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INTRODUCTION

The evaluation study focuses on critical factors that
impact on the successful accomplishment of project objectives.
Specifically, this study focuses on the appraisal of the
financial planning and financial resource administration
processes of the USAID and GOP inputs as provided for in
the project agreement. Since resources flow from the national
level through the Ministry of Local Government and Community
Development to the city and to the Barangay, this report
was structured to cover the functional aspects of budget
and financial administration including processés and linkages
between:

a) MLGCD and CDAP

b) CDAP and the RSC cities

¢) RSC cities and the Barangays

Thls report provides for:

1. An assessment of the Internal organization and
processes of budgeting and management at all levels;

2. A review of the current status of accounts or
fund utilization}
3. Analyses of problems or constraints to the flow

of resources; and
i, Recommendations for strengthening the various

processes and lmprovements in the flow,



ASSESSMENT OF INTERNAL ORGANIZATION AND
PROCESSES OF BUDGETING AND MANAGEMENT

The flow of financilal resaurces begin with the
preparation of the budget proposal by CDAP, Thils then is
submitted to PDAP whereby PDAP collates the budget proposals
of the three othggfé§:jects under its umbrella, PDAP, in
turn, submits a budget proposal to the Ministry of Local
Government and Community Development which collates the
proposals of all agencies under it. The Budget for the
Ministry 1s submitted to the Ministry of the Budget for
Review.

One aspect of the review process by the Minlstry
of the budget includes looking at compliance with agreements
made with International agencles and the extent to whilch
the proposals aré in consonance with those stipulated by the
agreement. The reviewed budget 1s submitted to the IBP for
approval and incorporation in the General Appropriations Act.

Based on approved appropriations,'the agency 1s
to prepare a schedule of quarterly releases requested and
releases are made on the basis of such. Budget releases
for the CDAP Prggram have been criticized as not having
"been up to expectation"l, Judgments have been made on the
basls of what has been released vs what has been requested
or what has been releaéed vs what has been stipulated by

the Project agreement.

lMayfield Evaluation



The analysis here attempts to show that the
problem has not been so much as lack of funds as it is of
the inability of cities to absorb immediately the financial
stress Implied by its participatlion in the Program compounded by
the inability of CDAP to efficiéntly deliver the inputs
required to effectively carry out the objectives of the
Program.

The problem proceeds from a misconception of the
intent of the original agreement of how much inputs the
Natlonal Government is to provide the Program,

Exhibit 1 shows Budget requests and budget releases
for the CDAP Program in 1978 and 1979.

On the assumption of a P500,000 Fixed Amount
Reimbursement for soclal action projects for each of 5 citles
in 1978, CDAP requested the amount of P5,116,000*:be
released, P223,000 for seed money and P4,348,000 for
reimbusements, In 1979, the request for the same purpose
was P5.5 million, P825,000 for seed money and‘Y4,675,000
for reimbursements. The flnancial schedule attached to the
Project agreement, apparently implied a one-time F500,000
grant to each of the citles, The amount programmed for
reimbursement of social action projects for each of the
vears 1978 and 1979 was only P2;M52,600. There was,therefore,
no reduction of the amounts allocated for SAP in 1978 and

1979, amounts stipulated by the Project agreement were-

simply being complied with.



CDAP BUDGET REQUESTS AND RELEASES

Budget Requests:

Exhibit 1

Current Operating Expenses

Personal Services

Project Activities
(Surveys & Training)

Suppllies and Materials

Equipment Outlay

Sub-Total

Capltal Outlay

1. Reimbursement for SAP

2,

3.

Seed Money

EPL Reimbursement

Sub=-Total

Total Budget Requests

1978 1979 1979
Original Revised

P 184,900 P 126,400 P 402,050
433,000 493,000 1,841,800
60,000 83,000 150,000
8,000 40,000 630,200
P 686,900 P-'742,400 P3,044,000
74,347,800 P4,675,000 #3,909,.300
767,200 825,000 690,000
3,000,000 3,200,000 P2,800,900
8,115,000 P8,700,000 P7,399,000
8,801,900 P8,700,000 P7,399%000

Ll
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Exhibit 1 (Con't.)

Budget Releases

Current Operating Expenses

% of budget request
Capital Outlay

1. Reimbursement of SAP
2. Seed Money

3. EPL Reimbursement

Sub-Total

% of requests

Total Released

% of Budget Request

P 686,900
(100.0%)

P 26,019
163,818

400,000

¥ 589,837
(7.3%)

P1,276,737
(14.5%)

P 748,400
(100.0%)

 P1,013,273

171,246

400,000

P2,402,519
(27.6%)

P3,144,914
(26.8%)
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The release of F3 million in 1978 and F3.2 million
in 1979 fer equlpment pool loan reimbursements was also made,
The Project agreement stipulated only P1,278,000 for equip-
ment pool loan reimbursemnts for each of these years,

Allocations for capital outlay for 1978 and 1979
had to be limited to the amounts stipulated by the contract.
The requests for capital outlay in the amounts of ?8.1
million in 1978 and P8,7 million in 1979 could not have been
approved by the Ministry of the Budget.

The table shows that actual releases for current
operating expenses were equal to the amounts requested in
1978 and in the original request for 1979. The releases for
capital outlay were indeed very low compared to the requested
amounts which accounts for the low proportionc of total
released to total requested.

But even 1f the requests for releases for
capltal outlay were limited to the stipulated amounts in the
contract, releases for capital outlay had to be made on the
basis of actual projects being undertaken and completed.

Seed money 1s to be released upon presentation of authorities
to proceed for proposed projects, reimbursement for social
action projJects and equipment pool loans are to be released

only upon completion of the projects through cash disbursement

celllings.
Actual releases for capital outlay in 1978 and 1979

were low because:



1. Requests for seed money amounted to only F163,818
in 1978 and P171,246 in 1979;

2. Only 2 requests for reimbursement were forwarded
tbtalling P26,019 in 1978 and ' s proJects totalling P1 million
in 1979; o |

3. Only one request for EPL reimbursement was made
in 1978 in the amount of PU00,000 and three in 1979 totalling -
P1,200,000

One of the problems “or kenstraints to the flow
of resources ha the financlal capablity of cities to undertake
projects of the magnitude provided by the Program,

Inasmuch as the program operates on a fixed amount
relmbursement scheme, participating clties have to advance
operating funds to complete the project before reimbursements
can be made, Amounts to be spent, therefore, for the imple-
mentation of social action projects and for equipment pool
development have to be incorporated in the citles agsgual
budgets. This means that an estimated amount of P625,000
for soclal action projects have to be appropriated each year
and P400,000 for equipment pool construction once during the
three-year perlod, if the city 1s to take full advantage of
the reilmburseable amounts provided,

Considering that increases In locally generated
funds have been barely sufficient to cover for the increasing
costs of government administration (including increased cost

due to participation in CDAP, 1.e., cost of training, additional

staff requirements, organization of the poor, barangay surveys,

0

ete,) difficulties of appropriating the amounts in the



budget ( particularly in the first year of participation)
ardse.

The logical source of appropriations for these projects
would have been the 20% development fund authorized by P.D. 144,
Have funds been made available for the projects from these
source in the first year of project implementation, cash
flow difficultles would not arise, Relmbursements for the first
set of projJects could be used for the implementation of the
next year's set of projects, But the 20% development fund
has been eyed by most national government agencies as the
source of funding for projects in the citles requiring local
counterpart funding. These funds are almost eaten up by
appropriations required for Barangay Prigades, BLLSS projects
of the Ministry of Human Settlements, nutrition projects of
the Nutrition Council, family planning projects of the Population
Commission, etc, Then there is the problem of the city
that participates not only in the CDAP Program but also the -~
other PDAP speclal programs--RRP, RPTA, and BWP--all requlring
the citles to advance funds for projects that will be later
reimbursed,

Since potential relmbursements are legitimate anti-

cipated income for the city and may be reflected in the budget
to partly offset the appropriations regquired to implement
soclal action projects or equipment pool development, some

cities did Just that and got the required amounts appropriated

in the regular annual budgets. This,however, did not



prevent cash flow difficultlies from arising, since these
are revenues that are not to be recelved until the proif%&:r
1s completed, Whatever revenue 1s collected by the cityAis Aowatsr~
first used to meet the costs of government administration,
i.e., persombel and mainteﬁénce and operating costs. HReleases
of funds for projects not covered by appropriations from
the 20% development fund are made only when commitments for
personnel and necessary maintenance and operating expenses
have been covered by the amount of revenue collected. The
seed money concept that was precisely designed to avoid
financial difficulties in getting projects started has not
worked in practice since they were hardly made available
at the time needed., It has also happened, in the case of
funds having been appropriated in the budget that at the
time funding becomes available, authorities to proceed for
the projects have not come. The results have been: (1)
the avallable funﬁ wepe diverted to other expenditures or
other proJects resulting in financial difficulties when the
authority to proceed for a SAP project eventually o&me®¥; or
(2) projects :Z:Jstarted without the corresponding authority
to proceed which 1s why some projects have managed to ggtish
finished on schedule and for which the authorities to proceed
had te~be antedated to quallfy for reimbursement.

In some cases where appropriatéons have not been
made 1n the regular budget, these were incorporated in

supplemental budgets as funds became ag§ailable. But, as the
number of supplemental budgets passed in a given year somehow

reflects on the planning efficiency of local governments, g@



treasurers are reluctant to propose the enactment of sup-
plemental budgets. The perrenial "no funds avallable" reason
is given. There 1s a limit therefore to how many projects

can find thelr way 1n supplgmentai budgets and unlesé reim-
bursements can be made avallable, the enactment of sup-
plemental budgets for appropriations of soclal action projects
are made difficult to come,

Exhibit 2 roughly indicates how much cities have
been able to appropriate for social action projects and
equipment pool construction either in the regular budget
or in supplemental budgets during their f{irst year of projJect
implementation. The three cities with no projects in 1978
and 1979 were excluded in the analysis., . .. .

It will be noted that no city has been able to
appropriate P625,000 for social action projects in the first
year of Iimplementation at the same time appropriate for
the equipment pool development. More worthy of note is the
fact that even as ciltles like Butuan, Puerto frincesa and
Cagayan de Oro have been able to appropriate as large amounts
as Iindicated, completion of these projects were not accomplished

within the yea%}ndicated. Cash flow difficulties compounded
by other difficulties relating to first-year requirements

have impeded the city's capacity to implement and complete

projects in the first year of participatioe{gmounting to the\

appropriations méaé.Q




Exhibit 2

FIRST YEAR PROJECTS AND STATUS OF COMPLETION

Cities

1. Cagayan de Oro

2. Dagupan

3. Puerto Princesa

L, Roxas

5. Naga

By Busnan

7. Calbayog
8. Lipa

9. Legazpl
10. Olomgapo
11. Batangas
12. Lucena

13, Zamboanga

X - completed in the same year

In the case of Butuan, whille it has been able

complete the construction of the equipment {ppl, 1t has

been able to complete two projects with a total cost of

#£110,000. On the other hand, Puerto Princesa has been

Appropriated Amounts Completed Projects
SAP EPL SAP  EPL
P323,650 ~hPh00,000 ?323,650
- 400,000 X

247,060 400,000 214,000

156,080 400,000 -

254,000 - -

339,800 400,000 230,000 X

100,000 - -

150,000 - 150,000

125,000 - 125,000

200,000 - -

57,000 - 57,000

40,000 - 40,000

230,527 - -

to

not

able

V%



complete 6 projects with a total worth of P214,000 while
Cagayan was able to complete all its 5 projects amounting to
P323,650 at the expense presumably of delaying their EP
construction., It will also be noted that Puerto Princesa
appropriated only FlGM,odb for one project while Cagayan
appropriated only P10,800 for projects the following year
even with its recelpt of reimbursements. Efforts were -
apparently put into the completion of thelr equipment pool
construction. The other cities have lower appropriations
and lower amounts of completed projects. One city, Dagupan,
was not able to appropriate any amount for SAP the first
year but was able to appropriate the amount for equipment
pool construction and to finish the implementation of that
project.in the same year.

The reimbursements for first year projects have
apparently helped the citle:r in its second year of implemen-
tation in one or several of the following ways: (1) increas-
ing appropriations for social action projects; (2) enabling
appropriations for equipment pool construction and actual
implementatlion of such since appropriations for SAP are
augmented by reimbursements; (3) facilitated the completion

of uncompleted projects; and (5) facilitated the start as

well as the completion of new projects.



REVIEW OF CURRENT STATUS OF ACCOUNTS
OR FUND UTILIZATION

Per sixth amendment of June 30,1980 of the original
GOP/USA project agreement -of March 1978, the Republic of the
Philippines is to make avallable the equivalent amount in
pesos of $6,396,000 over the period 3978-1989 for the CDAP/
RSC project. Of the amount, $5,240,000 is to be allocated
for loans/grants to cities, $1,010,000 for CDAP office and
support and $J46,000 as a NEDA trust fund,

This review will cover only the current status of
accounts of the loans/grants to cities becauée of difficulties
in segregating actual expenditures for CDAP office and support
for the years 1978 and 1979.

of the $5,240,000 (P39,300,000) for loans/grants to
cities only P33,647,200 have been programmed to date. The data
is given in exhibit 3.

Equipment Pool Loan Reimbursement

Each of the 16 cities participating in the program
are qualified to avail of the P400,000 equipment pool loan
reimbursement. The loan is a no-collateral contract payable
in ten years, bearing a 4% interest per annmum computed at
the lowers remaining balance and with a grace perlod of one
year. The loan covers phase I of the Equipment pool Develop-
ment plan which includes essential building and related

‘facilities. The city selects that portion of its EPDP which



Exhibit 3

PROGRAM OF EXPENDITURES FOR LOANS/GRANTS TO CITIES

Equipment Pool loan Reimbursement
16 cities at P400,000 €@

Reimbursements for Soclal Action
Projects

1978 - P2,452,600

1979 - 2,452,600
1980 - 8,000,000
1981 - 8,000,000

Relmbursement for Social Action
Tralning

16 clties at P10,000 @

Reimbursement for implementation

of Road Network Development Planning

1980 - 9 citles af P30,0008
1981 - 9§ cities at P50,0008

Relmbursement for soclo-economilc
survey and computerizatlion

1980 - 16 cities at P15,0008

1981 - 16 citles at P50,0008
Augmentation Funds

1980 - P2,461,000

1981 - Y2,H61a000

Total Amount Programmed

Unprogrammed Amount

Total for loans/grants to citles
per project agreement

¥ 6,400,000

20,905,200

160,000

720,000

540,000

4,992,000

?33,647,200
5,652,800

¥39,300,000



it wishes to construct with loan funds. The city obtains
the loan for reimbursement of the completed project upon
certification of compliance with agreed plans and specifica-
tions.

To date, only the amdunt of F1.6 million has been
expended for equipment pool loan reimbursements, although
substantlal amounts have been programmed each year by CDAP,.
Only four citiles (Dagupan, Cagayan de Oro, Butuan and Pureto
Princesa) have so far avniled of the loan reimbursement.
While 8 cities have submitted loan applications to CDAP, the
expended amount is likely to increase to only P2.4 million
before the end of the fiscal year with two more cities
(Legazpl and Roxas) possibly being able to complete their
respective projects and getting thelr reimbursements., One
other city (Lipa) which equipment pool project 1is on-going
.expressed intent to waive 1ts allocation. One other city,
Olongapo, has 1ts appllication awalting approval., Two Citles
(Batangas and Naga) which previously waived its allocation
now along with five other cities have expressed intent to
avall of the reimbursement allocation. Actual loan reim-
bursements are not likely to be made until next year tho!',
The amount of P2.8 million for EPL reimbursements have been
appropriated in the 1981 budget.

In effect, the proportion of the total allocation for
EPL reimbursement is liketly to reach a maximum of only

81% since total expended amounts for this purpose is likely

to reach a maximum of P5.2 million omly.



Social Action Projects

While existing documents relating to appropriations
for social action projects almost invariably state that each
city was to be provided a fund of P500,000 yearly from the
time of entry of the city into the program for city social
action projects, yet, the financial schedule for project
funds attached to the signed project agreements stipulate
the intent to provide each city only one 500,000 allocatlon
for the whole 1life of the project. The original financial
schedule programmed only the amount of P7,356,000 for the
three-year 1ife of the program and this amount was for 15
cities. A decision was later made to take in one more city.
The amonnts programmed in said flnancial schedule required
the release of the amount of P2,452,600 for each of the years
1978 and 1979. The financial agreement was amended in 1980
and to reflect the intent to give each city the F500,000
allotments per year, the amount fdr loans/grants to cltles was
increased. This enabled the amount of P8 million to be
programmed for each year of 1980 and 1981.for social action
projects,

The decision to distribute the P2,452,600 programmed
for 1978 to 10 cities instead of 5 may not have been at all
unjustified. With the voluminous first-year requirements, 1t
was not likely that any city would have been able to organize

for any more projects than it had been able to,



1978

Projects

Projects

Exhibit 4

STATUS OF FUND UTILIZATION FOR
SOCIAL ACTION PROJECTS

submitted for Review

issued AP

Seed money Released

Projects completed to date

Projects
Projects

Projects

1979

Projects

Projects

Reimbursed
Reimbursements in Process

s8till on-golng

submitted for Review

i1ssued AP

Seed Money Released

Projects
Projects
Projects

Projects

1980

Projects

Projects

Completed to date
Reimbursed
Relmbursement in process

still on-going

submitted for review

i1ssued AP

Seed Money Released

Projects

Projects
Projects

Projects

completed to date
Reimbursed
Reimbursements in Process

on-going

Number

18
18
15
17
13

2

1

32
27
17
23

b

106
67

59

Amount

163,818

y

843,432
58,150
41,650

P1,886,455

171,246

213,860
924,899
576,450

3,602,498

31,664

153,000

62,040

3,355,794

P1,107,050 (FAR)

(FAR)

(FAR)



Exhibit U4 (Con't)

1978 - 1980

Projects submitted for Rgview
Projects Issued AP

Seed Money Released

Projects completed

Projects Reimbursed

Projects Reimbursement in Process

Projects on-golng

112
Ly

4%
tA |

0

ot

76,596,003 (FAR)

< 366,728

1,210,292
1,045,089
3,973,894

e



In fact, only slx citles were able to organize themselves for
SAP that year and the total reimburseable amounts for the
approved projJects of these cities hardly reached thier
allocated amount of P245,260.

Eighteen projects with a total fixed amount relmburse-
able of P1,107,050 were submltted that year which were all
issued authorities to proceed. Thes amount represents what
the Ministry of the Budget would have been able to release
for soclal action projects that &ear,.and represents only U45%
of the amount allocated. Of the 18 projects, only 13 projects
were completed that year, two other projects were completed
in 1979, and one project remalns uncompleted to date.

A total of P1,007,250 have been released representing
91% of the amouht to be released that year. A breakdown shows',
that P163,818 was released in the form of seed money and
P843,432 in the form of subsequent reimbursements. The amount
of P99,800 is still to be released, P58,150 for two projects
whose relmbursements are in process and PRl,éSO for a project
that 1s still on-going.

In 1979, only I out of 16 cities submitted 32
projects for review. 27 projects with a total of only
71,886,455 were issued authorities to procedd. This amount
represents only 77% of the total amount allocated for SAP
that year. This amount could have been increased to rz,oas,u55
or 85% of the amount appropriated had one project with a

total FAR of P200,000 been approved that year. The project

was . approved the next year,



Of the total amount (P1,886,L455) to be released,
only the amount of P385,106 or 20% has so far been released
(P171,246 as seed money and P213,860 as subsequent reimnurse-
ment for ¥ projects). The amount of 1,509,349 remains to
be released, P924,899 as subséquent reimbursements of projects
completed and P576,450 8or still uncompleted projects.

¥Yor 1978 and 1979, therefore, of a possible P4.9
million appropriations, only 61% could have been released,
representing a total estimated amount of P?3 million fixed
amount reimbursements of 45 projects, Of the P3 million,
an estimated total of Pl.4 million has been released (¥335,000
in the form of seed money and P1.08 million in the form of
subsequent reimbursements). An estimated total of F1l.6
million remains to be released, Fl million of which are for
completed projects whose reimbursements are being processed
and P.6 million for reimbursement of uncompleted projects.

In 1980, the amount of P8 million has been approp-
riated for soclal action projects for which cities are
allocated P500,000 each., A total of 106 projects have been
submitted of which only 67 have been issued authorities to
proceed. Total fixed reimburseable amount for these 67
projects is P3,602,498 or 45% of the P8 million appropriated
amount. Only P31,664, less than 1% of the total FAR of
proJects approved have so far been released as seed money.
Subsequent reimbursements amounting to P153,000 have been made

for six completed projects. Reimbursements of two other

projects completed are in process amounting to P62,040,



There are stilll 39 projects awaiting authorities to proceed
and 559’. of the P8 million appropriation still have to he
programmed,

To date, therefore, over the three-year period,
1978-1980, a total of P12.9 million has been appropriated
for soclal action projects. Only 112 projects with a total
FAR of P6.6 million have heen so far approved representing
only 51.1% of the appropriated amount. Utilization of the
appropriated amount could still be improved to 85.2% if the
total appropriated amount of P8 million for 1980 1s used up
before the end of the fiscal year., Of the total possible
release of P6.6 million, about 24% or P1.58 million have
been released, P366,728 in the form of seed money and P1.2

million in the form of subsequent reimbursements for 2%

completed projects. There are 49 completed projects awaiting

reilmbursements totalling Pl million representing 15.8% of
the total possible release todate, A larger proportion of
the amount (60.2%) or an estimated P4 million are for

projects that are still to be completed thls year.

Reiraouraemznts for Soclal Action Training

Each of the 16 cities participating in the CDAP
program are entitled to a maximum of P10,000 reimburseable
amount for social action training. This means that PF160,000

of the estimated P39.3 million programmed for loans/grants
to citles are to be used for this purpose. To date, eleven
of the citles have each received their P10,000 reimbursement,

Five citles, namely Cagayan, Butuan, Dagupan, Zamboanga and

L



General Santos have not yet recelved thelr allocations. The
amount of P50,000 for this purpose is therefore yet to be

expended.,

Reimbursements for Implementation of Road Network Development

Planning

A pllot study is belng presently undertaken in the
City of Angeles for the implementation of Road Network develop-
ment planning. The program seeks to assist nine clties in
financing the preparation of a Road Netwirk Development Plan
in thelr respective localitlies. Each of nine cities are to
be allocated P30,000 for 1980 and P50,000 for 1981. To date
the project is being implemented in only one c¢clty and disburse-
ments for this purpose to any of the cities have not been

made,

Reimbursements for Socio~economic Survey and Computerization

To assist cities in the financing of a socio-
economlc survey required for the development of a comprehen-
slve development program for the c¢ity, the Program is
allocating the amount of P15,000 for each of the citles in
1980 and P50,000 in 1981 to reimburse expenses incurred
for the conduct of such survey. Computerlization of the data
1s also golng to be undertaken and technlcal assistance is

presently being provided some of the cltles to speed up

collation and analysis of the data.



Augmentatlion Funds

The amount of P2,461,000 has been programmed by the
Ministry of the Budget in 1980 to be used to subsidize
depressed cities not participating in the CDAP Program to
enable them to benefit from the CDAP program glving priority
in such augmentation to Regions II, VII and XII, subjJect to
sec. 40 of P.D, 1177 and in compliance with the conditions
of the USAID Agreement. Since per National Budget Memorandum
No. 13, issued by the Ministry of the Budget on February 28,
1980, to implement the provision of LOI 981 directing the
realignment of government resources, all agencles are to iden-~
tify savings of no less than 10% of their CY 1980 budget
computed on the baslis of the original program of expenditures
prior to the imposition of initial regular reserves, CDAP has
ldentifled the amount equal to F910,000 from this allocation
as part of the 10% savings requlred. The amount therefore of
1,551,000 is supposed to be used in 1980 for projects 1in
other citles. However, no such projects have been planned to
date. The amount of P2,461,000 has also been appropriated

in the 1981 budget for said purpose,
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ANALYSES OF PROBLEMS AND CONSTRAINTS
TO THE FLOW OF RESOURCES

Apart from the inherent inabillity of the citles
to absorb all of the inputs'being made avallable by the
Program, three other factors account for the under utiliza-
tion of these resources. These factors relate to certailn
inefficiencles in the processes involved in the delivery
of the prolect inputs which further inhibits thelr capacity
to take full advantage of the inputs. These factors are:

1. Delays in the issuance of authoritles to proceed
for social actlion projects;

2. Delays 1n the release of the seed money; and

3. Delays in the reimbursement of projects

The Process of Issulng Authorities to Proceed

An authority to preceed has to be 1ssued by CDAP
before the cilty can start any soclal action project that it
hopes to get reimbursed for. As project proposals are
submitted, these are reviewed by a CDAP technician to determine:

1. 1f the project 1s 1n consonance with the
approved soclal actlon development plan;

2. reasonableness of the cost estimates;

3. financial and economic feasibility of the projecty

I, technical soundness of the project;

5. project's desirability by the supposed beneficlaries
of the project;

6. the fixed amount reimburseable



In at least half of the number of projects
submitted in 1978 and 1979 for which data are available,
dssuance cf authority to proceed took about a month or
more (in some instances, more than three months). The
data also show that.ln some cases this was accomplished
in a day or two. Whlle there 1s no record of any project being
reJected, there were instances when the projects were not
1ssued authorities to proceed during a given year, so that
the projects had to be resnbmitted the next year. There
were a few projJects, too, were apparently no action has been
taken,

Delays in the 1ssuance of authorities to proceed
have 1mplications in the number of projects a city may
be able to complete 1In a given year. As schedules for
project starts are not met, this may upset the scheduling
of other projects that eventually may lead to the inabllity
to complete or even start other projects. This may also
mean that the projects do not get completed huring the same
year and difficulties in reimbursement would result. The
delayed authority to proceed may also come at a tlime when
funds are not readilw available, which means the project
start gets further delayed for lack of funds. A long deiay
in the project start my necessitate the revision of cost
estimates for which change orders would have to ne made and

forwarded to CDAP before reimbursements can be made.



Analyses of the problem show that delays in the

issuance of authorities to proceed have been due to one
or several of the following factors:
1. Inadequate documentatiqn of project proposals by clties

Projects submitted for‘review have sometlimes to
be returned on account of inadequacies in the preparation of
the project Justification or in the asttachments required.
These inadequacies, on some occasions, occured because of
frequent changes In documentation requirements. Up to
about a week or two ago, cities weré confused as to which of
three manuals should be followed in the documentation of
project proposals.
2, Lack of adequate personnel at CDAP to do project review

Presently, in the CDAP staff, there 1s only one
person delegated to review project proposals. Saild person
i1s also in charge of reviewing EPL proposals. In algost
all cases, the review of the proposals entall verification of
some aspects of the project on site, 1.e.,tecﬁhica1 feasl-
bility, demand for the project, etc, The overloading of
too many tasks on one person, disables the immediate review
of projects and subsequent actions on these. .
3. Deficliencies in the proposals are not immedlately
communicated to the Citles. '

A problem surfaced during the couse of the evaluation

was that the clties nefer find out what the actlons on

the proposals are except when they get to Manila, Further



delays ensue when correction of deficiencles noted requires
a trip back to the city. Then there are the delays that
occur sending back ‘of the documents to Manlla.
, Inherent defects in the procedural system

A project proposal has to be reviewed by a CDAP
technician. This 1s further reviewed by the CDAP Project
Director who recommends approval of the projects. Authorities
to proceed are prepared for each project and are sent to
the MLGCDDeputy Minister for signature. Considering the
voluminous transactions The Deputy Minister has to sign
each day, many of them, no doubt, requiring greater attention,
the demands 8n Nds time’byithe many other agencies within
the Ministry, 1t may take some time before these authorities

are signed.

The Release of Seed Money

The seed money 1s a mechanlsm deslgned into the
program to help the cilties in financing thérinitial phases
of implementation of soclal action projects. It has,
however, served very little its purpose. Of 45 projects
issued:authorities:te proceed in 1978 and 1979, seed money
was released for some 34 projects only. Of these 13 came
after the projects had been completed while the other
cases took more than three to five months after the
- Authority to Proceed had been issued.

Clearly, 1f the seed money 1ls to abate cash flow



difficulties, 1t has to come early in the stage of project
implementation. A project may not get started 1f no city
funds are reléased or 1f there 18 no seed money to help.
Thils compounds the delay 1n the project start which has
already resulted because of a delayed i1ssuance of Authority
to proceed. This long delay may result in the non-completion
or even start of the prolect within the year.

The delay 1n the release of seed money proceeds
from an inherent defect of the procedural requirements for
the relese of seed money. As authorities to proceed are
issued these are batched untll a substantial amount for
release of seed money ls reached after which the cash
disbursement Celling is requested. Release of the CDC
requires a significant amount of time and walting for a
number of projects to get reviewed and issued authorities
to proceed compunds the problem even more. By the time
the seed money 1s released, a significant amount of time has

lapsed.

The Reimbursement Process

.1 Delayed reimbursements are characteristic of all
projects completed. The length of time a project gets
reimbursed from the time is completed runs from 122 days to
more than a year.

The non-reimbursement of proJects in a given year

have resulted in:



1. Non-inclusion of appropriations for social
action projJects in the regular annual budget;

2. delay in the implementation of other projects
requiring supplemental budgets; and

3. reluctance on thevpart of some city treasurers
to release funds for other projects.

The maln bottleneck in the reimbursement process,
again, 1s the process of requesting for the cash disbursement
cellings., The process takes a while and any improvement in
the procedures would have to be premised on the assumption
that there 1s little that can be done about how external
agencles move and the way to get around it 1s through a
means that would enable the request of the CDC in advance,

Another reason for delayed reimbursement 1s '+
delay in proJect completion. A project that is not completed
within the year of its estimated completion date will have
difficulty getting the release of the CDC. This would mean
that a revalidation of the CDC would be required which in
turn requires explanations, Justificatlions and longer walting.
As mentioned earlier, delays in project completion have been
partly due to delays in the release of authority to proceed
and the seed money release,

There 1s also the problem of lnadequate documentation
and the subsequent delay because of non-communication of

deflciencies to the cities.
There is also the delay, on the side of CDAP, in
performing the final inapection and the certification of

compliance with project plans and specifications.



RECOMMENDATIONS

The first set of measures are here beling recommended
to ensure more effective and efficlent utilization of the
resources being made avallable by the Program to the cltles.
They represent immedlate action that may be undertaken by CDAP
to facilitate the flow of resources for social action projects
thls year.

1. For the year, 1980, some 67 projects with a total
FAR of ¥3.6 million have been 1issued authorities to proceed.
Of this amount, only P31,664 have been released representing
the 15% seed money of 5 projects. Some P500,000 representing
15% of the total FAR of 54 projJects may be released this
third quarter, Since authorities to proceed have been lssued
these projects, the request for cash disbursement celling
in the estimated amount of P500,000 should not be difficult,

2. CDAP has very recently made a decislon to have
an all-out effort to encourage the clties to‘exhaust thelr
Y500,000 allocation for social actlion projects. While the
move is laudable, a more pressing need,it seems, is to act
on the 39 proposals submitted and are pending review. A
Conservative estimate of the total FAR of these unapproved
proJects has been figured at P2.6 million. If all these
proposals are approved, elght or nine citles would have
reached thelr respective guotas and efforts would be limlted

to seven or elght cilties. Since three of these seven or

eight cities have new city coordinators, 1t would do well for



CDAP to give attentlon to providing more technical assistance
to these citles,

These proposals, 1f approved, would also be eligible
for seed money release amounting to about P390,000, lmmediate
action on which %111 be neéessary in line with the objlective
of improving the flow of resources and the effective utilizé-
tion of this,

3. The records ahow-that-some 21 claims for
reimbursement for social action projects amounting to about
?1.1 million are in process and pending release. The necessary
actlons to speed up the processing ofvthese should be taken,
i.e., Immediate communication to the cities of documentation
deficiencies, final inspections, requests for cash disburse-
ment cellings, etc. Efforts should be made to have the release
of sald reimbursements this quarter. Similarly, the F10,000
reimbursement for social action tralning of the five cities
should be attended to.

4, The rate at which allocations for equipment pool
loan reimbursements are being utilized leaves much to be desirdd.
To date only 25% of the total allocatlon has been disbursed
with the likelihood of this proportion increasing to 31% only
before the end of the year. With the intentions to avail of
the loan reimbursement indicated by most of the citles, perhaps
what 1s needed 1s some asslstance on aspects like preparation
of the Equipment Pool Development Plan, selection of portions

of the plan to be constructed with loan funds, preparation of

L1



the necessary plans, speciflcations, cost estimates and
quality control plan covering the portion of the EPDP that
will be implemented under loan financpyg, acoomplishment

of cost summary sheets, planned repayment schedule, etc.
Equipment Pool Specialist'from PDAP should be used for this
purpose to augment present CDAP staff capabllity.

The second set of measures relate to proposals
for strengthening various processes involved in the flow of
resources, The processes in consideration are (1) issuance
of authority to proceed; (2) release of seed money; and (3)

release of reimbursements.
A, Tssuance if Authority to Proceed

Much could be achlieved in terms of ensuring a more
speedy process of issulng authoritles to proceed by the following
measures:

1. Clarifilcation of the procedures to be followed and forms
to be filled out,

A significant step has been taken along this line
by the pronouncement made hy the CDAP project director during a

consultative conference held in August that guidellnes set
by the CDAP SPS-PIP Manual shall be the one followed, Since
not all city coordinators were present during that conference,

-adequate measures should be taken to inform all CPDS directors

and staff of this,



2. Area speclalists should be utilized to check on the
adequacy of documentatlion requirements. They should also
be made responsible for loocking into the approprlateness
and adequacy of the project selection process, following

up on the status of revie* in Ménila, and ascertalining

that the 'deflclencies are referred back immediately to the
clties, corrected and submitted back to the CDAP offlce

for immedlate action. The task should not be difficult since
each area speclallist takes charge of only four clties each.
These specialists, who'wiltiumowibenvisiting

the citles at least once in six weeks should, themselves,
be familiar with the procedures,

3. Delegation of the responsibility of reviewing project
proposals to one other speclalist may greatly reduce the
walting time created by the volume of proposals awalting
review. This means that there 1s an immedlate need to
assign a speclallist to work with the one person now res-
ponsible for project review. Initially, smaller projects
involving relatively smaller amounts or those that willl not
entall verification of the technlical feaslbility may be
assligned him/her,

4, Lastly, the Authority to procees should not require the
slgnature of the Deputy Minisfer. Slnce the Authority to
Proceed does not Involve any releases of funds, such a task

should be delegated the CDAP project Director.

S
it



B. Release of Seed Money

The timely release of the seed money will greatly
ease the cash flow difficultlies being experienced by'some
cities and will, to a large extent, ensure that the project
is started as scheduled.

Representations will have to be made with the M
Ministry of the Budget to allow the use of the Annual Imple-~
mentation Plans as support documents for requesting release
of the cash disbursement cellings for seed money. Since the
Annual Implementation plans contain the number of projects
and estimated amounts of projects to be implemented per
quarter, agreement 1s likely to be achieved.

At the start of each quarter, cash disbursement
cellings are requested in the amount equal to 15% of the
fixed amount reimburseable indicated by the projects to be
implemented 1n that quarter. Once released, the processing
of the seed money requests should not take long. This would
allow the treasury warrants for gseed money to be released
to the citles along with the Authority to Proceeed. The
Authority to Proceed may be made a requirement for the release

of the treasury warrant to the city, or even for the signature

of the Deputy Minister or the Counter signature of the Auditor.

C. Release of Reimbursements

Experience of other speclal projlects under the

PDAP umbrella indicate that requests for cash disbursement



cellings may be made upon certification that a project

i1s 80% completed. The reimbursements, however, are not
released until all the requirements are completed. The
immediate request for cash disbursement cellings will allow
relmbursements to be made'iithin one month after the filing
of reimbursement claims.

Area specilalists are to monitor project progress
closely particularly as each project nears lts estimated
completion date. ProJect status reports prepared by the
City periodically may also help identify such projects.

For each quarter, cash disbursement cellings will be
requested for projects certified as 80% completed and to

be completed that quarter, This would greatly facilitate the
processing of reimbursement claims when filed.

Area speclallists should also be responsible for
ascertaining compliance with the doctimentation requirements
for relmbursement,that requests for project inspection are
immediately communicated and acted upon, submission ofl
reimbursement claims to CDAP office, communication of difi-

clencies to the cities and follow up of compliance measures.
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03AY-£0-10 ”"Jr“'/ R

Pouliry Raising

Pig Digpersal

Q3Af-BU-12

i
i

s

TO.TAL

P4LO, 27U

-4

{

R

BEST AVAILABLE COPY

- o

wore!
TO PXCPPD SLLDCATION

e e e b s e v —— —————— > o s s

THIG PROIPET Wikl B¢ PRIORITIRED BY¥ TUF CT¥ B0 4s VOR




SO STATUS Ch iludDl fuve AOTIVATLIES
* g ol Lugact H1l, Lusu
05GUPAR
] e — ——
. 1 i TG A, PHUd . . N e 4 L. DUV LT YT ! RO
‘EAR PRGJECT TITLE PROJECT NO. [ s | MU Le T H EOL SEED MOUEY S - - ! TELENG
N . e ML oL ) e v . — —
.' i - ! i i ! o ' For
.§79 | Guibany Foot Briage U250-79-0L |/ i 6,005 5033 | geuaLipATION ok oL
! U - gkt g
! { ) ; o
a 2AD=-T70= | = [ ! Yooag, G ¢ CASL. FENPING
¥uot Walk Herrero 1 Q2AD-79-02 : / ' t : 4,000 s Lul ) : L 1 15 '_:4 SxrRoPmATION _
i % j: t
! i ; —_ N
t
Sub~Tutal ... | § ¢ F24,0C0
3 .
— l : : b e ——
Equipment Pool Prograa EPL~02AaD~78~01 i / 5 ‘ 400, ULU P4LOU,CGCO ! f Codrovas
" - T H - - —
i L ! !
¢ H i ! ; e ! e e e e
5 . i i V N - ! - '
SAT Trairing H ! i 16,000 ¢ PIG,300 b ore ool
: ! ' » " STARTED JoU6 £8.AY0
.980 Pantal Rivetment 02AD~RO-0L / [ 200 . 000 200,000 i ' 200,000 ;
! ! I ; p o ev-gqoiRe
T H v ]
Calmay Norte Rivetmert 02AD-80-02 / ; 200,000 200,000 i boo0G, 000 do -
Iy i i il
" + ] ¥ H
Sabang Artesian Well 02AD-80-03 | / ! 8,900 ? 8,900 i ; LU0 | L,
- i - ‘____“_' e et s e o e bt e s e cm e  wv < e
Cantores-Camaangan o I f X R
2AD-80-0 G, 000 8,800 &,000
¢ Artesian Well 0 41 | 180 L } =do-
+ r ’
i Guibang Artesian Well 02AD-80~05 / 10,0G0 ! 8,u00 } £#,500 i - de.
i ' ; : ; 1 s
! Pantal Waiting Shed Q2RD~-50U~UG / 4G, G0u I’ 9,341 ' " 2,341 : . do.
3. — i e o e e b e o e e o e e - -
Poblacior QOeste . Y ) 1 i e o
24D~BQ- 2 . 25,0 25,040
vl 02/D-80-07 | / f 5,00u 5,000 __l_ 5,00 | g4y
. , i R T A T
Cultage Industry Irailring Q2 N=-80~-08 /o 20,00k j wT,0u0 i 10, QouU ~do
' ‘“ —— - — e -
N t ' waes v
Sub-total ... 2. 2ul 1, A, AL
N — - - ——— ——-—._—.—-—w-—--—-—r__-._-._--._._.—,._- .- ; . e - -
| TOTAL ... g?'fii,i.{[ 5, 10U YE AV IRV 9 ji" 527,743
- — - I TIATTTITITITZ = puamumpminst il s
SEST AVAILABLE COPY ’ -
:-!nn;; —.A,x:-;.-g :“'& — s st " [N e S gy - - >




CITY OF ZAMBOANGA

YEAR

PROJECT TITLE -FROJ.
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SDA

PETHBURIALLE
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. cosr . T HMONEY T TR
1979 : : : :
: SKTLLS TRAINING : 1GBX- : . . : : :
: CETTER : 7901 /o : P4, B00:F 9,645 ¢ : #OWe,255% :FOR REVALIDATION
H : H : : e s : : O OBl
* DRAINAGE PROJECT® 16BX- : : ; : : : :
: : 79-02 : / : : : 85,000: 12,900 : : 73,100 1 FORSFUALIDATION
SUB~TOTAL : : : : §1C0,300: 22,505 ¢ : TS, 5T
:  SAT : : : : : 10,0001 : : $10,000: :
14980 : : : : : : : : : :
: SKTILS TRAINING : 16BX  : : : : : : .o
: PROJECT : 80-01 : / : P S0,000 1Pu4,506¢8 : :
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: Pos-on Dy } P125,000 100,000, 5 15,000} P 7: 000! Reimbursed
JB-TOTAL E : ¢ 2125,000 __:110G,000: TP 000 70003
979 - SANITARY TOTLET | O9AL= |} 3 X X ; i ; .
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TOTAL R IR 32, 225 gaw QOMPTY. 200 yE28. 85 1P143,000¢ 9%, 9% -
2 - L - i 121{- - . I 4_.&332’.9 QD0 e TELAM e - -
-]
‘“**WMLA&ECOPV : Y

\/\“




..i’.

*
”

ILEGAZPT

o : JSeed Eeimoursacle
ir ¢ :Project Title : Project lIo.:‘.J_/AP A0 AP PP C o TAR lioney 8 A D :Deimb, :For Relmb.: Scatus
;80 . Individual

*Sanitary Toilet I :00AV=-E0-07 s/ 72,900 : : :

.lodividual

$Sanitary Toilet II :00AV=-80-08 ¢ : / :72,900 : : :
. Deep Sea

:Fisning Project :09AV-E80~10 T/ 104,974 ¢ : : :
e Tizgocag

- rocessing Construction :09AV-C0-11 : / :132,088 : 3 : :

I

- “Bagoong

Processing Construction IWQAV-80-12 : / :100,449 : : :

IT

.!AL

¥i:3,111

BEST AVAILABLE copy

o v e tnre v wed e o emanale -



CITY OF GENERRL SHTUS
f
' : . ' ' . . . SEED . SE1Lre L
YEAR *  PROJECT TITLE CUBRGJ. ULt WARD U oy b Tl Y 3 'OMOVEY ' SDa ' Dyl ' LETTR SR I PRTO '
+ o
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—IEAR H : I 1 sProject Cost 3 FAR 3 Seed Money § S DA  Reimbursey For Reim,: STATY
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1979 __3Trng, Center 410AI-79-01 : / 3 3 $266,000 324,000 3 3 1242000 g x27 STARTED
sirtssian Well $10AL~ s/ i 3 $172,000 219,950 2 § 1152,050 $NOY JTARTED .
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L SIS e v e i v m——
e il <
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3 ' ' ' 3 s, .
ToTY F264,,000 }302,400.  :¥23,860 3 10,000 1¥163,540 3
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