICA (Nishijima): The tool you are suggesting is to develop is the sector-wide or more standard way to
evaluate the value not just by individual unit but more generic tools?
DOTr (Dir. Felicisimo Pangilinan): It could be an internal tool for department and this could be validated by

the third party. Every agency has now tool to evaluate their assets and they need to do it.

<Replacement Value and Depreciated Value>

DPWH (Maria Visna Manio): 1 Billion funds come out as a result of the Sendai Framework 2015 where one of
the priorities is financing the risk. But at present, not yet prioritize which assets to be insured. Under RA656,
most of national buildings are already insured but that insurance is not based on the replacement value.

Insurance is depreciated appraised value. Insurance could not cover the replacement cost. How it would be

concluded?

= GSIS (Casio): We are reviewing the RA656. We will recommend to the committee to put provision as to
evaluation of the declaration of the sum insured to the GSIS to the property insurance fund. For purpose of
insurance, it should be replacement value instead of depreciated value.

= DPWH (Ms. Maria Visna Manio): How about roads and bridges? Initial presentation of premium by the
GSIS was so high.

= GSIS (Casio): Roads and bridges are not insured currently. Most of the Deped public schools are vulnerable

but not insured either due to budgetary constraints. That’s one of our dilemmas.

<Responsibility of GSIS and insured>

= JICAHQ (Sano): To solve the uninsured and underinsurance issues, two things should be considered, 1)
how we can adjust insurance policy to increase the sum insured to the actual replacement cost, and 2) how to
evaluate assets technically. As to the first point, JICA study team recommended that valuation of
replacement cost is under responsibility of insured not insurer. Insured evaluate their assets and submit
replacement cost to insurer, GSIS. GSIS will confirm replacement cost submitted by the insured. Then, JICA
study team recommended including those responsibilities of insured into the policy.
As to the second point, JICA study team recommended that government infrastructures with complicated
structure such as MRT and NAIA T3, would be better to use the third party appraisal because of those
structural complexity. For public schools or other public assets, recommend to establish simple desk top
evaluation system explained during session 1. For this system, only unit cost will be used for the evaluation.
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= DOTr (Name): [ understand the responsibility of valuation is on insured. GSIS will not evaluate anymore?

= GSIS (Casio): We consider the replacement cost declared by insured as a maximum limit of the policy. If
the amount exceeds the government attention, it subjects to procurement thorough local or international
reinsurance market. Our recommendation to insured is that conducting appraisal once in every 3 years.

= DOTr (Name): Time frame of evaluation should be standardized.

= GSIS (Palanca): DPWH mandates to appraise of government infrastructures. We will take note that point
for reviewing the guideline of insurance. We are amending RA 656. There is a section talks about appraisal
value. COA circular also does. We can put appraisal including time frame (once in every 3 or 5 years) as one
of the mandates of DPWH.

= DPWH (Maria Visna Manio): DPWH has own appraisal but for the DPWH’s property only. It will be
submitted to GSIS. We do have appraisal unit.

= DOTr (Name): We need to have an inter-agency committee to discuss those topics.

= GSIS (Palanca): Yes.

<Renovation Fund>
DPWH (Maria Visna Manio): Regarding DRR investment in Session 3, what is the difference between

Renovation fund and the Rehabilitation and Recovery fund?

= JICA (Kuwabara): Renovation fund is for retrofitting before the damage and recovery fund is for after the

damage. I know there is a fund for LDRR which allocate certain amount of fund for the damages by natural
disasters in last 2 years. But this fund is for existing buildings for retrofitting before something will happen.

= DOTr (Name): Is this concern rebuilt from the damages only by natural calamities or include human
induced event? How do you consider power surge/ outage? Because in newly constructed airports in Iloilo
and Bacolod, critical equipment were damaged because of surge / outage.

= GSIS (Palanca): Since JICA study team is talking about traditional insurance (indemnity insurance),
damages caused by event like power surge could be covered. Similar to industrial all risks.

= JICA/OCD (Itagaki): Artificial disasters were not included in the presentation by the study team. In case
artificial disaster will be included, we have to consider the probability of those disasters as well for premium
calculation.

= GSIS (Palanca): For the artificial disaster, we look at the market for that.

DBM (Atty. Paula Domingo): DRR renovation fund could be under the existing DRRM fund because it intends

disaster mitigation not just rehabilitation. Right now priority of the fund is on the rehabilitation but it could be

insurance for the disaster preparedness. It could be included in the disaster mitigation. No need to create a new
fund.
JICAHQ (Sano): Current recommendation by the JICA study team is to create a separate fund. This is a loan

for property owners. They will repay to the fund by accumulating reduction of the premium. It will become
repayment resource. I would like to ask you the feasibility of the fund and possibility to incorporate into the
existing fund.

= DBM (Atty. Paula Domingo): As to loan portion, there is no need to loan to agencies from the government.
The government itself should provide the fund for DMC.

= JICAHQ (Sano): In order to incorporate Renovation fund into DRRM Fund, what kinds of process are
required?

= DBM (Atty. Paula Domingo): In case of 1B insurance fund, it was really needed and study will come later.

In case there is a need for renovation, I think it can be included. But implementation for the fund will come

after how to properly use the fund. If DBM and the congress satisfy that, they estimate amount based on the
initial study.
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= JICA (Kuwabara): Is there any time frame?
DBM (Atty. Paula Domingo): In case of inclusion in the budget for 2018, now is the season for calling budget
until March 31, 2017 for DBM. For the congress that will deliver until September or October later.

<Definition of Replacement>
UP (Enrico Paringit): | would like to clarify the definition of replacement. If Build Back Better, it will cost

more than replacement. It will be driver force of the premium.

= JICA (Kuwabara): It depends on what types of values you use for insurance contract. Sometimes it is Cash
value, replacement cost value, and functional value.

= GSIS (Palanca): We recommend replacement value.

= JICA (Kuwabara): After the damage, building will be built by the latest building code. It becomes
automatically BBB. For example the damaged building is 10 years old and then rebuild by the current

building code. It sometimes becomes BBB.

= GSIS (Palanca): In case value of the GSIS building is 8 billion, insured value is 8 billion? How much
should we insure it for the building? How we know the exact value?

= JICA (Kuwabara): There are some clauses in the policy and you can rebuild the GSIS building to original
without additional cost. If the value is 8 billion, insurance is 8 billion. That is the concept.

= DOTr (Name): How can we think about depreciation in this concept?

= JICA (Nishijima): Valuation should be according to the current price and it will use for premium pricing.

Depreciation will not be considered in the valuation process. There are 2 options for buying insurance. 1 is
to buy insurance to have the original infrastructures and another one is replacement. Infrastructures will be
rebuilt by conforming to the current design.

DOTr (Name): What is the objective of the insurance? To provide services to the people, we need to have the

same level of infrastructures.

= JICA (Nishijima): That’s why JICA study team suggested using replacement value for the insurance.

= JICA/OCD (Itagaki): In general insurance is up to the owner’s decision. Some properties should be insured
by law for their function but some might not. Estimation will be done by the owner. So if the estimation of
value of asses is lower, premium payment is smaller. When the assets are damaged, receiving amount will be
smaller. It’s up to owner’s decision.

= JICA (Kuwabara): Insurance should be based on the replacement value. If the value is lower, the payment
will be smaller and not adequate for the replacement. I want all agencies to understand this concept.

= JICA/OCD (Itagaki): In that case, national government should shoulder the amount of the gap. We should
consider how to reduce the government’s portion. We have to raise the portion of insurance.

= JICA (Kuwabara): We recommend underinsurance penalty.

= DOTr (Name): We have to define and to know how to calculate the replacement cost because those will be
used in the law. We all have to have same understanding on those words.

= JICA/OCD (Itagaki): If the technical standard upgrade, the replacement cost should increase.

= GSIS (Palanca): We will define the word “replacement cost” in the process of reviewing the RA then we

will be in the same page.

= JICA/OCD (Itagaki): Support from the Government is essential to introduce this kind of system like DRR
renovation fund.

<Certification System>

JICA/OCD (Itagaki): I think it’s nice one. Hotels should be included. Good for the tourism industry here.

GSIS (Palanca): We will talk to Dep Ed on this idea.

Mr. Kuwabara and Atty. Maria Obdulia Vitug-Palanca made closing remarks and closed the meeting.
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Comment Sheet

Session 1: Resolve uninsured - underinsurance issues

In MRT3, what will be used, a valuation of JICA under Arcadis or a third party paid by MRT3
itself (MRT 3, Mr. Art Din).

Updating appraisal value (No name)

Does it have to be that Sum Insured must always be based on replacement cost? Can spend
value be also used (No name)?

Define what replacement cost is. Is it the value of reconstruction of the same building at the

time of construction? (No name).

Session 2: Risk-based insurance premium pricing

Correctness of valuation (MRT 3, Mr. Art Din)

Incentivising government agencies considered to the DRR compliant or certified is a good move/
initiative of the GSIS (No name).

How will DRR be verified if such retrofit will merit. Risk based insurance premium pricing (No

name)?

Session 3: Program to enhance DRR investment

Retrofitting is suggested (No Name).

If there are two successive disaster events, especially of the same nature, at which one should be
considered (No name).

No need to create a new special purpose fund. Funds for retrofitting can be changed against/ can
be budgeted in the agency’s’ regular budget or the existing NDRRM Fund. The NDRRM Fund
may be used for disaster mitigation and preparedness, and not just be reconstruction or
rehabilitation (DBM).

The proposal committee would not be separate from the proposal inter-agency group on
government property insurance -> its function may include the proposal renovation or

retrofitting plans (DBM).

Session 4: Recommendations

Recommendations will rather sure of investing on its own budget for improved works and
mandate retrofitting works (No name).

Replacement cost must be framed and identified (No name).

There is a ministry 1 Billion (Pesos Fund) now allocated in GAA while the objectives of the study
1s good and interesting, we should probably start in focusing on how the national agencies and

LGUs can access the fund initially (No name ).
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Other Comments, if any

® Purpose of the study is to reduce the burden of the GOP after a disaster. Support from GOP’s
importance should be emphasized in the report (OCD-JICA, Mr. Osamu Itagaki).
What are the procedure to have a building (old) certified to be disaster resilient (No name)?

® Very Innovative (No name)

Thank you for your cooperation !
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