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B. Recommendations: It is recommended that a loan be authorized 
to the Government of the Republic of the Philippines (Borrower) 
to be relent to the Local Water Utilities Administration (a 
Government Corporation) for $20,000,000. The total amount of the 
authorized loan is to be obligated one-half in FY 1976 and one-half 
in FY 77 with the following proposed terms: 

Terms : 1. Maturity: forty years including a ten-year 
grace period. 

2. Interest: two percent per annum during the 
grace period and three percent 
per annum thereafter. 

3. Currency: interest and principal 
in U.S. dollars. 

£!pital Assistance Committee Members 

USAID 
Chairman 
Loan Officer 
Program Officer 
Engineer 

AID/W 
Chairman 
Loan Officer 
Desk Officer 
Engineer 

Program Officer 
Attorney 
Health Officer 

Richard Dangler 
Arthur J. Thivierge 
William Mulcahy 
John Sac cheri 

Milburn Pehl 
Elmer Lee 
Vance Elliott 
John Neave 

Alver R. Roan 
Peter Bloom 
Von C. Yoder 

C. Description of the Project: 

This project has four aspects: 

repaya'ole 

1. Design and jmprovement/construction of 25-35 relatively 
small waterworks system: Under a feasibility study loan, the Local 
Water Utilities Administration (LWUA) with the assistance of a 
U.S. consultant, Camp Dresser & McKee International, Inc. (CDM) 
has studied 110 relatively small provincial waterworks systems for 
the purpose of determining what could be done quickly and econom:l.cally 
to bring the waterworks systems up to an acceptable standard. The 
final V:iLfA/CDM report is the basis for this project. A surmnary is 
included in the PP as Annex B. 
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A s was explained in the FY 76 and FY 77 PRPs, this is 
the fourth phase of development of a total provincial water 
program in wh;ch AID has had &.ctive involvement. AID financed 
the prefeasibility studies from which the concept of a national 
institution providing financing, training, standards and regulations 
to local independent water districts emerged. AID also financed 
the comprehensive feasibility studies which led to the creation of 
the recommended in!'ltitutions. By Loan 492- U-033, AID is 
currently financing consulting sp.rvices to the !1ational and local 
institutions and partially financing the improvement/ construction 
of five relatively large provincial urban waterworkd systems. 
These five subprojects are well into implementation and are in 
various stages of design and <.:onstruction. This overall project 
under Loan 033 is proceeding very well under LWUA, thus 
influencing USAID's recommendation for continued support to 
the overall program. 

LWUA realizes that the time span from prefeasibility 
through feasibility, design and construction of a comprehensive 
waterworks system is extremely long and the cost of total 
rehabilitation very expensive. They also know that it cannot 
limit aS9i.stance to only total rehabilitation and still meet the 
national demand. Both large and small communities are forming 
into independent Water Districts and clamoring for tec~nical and 
financial assistance. There is no doubt that community water
works systems in the orovinces, almoflt without exception, are 
antiquated, uneconon1ical, serve a small portion of the commu
nity and provide unsafe Wetter. The needs and expectations of 
the provincial urban a reas a re just too great to follow the 
traditional route of total one stage project development. As a 
result, LWUA has developed what is called the "high impact" 
program, a first stage effort, in which only the major defects 
of a waterworks system are corrected and the system manage
ment assisted to put the system on a sound, businesslike basis. 

A LWUA/CDM study identified 81 potentially eligible 
projects from a total of 110 systems studied. A project is 
classified as "not potential" where the source of water is un
certain and FAA Section 611 (~) could not be satisfied without 
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resorting to further invl"stigations. Before implt'menting a 
subpl·ojC'l't. LWUA. with the assistancl> of its gt'lll"ral l'llnsultant • 
.Il1Illl"S M. Mont~omery, Consulting Engineers Inc. (JMM). will 
Sl"rt'l'n the potential projects again. discuss the formation of 
an independent water district with the city officials, perform 
the necessary financlal/economic analysis and then make a 
final decision on design and construction. Since these sub
projects are all relatively small, LWUA intends to prepare the 
engineering design internally and will assist the new~y formed 
water district with the contracting and construction process. 
This loan will finance, in addition to items described in 
paragraphs 2, 3 and 4 below, the foreign exchange require
ments of that portion of the local currency costs which would 
bring AID participation up to 50% of each subproject estim ate. 
Special Letters of Credit (SLC) will be used to reimburse local 
currency costs using a modified Fixed Amount Reimbursement 
procedure. (This same financing arrangement is currently 
being followed under AID Loan 492 - U -033 for the financing of 
JMM services to LWUA and the construction of five relatively 
large systems. ) 

At the end of this 5-year project, 25-35 of these "high 
impact 'l subprojects will have been completed. 

2. Consulting Services: AID is currently financing the 
services of JMM from Loan 492- U-033. In addition to providing 
general engineering services, JMM is providing management 
assistance for both the national and local institutional develop
ment. AID provided a $400,000 grant in 1974 to partially 
finance initial JMM services towards institutional development, 
but now that the program is well underway, loan funds will be 
used to finance these services in the future. Under the original 
JMM/ LWUA contract, JMM was responsible for providing 
general advisory services to LWUA and the first five subprojects. 
It soon became apparent that this scope was inadequate because, 
as interest was generated, about 30 water districts were formed 
and many more are in the process of formation. Also, LWUA 
with ADB financing has commenced design/ construction of five 
more relatively large waterworks systems. Therefore, LWUA 
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requested AID to finance a contract amendment which will 
provide among other provi sions, additional management advisors 
to as sist with t.he institutional development of all water districts, 
a financial advisor to LWUA, and more resident engineers to 
advise in the supervision of construction and to assist with the 
training of design engineers to carry out to do its own design 
work under the "high impact" program. The dollar portion of 
the original consultive services contract is being financed from 
AID Loan 492- U-033 plus the $400,000 grant. The recently 
negotia ted amendment will be financed from two sources: about 
$.250 million from Feasibility Studies Loan 492-H-030 and the 
balance of approximately $2.5 Million from this proposed loan. 
Since the current contract as amended expires in July 31, 1978 
and the "high impact" program will extend beyond that period, 
it is as fiumed that some additional consulting services will be 
needed beyond the current contract period. It is not possible 
to predict at this time what level of competency LWUA will have 
reached by July 1978; however, for planning purposes, it is 
assumed that LWUA will be able to carryon the institutional 
development work without additional consulting services but will 
only require some assistance in engineering. Therefore, it is 
estimated that only $500,000 will be needed for technical services 
after July 1978. The $10 million FY 76 obligation will fully fund 
the January I, 1976 amendment for $2.5 million and the next 
$. 5 million will come from the FY 77 obligation if needed. Funds 
not needed for consultant services will be used for project construc
tion. At the end of the five year project period, LWUA should be 
fully staffed with trained personnel, including 20-25 design 
engil1l'erS, and be capable of carrying out all abpects of this 
program without foreign technical assistance. 

3. Commodities: Since many of the smaller waterworks 
and certainly all of those in the "high impactl' program will be 
too small to establish and support a fully equipped water quality 
and analysis laboratory. LWUA intends to set up a central 
laboratory which will be used for water quality control testing 
and for training. $50, 000 is being scheduled for this purpose. 
At the end of the project LWUA will have a fully equipped 
laboratory staffed with qualified staff sufficient in capacity to 
handle the needs of LWUA. 
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Trainin~ is " I'llnstant nn-going al'tivitr of LWUA. 
l'I't'I",'nlly Irainilljol, I4t'MMinll/4 l'IHldu\'lt'd by LWll/\ 1'lIlll/.t' (I'om 

ltt'l1linars for water distrid Board nll'mb!:'l'H I,U dasses in 
meter repair, LWUA intends to se;t up a fully equipped 
training facility to train waterworks system operators and 
maintenance personnel. For this purpose, $50, 000 is aho 
programmed to cover the cost of imported audio-visual aids 
and equipment. At the end of the project LWUA will have a 
training facility and staff. One of the long term consultants 
included in the LWUA! JMM contract amendment is a training 
advisor. 

4, Pa rtic.ipant Training: Under the current project, 
AID provided a $100, 000 grant for participant training, This 
was used to send 25 participants to the U. S. for formal and 
observation training for periods ranging from two weeks to 
three months plus one long term participant for training in 
hydrogeology. This was an extremely successful program 
and all the participants are currently employed by LWUA or 
water districts. It is now anticipated that some specialized 
training in the U. S. will be beneficial in certain fields such 
as hydrogeology, hydraulics and pumping systems, and waf I,e_ 
water engineering. $100, 000 is being reserved for this purpose, 

n, Summary Findings: 

Implementation of the "high impact" program will have 
considerable favorable effect on the overall provincial water 
program of the Philippines, This is an opportunity to improve 
a very unhealthy situation which exists in 25-35 communities 
and thus improve the health and economic development of 
1.5 - 2.0 million people in a relatively short time for a 
relatively small amount of money. 

The LWUA/CDM 110 waterworks systems study clearly 
shows that a need exists and it has identified over 8;1 cities as 
ready candidates for the proposed "high impact" program. 
At the time of preparation of this PP there are several indica
tions that confirm the readiness of the project for implementa
tion, For example: (1) Over the past two and one-half years, 
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LWUA has developed into a relatively mature and capable 
organizatior. (See Annex M) with the assistance of JMM, of 
successfully implementing the project. (2) 12 of the 110 
cities studied have already formed water districts and 16 
cities are in the process of doing so. (3) JMM and LWUA 
have negotiated a contract amendment (approved by AID, 
subject to availability of funJs) to provide the consulting 
services necessary to implement the project. (4) As des
cribed in Section C. 1, CDM has completed their study of 110 
systems and recommended improvements for over 80 cities. 
(5) LWUA contracted for the services of a U. S. economist 
to develop a methodrlogy to test the financial and economic 
feasibility of the cities under the "high impact" prog.l·am. 
Prior to approving the eligibility fo::.- construction financing 
by both AID and LWUA, the economic criteria set forth in 
Part 3. F must be satis::ied. The results of testing the 
methodology on I'leveral of the potential project cities, indicate 
a very favorable financial and economic return on investment. 
(See section Part 3 - B for Technical Analysis and Annex R for 
the AlE's detailed summary of the 110 cities project). 

AID's statutory requirements will be fully satisfied. 
CDM. the U. S. engineering firm conducting the initial study on 
the 110 systems, has identified those cities (81) which are 
potl'ntial proj ects and thE' particular defect that must be 
correded to bring the system up to an acceptable standard. 
The study further refines the potential by identifying 16 of the 
81 that require some further engineering analysis before the 
particular defect can be corrected. CDM is also the firm 
conducting the comprehensive feasibility studies fur ten 
relatively large cities for LWUA. They, therefore, recently 
have updated cost data and as a result, USAID is confident 
that the engineering analysis and the cost estimates meet FAA 
Section 611 requirements. Subsequent engineering prior to 
construction will be done by LWUA unde.':" the guidance of JMM. 
USAID has complete confidence in JMM, who have demonstrated 
their capabilities during the past three years of the program 
beginning with the 1973 comprehensive feasibility studies on 
which AID Loan 492- U-033 was based. 
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The financial/ economic analysis methodology and. 
testing which will be used for each subproject is given in this 
PP (See Annex T). A loan Condition Precedent will require 
that the financial/ economic analysis be performed for each 
subproject prior to a request for loan financing. 

An environmental assessment was made by CDM (See 
Section Part-3-C and Annex C for detailed discussion). 

This PP contains the Mission Director's 611 (e) 
Certification (See Annex G) that the Philippines has the capa
bility to effectively maintain and utilize the project. 

E. Project Is dues: 

The following issues (questions) were raised during the 
preparation and presentation of the FY 1976 and FY 1977 PRP 
to AID/W (See Annex A) and arc resolved as follows: 

1. How does improved potable water system relate/ 
coordinate with other GOP efforts in public health sector? 
The GOP ha s a Four- Year Health Plan which, among other 
items, addresses itself to the following priorities: 

(a) Control of Communicable Disea ses 
(b) Improvement of Environmental Health Factors 
(c) Extension of Rural Health Services 
(d) Program 5 in Development of Medical Services 

All of these priorities are related to waterborne or water 
related diseases and is complimentary to the efforts of the 
provincial urban water program. See Annex K for a more 
complete discussion of this issue and a summary of some of 
the GOP and other donor activities. 

2. How will the "high impact" program benefit the poor 
and how will the poor unable to pay for connection be served? 
Almost by definition, the small towns chosen for this project 
a re at the lower economic level. In relation to each other some 



are poorer than others, but all are poor. Partially to obtain 
an answer to this question, CDM contracted with the Institute 
of Philippine Culture (IPC) to make a socio-economic profile 
of six sample cities as a supplement to the CDM's 110 system 
study. Copies of the IPC study are available from ASIA/PD 
for anyone wishing to review their findings. (Also, see 
Section, Part 4-C for details on the evaluation program, 'and 
Section, Part 3-E.) 

The project target zreas are the small provincial-urban 
communities with AID participation justified upon the assump
tion that improved waterworks will improve the quality of life 
through health and an increase in usable income. 

It is LWUA's policy that water be made available to 
all within the service area but it is also LWUA's policy that 
all water be paid for. The projects will be beneficial to the 
poor in two ways through a socialized rate structure and by 
the use of public faucets. (See LWUA's published policy, 
Annex L). LWUA's rate structure recommends a lower rate 
for the use s of the smallest meter (3/8"). For those unable 
to afford a connection, there will be strategically located 
public faucets. The public faucets will be metered and the 
water paid for in bulk by the local government or some other 
group arrangement. One assumption is that the local govern
ments will consider it their responsibility to provide the 
people with essential needs. If the local government does not 
accept the responsibility, then the public faucet will be under 
the control of the barangay (community) leaders who will be 
responsible for collecting a charge from the users. LWUA 
queried six water districts as to how they were handling the 
payment for water from public faucets Four responded 
that the local government is paying for the water and two 
responded that the barangay leaders are responsible for the 
faucet and they are collecting a charge from the users. So 
it appears both methods are being used satisfactorily and we 
can see no reason to change the procedure. 

3. What is the role of other donors and the rationale 
for continued AID assistance? It was with AID's encourage
ment and assistance that the program was initiated in 1970. 
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Only after it was demonstrated that the institutions were inplace did other donors offer assistance. LWUA obtained aDanish loan for the improvement of two systems in 1974 andrecently received an Asian Development Bank loan for theimprovement of five systems in the amount of $16. 8 million.The ADB loan is financing five systems for which AID financedthe comprehensive feasibility studies. The World Bank hasrecently shown interest in the project and is expected tofinance the improvement of the next five systems, also studiedunder AID feasibility loan financing. To date the utilizationof AID feasibility loan funds has been money well spent asindicated in this case where international donors have been
found without any difficulty to 
carry on financing of the largesystems. No other donors, however, have shown any interestin financing the smaller poorer communities to be addressedby this loan. For this reason the GOP specifically is requesting AID assistance on the "high impact" program. (See GOPLoan Application, Annex H). With successful implementationof the "high impact" program it is expected that other donorswill become interested and offer future assistance. 

4. What is LWUA's institutional capability to undertake expanded program? LWUA is 
 fully capable of undertakingthis "high impact" program but, they believe that technicalassistance will be needed for several more years. This issueis discussed in more detail in paragraph 8 below, Annex M and
Annex U. 

5. How will water districts obtain spares for maintenance? The problem of spare parts is recognized by LWUAand previously by the Consultant preparing the feasibilitystudies. The bid documents prepared by LWUA and JMM forthe five systems under Loan 492-U-033 require that thecontractor furnish spares for those items designated ascritical (pumps, motors, clorinators and instruments) orwhich normally require high maintenance. The systems alsoare designed with standby equipment. In addition, LWUA iscurrently developing a procurement section under its TechnicalDepartment which will be capable of undertaking emergency 

4 
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procurement. Under the ADB projects LWUA is required to
do the offshore purchasing, rather than requiring the contractor 
to do it as is the case under the AID projects. Finally, all
LWUA's bids also require that suppliers have a local represen
tative and maintain local stock (pumps, motors, clorinators
 
and instruments.)
 

6. What is the environmental impact of the project

and how will the project encourage women to participate in

the development process? An environmental assessment is

given in Part 3.C and a 
detailed Environmental Impact State
ment (EIS) is provided as 
Annex C. The EIS analyzes the
probable environmental effects of the project on such things
 
as, soil erosion, noise, aesthetics, increase in wastewater,
 
as well as to look  - benefits and alternative solutions. 

The Role of Women is discussed in great detail in
Annex N, which has been taken out of the PP but is available
in ASIA/PD . In this Annex, the role of women is reviewed inits broadest terms  that is, vis-a-vis the society as a whole.

It cannot be stated that women have a role equal to that of
 men, but LWUA and the individual water districts realize

that more involvement of women is to their advantage. 
For
instance, it is a requirement that at least one board member

of a water district be a woman. 
Also, LWUA is training and
employing a large number of women in their operations. As
of March 1976, 26% of the LWUA staff were women and this
percentage is expected to increase in the future with women

assuming more management level positions.
 

7. How can accuracy in cost estimates be achieved
and how will FAR procedures be implemented? Despite the

high level of inflation in recent 
years, LWUA, working with
their consultants JMM and CDM, have been able to be very
accurate on cost estimates. For exampe, on the current
five pilot projects under Loan 033, bids for three of the five
have been evaluated and in all three cases, the successful 
bidder was quite close to the engineer's estimates. USAID
is confident that CDM's cost estimates on the "high irnpact"
program will be reasonably accurate and will prorerly 



consider inflation. The FAR procedures that will be followed 
on the "high impact" program are identical to those developed 
for the five pilot projects under Loan 033. The details and 
procedures are stated in Implementation Letter No. 5 to AID 
Loan 492-U-033 (available in ASIA/PD ). The procedures 
make allowances for the possibility of higher price increases 
by evaluating cost and agreeing to a fixed amount to be reim
bursed only after bids have been evaluated. 

8. Regarding the new element, the "high impact" 
program: Will municipalities to be included in "high impact" 
program have autonomous water districts? How will the 
"thigh impact" program affect the development of complete 
systems? What will be the program's effect on LWUA and 
consultant staffing? How will it accelerate benefits to the 
poor majority? 

All systems under the "high impact ' program must be 
independent water districts. Presidential Decree 198 requires 
that water districts be formed and certified as a prerequisite 
to receiving financial assistance from LWUA. As mentioned 
above, LWUA is currently discussing water district formation 
with potential "high impact" project areas and as of this date, 
12 have already formed water districts and 16 are in the 
process. This already is more than can be improved within 
the first two years of the project. 

The "high impact" program will bring about complete 
systen development. In addition to the Phase I physical 
system improvements, the water district will receive technical 
and managerial assistance from LWUA and JMM. For example, 
the water districts will be required to install the LWUA com
mercial practices. The commercial practices include policies 
and procedures for staffing, billing, accounting, personnel, 
etc. and were developed by a Philippine management consulting 
firm under a subcontract to JMM under the current loan 
project 033. These practices have already been installed in 
the five pilot projects and are proving very successful in 
cutting costs, raising revenues and putting the systems on a 



more businesslike hasis. All five systems have raised collec
tions by a very high percent. Three of the five have already 
accumulated sufficient surplus to make their scheduled re
payments to LWUA. By putting the small systems on a 
businesslike basis they should be able to self-finance some 
of the subsequent improvements. 

The "high impact" program clearly will require 
additional staff for both LWUA and JMM. This is already 
being accommodated. LWUA is currently staffing up and as 
mentioned previously, LWUA/JMM amended their contract 
January 1, 1976 to increase the total man/months of consul
ting services from 325. 75 to 669. 75. They have more than 
doubled tne current contract to accommodate the additional 
program. The additional man/months are primarily for 
management advisors (to the many new water districts) 
design engineers, training and financial advisors. JMM is 
prepared to increase its staff to coincide with implementation 
of this proposed loan. 

The "high impact" project will accelerate the benefits 
to the poor majority. As stated in other parts of this PP, 
these relatively small communities are less developed than 
the 15 larger cities currently being assisted or proposed for 
assistance from Loan 033, ADB and IBRD. Without the "high 
impact" program the smaller communities would have to wait 
until the large cities are assisted before funds could be 
channeled to them. This program immediately targets on 
the poor. See Section, Part 3. E. 

9. What is the evaluation of institutional development 
on the local level? During the initial three years of LWUA 
operations, 30 water districts have been formed. Some of 
these districts have made considerable progress while others 
have virtually stood still. A discussion of the water districts 
institutional capability to handle financial management, 
personnel management and physical resource management, 
is summarized in Annex U. 
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10. What is the status of the evaluation of health
 
and economic development impact for the project under
 
AID Loan 492-U-033?
 

A condition precedent to Loan 033 required an evalua
tion plan to assess the health and economic development 
impact of the project. AID/W agreed to assist LWUA develop 
an acceptable evaluation plan. AID/W sent a team to Manila 
in October 1974 to investigate the problem and develop a 
scope of work. Seven months later in April 1975 the team 
submitted a report which, while not developing a scope of 
work, did provide a starting point in plan development. In 
April 1975 AID/Washington executed a PASA agreement with 
the U. S. Bureau of Census to furnish a Survey Statistician 
to further assist LWUA and USAID. The Survey Statistician 
arrived in Manila in September 1975, and has made several 
subsequent trips since. During these TDY trips the statisti
cians worked with LWUA which contracted with the Institute 
of Philippine Culture, Ateneo de Manila University (IPC). 
The LWUA/IPC contract was signed late January, 1976 with 
completion of Phase I in early May, 1976. The contract is 
funded by an AID grant of $25, 000. A copy of the IPC Scope 
of Work is attached as Annex M. The study will be conducted 
in four phases. 

LWUA/IPC Contract Schedule 

Phase I Preparation of the Research Design - 4 months 

Phase II Baseline Survey - 8 months 

Phase III Interim Monitoring late 1977 

Phase IV Follow-up Evaluation late 1979 

IPC is a highly qualified and motivated organization which has 
considerable experience in the research field of social science. 
USAID and LWUA are confident of obtaining a useful research 
document. The PASA agreement with the Bureau of Census 
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provides for periodic return visits of the Survey Statistician 
to Manila to review the work and progress of IPC. The 
findings and conclusions of the IPC evaluation study will 
equally apply to the systems improved under the "high impact" 
program. 

1 1. Who are the beneficiaries in the first five cities, 
Loan 492-U-033? A detailed socio-economic profile has been 
completed for all five cities and is available with ASIA/ PD 
Annex P gives the findings on one of these cities, as an 
example, with discussions on the city economy, income 
distribution, education, health, government, religion, 
recreation and ends with a statement of the compatibility of 
the project with the sociocultural environment. 

1Z. Social Analysis of "high impact" service area? 
The most detailed social analysis of the "high impact" target 
area available at this time is the IPC "Socioeconomic Profile 
of Six Selected Towns" prepared for CDM referred to in 
other parts of this PP. See Part i.E. paragraph 2 above, 
Part 3. E and Annex Q. A brief quote from page xiii of the 
IPC study Executive Summary reads as follows ..... " ...... 
the income reported for even the most affluent of the six 
towns is in absolute terms, low indeed. This is especially 
true if one considers the equivalent dollar values involved, 
an assessment which would rate all the six towns as poor." 

13. What procurement procedure will be followed 
under the "high impact" program? To the extent possible 
LWUA will follow the procedures currently being used in 
the five cities (Loan 033) wherein the construction contractor's 
bid includes the material and equipment needed for the project. 
The contractor makes all arrangements for purchase and 
delivery to site (except that AID establishes the Letter of 
Commitment and LWUA establishes the Letter of Credit). If 
this procedure is found to be not practical in some cases 
because the project and the local contractor are relatively 
small or inexperienced, then LWUA's newly established 
procurement section will make the purchase and furnish the 
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materials and equipment to the contractor. See paragraph 5 
above and Implementation Plan - Part 4. B for more details. 

14. Is there additive funding needed for feasibility 
studies? USAID expects the GOP/LWUA will request some 
additional funding for feasibility studies from AID Loan 
492-T-040, Consulting Services III. It is not their intention 
to utilize funds from this proposed loan for that purpose. 
The GOP either has financing or prospects for financing most 
for all the cities covered by previous feasibility studies and 
they believe that they can obtain financing for all projects 
for which feasibility studies are available. They expect 
follow-on loans for comprehensive impruvement/construction 
of waterworks systems from ADB as well as IBRD. As stated 
elsewhere, no other donors have expressed interest in finan
cing feasibility studies although they have expressed interest 
in financing capital improvements. Finally, the financial 
requirements of the "high impact" program even at this initial 
stage far exceed this proposed $20 million loan; and therefore, 
the GOP/LWUA does not wish to use any of the limited proceeds 
from the proposed loan for feasibility studies. USAID supports 
the GOP/LWUA position. 

15. Impact on human rights? This project will have 
a positive impact on the human rights of the persons affected 
by the project. The Board of Directors of the local water 
districts is composed of five representative citizens of the 
area; one representative of civic oriented service clubs, 
one member a representative of professional associations, 
one member a representative of business, commercial or 
financial institutions, one member a representative of educa
tional institutions and one member a representative of women's 
organization. With this representation on the Board, the 
communities needs, aspirations and rights are fully considered. 
This is a representation and development of human rights that 
did not previously exist. Finally, an improved water supply 
will lead to increased personal and community cleanliness, 
a perceived improvement in quality of life and increased 
individual dignity and well being. 

No additional issues were raised. 
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PART 2 - PROJECT BACKGROUND AND DETAILED
 
DESCRIPTION
 

A. BACKGROUND 

As stated in the Philippine Mission DAP ".... the 
most critical areas of Philippine development requiring 
external assistance .... are the same areas which are the 
focus of current U. S. legislative authority for A. I. D. 
population and health, food and nutrition and rural develop
ment." This project emerges out of a recognized national 
public health problem. The inadequate water systems in 
the urban provincial areas have contributed to a public 
health hazard resulting in a high prevalence of water related 
diseases in the Philippines. To quote from the project PRP 
"The Philippines has one of the highest morbidity and death 
rates for water related diseases in all of Asia for which there 
are statistics. Gastroenteritis is the fourth leading cause of 
death in the Philippines excluding accidents and infant 
mortality. This extremely high incidence of intestinal 
disease is a major concern of the Government of the Philippines 
(GOP), and we believe that the poor quality and quantity of 
water in provincial urban areas is probably the major contri
buting factor. The GOP, therefore, has stated that a local 
water development program aimed' at improving the health 
and welfare of the people in the provincial urban areas by 
providing safe potable water is one of their highest priorities." 

"While the precise impact of improved water supply 
on health and nutrition is still unknown, it is known that the 
ready availability of potable water results in improved health 
for the beneficiaries. Recorded statistics show that the 
incident of water related disease is greater in the Philippines 
than in most other Asian countries. United Nations Health 
statistics indicate that in 1970 the mortality rate for water 
related disease in the Philippines was 38. 6 per 100, 000 
population as compared to 0. 8 for Hong Kong, 8. 0 for 
Singapore and 19.3 for Thailand." 
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In an attempt to develop a via ble solution to this 
prod l tl the (oO1' in May 1469 rt'cpl, s ,ledUlSAID finnci al 
.Issislance to undertake feasibility studies on waterworks 

in provincial areas. A prefeasibility study was made by a 
team from the U.S. Department of Health, Education and 
Welfare under A.I. D. auspices. The conclusions of this 
study, completed in September, 1970, were considered in 
the scope of work for the feasibility studies contracted for 
in May, 1971 by the GOP (financed under A. I. D. Loan 
492-H-023). These studies were performed by a U.S. 
engineering firm and completed in June 1973. 

The studies had two aspects. First were recommen
dations on the organizational and institutional aspects of 
water supply at both the national and local level, and outlining 
the needs for technical, managerial, financial, and regulatory 
assistance to communities wishing to improve and expand 
their water utility systems. The second aspect was under
taking individual technical and economic feasibility studies 
on six provincial water supply systems. 

Following the recommendation of the studies, the 
GOP chartered the Local Water Utilities Administration (LWUA) 
as the national institution and local water districts on the 
provincial level by Presidential Decree 198, issued May 23, 
1973. The Decree specifically states the GOP policy to 
develop on a high priority basis, economically viable and sound 
water supply and wastewater disposal systems for the population 
centers of the Philippines. This policy would be implemented 
by the formation and operation of independent, locally controlled 
water districts under the national LWUA. The LWUA would act 
as a channel for providing financial assistance, enforcing 
uniform standards, training of personnel and the adoption of 
sound operating and accounting practices. Once formed, the 
local water districts are subject to the provision of the Decree 
and do not come under the jurisdiction of any local authority or 
other political subdivision. Presidential Decree 198 was 
amended by Decree No. 768 in August, 1975, by which LWUA 
became a GOP corporation and the GOP's contribution to the 
capitalization of LWUA was increased from Pesos 200, 000, 000 
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to a minimum of Pesos 500, 000, 000 to be provided over 
a ten-year period. 

LWUA started operations in September 1973. Now, 
after only two and one-half years in operation, it has developed 
into a very effective organization, which has already made a 
tremendous impact on the country through the development 
of independent water districts. As of January 31, 1976 LWUA 
had a staff of 152 employees, of which 108 are professionals 
holding college degrees. LWUA is organized into four depart
ments (See Organization Chart, Annex P) and is working 
effectively. Evidence of the effectiveness of LWUA is the 
fact that 30 water districts have been formed and 30 more are 
in the process of forming districts. Another indication of the 
maturity of LWUA is the numerous activities that it is currently 
handling. Seven waterworks systems are in various stages of 
design and construction (five financed by AID Loan 492-U-033). 
Comprehensive Feasibility Studies are being made on ten 
additional provincial cities (financed by AID Loan 492-U-030), 
a "high impact" program covering I10 relatively small water
works systems is being studied to determine what can be done 
quickly to bring these systems up to an acceptable standard, 
and design and construction of five of the ten cities under the 
comprehensive feasibility studies are underway with $16. 8 
million financing from the Asian Development Bank. In 
addition, LWUA recognizes the fact that the key to successful 
operations in the future is the training of personnel. Extensive 
training opportunities have been provided ranging from seminars 
for members of the district Boards to courses in meter repair. 
Training courses are constantly being augmented and will 
remain a permanent feature of LWUA's activit-es. 

After its first year of operation, LWUA realized that 
there was more interest in small provincial cities forming 
water districts than was initially anticipated. It was also 
evident to LWUA that the time frame for first indication of 
interest by a community through preparation of a feasibility 
study, comprehensive design and construction was just too long 
to maintain interest in the overall program without LWUA 
providing some immediate or near term technical and financial 
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assistance. Therefore, out of a need to maintain credibility
and to carry out its responsibilities under the Presidential 
Decree, LWUA developed the"high impact"program. This 
program as described in other sections of the PP is unique, 
not only in that it corrects the obvious defects of - waterworks, 
but literally forces the waterworks to become self-su,'-orting. 
To receive assistance from LWUA, the community must form 
into and be accepted by LWUA as a duly constituted water 
district. Also the water district must install the LWUA 
recommended commercial practices, which if followed, 
should put the system on a profitable basis and therefore 
enable themselves to self finance subsequent improvements. 

B. DETAILED DESCRIPTION 

1. Logical Framework (See Logical Framework 
Matrix, Annex D, for overview). 

a. Project Goal 

"The consequences of unsafe water are 
serious. Each year an estimated 500 million people are 
affected by incapacitating waterborne or water-associated 
illness throughout the world, and as many as ten million 
people - about half of them infants - die" . * AID financed 
prefeasibility and comprehensive feasibility studies overon 
125 provincial urban communities indicate that, almost 
without exception, comlmunity waterworks systems in the 
Philippines are inadequate and unsafe. By improving a 
relatively large number of community waterworks systems,
which is the purpose of this project, a significant contribu
tion will be made towards improving the public health in 
the provincial areas, which is the program goal of this 
project. Obviously the project will make a favorable impact 
upon public health. But, ju3t as obvious improving the water 

'McJunkin, Frederick E. "Community Water Supplies in 
Developing Countries", p. 2, University of North Carolina, 
Chapel Hill, North Carolina, 1969. 
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system alone and providLng safe water to more people is not 

the, total solution to the public health problem. Certainly, 
education, nutrition and other factors have a bearii.g. An 
stated in other parts of this PP the GOP and AID are attempt
ing to learn just wha contribution improved water supply will 

make through a ve:-y detailed evaluation study. (See Part 1. 
E. 10 above and Annex 0). 

While it has been universally recognized that an 
improved water system w1i. -1vea favorable impact on public 

health, it has been equally evident that the improved water 
system is an essential part of community economic develop
ment. In addition to the potential increase in productivity as 

a result of less illness and longer life, the improved water 
system facilitates commercial and industrial development. 
Without the expanded water system, new commercial and 
industrial establishments would be forced to develop their 

own individual water supplies. Thus future economic develop
ment of a community would be enhanced vy the construction 
of a water system that can meet the watcer requirements of 

the industry both with regard to qua]ity and quantity. 

b. Project Purpose 

The project purpose includes three distinct, 

inter-related components 'hat collectively contribute towards 
achievement of the project goal: (1)Increase the use of safe, 

reliable and economic supply of water in the targeted areas 
with particular reference to the lower income group. (2) Ins

titutional development of LWUA and local water districts, 
(3) Contribute to the economic development in targeted areas. 

Of the 110 cities studied under the "high impact" program, an 
average of 25% of the population in each community were being 

served by the existing waterworks systems. The improvements 
being recommended are designed to make the water available 

to the total population in the service area by 1983. This brings 

the benefits to ihe total population in a very short period of 

time. This is possible on these relatively small projects under 

the "high impact" program because the total quantities of water 

for each system are not large. Under the current five relatively 
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large pilot projects (Loan 033) this will not be possible until 
well after the year 2000. (See Part 1. E. 2 above regarding bow 
this project will reach the lower income group.) At the end 
of this project, by 1981, these systems will be servicing about 
1. 5 million people with safe water in the target areas and while 
the exact effect of the project on public health is not known, an 
estimated drop of 20% in the incident of waterborne diseases is 
anticipated. 

The institutional carjabilities of LWUA and the water 
districts is the key to continued development and progress of 
the total program. For this reason, AID is encouraging the 
use of and financing a rather large component of U. S. consul
tancy services to LWUA for the life of the project. The 
tendency in most developing countries is to release the 
consulting assistance too soon; however, even now LWUA 
recognizes the value of consultative services. Prior to the 
expiration of the LWUA/JMM current contract, July 1978, 
AID and LWUA will carefully assess the needs of the consultant 
through the remaining life of the project, July 1978. Right now 
the local institutions depend heavily on LWUA for their indivi
dual development with LWUA providing policy and technical 
assistance. At the end of this project LWUA should be able to 
carry on all of its functions and continue expansion of the 
program without assistance of U.S. consultants. 

Further, the improved and expanded water systems 
are expected to provide one of the essential elements for 
commercial and industrial development. A current common 
characteristic of the communities studied under the "high 
impact" program is the lack of industrial establishments. 
One of the purposes of this project is to facilitate in a relative
ly short time the type of industries that require a large qtiantity 
of good quality water, such as food processing, ice plants, and 
bottling companies. It is expected that these development 
opportunities will occur in some communities prior to the end 
of the project. 
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c. Project Outputs 

The project outputs are (1) The improvement/ 
construction of waterworks systems, (2) Trained LWUA 
personnel, (3) Water Analysis laboratory and (4) Waterworks 
training laboratory. As stated throughout this PP, the project 
will result in the improvement/construction of 25-35 relatively 
small waterworks systems. We already know from the CDM 
"110 city study" that the total needs from which the 25-35 will 
be drawn, far exceeds the current capabilities of LWUA to 
implement and also requires funding far in excess of what is 
currently available. However, the last three outputs stated 
above are the guarantee that with additional funding, the 
program will continue to expand to other communities. The 
LWUA/JMM contract recently amended indicates the import
ance placed upon training of LWUA personnel by JMM and the 
last two stated outputs are essentially training aids. These 
training aids are essential to the program's success because 
they have a direct bearing on the effectiveness of LWUA's 
personnel. 

d. Project Inputs 

AID's input is a $20 million loan to be obligated 
one-half in FY 1976 and one-half in FY 1977. Approximately 
$3 million will be used to finance U. S. consultants services. 
If the total amount of $3 million is not required for this purpose, 
the remaining portion will be used for the improvement/construc
tion of additional waterworks systems. $100, 000 will be used 
for commodities in the water analysis and waterworks training 
laboratories and $100, 000 for specialized participant training. 
The balance of the $20 million, i. e. $16. 8 million,will be used 
to finance the foreign exchange requirements of the subprojects 
and partially reimburse the GOP for local currency costs of 
the subprojects. Local currency reimbursements will be made 
through a Special Letter of Credit. AID's combined FX and 
L. C. reimbursement will not exceed 50% of total project costs. 

The GOP will contribute a minimum of 50% of total 
project cost. 
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PART 3 - PROJECT ANALYSIS 

A. Subproject Selection Criteria and Classification 

As briefly stated in Part 1 of this PP, CDM with the 
assistance of LWUA personnel have for the past nine months 
surveyed 110 relatively small provincial communities 
(average population of 33, 000). The survey included, among 
other things: (a) an assessment of the communities need for 
water, (b) an assessment of the existing water system, and 
(c) 4 comparison of (a) and (b) and a proposal to make up the 
deficiency. In addition to the technical study by CDM, LWUA 
through its consultant contracted with the Institute of Philippine 
Culture to research a socio-economic profile of the communi
ties under the program. IPC researched six representative 
areas. Their report is on file with ASIA/CCD. The analysis 
of one town, Tabaco, is included as an example of a socio
economic profile, as Annex Q. In addition to the socio
economic research study, LWUA also contracted with Andrew 
Trice, PhD, Economic Consultant to develop and test a methodo
logy for the financial/economic analysis of waterworks systems 
under the 110 system study, (see Annex T). The CDM report 
is the basis for this PP. It includes a summary volume plus 
eight volumes detailing the analysis of the 110 waterworks 
system. (This too is available in ASIA/CCD. ) Excerpts are 
included in this PP as Annex B. 

Of the 110 systems studied, 81 were identified as 
potential projects. The potential projects were further 
classified as complete or partial. Sixty-five and sixteen 
respectively. If a complete project was too costly under the 
criteria used (see below), it was re-examined to determine if 
it could be cut back and still fulfill the purpose of bringing 
the system up to an acceptable standard. If so, it was included 
but classified as partial. 

The study further identified 48 of the 110 requiring 
additional technical study. Most of the additional study needs 
relate to groundwater investigation. Twenty of the 48 were 
among the 61 projects classified as complete and five among 
the projects classified as partial while 23 are among the projects 
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classified as not potential projects. 

CDM and LWUA early in the study decided that only 
projects whose construction capital cost equalled about Pesos 
200 per capita 1983 population would be acceptable. If all 
costs (design, interest during construction, land, administra
tor, etc.) are considered, the cost per capita would increase 
to Pesos 280/300. This decision of limiting capital costs per 
capit was based upon the fact that the communities are 
relatively poor, that LWUA would charge the districts 9% 
interest for their loan and it is generally accepted in the water 
development field that people can pay 6%-8% of their income 
for water - all of which calculates out to roughly P200 per 
capita capital cost. These assumptions seem reasonable. 
(For a further analysis of the cost per capita, see the CDM 
Final Report-Planning Surveys of 110 Water System on file 
in ASIA/CCD.) 

B. TECHNICAL ANALYSIS 

The U. S. engineering firm, CDM, that conducted 
these studies is a highly experienced firm in the field of water
works and wastewater treatment. As stated previously, CDM 
also is conducting ten comprehensive feasibility studies. As 
a result they have considerable experience in the Philippines 
and have an appreciation of the Philippine needs and capabili
ties. This appreciation was borne out in the firm's constant 
concern while conducting the five studies (five of the ten) of 
tailoring their recommendations to the community needs in 
relation to their ability to pay. This concern was carried 
through to the 110 systems study as indicated by the selection 
criteria adopted as described earlier. 

By the same token, as a result of their experience 
in the Philippines, the cost figures and escalation factors are 
based upon sound judgment and experience. 

A summary of the study findings, conclusions and 
recommendations taken from the CDM final report is included 
as Annex B of this PP. A detailed description of the types of 



- 25 

deficiencies found in the waterworks studied is also included 
in this PP as Annex S. 

In addition to the engineering study already made on 

the I10 systems, LWUA will conduct additional studies for 

each system, as stated below in the implementation plan, 

before being submitted to AID for financing approval including 

a financial and economic feasibility analysis. In summary, 

the report submitted to AID, along with the request for finan

cing, will include the LWUA/JMM technical finding, recommen

dations, financial and economic feasibility analysis, evidence 

that the system is under an independent water district as 

defined by LWUA and certified by the U.S. consultant, JMM. 

In conclusion, USAID is satisfied that this project is 

technically sound and meets the requirements of FAA Section 

611 (a) and (b). 

C. ENVIRONMENTAL ASSESSMENT 

An environmental impact statement of improving/ 

constructing a waterworks system is included as Annex C of 

this PP. The negative impact on the environment of these 

individual systems will be something less than that Etated in 

the impact statement because in no case is the total system 

being improved but only those defects corrected to bring the 

system up to an acceptable standard. On the other hand the 

positive impact will be realized because the project will 

provide acceptable potable water and thus favorably affect the 

public health and community economic development. 

During preparation of the Local Water De-elopment I 

project, the subject of sewage disposal was discussed with 

the GOP. Sewerage in the Philippines' development plans 

has not been given the priority it enjoys in more developed 

countries where per capita consumptive use of water is 

considerably higher than currently being projected for this 

prject. Only minimal dependence is placed on waterborne 

sewage disposal at the present time in the Philippines. In 
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order of priorities, the Philippines considers basic water 
supply and distribution to be far more important than sewage 
disposal and at this point in time the GOP is simply unwilling 
to consider investing an equal amount, and possibly more, of 
capital funds in sewerage disposal. Cost of sewerage is 
prohibitive and definitely not within current GOP priority 
development considerations. 

Sewage disposal may become a problem and may 
precipitate adverse environmental conditions in the future but 
the establishment of the LWUA and local water districts will 
create the institutions necessary to effectively address and 
deal with the sewage disposal problems when appropriate. On 
balance, the benefits of an expanded, improved, safe, reliable 
and economical water system would seem, at this time, to 
clearly outweigh the negative aspects of the absence of a high 
cost sophisticated sewage disposal system. 

D. FINANCIAL PLAN/BUDGET TABLES 

1. Construction Costs 

Complete Projects (average costs = P4, 210, 000) x 65 = IZ73, 635,000 

Partial Projects - (average costs = 4, 956, 000) x 16 = P 79,304,000 

Weighted Average Costs of one system = P 4,357,000 

The cost figures stated above are construction cost 
and do not include cost of land, administration, legal expenses, 
engineering design and supervision, interest during construc
tion nor contingencies. The consultant estimates that the 
construction costs should be increased by fifty percent to 
take into account those factors. Thus based upon 
engineering studies, the cost stated below are increased by 
50% (multiplied by 1. 5) and converted to dollars. 

2. Total Average Project Cost for One System 

Stated in U.S. dollars at 1976 Prices = 4,357,000 x 1.5= $870, 000 
7.5 

*Rate of exchange used is P'7. 5 = $1. 00 
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3. 	 Escalation Factors 

Construction cost curves were developed by the 
Consultant for in-place costs of pipelines, wells, water 
treatment plant, pump stations and storage reservoirs. 
Escalation factors used in the capital cost of recommended 
improvements are tabulated as follows: 

Year Escalation Factor 

1976 	 1.00 
77 	 1. 12 
78 1.25 
79 1.40 
80 1.57 
81 1.73 
8Z 1.90 

4. 	 Escalated Costs Per System Per Year in U. S. 
Dollars 

Escalation Loan Cost 
Year 1976 Costs x Factor = Total Costs 1/2* 

0 $870,000 

1 870,000 x 1.12 = 975,000 483,000 

2 870,000 x 1.25 = 1,088,000 544,000 

3 870,000 x 1.40 = 1,220,000 610,000 

4 870,000 x 1.57 = 1,366,000 683,000 

5 870,000 x 1.73 = 1,500,000 750,000 

"The loan will finance 50 percent of the project cost. This 
50% is made up of the foreign exchange requirement of the 
project plus reimbursement, to the GOP by a Special 
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Lettor of Credit in a U. S. Bank, for a portion of the project 
local currency costs. The project study shows the average 
foreign exchange requirement of the construction costs to 
be $150, 000 at 1976 prices. In terms of the same increases 
and escalation applied in paragraph 2 and 3 above,. the foreign 
exchange requirement (excluding reimbursement) chargeable 
to the loan for each year would amount to: (1) $252, 000 
(2) $281,250 (3) $315, 000 (4) $353, 250 (5) $389, 250 
($150, 000 x 1.5 x 1. 12, etc. 

5. Utilization of Loan 

Loan Amount = $20, 000, 000 

Consulting Services = 3,000,000 

Commodities (lab equipment 
& training aids) = 100,000 

Participants = 100,000 

Balance available $16, 800, 000 for system 
improvement 

6. Disbursement Schedule ($000) 

No. of Total 

0 

Year 

1976 

Systems (1) Cost $ From Loan 
($000) 

Accumulation 

2. 700(?) 

1 1977 5 483,000 2.415 5.115 

2 1978 10 544,000 5.440 11.055 
.500(3)
 

3 1979 10 610,000 6.100 17.155 

4 1980 4 683,000 2.730 19.885 

5 1981
 

(1) Listed above is a tentative schedule of systems improve
ments assuming that the systems chosen are representatives 
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of the group in size. If the system improved are actually
simaller than the average, more systems will be improved.
However, if the systems improved are larger than the 
average, less systems will be improved. For planning 
purposes it is assumed that 25 to 35 systems will be 
improved. 

(Z) 	 The disbursement of $2. 5 million that will be put into a 
Letter of Commitment, soon after the loan conditions 
precedent are met, to finance the LWUA/JMM contract 
already executed but not fully funded. In addition the 
Letter of Commitment for commodities and the PIO/P
for participants will also be established within the first 
year. 

(3i 	 $500, 000 for additional technical assistance. 

7. 	 Summary Cost Estimate ($. 000) 

Project Input Project Output 	 Total 

Loan Funded GOP Funded 

16.8(0) 16.8 Improve 25-35 water- 33. 600 
works systems 

3. 0 3.0 Consulting services 6.000 

1 	 . 175 Laboratory and training 
facility .275 

I 	 35(Z) Participant Training . 135 

Total Project Costs 	 40. 000 

(1) 	 Of the $16.8 million provided from the loan, $8.7 million 
;Il be used to finance foreign exchange requirements and 

$8. 1 million will be used to reimburse the GOP for partial
local currency cost to bring AID's participation up to 50% 
of the total subproject costs. 

(2) International Travel 
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E. SOCIAL ANALYSIS
 

Much attention has been focused on whether a givenproject will have significant impact on poor people. It is
evident from a study done by the Institute of Philippine
Culture (IPC) that the small cities involved in this project
have substantial proportions of their populations in the lower
socio-economic categories. Comparing a geographical
selection of the proposed project cities to three of the largest
and more developed cities in the Philippines, it is evident
there is a large socio-economic gap between these two groups 
as shown by the four indicators used. 

Percent of Dwelling Units with the Described 
Characteristic 

Six Project Cities (Geographical Selection) Three Major Cities 

Indicator Calba-
yog 

Calam-
ba 

Gua- Paga-
gua dian 

Taba-
co 

Vigan Baguio Manila Quezon 
City 

Adults with at 
least Grade 
Six educational 
attainment 24 45 56 28 34 44 76 80 85 

Dwelling units 
with piped
water 23 36 24 37 57 32 85 98 95 

Dwelling units 
with electricity 6 50 61 18 17 31 78 95 91 

Dwelling units 
constructed of 
strong materials 15 84 72 28 18 55 97 95 96 

Source: 1970 Census of Population and Housing, Manila 
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Educational attainment is significantly lower in all
project cities than in the major cities. 
 This is also true
of availability of in-house water and electricity as well as

for the existence of housing made of strong materials. The
project cities are much more disadvantaged than the compari
son cities on all indicators.
 

No household income data are presently available for
cities in the Philippines. For this reason, 
 using data derived

from the IPC study, a measure of the relative status of the

people in the project cities with other cities in their 
sameadministrative class was made in terms of per capita city
revenue. These base data came from the GOP Department
of Finance! and are based upon the revenues collected by
cities. The minimum revenue figures of each administrative
class were used, as described in the IPC document, to derive
the ratios presented here. These ratios are weighted bypopulation so they can be directly compared. Five cities ormunicipalities of the same Department of Finance administra
tive class were 
randomly chosen for comparison with the
 
respective project cities.
 

Relation of Project Areas to Their Respective
Administrative Class Areas 

Project Area and Each 
Respective Comparison Area Per CapitalCity Revenue (Pesos 

Mean Median
 

Calamba 
 8.43 8.43
Five Municipalities 8. 05 8.43Guagua 8.62 8.62
 
Five Municipalities 
 10. 78 16.67Vigan 10.00 10.00
Tabaco 5.00 5.00

Five Municipalities 
 5.58 5.26Calbayog 10.64 10.64
Pagadian 17. 54 17.54
Five Cities 19. 31 21.74 

Source: 1970 Department of Finance, Manila 

Note: Since there is oneonly measure for ach project city, the 
mean and median are identical. 



- 32 -

This table shows that generally the project cities have 
less per capita revenue than do the five cities in each of 
their respective administrative classes. In only two cases 
do the means of the project cities exceed those of thecompari
son cities -- Calamba, where the difference is very small 
and Vigan, where the high figure is probably due to the large 
revenue producing, commercial establishments in that city 
(an additional reason, on a cost benefit basis, to improve 
the water supply there). 

The median is the value above and below which one
half of the observations fall. Given the median per capita 
revenues for the project areas, it is seen that only one of 
the project cities (Vigan) exceeds the median value. In 
most cases, the per capita revenue is not only below the 
comparison cities, but exceptionally below. 

These two measures give an indication of the relative 
standings of the project cities and municipalities to similar 
revenue-producing cities and municipalities. It is thus 
evident that the project areas are significantly poorer than 
their counterpart cities and municipalities. 

The cumulative impact from these statistics is that 
this project will effect areas of lower socio-economic status 
in the improvement of water supplies in two ways. Water 
supplies will reach the poorer people who are in great need 
of an adequate water supply, and the installations and 
improvements will take place in cities which have fewer 
resources for providing these needed improvements to their 
inhabitants. 

F. ECONOMIC ANALYSIS 

Introduction 

The procedures outlined in the methodology for economic 
analysis of water projects have been applied to several small 
communities. Three of these studies have been used to illus
trate the end product of the methodology. The cities are 
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Tuguegarao, Cagayan Province, Malaybalay, Bukidnon, and 
Gapan, Nueva Ecija. The Tuguegarao service area wl 
include about 64, 300 persons in '983, Malaybalay about 
20, 000, and Gapan about 33, 900. 

Benefit-cost, net present value and internal rates of 
return have been computed on the basis of full and partial 
inflation. A comparison of the two sets of results may be 
considered, among other possibilities, as the application of 
sensitivity analysis to the full inflation calculations to see 
what would happen if price levels are held constant at the 
close of the final construction stage. (See Annex T for full 
explanatio. of methodology used.) 

Benefit-Cost Calculations 

With full inflation of all factors, the Tuguegarao 
project has a benefit-cost ratio of 2.04 to 1.00 and an internal 
rate of return of 31 percent. With only partial inflation, the 
benefit-cost ratio is 1.46 to 1.00 and the internal rate of 
return is reduced to 26 percent. The benefit-cost ratios and 
internal rates of return, under both approaches, are well 
above break-even. The project appears to be substantially 
justified in economic terms. It should be noted that the 
national interest adjustment, reflecting the general improve
ment in the community which The project is estimated to cause, 
is 15 percent. Lump sum costs per capita, with inflation 
are IP768. 

The Malaybalay project yields a benefit-cost ratio of 

PI. 73 to 1.00 and 1. 19 to 1.00, respectively, for full and 

partial inflation. The internal rates of return are 24 percent 
and 19 percent. This project also exceeds the minimum 
requirement for economic justification under both calculations. 
It is considered to have a lesser national interest effect, 10 

percent, and to be generally somewhat less justified than the 
Tuguegarao project, based upon benefits as calculated to this 
point. Lump sum project costs are IP425 as compared with 
P768 for Tuguegarao. 
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The Gapan project yields benefits equal to 3.61 times
costs with full inflation and 2. 49 times with partial 
 inflation.The internal rates of return are 48 and 36 per cent, respectively.
National interest effects of the Gapan project are rated at 10per cent. Of the three projects presented, the Gapan project,on the basis of benefit-cost analysis alone would be mostjustified. However cost per capita are higher than in Malay
balay at 1558 per capita.
 

Limitations Imposed by the Cost of the Least Costly
Means of Creating Identical Benefits 

Benefits of a project may not, in national interestcalculations, exceed the lesser of the computed benefits or
the lump sum costs of the next cheapest method of securing
the same benefits. Data as 
to the costs of alternative projects
are more limited in 'he reconnaisance studies than 
are datafor proposed projects. Of the three projects, only the Gapanstudy shows the costs of the least costly alternative. Making
allowances for possible differences in benefits created, it is
estimated alternative 
costs would be approximately 50 per
cent above the computed project 
cost. Based upon discussions
with technical personnel it is estimated an alternative plan at
Tuguegarao would also cost 50 per cent more than the proposedproject and at Malaybalay it would cost 100 per cent more.More detailed cost estimates are needed before this limitation 
can be applied except very generally. 

Priority Among the Three Projects Based Upon
Economic Analysis 

The Gapan and Tuguegarao projects both have benefitcost ratios of 1.50 to 1.00 due to the estimated costs of thecheapest alternative method of supplying the identical benefits.As between Gapan and Tuguegarao, Gapan would be preferredbecause of the generally more favorable ratio of unlimitedbenefits to costs and the lower cost per capita of developing the 
new water supply. 
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Malaybalay would retain its computed ratios of 1.73 

to 1.00 and 1. 19 to 1.00, inasmuchas the least costly alter

native would cost 2. 00 times the proposed project. In 

addition, the cost per capita of the Malaybalay project is the 

least among the three communities. The order of priority 

for the three projects on the bases covered here would be: 

1. Malaybalay 

2. Gapan 

3. Tuguegarao 
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ECONOMIC FINDINGS, SELECTED WATER PROJECTS 
PROCEDURES

BY USE OF BENEFIT-COST ANALYSIS
SECURED 

GapanMalaybalayTuguegaraoItem 

20,000 33,90064,300
Population, 1983 

BENEFIT-COST ANALYSIS WITH FULL PRICE INFLATION 

Lump Sum Benefits 

Lump Sum Costs 

Benefits (Costs = 1.00) 

Net Benefit Value 
Internal Rate of Return 
Annual Benefits 
Annual Costs 
Net Interest Adj. 

BENEFIT-COST 

Lump Sum Benefits 

Lump Sum Costs 
=Benefits (Costs 1.00) 

Net Benefit Value 

Internal Rate of Ratio 

Annual Benefits 
Annual Costs 
Net Interest Adj. 

APPLICATION OF 

Lump Sum Costs 
Full Inflation 
Partial Inflation 

P101.0 M 
49.4 
2.04 

51.6 
31% 

15.4 
7.5 

15% 

P 14.7 M 
8.5 
1.73 
4.9 

24% 
1.3 
.8 

10%0 

P68,3 M 
18.9 

3.61 
49.4 

48% 
10.4 

2.9 
10% 

ANALYSIS WITH PARTIAL PRICE INFLATION
 

8.8 M 36.855.5 
7.4 M 14.838.0 

Z.491.191.46 
1.4 Z2.017.5 

36%19%Z6% 
1. 3 5.68.4 

2.31.15.8 
10%10%15% 

LIMITLEAST COSTLY ALTERNATIVE 

28.417.074.1 
14.8 22. 257.0 

ADJUSTED BENEFIT COST RATIO AFTER LIMITATION 

Benefit/Alt. Cost 1.501.731.50Full Inflation 1. 19 1.501.50Partial Inflation 

COST PER CAPITA OF PROJECTSAVERAGE 

IP425 IP558IP768Lump Sum 
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G. FINANCIAL ANALYSIS 

Introduction 

Repayment capacity of the water users in the three 
study cities has been determined by use of the financial 
analysis procedures. (See Annex T for full explanation of 
methodology used). The essence of this ability is found in 
the first several years when all costs are encountered, 
including the funding of replacement. Comparisons are made 
for the Ist, 5th, 10th and 15th year. 

Findings by Project 

Tuguegarao has relatively high costs per M 3 of water 
from the 5th year according to the attached table. Costs per 
M ere about 190 centavos for the greater part of the first 

5 years. However, repayment ability is estimated at almost 
M 32. 50 centavos pr fo: the same period. Thus, there is a 

favorable ratio of average payment ability equal to about 130 
per cent of the average need. 

Malaybalay will have relatively low costs of water, 
ranging from a high of 82 centavos down to 75 centavos per M 
Repayment ability is slightly less than for either Tuguegarao 
or Gapan, due to a greater share given the household use, but 
it has substantial relative repayment ability because of low 
costs per M 3 . The ratio is close to three to one for most of 
the early years. 

Gapan has average costs per M 3 which are slightly less 
than Tuguegarao but higher than Malaybalay. With repayment 
capacity also slightly less than Tuguegarao, the net effect is 
that the two cities have closely similar ratios of ability to 
pay to cost. 
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On the basis of the foregoing comparisons the three 

communities can be rated as follows: 

1. Malaybalay 

Z. Gapan 

3. Tuguegarao 

This is the same ranking found in the economic 

analysis. With respect to these three communities, and on 

the basis of the reconnaisance level data, the economic 

and financial data provide the same ranking. 

It is worth noting that on a cost of project per capita 

basis there would have been no choice between Malaybalay 

and Gapan. With the financial analysis Malaybalay is seen 

to be relatively more able to bear the repayment burden. 
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FINANCIAL FINDINGS, SELECTED WATER PROJECTS
 
SECURED BY -THE FINANCIAL ANALYSIS PROCEDURES
 

AVERAGE COSTS OF WATER PER CUBIC METER 

Project Years Tuguegarao 

1 .63 

5 1.97 

10 1.92 

15 1.92 

Malaybalay 

.78 


.75 

.80 

.82 


Gapan 

1.36
 

1.42 

1.71 

1.71
 

AVERAGE REPAYMENT ABILITY PER CUBIC METER 
OF WATER 

1 1.35 1.19 1.38 

5 2.41 1.90 2.02 

10 2.48 2.38 2.30 

15 2.48 2.38 2.30 

RATIOS OF REPAYMENT ABILITY TO AVERAGE COSTS 

1 2.14 1.53 1.01 

5 1.22 2.53 1.42 

10 1.29 2.98 1.35 

15 1.Z9 2.90 1.35 

PROJECT COSTS PER CAPITA 

Costs, 1977 PZ1.2 mil P4.6 mil W7.8 mil 

Population, 1983 64,300 20,060 33,900 / 

Per Capita I330 IP230 IPZ30 
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PART 4 - IMPLEMENTATION PLANNING 

A. LWUA and AID's Administrative Arrangements 

1. LWUA 

LWUA will be the implementing agency of the
 
GOP for' this project. Since this is 
 an on-going project, and
 
LWUA has two and one-half years experience, it should
 
present no major problems. 
 See Annex M for an evaluation
 
of LWUA and Annex R for the organization chart. Two aspects

of this project will be new to LWUA. They must perform the
 
financial/economic feasibility analysis and prepare engineering

design internally for each subproject. However, as stated
 
previously, LWUA will be assisted in performing these
 
operations. The LWUA/JMM contract has been amended to
 
provide extra consulting services in engineering design and
 
to provide an economist to work with LWUA to develop and
 
test a financial/economic feasibility methodology. 
 In addition,
 
the LWUA/JMM contrr , novides for 
a full time JMM finan
cial consultant. To ensure continued successful implementa
tion of the AID financed project by LWUA, AID has encouraged 
a relatively significant input by U. S. consultants. This 
practice will continue until LWUA gains sufficient experience 
to implement its programs without external assistance. LWUA's 
Board is receptive to this assistance and has agreed to use 
loan funds for this purpose. 

USAID is concerned about the organizational planning
of LWUA. The area of concern relates to counterpart personnel 
to consultants. In an effort to transfer knowledge and experience
the JMM, the CDM contracts require that several LWUA personnel
be assigned to work full with the consultants. There has been a 
tendency, because of workloads elsewhere, to assign double 
duty to some employees in these positions and as a result some 
positions are not fully covered. 

In an attempt to alleviate this situation, AID is including 
a loan covenant requiring LWUA to specifically assign on a 
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full time basis all counterpart personnel required by the 

LWUA/JMM contract, Appendix D. It actually includes 

twenty positions. 

In summary, LWUA has or will have, with the above 
stated qualification, the managerial and technical capability 
to successfully implement this project. 

2. AID 

USAID also has two and one half years of 
implementing experience on this program. The Assistant 

Director for Capital Development is responsible to the Mission 

Director for assuring that this project is correctly implemented. 
A loan officer has been delegated the responsibility of monitoring 

the program. USAID receives copies of all correspondence 
between JMM and LWUA and reviews and approves all contracts 

involving AID financing. The office monitoring the project has 

the assistance of engineering and legal officers as necessary. 

No additional AID staff commitmcnt is needed other than usual 

administrative support of USAID Staff Officer. 

B. IMPLEMENTATION PLAN 

Implementation of this project starts prior to execution 
of the Loan Agreement. The "110 Systems" study will be 

completed by CDM and LWUA on April 30, 1976. This study 

forms the basis for the project. Previously, LWUA/JMM/ 
USAID had several meetings to discuss the project, conceptua
lize its implementation and review staffing requirements. 

JMM has assured LWUA and USAID that they will be ready to 

mobilize the additional personnel as soon as authorized by 

LWUA, presumably in July, 1976. 

Another important step in the project implementation 
process is the formation of water districts by the potential 

subproject waterworks systems. LWUA presently is discus
sing with local government officials the formation of indepen

dent water districts. Twelve of the 110 have already completed 
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the process of forming districts and 16 have indicated an 
interest and are in the process of doing so. It is expected 
that there will be more subproject candidates available than 
can be accommodated in the early stages of implementation. 
The decision on subproject selection will depend upon several 
factors to be weighed by LWUA; for example initial feasibility/ 
economic feasibility ranking; urgency of the need for improve
ment; capabilities of the Water District Board to respond, and 
availability of management and operating staff. 

Once the decision has been made for a particular water

works to become a subproject candidate, LWUA/JMM will study 
the system and prepare a project report. This project report 
will contain an in depth analysis of the current situation, 
recommendation of immediate improvements contemplated 
and describe future needs, discuss alternative solutions 
studied, and give financial/economic analysis and estimate of 
costs. These project reports will be certified by JMM. 

The project reports will be submitted to AID for review 
and approval along with a certification by LWUA that the sub
project system has formed a water district under the require
ments of LWUA and that the LWUA approved commercial 
practices are or will be adopted by the district. 

After approval of the project report by AID, LWUA 
under the guidance of JMM will prepare the necessary 
engineering designs and complete the bid package (IFB). 

Following the procedures already established and used 
by LWUA for the five pilot projects under the current Loan 033, 
LWUA and the water districts will advertise the job locally, 
prequalify construction contractors and issue the IFB, evaluate 
bids and recommend award. Also following established 
procedures, LWUA along with a certification and recommenda
tion by JMM, will submit the bid evaluation and award recom
mendations to AID for review and approval. 

Note: Depending on the size of the construction project, 
the IFB will or will not include the required foreign exchange 
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materials and equipment. If the project is large enough to 
attract contractors who have the experience and capability 
to solicit quotations and import the foreign exchange items, 
they will be included as is done now on the five pilot projects. 
If the project is too small to attract the contractor experienced 
in offshore procurement, the material and equipment to be 
imported will be procured by LWUA, following AID procure
ment procedures and material purchased will be furnished to 
the contractor. 

After the contract has been awarded, LWUA will 
execute its standard loan agreement with the water district, 
request AID to open a Letter of Commitment for the foreign 
exchange portion of the contract (or for the amount needed 
to finance the material and equipment being purchased by LWUA). 

The procedures for partial reimbursement to the GOP
 
for the project local currency costs and establishment of the
 
Special Letter of Credit will also be the 
same as currently 
followed on the five pilot projects under Loan 033. (See 
Implementation Letter #5 to AID Loan 492-U-033 on file in 
ASIA/CCD). 

Annex E is a Project Performance Tracking (PPT) 
System network which will be used as one to monitormeans 
the project. As stated in Section IV-A above, USAID monitors 
this program on a daily basis. As was done on the five pilot
projects under this program, USAID/LWUA/JMM will hold 
meetings as necessary to review problems and progress. 
USAID/LWUA/JMM have established a very close relationship 
on this program and no serious problems are anticipated. 

In addition to the daily monitoring of project implementa
tion by the project manager, the USAID/Controller will main
tain accounting records to support periodic reporting of planned 
time phased expenditures compared to actual accrued (applied 
cost basis) expenditures to USAID management. (This require
ment is dependent upon the outcome of tests of these procedures 
now being conducted. ) 
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C. EVALUATION ARRANGE4ENT
 

Since evaluation of the program is an ongoing activity to
 
the five pilot projects being financed under Loan 033 and LWUA
 
with the assistance of IPC has initiated a detailed evaluation
 

plan on the five pilot projects, we consider the ongoing evaluation
 
study applies to this project and the findings related to health
 
benefits and economic development will equally apply (See Annex 0).
 
Agreement was reached at the APAC Meeting held on April 23, 1976
 
to extend the evaluation outlined in Annex "0" to include a
 
representative sampling from the 25-35 target areas of the high
 
impact Local Water Development I Project. A covenant to the loan
 
will require LWUA to make an operational evaluation of the system
 
improvement and installed equipment financed by the loan. or
 
practical purposes this operational evaluation will be made in
 
the second year after completion of a subproject.
 

D. CONDITIONS PRECEDENT AND COVENANTS
 

1. Conditions Precedent (CP's)
 

In addition to the standard CP's, regarding the opinion of the
 
Secretary of Justice, statement of names of the Borrower'S represen
tatives, AID will require the fulfillment of the following CP prior
 
to disbursement of any loan funds.
 

(a) A statement from the Borrower providing for the
 
relending of the loan proceeds from the Borrower to LWUA, such
 
relending to be on terms and conditions not less favorable than
 

the terms and conditions of the loan.
 

2. Subsequent Conditions Precedent to Opening Additional
 
Letters of Commitment for Procurement of Materials or Reimbursement
 
for Construction of each Waterworks System to be Financed:
 

Submission to AID approval, a subproJect report which shall 
contain: evidence that the subproject waterworks system is an 
independent water district under the requirements of LWUA, an 
analysis of the current situation of the waterworks, recommendation 
of immediate improvements and its future needs, alternative 
solutions studied, costs data, and a financial/economic feasibility
 
analysis. The project reports will be certified by JMM as to their
 
concurrence with the findings and recommendations.
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3. Covenants 

In addition to the standard loan agreement covenants, 
the loan agreement will contain the following: 

(a) LWUA covenants within 90 days from the 
execution of the loan agreement to provide AID with the names 
of the LWUA personnel assigned full time to the twenty 
positions designated as counterpart personnel in the LWUA/ 
JMM contract Amendment No. 1, Appendix D. 

(b) LWUA covenants to perform a performance 
evaluation on all subprojects financed by the loan approximately 
two years after completion of the subproject construction. The 
performance evaluation will specifically list in detail the 
improvements made to the system under the project, the current 
status of those improvements, and recommendations made by 
LWUA on any deficiencies found. 

(c) LWUA covenants to have the accounts and 
financial statement (balance sheet, statement of income and 
expenses, and selected statements) of LWUA audited annually, 
in accordance with sound and consistently applied auditing 
principles, by independent auditors and shall, promptly after 
their preparation and in any event not later than six months 
after the close of the fiscal year to which they relate, furnish 
to AID (a) Certifitd copies of such audited financial state
ments and (b) the report of the auditors related thereto. 
LWUA shall furnish AID such further information concerning 
such accounts and financed statements and the audit thereof 
as AID shall from time to time reasonably request. 
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Implementation Timetable 

I. Loan Authorized by AID/W - May 15, 1976 

2. Loan Agreement Negotiated and Signed - June 30, 1976 

3. Conditions Precedent to Initial Disburse

ment Met - Aug. 30, 1976 

4. Request for L/Comm for Consulting Services - Aug. 30, 1976 

5. L/Comm for Commodities 
Established 

(Laboratory) 
- Nov. 1, 1976 

6. P1O/P for Participants Executed - Nov. 1, 1976 

7. L/Comm for Ist Waterwork Improvement - March 1, 1977 

8. Construction Started on Fifth System - Sept. 30, 1977 

9. Construction Completed on First System - Nov. 30, 1977 

10. Construction Started on Fifteenth System - Dec. 30, 1978 

11. Construction Started on Twenty-Fifth System - Dec. 30, 1979 

12. Construction Completed on Last System - Nov. 30, 1980 

13. Terminal Date for Requesting L/Comms - July 30, 1980 

14. Terminal Disbursement Date - Dec. 30, 1980 



LIST OF ANNEXES
 

(Due to the limitation of approximately 100 pages, please note that certain
 

annexes listed below have been extracted from the PP and are available in
 

the ASIA/PD office)
 

A. 	AID/W PRP Approval Messages: State 62053 and State 23279 - Available 

in ASIA/PD 
B. Project Technical Date - CDM "110 System" Summary Report
 

C. 	Environmental Impact Statement - Available in ASIA/PD
 

D. 	Logical Framework Matrix
 

E. 	Project Performance Tracking Network Chart
 

F. 	Statutory Checklist
 
G. Mission Director's Certification, FAA 611 (e)
 

H. 	GOP Loan Application
 
I. 	Draft Project Description - Available in ASIA/PD
 

J. 	Draft Loan Authorization
 

K. 	GOP and Other Donor Efforts in Public Health
 

L. 	LVXIA Policy Statement
 
M. 	Assessment of LWUA Institutional Capability
 

N. 	Role of Women in the Philippines - Available in ASIA/PD
 

0. 	IPC - Scope of Work - Evaluation Study
 
- Available in ASIA/PD
P. 	IPC - Sociocultural Profile of 5 Cities 


Q. 	IPC - An Overview of the Community, Tabaco - Available in ASIA/PD
 

R. 	LWUA's Organization Chart
 

S. 	"110 Waterworks System" Deficiencies - Available in ASIA/PD
 
Available
T. 	Financial/Economic Feasibility Methodology and Model 

in ASIA/PD
 
U. 	Assessment of Water District Institutional Capability
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which this Poict contributes: (A-i)
 

To improve the health 
and economic welfare of 
the provincial poor. 

DOH statistics show 
20% drop in water 
related diseases by 1985 
in target cities. 

DOH records/statistics. 

NEDA records 

1) Absence of extreme negative 
variations in the national 
economy - sustained 4-6% 
annual GNP growth. 

10% increase in real 
per capita income in 

2) Reduction 

rate. 
in national birth 

target cities by 1985. 

3) Increased acceptance of 
improved nutritional practices. 

V :be 

'VI 



P.OJECT DESIGN SUMMARY Lif. of Proiect. 
.10 

J 
,o0 -001 

T I 
LOGICAL FRAMEWORK 
LOGCALFRTotal Fro FY __

U.S. Funcing
Dare Pmwed: 

tF_ 

Project Title & Number: _ _ _ _Prepared-

NARRATIVE SUMMR') OBiECTELI, 
VERIFIABLE iNDICATORS MEANS OF VERIFICATION IMPORTANT 

PAGE 2 
ASSUMPT5t75__ 

Project Purpose: (B-1) Conditions that will indicate purpose has been (B-3) Assumptions for achieving purpose: (8-4) 
achieved- End.of-Project status. fB-2) 

1) Increase the use of safe, 
reliable and economic 
sources of water in the 
targeted areas - with 
particular reference to the 
lower income group. 

1) a. Safe water supply 
available for additional 
1.5 people in target 
areas by 1981. 

b. DOH statistics 
show 20% decline in 

1) Records of LWUA and 
local water districts. 

Z) Provincial Depart
ment of Health Statistics 

1) Cost of house connections will 
not exceed potential users ability 
to pay. 

2) Current incomes will remain 
stable or increase. 

2) Institutional Development 
of LWUA and local water 

incidence of waterborne 
diseases in target areas 
by 1985. 

3) USAID evaluation 

4) Independent surveys 
3) As income increases, the 
propensity for house connections 

districts. increases. 

3) Contribute to economic 
development in the targeted 
areas. 

2) LWUA planning, 
implementing/managing 
and evaluating local 
water projects and sys-

5) Provincial economic 
office records on business 
and employment, 

4) A good waterworks system 
contributes to community economic 
development. 

tems without technical 
assistance by 1981. 5) Community standpipes will be 

a. Local water pro- made available. 
jects and systems with
out technical assistance 
by 1981. 

b. Local water dis
tricts efficiently mana
ging systems. 

3) 10% increase in indus a z 
trial and commercial N|M 
activity in service areas 
by 1985. 
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Project Title & Numrw: PAGE 3 
NARRATIVE .IUMMARY OBJECTIVELY VERIFIABLE INDICATORS MEANS OF VERIFICATION IMPORTAr." AS PJMPTIGNS 

Project Outputs: (C-), Magnitude of Outputs: (C-2' C-1 Assumptions for oche,'ft eApils: IC-4. 

1) Construction/improve- 1) 25-35 high impact 1) Project completion 1) There will be a continuing 
ment of waterworks systems. systems. reports. and expanding demand for 

LWUA's services to local 
21 Trained LWUA personnel. 2) 25-30 waterworks 2) Loan Fund disburse- water districts. 

design engineers. ment records. 
3) Water Analysis Labora- 2) Capable people can be 
tory. 3) Fully equipped and 3) LWUA records. hired and LWUA will be 

operating laboratory. provided adequate budget 
4) Waterworks Training 4) Waterworks training support. 
Laboratory. 4) Waterworks training facilities. 

facilities. 

g.Z 
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,ozo.ZS ,1.71 LOGIfAR From FY . e FY_
 

PROJECT DESIGN SUMMARY 

t FRAMEWORK 	 Total U.S. Fuadwu 

roject Title & Number: 	 PAGE 4 

NARRATIVE SUMMARY OBJECTIVELY VERIFIABLE INDICATORS MEANS OF VERIFICATION 	 IMPORTANT ASSUMPTIOMS 

•ject 	Inputs: (D-l) Implementation Target (Type and Quantity) (D-3) Aswumitions for providinig impt ;D-4) 
(D-2) 

AID - Loan AID 
1) Construction and 

equipment FY 76 FY 77 1) Loan authorization. 1) US Loan funds and GOP 
2) Consulting Services local currency available.
 
3) Commodities 1) $6.8 1) $10.0 2) Contract with consul
4) Participant training 2) $3.0 2) -0- tant for engineering and 2) US consultant contracted.
 

3) $100,000 3) -0- design training. 
GOP 4) $100,000 4) -0- 3) Sufficient local construction 

1) Loan or Grant funding firms available. 
of LWUA. 

2)LWUA Personnel. 

0ox 
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Prior Action 

LWUA/JMM Contract 
" 10 System Study" 

1) Loan Agreement Signed June 302) Request L/Comm for JMM Aug 303) JMM Staffed 
Sept 304) LWUA/JMM Start Study I~t System Oct 305) Request L/Com for Commodities (Laboratory) Feb 15I 6) Construction Start on Ist System Mar 17) Start Laboratory & Training Facility Mar 30 

8) Construction start on 5th system Sept 301,1st System Finished Nov 3010) Laboratory & Training Facility in Operation Dec 1 

11) Construction start on 15th system12) LWUA/JMM/USAIDsubprojects Dec 30Review balance in relation to Mar 31 

13) Construction. start on 25th systems Dec 30
14) Construction finished on last system. Nov 3015) Terminal date for requesting L/Com July 3016) 
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CHECKLIST OF STATUTORY CRITERIA 

FAA - Foreign Assistance Act of 1961, as 
amended. 

FAA, 1973 - Foreign Assistance Act of 1973 

App. - Foreign Assistance and Related Pro
grams Appropriation Act, 1974. 

MMA - Merchant Marine Act of 1936, as 
amended. 

BASIC AUTHORITY 

1. FAA 103; 104; 105; 106; 107. 
Is loan being made 

a. for agriculture, rural develop-
ment or nutrition; 

b for population planning or health; 

c. for education, public administra-
tion, or human resources develop
ment; 

d. to solve economic and social dev-
elopment problems in fields such as 
transportation, power, industry, urban 
development, and export development; 

e. in support of the general economy 
of the recipient country or for develop
ment programs conducted by private 
or international organizations. 

(a) While this loan will not directly

alleviate starvation, hunger and mal
nutrition; it will provide a very basic
 
need of safe water to poor people, there
by, reducing diahrrea which 
should 
increase caloric ingestion. The loan 
will result in some reduction of waterborne 
diseases in the Philippines. 

(b) This loan will have no effect on 
family planning but will directly combat 
and prevent waterborne diseases. 

(c) Not applicable. 

(d) This loan should assist economic 
development by making safe reliable 
water available to commerial/industrial 

development in provincial-urban areas. 

(e) Not applicable. 
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COUNTRY PERFORMANCE 

Progress Towards Country Goals 

2. FAA 201 (b) (5), (7) & (8); 208 

A. Describe extent to which country is: 

(M) Making appropriate efforts to (1) Food production is top priorityincrease food production and improve of the Philippine Government with themeans for food storage and distribu- goal of achieving self-sufficiency in ricetion. 
and corn and accelerated production 
of livestock, poultry,(2) Creating a favorable climate 	

fish, fruits and
vegetables. Plans for expended warefor foreign and domestic private housing and distributions of the increasedenterprise and investment, output of grains are being prepared and 
carried(3) Increasing the public's role 	

out with help from IBRD loan.Also, through other AID loans assistance,in the developmental process. (i. e. in small scale irrigation and agri
cultural research)(4) (a) Allocating available 	 the GOP goals shouldbe reached in the near future. 

budgetary resources to deve
lopment. (2) See FAA 6 2 0(e) (1), Item 4, 

below.
(b) Diverting such resources forunnecessary military expendi- (3) The four-year agriculture programture (See also Item No. 19) and is increasing the productive capabilityintervention in affairs of other of Philippine farmers. The Departmentfree and independent nations. ) of Local Government and Community(See also Item No. 10.) Development carries out programs at the 

(5) 	 Making economic, social, and 
barrio (village) level throughout thePhilippines. A Decentralization Act propolitical reforms such as tax col- viding more autonomy to the Provincelection improvements and changes was enacted in 1967. The Provincialin land tenure arrangements, and Development Assistance Program ismaking progress toward respect operating in seventeen provinces.

for the rule of law, freedom ofexpression and of the press, and Additionally,
recognizing the importance of 	

in an attempt to redistri
bute income and raise theindividual freedom, 	 rural standardinitiative, of living, the GOP has recently embarkedand private enterprise. upon an aggressive land reform program. 
The GOP is well under way with a country
wide rural electrification program thereby
increasing the role of the public through
participation in local cooperatives. 
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(4) (a) About two-thirds of tile national 

budget is allocated to social and econor-,c 
development. About 10 percent of the 
budget goes to education, more than 

13 percent to agriculture and natural 
resources, and 16 percent to transporta
tion and communications. 

(b) Less than 17 percent of the'budget 
goes to National Defense. 

(5) Since its establishment as an 

independent nation in 1946, the 
Philippines traditionally has adopted 
the basic principles of having a free and 

open society. On Sept. Z2, 1972, 
President Marcos, citing a serious 
-hreat to their system from both the 

extreme left and right, invoked martial 
law, and ruling by decree, ordered an 
accelerated implementation of essential 
reforms long needed to improve the 
effectiveness of the government and its 
to the needs of the people, to reduce wide
spread crime and corruption, to speed 
development efforts aimed primarily at 

improving the social and economic well

being of lower income groups. In this 

regard President Marcos is inaugurating 
an all- encompassing nationwide land 

reform program. However, under Martial 

Law political activity and freedom of the 
press has been curtailed. Over the last 

five years the GOP has increased revenues 
through improved administration and new 
tax laws. 

Over the period of the Project, the GOP
 
will be providing a total of V19, 600, 000
 
toward this project.
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(6) Willing to contribute funds to (6) GOP will provide a minimum of 50%the project or program. of currency required. 

(7) Otherwise responding to the (7) Over the past six years thevital economic, political, and Philippines government has placed increassocial concerns of its people, ing emphasis on rural development .inanand demonstrating a clear deter- effort to narrow the gap between the rich.rination to take effective self- and the poor, to increase employment ophelp measures. portunities, raise the income levels of the 
rural population, and to improve the 
standard of living. Heavy investments are 
being made on Rural Electrification, trans
portation, irrigation, agrarian reform,
farmer support services, agriculture 
production, nutrition, and education. 
Greatly increased external assistance from 
various bilateral and international donors 
over the past four years has been directed 
almost entirely to the rural sector. 

B. Are above factors taken into B. Yes. 
account in the furnishing of the 
subject assistance? 

Treatment of U. S. Citizens and Firms. 

3. FAA 620 (c). If assistance is to 3. No 
government, is the government liable 
as debtor or unconditional guarantor 
on 
or 

any debt to a U. S. 
services furnished 

citizen for goods 
or ordered where 

(a) such citizen has exhausted avail
legal remedies and (b) debt is not 
denied or contested by such government? 

4. FAA 620 (e) (1). If assistance is to 4. No. 
a government, has it (including govern
ment agencies or subdivisions) taken 
any action which has the effect of nation

alizing, expropriating, or otherwise 
seizing ownership or control of property
of U.S. citizens or entities beneficially 
owned by them without taking steps to 
discharge its obligations toward such 
citizens or entities? 
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5. 	 FAA 620 (o); Fishermen's Protectiv_ 5. There has been no such seizure. 
Act. 5. If country has seized, or im
posed any penalty or sanction against, 
any U. S. fishing vessel on account of 
its fishing activities in international 
waters, 

a. has any deduction required by
 
Fishermen's Protective Act been made? 
 NA 

b. has complete denial of assistance
 
been considered by A. I. D. Administrator? NA
 

Relations with U. S. Government and Other
 
Nations
 

6. 	 FAA 620 (a). Does recipient country 6. No.
 
furnish assistance to Cuba or fail to
 
take appropriate steps to prevent ships
 
or aircraft under its flag from carry
ing cargoes to or from Cuba?
 

7. 	 FAA 620 (b). If assistance is to a 7. Yes.
 
government, has the Secretary of State
 
determined that it is not controlled by
 
the international Communist movement? 

8. 	 FAA 620 (d) . If assistance is for 8. This assistance is not for such 
any productive enterprise which will a productive enterprise. 
compete in the United States with
 
United States enterprise, is there an
 
agreement by the recipient country to
 
prevent expoi. to the United States of
 
more than 20% of the enterprise's
 
annual production during the life of
 
the loan?
 

9. 	 FAA 620 (f). Is recipient country a 9. No.
 
Communist country?
 

10. 	 FAA 620 (i). Is recipient country 10. No. 
in any way involved in (a) subversion 
of, or military aggression against, 
the United States or any country 
receiving U. S. assistance, or 
(b) the planning of such subversion or
 
aggression?
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11. 	 FAA 620 (j). Has the country per- 11. The GOP has taken all 
mitted, or failed to take adequate reasonable measures to protect 
measures to prevent, the damage or U. S. property. On infrequent 
destruction, by mob action, of U. S. occasions, when damage has occurred, 
property? proper compensation has been made 

without delay. 

12. 	 FAA 620 (1). If the country has failed 12. The Philippines has instituted 
to institute the investment guaranty an investment guaranty program with 
program for the specific risks of the full range of risk coverage. 
expropriation, in convertibility or 
confiscation, has the A. I. D. 
administration within the past year
 
considered denying assistance to such
 
government for this reason?
 

13. 	 FAA 620 (n). Does recipient country 13. No. 
furnish goods to North Viet-Nam or 
permit ships or aircraft under its flag 
to carry cargoes to or from North 
Viet- Nam? 

14. 	FAA 620 (c). Is the government of the 14. No. 
recipient country in default on interest 
or principal of any A. I. D. loan to the 
country?
 

15. 	FAA 620 (t). Has the country severed 15. There has been no such
 
diplomatic relations with the United severence.
 
States? If so, have they been resumed 
and 	have new bilateral assistance agree
ments been negotiated and entered into 
since such resumption? 

16. 	 FAA 620 (u). What is the payment status 16. The Philippines is not in 
of the country's U.S. obligations? If the default with respect to its dues, 
country is in arrears, were such arrear- assessments or other obligations 
ages taken into account by the A. I. D. to the U. N. 
Administrator in determining the
 
current A. I. D. Operational Year
 
Budget?
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17. 	 FAA 481. 1-as the government of reci- 17. No.
 
pient country failed to take adequate
 
steps to prevent narcotics, drugs and
 
other controlled substances (as defined
 
by the Comprehensive Drug Abuse Preven
tion and Control Act of 1970) produced
 
or processed, in whole or in part, in such
 
country, or tranaported through such
 
country, from being sold illegally within
 
the jurisdiction of such country to U. S.
 
Government personnel or their dependents,
 
or from entering the U. S. unlawfully?
 

18. 	 FAA s 659. If (a) military base is 18. Yes. (Presidential Determina
located in recipient country, and was tion No. 74-14 dated 1/20/74).
 
constructed or is being maintained or
 
operated with funds furnished by U. S.
 
and (b) U.S. personnel carry out military
 
operations from such base, has the Pres
ident determined that the government of
 
recipient country has authorized regular
 
access to U. S. correspondents to such
 
base?
 

Military Expenditures 

19. 	 FAA 620 (s). What percentage of country 19. Annual defense budgets average 
budget is for military expenditures. How less than 17% of the national budget. 
much of foreign exchange resources Approximately one-third of this amount 
spent on military equipment? How much is for maintenance of peace and order. 
spent for the purchase of sophisticated Philippine foreign exchange resources 
weapons systems? (Consideration of used to acquire military equipmert 
these points is to be coordinated with are negligible. We know of no diver
the Bureau for Program and Policy sion of either development assistance 
Coordination, Regional Coordinators of PL 480 sales to military expendi
and Military Assistance Staff (PPC/RC). tures. We are not aware of any diver

sion of Philippine resources for un-
Conditions of the Loan necessary military expenditures. 

General Soundness 

20. 	 FAA 201 (d). Information and conclusion 20. Interest on this loan will be 
on reasonableness and legality under 2 percent during the 10 year grace 
laws of country and the United States) period and 3 percent for the 30 years 



of lending and relending terms of the 
loan. 

21. 	 FAA s 201 (b) (2); s 201 (e) 
Information and conclusion on activity's 
economic and technical soundness. 
If loan is not made pursuant to a multi-
lateral plan, and the amount of loan 
exceeds $100, 000, has country sub
mitted to A. I. D. an application for 
such funds together with assurances 
to indicate that funds will be used in 
an economically and technically 
sound manner? 

22. 	 FAA s 201 (b) (2). Information and con-
clusion on capacity of the country to 
repay the loan, including reasonable-
ness of repayment prospects. 

23. 	 FAA .- 201 (b) (1). Information and con-
clusioi on availability of financing from 
other free-world sources, including 
private sources within the United States. 

24. FAA s 611 (a) (1). Prior to signing of 
loan will there be (a) engineering, 
financial, and other plans necessary to 
carry out the assistance and (b) a rea-
sonably firm estimate of the cost to 
the United States of the assistance? 

25. 	 FAA s 611 (a) (2). If further legisla-
tive action is required within recipient 
country, what is basis for reasonable 
expectation that such action will be 
completed in time to permit orderly 
accomplishment of purpose of loan? 

ANNEX F
 
Page 8 of 17 

remaining to maturity. These terms 
are 	reasonable and are not higher than 
the applicable legal rate of interest 
under Philippine law. 

21. 	 Each subproject financed under 
this loan must be justified individually.
 
The GOP has submitted such an applica
tion to A. I. D. See Annex H.
 

22. The current and expected ratio
 
between debt repayment and foreign
 
exchange earnings of the Philippines
 
is expected to be adequate. There are
 
reasonable prospects of repayment.
 

23. Financing is not considered to be 
available from other sources on terms 
comparable to this proposed loan. 

24. (a) Yes. Detailed plans and estimates 
will be requi,-ed by the Loan Agreement 
before starting construction of any indivi
dual system. A prefeasibility study has 
been completed which establishes firm cost 
data and design criteria for each subproject. 

(b) 	 Firm costs of the U. S. assistance will 
be establised using modified Fixed Amoitnt 

Reimbursement procedures. 

25. 	 All legislative authorities exist. 
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26. 	 FAA s 611 (e). If loan is for Capital 26. Yes. See Annex G. 
Assistance, and all U.S. assistance to
 
project now exceeds $1 million, has
 
Mission Director certified the
 
country's capability effectively to
 
maintain and utilize the project?
 

Loan's Relationshio to Achievement of
 
Country and Regional Goals
 

27. 	 FAA s 207; s 113
 
Extent to which assistance reflects 27. 
 (a) This project directly contributes 
appropriate emphasis on; (a) encourag- to the formation of locally independent
ing development of democratic, econom- water districts, (b) Not applicable
ic, political, and social institutions; (c) greatly contributes to training man
(b) self-help in meeting the country's power in area of public health and
food needs; (c) improving availability engineering, (d) will make a significant
of trained manpower in the country; impact on public nealth re waterborne 
(d) programs designed to meet the disease, (e) will contribute towards 
country's health needs; (e) other urban development, (f) women as
important areas of economic, political, definitely part of this program, sanitary
and 	social development, including and civil engineering are fields in which
industry; free labor unions, coopera- women participate in the Philippines. 
tives, and Voluntary Agencies; trans
portation and communication; planning and 
public aclministration; urban development, 
and modernization of existing laws; or 
(f) integrating women into the recipient
 
country's national economy.
 

28. 	 FAA 209. Is project susceptible of 28. No. 
execution as part of regional project? 
If so why is project not so executed? 

29. 	 FAA 201 (b) (4). Information and con- 29. See relationships of this project
clusion on activity's relationship to, to other activities in area of public
consistency with, other development health, Annex K 
activities, and its contribution to 
realizable long-range objectives. 

30. 	 FAA 201 (b) (9). Information and 30. 	 Under this project self-supporting
conclusion on whether or not the activity independent water districts will be 
to be financed will contribute to the formed. 
achievement of self-sustaining growth. 
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31. FA 209; Information and conclusion 31. Not applicable.
whether assistance will encourage
regional development programs. 

32. FAA s 11. Discuss the extent to which 32. This project makes a directthe loan will strengthen the participation contribution towards involving theof urban and rural poor in their country's urban poor in the water district economicdevelopment, and will assist in the development.

development of cooperatives which will

enable and encourage greater numbers

of poor people to help themselves
 
toward a better life.
 

33. FAA s 201 (f). If this is a project loan, 33. By effecting a decrease in waterdescribe how such project will promote borne disease,the country's this project promoteseconomic development the country's overall economic
taking into account the country's human 
 development.

and material resources requirements

and relationship between 
ultimate 
objectives of the project and overall 
economic development. 

34. FAA s281 (a). Describe extent to which 34. The independent water districtsthe loan will contribute to the objective formed under this project require activeof assuring maximum participation in participation of the people of the area.the task of economic development on the
part of the people of the country, through

the encouragement of democratic,
 
private and local governmental institu
tions. 

35. FAA s 281 (b). Describe extent to which 35. See #34 above.program recognizes the particular needs,
desires, and capacities of the people of
the country; utilizes the country's intel
lectual resources to encourage institu
tional development; and supports civic
 
education and training in 
 skills required

for effective participation in govern
mental and political processes essential
 
to self-government.
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36. 	 FA 201 (b) (3). In what ways does the 36. 	 This project by reducing theactivity give reasonable promise of incident of waterborne diseases willcontributing to the development of contribute to the development ofeconomic resources, or to the economic resources by reducing
increase of productive capacities? illness and thus lost time. 

37. FAA 601 (a). Information and con- 37. No direct effect except for the
clusions whether loan will encourage reduction of illness.
 
efforts of the country to: 
 (a) increase
 
the flow of international trade; (b)

foster private initiative and competi
tion; (c) encourage development and
 
use of cooperatives, credit unions,
 
and savings and loan associations;
 
(d) discourage monopolistic practices; 
(e) improve technical efficiency of
 
industry, agriculture and commerce;
 
and (f) strengthen free labor unions.
 

38. FAA 619. If assistance is for newly The38. Philippines is not a newly
independent cou try, is it furnished independent country.

through multilateral organizations or
 
plans to the maximum extent appro
priate? 

Loan's Effect on U.S. and A. I. D. Program 

39. 	 FAA 201 (b) (6). Information and con- 39. Although firms from Code 941clusion on possible effects of loan on countries will be eligible to compete
U. S. economy, with special reference on this Project, past experience withto areas of substantial labor surplus, larger water system improvements inand extent to which U.S. commodities the Philippines indicates that U. S. firmsand assistance are furnished in a manner will 	supply some of the mechanical andconsistent with improving the U. S. electrical equipment while Philippine
balance of payments position, contractors do the construction work. 

40. FAA20Z (a). Total amount of money 40. The total loan amount will go tounder loan which is going directly to private enterprise.
private enterprise, is going to inter
mediate credit institutions or other
 
borrowers for use by private enter
prise, is being used to finance imports 
from private sources, or is otherwise
 
being used to finance procurements
 
from private sources.
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of mechanical andelectrical equipment will heprivate trade and investment abroad and 	 open tofirni, in Code 941how it will encourage 	 countries.private 	 U.S.U. S. parti- firms traditional have supplied mostcipation in foreign assistance programs of this equipment under previous loan.(in_ 	uding use of private trade channels


and the services 
of U.S. private

enterprise).
 

42. 	 FAA 601 (d) . If a capital project, 	 Yes.are 42.engineering and 	professional services ofU. S. firms and their affiliates used tothe maximum extent consistent with the
 
national interest?
 

43. 	 FAA 602. Information and conclusion 

whether 43. AID procurement procedures
U. S. small business will parti- will be followed.
cipate equitably in the furnishing of
goods and service financed by the loan. 

44. FAA 620 	(h). Will the loan promote or 44. No. The 	loan agreement willassist the foreign aid projects or acti-
vities of the 	

contain implementation controlCommunist-Bloc countries? prohibiting such use. 
45. 	 FAA 621 . If Technical Assistance is 45. Services financed under the loanfinanced by the loan, information and

conclusion whether 	
will be from private -firms and othersuch assistance will non-government sources.be furnished to the fullest extent practicable as goods and professional and
other services 
from private enterprise

on a contract basis. If the facilities of
other, Federal agencies will be utilized,

information and conclusion on whether
they 	are particularly suitable, are 	notcompetitive with private enterprise, and
 
can 
be made available without undue

interference 
with domestic programs. 

Loan's Compliance with Specific Requirements 

46. 	 FAA110 (a);208( ). In what mannerhas or will the recipient country provide 
46. The loan agreement will so 

assurances provide and the planned administrativethat 	it will provide at least arrangements will assure it.25% of the costs of the program, project, 	 Thisproject isor activity with respect 	
set up for a minimum of 50%to which the host country participation.

loan is to be made? 
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47. FAA s 660. Will arrangements preclude the 47. Yes. 
use of funds for police training or other 
law enforcement assistance? 

47. FAA 114. Will loan be used to pay for per- 48. No.
fornanct, of abortions or to motivate or 
coerce persons to practice abortions? 

49. FAA 201 (b). Is the country among the 20 Yes.49.
countries in which development loan funds 
may be used to make loans in this fiscal 
year? 

50. FAA 201 (d). Is interest rate of loan 50. Yes. 
at least 2% per annum during grace pmr
iod and at least 3% per annum thereafter? 

51. FAA 201 (f). If this is a project loan. 51. All construction of systemwhat provisions have been made for appro- improvements will be implementedpriate participation by the recipient using host country constructioncountry's private enterprise? contractors. 

52. FAA o04 (a). Will all commodity pro-
curcinent financed under the loan be 

52. Commodity procurement will 
be lim ted to AID Geographic Codefrom the United States except as other- 941. 

wise determined by the President? 

53. FAA 604 (b). What provision is made to 53. N.A. 
prevent financing commodity procurement 
in bulk at prices higher than adjusted 
U.S. market price? 

54. FAA 604 (d). If the cooperating country 54. Yes.
discriminates against U.S. marine insurance 
companies, will loan agreement require
that marine insurance be placed in the United 
States on commodities financed by the loan? 
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55. 	 FAA o04 (e). If offshore procurement of 55. N. A.
 
agricultural commodity or product is to
 
be financed, is there provision against
 
such procurement when the domestic
 
price of such commodity is less than
 
parity?
 

56. 	 FAA 604 (f). If loan finances a commo- 56. N. A.
 
dity import program, will arrangements
 
be made for supplier certification to
 
A. I. D. and A. I. D. approval of commodity
 
as eligible and suitable?
 

57. 	 FAA 608 (a). Information on measures to 57. U.S. Government excess
 
be taken to utilize U. S. Government excess property will be used to the
 
personal property in lieu of the procure- extent practical. 
ment of new items. 

58. 	 FAA s 611 (b); App. s 101. If loan 58. Yes. 
finances water or water-related land 
resources project or pgoram, is there 
a benefit-cost computation made, inso
far as practicable, in accordance with 
the procedures set forth in the Memoran
dum of the President dated May 15, 1962? 

59. 	 FAA s 611 (c). If contracts for construc- 59. AID contracting procedures 
tion are to be financed what provision will be followed.
 
will be made that they be let on a com
petitive basis to maximum extent
 
practicable2 

60. 	 FAA s 612 (b); s 636 (h). Describe steps 60. The GOP will provide most of 
taken to assure that, to the maximum ex- the local currency costs.. However, 
tent pLssible, the country is contributing $8.1 million from the loan will be 
local currencies to meet the cost of con- -used to reimburse the GOP for 
tractual and other services, and foreign partial local currency cost to bring 
currencies owned by the United States are AID s participation up to 50% of 

utilized to meet the cost of contractual 

and 	other services. 

61. 	 FAA s 612 (d). Does the United States own 61. The U.S. does not own such 
excess foreign currency and, if so, what excess foreign currency.
 
arrangements have been made for its
 
release?
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62. FAA s 620 (g). What provision is there 62. The loan agreement will limitagainst use of subject assistance to the usecompensate of loan proceeds to proowners for expropriated or curement of eligible services.
nationalized property? 

63. FAA s 620 (k). If construction of pro- 63. No.
ductive enterprise, will aggregate 
value of assistance to be furnished by
the United States exceed $100 million? 

64. FAA s 636 (1) . Will any loan funds be 64. No.
 
used to finance purchase, long-term

lease, or exchange of motor 
vehicle 
manufactured outside the United States
 
or any guaranty 
of such transaction? 

65. App. s 103. Will any loan funds be used 65. No. 
to pay pensions, etc. , for military 
personnel?
 

66. App. s 105. If loan is for capital pro- 66. Yes, in the Loan Agreement,
ject, is there provision for A. I. D.
 
approval of all contractors and contract
 
term s?
 

67. App. s 107. Will any loan funds be used 67. No.
 
to pay UN assessments?
 

68. App. s 108. Compliance with regulations 68. Yes. 
on employment of U. S. and local personnel. 
(A. I. D. Reguiation 7). 

69. App. s 10.I Will any of loan funds be 69. No.

used to carry out provisions of FAA
 
s 209 (d)?
 

70. App. s 113. Describe hov the Committee 
on 70. A Congressional NotificationAppropriations of the Senate and House will be provided prior to 
have been or will be notified concerning authorization of this loan.the activity, program, project, country,
 
or other operation to be financed by the
 
Loan. 
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71. App. s 501. Will any loan funds be used 71. No.for publicity or propaganda purposes
within the United States not authorized
 
by Congress?
 

72. MMA s 901. b; FAA s 640 C 72. The Loan Agreement will 
(a) Compliance with requirement that at 

contain a provision requiring
compliance with this requireleast 50 per centum of the gross tonnage m ent.of commodities (computed separately for


dry bulk carriers, 
 dry cargo liners, andtankers) financed with funds made available under this loan shall be transported
on privately owned U. S. -flag commercial 
vessels are available at fair and reason
able rates.
 

(b) Will grant be made to loan recipient (b)to pay all or any portion of such differ-
No.
 

ential as 
may exist bef'ween U. S. and
foreign-flag vessel r,. 

73. Section 30 and 31 of PL 93-189 (FAA of 1973) 73. No.Will any part of the Inan be used to finance
directly or indirectly military or paramil
itary operations by the U.S. or by foreignforces in or over Laos, Cambodia, North
Vietnam, South Vietnam, or Thailand? 

74. Section 37 of PL 93-189 (FAA of 1973); 74. No.App.s. ll. Will any part oi his loan beused to aid or assist generally or in the

reconstruction 
of North Vietnam? 

75. AM, 112. Will any of the funds
appropriated or 75. No.local ct. rencies 
generated as a result of AID assist
ance be used for support of police or

prison construction and administration
 
in South Vietnam or 
for support ofpolice training of South Vietnamese? 
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76. 	 App. a 504 . Will any of the funds 76. No. 
appropriated for this project be used 
to furnish petroleum fuels produced in 
the continental United States to South
east Asia for use by non- U.S. nationals? 

77. 	 FAA of J974 9 901. Has the country 77. No. 
denied its citizens the right or 
opportunity to emigrate? 

78. 	 FAA 9 115. Will country be furnished, 78. No. 
in same fiscal year, either security 
supporting assistance, Indochina 
Postwar Reconstruction, or Middle 
East peace funds? If so, is assis
tance for population programs,
 
humanitarian aid through inter
national organizations, or
 
regional programs?
 

79. 	 FAA § 653 (b). Is this assistance 79. Yes. 
within the country or international 
organization allocation for the 
fiscal year reported to Congress 
(or not more than $1 million over 
that 	figure plus 10%)? 

80. 	 FAA 9 662. Will Rrrangements 80. Yes. 
preclude use of funds for CIA
 
activities ?
 

81 	 FAA § 116. Does the assistance 81. The assistance will
 
directly benefit the needy people? directly benefit the needy
 
If not, does the country engage in a people of the Philippines.
 
consistent pattern of gross violations
 
of internationally recognized human
 
rights?
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U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT 

Manila, Philippines 

Ramon MaSsaysay Center
1680 Roxas Boulevard Telephone: 59680.11 

CERTIFICATION PURSUANT TO SECTION E11(e)
OF THE FOREIGN ASSISTANCE ACT OF 1961, AS AMENDED 

I, GARNETT A ZIMMERLY, the principal officer of the Agency 

for International Development in the Philippines, having taken into 

account, among other things, the maintenance and utilization of 

projects in the Philippines previously financed or assisted by the United 

States, do hereby certify that, in my judgment; the Philippines has both 

the financial capability and the human resources capability to effectively 

maintain and utilize the proposed Local Water Develovment I. 

This judgment is based upon the project analysis as detailed in 

th, T.00.1 Water DeveoDment I Pro.iect Paper and is subject 

to the conditions imposed therein. 

Garnett A. k" merly, Di ctor 
USAID/ Philippines 

Date 92 
Date 

http:59680.11
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-------
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NAIIONALi('ONOMI(' AND I)EVEIIOPMENT AUTIIORITY 
P.O. Box 1116, Manila 

Tel. 59-70.91 
C&0le Addres: NEOAPPOL 

10 March 1976 C__
 
Mr. Garnett A. Zixmnerly
 
Director
 
U.S. Agency for International Development

Ramon Magsaysay Center
 
Roxas Blvd., Manila
 
S i r : 


-


I am forwarding for your consideration the attached
letter dated 4 March 1976 of the General Manager of the
Local Water Utilities Administration (LWUA) regarding a
possible USAID loan of $20 
Million to implement LWUA's
Interim Demonstration Program for the improvement of
the domestic water supply system of 40 to 60 cities/
municipalities in 
the provincial areas in the Philippines.
DIV ACT IFIP
 
"-- " 
 The Program is the second phase of a 3-year Long-
Range Planning and Interim Demonstration Program. 
The
To 
 initial phase, which is the conduct of the long-range
YET-
 planning program involving the nationwide water needs
C__-
 survey of 100 cities/municipalities,

_Ws0 was implemented
for LWUA by the Camp Dresser & McKee International, Inc.
LP - This was 

PER 

financed by A.I.D. under a Letter of Commitment
492-H-03004 in the amount of $170,000 and has already
-6D been completed. 
In anticipation of the implementation
CD / 
 of this second phase, LWUA has initiated the formation of
 
IPA 
 water districts in the subject localities, developed the
FFP methodology -or conducting economic and financial feasi"+R 
 bility studies, the certification program for the water
N--- districts, the Water District Commercial Practices Manual,
 
us and the required staff, systems and procedures to carry


out the Program.
 

The proposed $20 million loan 
 1 cover costs of:
 

1) supplies, materials equipment & 
N construction of water system
~ PE~EOimprovements-$17,500,000 

' MAR.5151'916 2) consultant services $ 2,400,000
VI S AI $0 3) commodities includir.MANILA watertesting equipment, bacteriolo

gical laboratories and training

equipment - ---
 100.000


_______,___T____ -J T o t a 1 - - $20,000,000 
'TION TAR EN 

rATE ANSqWER DW _,

http:59-70.91
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We strongly indorsed this program of LWUA as we
 

find it desirable and in line with the government's
 

current development efforts on the rural scene. We
 

likewise recommend favorable consideration of LWUA's
 

request for a $100,000 U;3AID grant for the training of
 

its staff.
 

look forward for USAID favorable considera-
May we 

We will be happy to pursue a
tion of the request. 


dialogue with you to formulate without delay the Program.
 

Regards.
 

Very truly yours,
 

GERARDO PSICA
 
Secretary of Economic Planning
 

(Director-General)
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CAPITAL ASSISTANCE LOAN AUTHORIZATION 

Provided from: Development Loan Fund 
The Philippines: Local Water Development I 

Pursuant to the authority vested in me as Administrator, Agency for 
International Development ("A. I. D. "1)by the Foreign Assistance Act 
of 1961, as amended, (the "Act") and the Delegations of Authority 
issued thereunder, I hereby authorize the establishment of a loan 
pursuant to Part I, Chapter I, Section 104, and Chapter 2, Title I, 
of the Act, to the Government of the Republic of the Philippines 
(Borrower) of not to exceed Twenty Million Dollars ($20, 000, 000) 
to be made available to the Borrower to assist financing the improve
ment/construction of provincial urban waterworks systems; to provide 
engineering and management consulting services to the Local Water 
Utilities Administration (LWUA); to provide equipment, materials, 
training aids and services to a water analysis laboratory and a water
works training facility; and to provide specialized training in the U. S. 

1. Interest Rate and Terms of Repayment 

This loan shall be repaid by the Government of the Republic of 
the Philippines within forty (40) years after the date of the first 
disbursement thereunder including a grace period of not to exceed 
ten (10) years from the date of the first disbursement. The interest 
on the unrepaid principal balance of the loan shall accrue from the 
date of the first disbursement at the rate of two percent (2%) per 
annum during the grace period and at the rate of three percent (3%) 
per annum throughout the remaining life of the loan. 

2. Currency of Repayment 

Provision shall be made for repayment of the loan and payment 
of the interest in United States dollars. 

3. Other Terms and Conditions 

A. The loan will finance the foreign exchange costs of the 
improvement/construction of provincial urban waterwork system; to 
provide engineering and management consulting services to the 
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Local Water Utilities Administration (LWUA); to provide equipment,
materials, training aids and services to a water analysis laboratory
and a waterworks training facility; and to provide specialized training 
in the U.S. 

Equipment, materials and services financed under this portion
of the loan shall have their source of origin in countries included in
A. I. D. Geographic Code 941 (Selected Free World). The balance
of the loan shall be used to reimburse the Borrower for prior agreed
portions of local currency costs of construction for each waterworks 
system. Such reimbursement is to be through a Special Letter of
Credit procedure with source and origin limited to A. 1. D. Geographic 
Code 000 (U. S. ). 

B. The borrower shall relend the proceeds of this loan to the 
Local Water Utilities Administration (LWUA), the Beneficiary, for
the purposes herein provided on terms and conditions satisfactory 
to A.I.D. 

C. This loan shall be subject to such other terms and conditions 
as A. I. L. may deem advisable. 

Daniel Parker
 
Administrator
 

Date 
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GOP and Other Donor Efforts in Area of Public Health 

The GOP Four-Year Health Plan addresses itself to the following 
priorities: 

I. Reduction of Birth Rate 

2. Control of Communicable Diseases 

3. Improvement of Environmental Health Factors 

4. Strengthening and Extension of Rural Health Service 

5. Programs in Development of Medical Service 

With the exception of the first priority stated above, all are
related to waterborne or water related disease and any contribution 
to the last four priorities is complimentary to the efforts of the 
provincial urban water program. Some of the GOP and other donor 
activities are: 

With the assistance of primarily the World Health Organiza
tion (WHO) the GOP is collaborating in several areas of public
health directly related to waterborne diseases. Gastrointestinal 
infection manifested by the recurren;t outbreaks of cholera,
typhoid, salmonellosis and shigellosis are, to a large extent,
related to poor environmental conditions. WHO has collaborated 
with the GOP in the environmental health field since 1955. 
Technical assistance has been extended for the strengthening of
sanitary services, community water supplies, food sanitation, 
the training of sanitary engineers and sanitarians, reviewing
sanitary legislation and sanitary codes and the preparation of a 
manual for sanitarians. 

The Philippines, Japan and WHO have been collaborating in
cholera research since 1964. WHO contributes consultants and 
grants towards this effort. 

Since 1952 WHO has been assisting the GOP in the control of 
schistosomiasis. Studies have been made in a pilot area of 
Leyte on the epidemicology and therapy of the disease as well as 
on the biology of the snail intermediate host. In 1965 the GOP 
established the Schistosomiasis Control Commission whose task
is to formulate, execute and coordinatc national plans for 
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schistosomiasis control. The present fi-,e-year programme 
supported by WHO utilizes the World Food Programme aid 
as an incentive to reciuiting volunteer workers. 

With funds provided by UNDP, WHO assisted in a master 
plan for sewerage development in the Greater Manila area. 
In association with the Asian Development Bank and UNDP, 
WHO is collaborating in water resources development connected 
with a project involving Laguna de Bay. 

With a. $25 million loan from the IBRD, the GOT? is implemen
ting a very large health services project. It involves the building 
of 210 new Rural Health Units and 12 Regional training centers. 
The GOP counterpart funds in this project are used to rehabilitate 
596 Rural Health Units and the construction of Barrio Health 
Stations to house 2400 new midwivf s who will be trained in Rural 
Health and Family Planning case under the project plus training 
for 2600 midwives, already in the program. This is a five-year 
program in its second year of implementation. 
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Republic of the Philippines 
LOCAL WATER UTILITIES ADMINISTRATION 

PhilComCen Bldg., Ortigas Avenue 
Pasig, Rizal 
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MEMORANDUM for: 

The 	Chairman 
Board of Directors 
All Water Districts 

Subject: Classification of Connections and 
Standardizing Water Rate Structures 

In order to increase the viability of the water district and 
improve its operational performance, it is highly desirable that 
the Board of Directors formally adopt policies for the district on 
sor.'e relevant statements contained in LWUA guidelines issued 
for the purpose. Among some suggestions are: 

"A. 	 Districts should formally define the consumer 
classification of (1) residential, government, 
(2) commercial, industrial, (3) wholesale. 

This is necessary to insure that there is no 
confusion in billing customers and to likewise 
insure that charges are equitable among water users. 

B. 	 No water may be delivered to any user at a rate of 
charge less than that established for residential users. 

This 	will preserve the integrity of your water 
rate schedule and avoid claims of favoritism and 
and grants of special favors to special groups of 
water consumers. 

"-C. 	 Commercial and industrial users may not be charged 
less than 150% of the charge for equivalent service 
to residential users, although for the duration of 
amortization payment 200% is recommended. 

. These classes of water users generally use 
water to promote their trade and hence are 
affluent and can easily afford to partly subsidize 
the low income group. 
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*D. 	 Charges for water service to government entities or for 
use of public faucets paid for by governmental entity should
be the same as for equivalent service to residential users. 

Public faucets and government offices are primary
for poor people and the public service, hence must be 
charged the lowest rate available. 

**E. Monthly water charges to users should be composed of 
at least two components, a basic service charge which
is a fixed minimum amount, and a variable commodity
charge which is dependent upon the periodic quantity of 
water consumed. 

The service charge carries with it a demand factor,based on the size of connection, that will partly subsidize 
the low income group. 

*F. 	 Fixed service charges, to take care of the demand charge,
to users of all classifications should increase in propor
tion to the flow capacity as the size of the service connec
tion and meter increase. 

*"G. The smallest service available should be a 1/2	 11 x 5/8" 
meter whose outlet has been artificially restricted toallow 	a nominal one gallon per minute flow rate. This
should be referred to as a 3/8" connection and should
only be made available to low income residential users. 

This will serve as the basis of rate computation for 
the basic revenue unit. 

)".*H. Prior to 100% metering, any unmetered should beuser 
charged in accordance with the computations given in 
LWUA guidelines for unmetered connection, but it is
suggested that this be not less than 125% of the estimated 
average charge made to the metered user with the same 
size of connection and number of faucets. 

This higher flat rate will encourage metering and will 
account or make up for the wasteful use of water that 
normally characterizes flat rate connections. 
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on Classification of ServiceREFERENCE: *LWUA Guidelines 

Connecti,.ns
 

**LWUA Guidelines on Water Rates
 

If such resolutions are enacted, kindly furnish LWUA a 

certified copy of each. 

CARLOS C. LEADO, JR. 
General Manager 

http:Connecti,.ns
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Assessment of LWUA Institutional Capability 

During the initial two and one-half years of operation, the 
LWUA has developed from a paper organization to an institution 
made up of four functioning Departments with 152 employees. 

The LWUA has responded to the needs of its expanding program 
by an accelerating but controlled increase in staff and performance 
capability. In all aspects of its operations, emphasis has been 
placed on developing standardized methods and procedures and 
numerous manuals have been prepared to assist the LWUA maintain 
consistency in its efforts to upgrade the provincial water systems. 
These include a Commercial Practices Manual, a Technical 
Standards Manual, an Operation and Maintenance Manual and a 
Construction and Inspection Manual. A manual in Water District 
Management will be completed soon and will be available prior to 
the start of the Interim Demonstration Program. 

Comprehensive assistance from a foreign consultant will con
tinue to be needed during the next several years. Assistance will 
be provided by James M. Montgomery, Consulting Engineers, Inc. 
(JMM) as provided for in the JMM-LWUA contract dated July 15, 
1974 and amended on January 1, 1976. The amended contract 
provides advisory services to the total LWUA program, including 
assistance in Institutional Development of the LWUA with special 
emphasis in training and financial operation-,, Institutional Develop
ment of the Water Districts, and Technical Assistance for all 
LWUA Improvement Programs. 

JMM is scheduled to provide four engineers, a resident 
engineer (construction activities), a hydrogeologist, a financial 
advisor and several management advisors to assist the LWUA with 
the Interim Demonstration Program. 

No attempt is made in this paper to describe all of LWU.A's 
past accomplishments or discuss the full range of its capabilities. 
Discussions is concenitrated in those areas which give a fair indi
cation of the magnitude ot LWUA's progress as an institution in a 
relatively short period. As a growing instituton, the LWUA is 
constantly analyzing its own capability to meet the demands of its 
program. To date future planning and early action programs hav6 
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minimized major difficulties. Based on this good "track record" 
it is anticipated that the LWUA will continue with its progressive
policies and develop as an institution capable of managing a program 
of much greater magnitude. 

Specific examples of LWUA's successful accomplishments and 
capabilities include the following: 

A. Technical Department 

1. 	 Design and Engineering Section 

a. Capability to prequalify and retain both local and 
foreign engineering consultants and administer the 
contracts. Four local engineering firms and three 
foreign consultants have been retained. 

b. 	 Capability to review and approve design work by 
engineering firms. Design work has been completed
for six comprehensive improvement projects. 

c. 	 Capability to prequalify construction firms, Contractors 
have been prequalified for well drilling and for five 
comprehensive improvement projects. 

d. 	 Capability to administer constructioc- contracts. Two 
well drilling contracts have been successfully completcd, 
four well drilling contracts are in progress, one 
comprehensive improvement contract is in progress and 
bids have been opened on two other comprehensive 
improvement projects. 

e. 	 Capability to develop and adopt standards. A Technical 
Standards Manual has been completed. 

2. Planning Section 

a. 	 Capability to undertake long range planning. The initial 
phase of a long range planning effort (106 cities) has 
been completed. This was accomplished by Camp
Dresser & McKee International Inc. (CDM) with counter
part assistance from the LWUA staff. 
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b. Capability to undertake compreensive feasibility studies. 

Feasibility studies have been completed oni 13 comprehen

sive projects. Of these, the LWUA counterpart staff was 

actively involved in five of the projects completed by 

CDM and is presently involved in completing the last five. 

3. .Hydrogeology Section 

The LWUA has provided comprehensive training to three 

engineers in the field of hydrogeology by formal training and 

active involvement in well drilling programs and water 

resource investigations. 

4. Field Operations Section 

Field operations to date have included numerous trips 

to the water districts to .ssist with technical ard operational 

problems. Construction inspection activities have included 

conducting two comprehensive pre- construction seminars 
as well as field inspectionfor the contractors and inspectors 

of pipe production and construction work. A Construction 

Inspector Manual has been completed and is in use. Procure

ment procedures and documents have been prepared and 

assistance has been provided to the water districts in 

procuring water meters, pumps, chlorinators, vehicles, 

piping materials, etc. 

B. Loan Department 

Procedures have been completed on implementing loan prog

rams with water districts for both short term and long term loans. 

This includes preparation of standard loan documents and adoption 

of relending rates. Loan agreement have been executed with 10 

water districts. Repayment procedures have been developed and 

collections are being madie. 

Loans for foreign currency have been negotiated with USAID 

and the Asian Development Bank. Loan conditions have been 

satisfactorily met.
 

Prior to the approval of any loan, the LWUA requires a 

detailed analysis of the financial condition of the loan recipient. 

Six detailed financial studies have been conducted to date. These 
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analyses include projecting loan repayment schedules, reserverequirement, operation and maintenance costs as well as waterrate evaluation to determine the financial impact of any proposedloan on the water district's and its customer's ability and willing
ness to repay the loan. 

Expertise has been developed in examining and analyzingwater district financial statements on a monthly basis to monitorthe financial health of each loan recipient. Financial difficulties can be predicted at an early date and allow corrective actions 
to be taken to protect the loan. 

A long range financing plan is being developed to determinethe financial capacity of the LWUA to carry out its improvementprograms. Long range program costs are compared with theavailability of foreign exchange currency as well as local currency. 

The Loans Department investigates the financial conditions ofall prospective contractors to determine their ability to meet therequirements of any project. The financial condition of saidcontractors is compared to criteria established during the pre
qualification procedures. 

C. Regulatory Department 

Well defined and proven procedures have been developed toform water districts. Since district formation is at local option,the procedures include an intensive education effort on thebenefits and requirements of the LUWA program. To date,

30 water districts have been formed.
 

A certification program is being implemented. The programrequires that before any loan is granted, a water district has toqualify for a Certificate of Conformance or a Conditional Certificate of Conformance. The purposes of these documents are toinform the water districts of the LWUA requirements and obtainfirm commitments from the water districts for specific levelsof improvement. Audit teams are sent to the water districts
 
on an annual basis to evaluate district progress.
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A standardized system of commercial practices has beendeveloped, and has been installed in eight water districts. Theinitial installations were conducted by a consultant; however,
the Regulatory Division personnel are now trained in this
 
effort and are installing these systems 
on their own. 

D. Administrative Department 

The most pertinent function of this Department to the Interim
Demonstration Program is Training. Since manpower develop
ment is recognized by the LWUA as one of its most important
functions, training plays an important role in the total LWUA 
program. 

Several programs have already been successfully implemented.
These include: 1) Policy Maker Seminars for the Water Districts,2) Management Seminars for the Water Disricts and 3) Cadet 
Training Program. The training section also conducts the initialscreening of new employees through interviews and testing and
gives orientation seminars to all new employees. 

Three new programs which will be implemented in 1976include: 1) Operator Training, 2) Sanitary Engineering Trainingand 3) Training selected LWUA staff in management of water 
utilities. 
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MEMORANDUM OF AGREEMFNT 

BY AND BETWEEN 

THE LOCAL WATER UTILITIES ADMINISTRATION 

AND 

THE INSTITUTE OF PHILIPPINE CULTURE
ATENEO DE MANILA UNIVERSITY 

KNOW ALL MEN BY THESE PRESENTS: 

This Agreement made and executed in Quezon City,
this_ Philippines
of January, 1976 by and between: 

The Local Water Utilities Administration,at the PhilComCen Building, with principal officeOrtigas Ave.,in this Agreement by its General Manager, 
Pasig, Rizal, represented
 
Col. Carlos Leafio, hereinafter referred to as the LWUA 

- and 

The Institute of Philippine Culture, Ateneo de Manilaa University,research organization that studies local problems of social organization and cultural values, with offices at Bellarmina Hall,Heights, LoyolaQuezon City, represented herein by its Director,Racelis Hollnsteiner, hereinafter referred 
Ms. Mary
 

to as the I. P. C.
 

The parties hereto mutually agree as follows: 

I. SCOPE OF THE AGREEMENT 

A. General Statement 

Upon the request of the LWUA, the I. P. C. will provideresearch services to the LWUA program by undertakingan evaluative study of the health and economic impact ofan improved water 
provincial cities. 

supply system in selected Philippines
The LWUA program which is partly assistedby the United States Agency for International Development(USAID) focuses on the construction of improved water supply 
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systems in selected Philippine-provincial cities. It reflectsthe 	belief, to be verified, that 	its effects will ultimately
have a beneficial impact on the 	health and economic development of the participating communities. The 	most applicable
strategy for the abovementioned - evaluation- study is toascertain the manner and extent to which improved watersupply affects community welfare. In brief, the following
will be considered in undertaking the study, which isexpected to over arun period of four years starting 1976. 

assess1. To the health and economic impact of the new 
water supply on the city populace within the area of 
coverage, over a four-year period; 

To give special attention2. 	 to the water supply system
 
impact on 
certain groups, namely: 

a. 	 the marginal slum and squatter areas (where
community rather than individual water connections 
will be likely); 

b. 	 the economically mixed areas (whose low and lower
middle income families residing in higher quality
structures and surroundings allow for more 
individual house connections); 

c. the pre-school children in terms of health benefits, 
and 

d. the women in terms of their changing development
contributions both at home and in outside work areas. 

3. 	 To ascertain in general sense other results of the newwater supply system on the broader institutional areas
of city life, for example, commerce and 	industry; 

4. To determine the performance levels of the water supply
system in terms of quantity and quality of directly
planned physical and service outputs. 

The 	whole study, which will run for four years, will bedivided into four phases in a "before-after" comparative
study design. These are 	indicated hereunder. For this 
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particular agreement, however, only the first two phases

(I and II) are covered. 
 Phases III and IV will be undertaken 
and covered under another Memorandum of Agreement to 
be entered into in the future, probably upon completion

of Phase I. A brief description of the four phases follows:
 

I. Preparation of the research design 

A full research proposal or research design will be
developed based on a review of the existing information,
statistical and descriptive, of the provincial target
city(ies), and the available literature on the relation
of water supply systems to people and community welfare 
giving significant attention to valid measures of impact
and meaningful categories of investigation. Further, 
it will entail field reconnaissance trips to the five
provincial cities listed as potential survey siteL and 
to the five cities to be chosen as possible control sites. 
During this phase, construction and pretesting of inter
view and observation schedules for Phase II will be 
undertaken. The detailed research design herein
mentioned will focus on and include the sites finally
selected after the ocular inspection mentioned above,
the interview and observation schedules, the work 
plan and the budget estimate for Phase II. 

If. The baseline survey 1976 

A baseline survey of the experimental and matched 
control sites in one or two cities will be undertaken. 
This will entail an assessment of the situation before
the installation of the water supply system through a
sample survey of households in the experimental and 
control cities taking into consideration the special
sample groups; a measurement of the state of broader 
institutional areas; and a check-off of performance 
levels of the existing water supply systems. 

An important feature of this phase will 1e the coding
and data storage processes to ensure inaximum retrieval 
for comparison purposes in the 1979 reevaluation study. 
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Along with the final report of the baseline survey
hereinmentioned, which will indicate the situation of 
the people and communities involved in the experi
mental and control sites, will be a presentation of 
the Phase III design. This design will include a 
description of the guidelines, recording procedures, 
supervisory-administrative activities entailed, a 
tentative work scha,ile and project budget estimate. 

III. Interim monitoring, 1976-79 

Significant events and changes in the community which 
might later be associated with the impac measures of 
the water supply system will be documented and 
recorded. These activities will be undertaken 
immediately after the &;aselinesurvey (1976) and 
before the evaluation restudy in 1979 is conducted. A 
small staff of local residents to be trained and super
vised by the IPC will carry on these monitoring 
activities. They will keep track of the progress of 
the water system installation and related events at 
various stages. This participant-observation approach 
is expected to allow more meaningful explanations as to 
why certain results shall have or shall have not emerged 
in 1979. Further, it will indicate any fluctuations in 
response during the interim period. 

A report on the monitoring phase will show the major 
trend of activities and events and will introduce the 
manner by which the reevaluation study will be conducted. 
This report will also include a rough budget estimate and 
work schedule for Phase IV, the follow-up evaluation 
survey.
 

IV. Follow-up evaluation study, 1979 

Using the same survey and other forms of investigation
undertaken in the baseline survey (Phase II), a follow-up 
evaluation survey will be conducted in 1979 in the 
experimental and control cities. It hopes to reveal the 
effects which shall have been presumably felt in the 
community three years after the installation of the 
new water system. The final report of the study 
(covering all the phases) will stress the impact both 
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B. Specific Tasks 

The specific tasks covered by this agreementtake Phases I and II of the study 
are to under

period of one over an accumulatedyear (Phase I - 4 months, Phase II - 8 months).The tasks in each phase are as follows: 

I. Phase I. Preparation of a research desin 
To designa. a specific research proposal that willbe used for Phase II, based on a review of theexisting literature and field visits to the proposedresearch sites as described in Phase I description

in item IA. I above. 
b. To submit to the aLWUA draft research proposalin five (5) copies in typescript at the earliestthree months or no later than five months afterthe execution of this Agreement, or at a datemutually agreed upon by the LWUA and the IPC.The LWUA 

IPC within a 
shall return this draft proposal to theweek's time after receipt thereof,with comments, if any.

necessary revisions, 
The IPC shall make the 

proposal in five (5) 
if any, and submit the finalcopies in typescript within aweek after receipt of the LWUA response. 

2. Phase II, Baseline 1976survey, 

a. To conduct a baseline survey in one or two citiesbased on the specifications presented in theresearch proposal designed and approved in
Phase I. 

b. To submit an administrative progress report(in three copies) immediately after completion ofdata gathering, indicating significant situationsencountered in the field and a brief descriptionof how the data will be analyzed. 
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C. 	 To analyze the data gathered in this phase focusing 
on the impact of the installation of the water supply 
system focusing on the two main concerns, namely 
health and economic results. 

d. To submit a brief substantive progress report
(in three copies) on the project showing some 
preliminary results of the data analyzed or where 
so requested and indicated earlier by the LWUA, 
preliminary findings on priority areas under 
negotiation. 

e. 	 To submit a draft of the final report (in three 
typescript copies) of the study at the earliest 
6. 5 months after the start of Phase II or at the 
latest 7. 5 months after or at a date mutually
agreed upon by LWUA and the IPC. The LWUA 
shall return this draft to the IPC within a week's 
time after receipt thereof, with comments, if any.
The IPC shall make the revisions reasonably 
called for and submit in mimeographed form 
ten (10) bound copies of the report within a period 
of three weeks after receipt of the LWUA response. 

WORK PLAN TIMETABLE AND COVERAGE 

The work plan and coverage specified in Section I. B. of this 
Agreement will be carried out by the 1PC for an accumulated 
period of one year, allowing four (4) months for Phase I and 
eight (8) months for Phase II. Inasmuch as Phase II is 
dependent upon the results of Phase I, the launching of Phase II 
will be done only after the LWUA's approval of the research 
design resulting from Phase I. 

The coverage of the study will beTacloban City and possibly
another city. Cagayan de Oro City is likely to be chosen as 
the 	second experimental city; however, Bacolod, Davao, and 
San Pablo cities may be considered as alternate second-city
possibilities. The final choice of the area coverage shall be 
subject to discussion by the LWUA with IPC. The discussion 
shall be relayed in writing by the LWUA to the IPC before the 
launching of Phase II. 
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A. Project Cost 

The preparation, survey,involved in the study either for one 
and other research activities 

as specified in Section I. B. 
city or for two cities 

at a 
above will be accomplishedtotal fixed price as indicated below: 

One-city Two-city
Survey_* survey**


Phase I 
Phase II 

P 2 4,970 P 34, 612 
103,623 165, 738 

Total 

plz8,593*** 10200, 350***
 

*Tacloban City
**Tacloban city and another city***The breakdown of the budget is shown in the attache-. 

schedule. 

Provided, however, that inasmuchupon the results of Phase I, 
as Phase II is dependentthe fixed cost hereinstated forPhase II will be subject to review afteremerge for possible increase Phase I results or decrease. Provided further,that in view any change in the budget after aby the IPC, revision of the 

thorough reviewa 
duly negotiated, Phase II fixed-price shall bethe results of which will bemutual agreement in writing to this 

covered by a 
effect and will beconsidered part and parcel of this Agreement. 

The total price of the study hereincoverednotis subject to any contractor's by this Agreement
tax. A Taxpayer's certificate will be issued upon acceptance of this Agreement bothby the LWUA and the IPC and prior to its notarization.This Certificate is to form part and parcel of this Agreement. 
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ASSESSMENT OF WATER DISTRICT INSTITUTIONAL CAPABILITY 

During the initial three years of LWUA operations, 30 water districts
have been formed. The degree of institutional development of these
districts varies. Many districts have made considerable progress while
others have virtually stood still. The degree of development generally
reflects the capability of the key staff members of the water districts,
and its Boards of Directors. In recognition of the importance of having
motivated and qualified personnel involved in water district operations,
the LWUA is taking a more active role in promoting high standards,
modern screening methods and competitive salary structures for all water
district personnel. At the same time, LWUA training activities are being
expanded to meet the obvious need. 

The status :f water district institutional development is summarized 
as follows: 

1. GENERAL 

The Districts are to a great extent removed from local politics.
Even though the boards are appointed by the local mayors or governors,
the boards seem to have developed allegiance to the water systems
and have in many instances opposed the wishes of other government
agencies to protect the best interests of the districts. 

Most districts seem to have developed an identity of their own. 
From interaction with other districts at various meeting and as a
result of LWUA's training efforts, the districts seem to recognize
the important role they are to play within their community. The 
managers and board members are generally well known and active
within their communities and are able and willing to promote their 
district and its programs. 

All the districts have qualified for a Conditional Certificate
of Conformance issued by the LWUA. These have been issued as
 
evidence that the districts meet 
certain initial standards and have
programmed certain improvements to achieve required higher levels 
of development. 
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2. FINANCIAL MANAGEMENT 

Comprehensive commercial practices and management
information systems have been developed by the LWUA. The new 
systems have been installed in eight districts and installation is 
continuing at a rate of one per month. The new systems greatlyare 
improving the district's ability to control their total financia! 
structure, particularly the billing and collection efforts. It is not 

a excess 
efficiency, where in the past it would be on the order of 30-40 
percent. The new reporting systems also provide the Manager and 
the Board of Directors timely financial information which allow 
early recognition of problem areas. 

uncommon now for district to achieve in of 80% collection 

A recent LWUA program requires the water districts to 
prepare and submit 10-year projections of cash flow. This forces 
the districts to calculate anticipated future water rates and plan 
for realistic rate increases well ahead of revenue requirements. 
Four districts have prepared such plans acceptable to the LWUA. 

The overall financial condition of the water districts varies 
from very poor to excellent. The key factor is the willingness
of the district management to collect water bills. Where the district 
management has taken hard-line approach,a the results have been 
extremely promising. Another factor is the willingness of the 
district boards to raise water rates to realistic levels. The most 
common argument against diligent collection efforts and higher water 
rates is the present very low level of service in many of the districts. 
Some districts would rather improve service prior to making a real 
effort at collecting bills and increasing rates. 

3. PERSONNEL MANAGEMENT 

District Board members have, in the majority, developed a 
healthy attitude relative to board-manager relationship. Some 
members still attempt to "run everything" and make all decisions 
on a personal and a case-by-case basis, but the majority seem to 
realize that the establishment of sound policy to be implemented 
by management is more effective. 

Delegation of authority is slowly taking place throughout the 
district heirarchy whereas in the past literally all decisions were 
made by one individual. As an example, district managers may 
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approve purchases up to some limit without the approval of the
board, heads of commercial departments may adjust water billswithout the manager's approval, and storekeepers may requisition
replacement items without further approval when stores get low. 

Many managers are making sincere efforts to surround themselves with competent, hard working supervisorial personnel. This
is often difficult due to the ingrained culture which places more
importance on the maintenance of smooth interpersonnel relation
ship rather than risk confrontation. 

The LWUA has developed and made available to the districtssample job descriptions, desirable salary rates and personnel rules
and regulations. These have in some cases been adopted as submitted,
sometimes revised and adopted and in some cases totally ignored.
Overall, however, the trend is towards a more organized and logical
approach to personnel management. 

4. PHYSICAL RESOURCES MANAGEMENT 

To date the major emphasis of the LWUA program has been onimproving the quality of the personnel at the water district level andimproving the district's financial position. The theory being that
well qualified and motivated people with financial resources can 
resolve the remaining district problems. 

Since no major physical improvements have yet been completedas part of the LWUA program, practically all the districts have
serious physical resour-e deficiencies which minimize opportunities
for significant improvement of service to the customers. 

At the five pilot water district and several other districts whichhave received more concentrated assistance from the LWUA some
improved capability has been developed, particularly in operation ofthe existing facilities. Water production can now be measured moreaccurately and the efficiency of the machinery determined. These
districts are also more aware of the water quality aspects of water
supply and disinfection capabilities as well as quality monitoring

has improved.
 




