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locAL. Govl:RNIENT FINANCE: Bull.DING ON THE INmAL SUcCEssEs OF 
INFoRMATION CAMPAIGN FOR LGU BOND ISSUANCE 

I. l11boduction 

The Phlllpplnes became one of the first Asian countrtes to have a law on 
decentralization when It passed RA 7160 or the Local Government Code of 1991 
(LGC). The law devolved Yitai national government (NG) functions to LGUs 
(Appendtx 1). To finance the performance of these new responsibllltleS, the law 
raised LGUs' Internal revenue allotments (IRA) share from 20% to 30% In 1992, 
35% In 1993 and 40% from 1994 onwards (AppendlX 2). It also allowed LGUs to 
tap private sector funds through private bank loans and bond issuance and to enter 
Into partnership i!lfTilngements llke bulld opei ate and transfer (BOT) and joint 
venture (JV) schemes (Appendtx 3). 

A study prepared by Ms. Lydia Ortal1, LGU Guarantee Corpoiatlon (l.GUGC) 
Senior Vice President for Operations, showed that despite having vartous funding 
options, a large part of LGU revenues stlll came from IRAs between 1991 and 2000 
(AppendlX 4). lhls dependence lnaeased from an average of 56.3111J from 1990 to 
1995 to 60.2% from 1996 to 2000. Accon:ltng to Mr. Ronald Ignacio of the Bureau 
of Local Government Finance (BLGF), this reliance Is even higher for smaller and 
less developed LGUs. lhese LGUs weie barely able to finance ovemead expenses 
and therefore had to rely on congressional budget allocations (the so-called pork 
barrel funds) for their development funding needS. 

A study commissioned to the Phlllpplne Institute for Development Studies 
(PIDS) by the Department of Finance (Dof) In 19982 showed that LGUs were 
dependent on IRAs because of a number of factors Including their Inability to tap 
private fundS, partk:Ularly from the capttal martcet3. Consequently, a commltb:e 
headed by the Financial Executtves Institute of the Phlllpplnes (FINEX) and the 
BLGF conduc.ted an Information campaign from 2001 to 2003 to stimulate the 
development of the bond market and encourage LGUs to lsSue bonds. The 
committee organized a series of wortcshops and Issued a municipal bond manual In 
cooperation with the United States Agency for International Development (USAID) 
through the Accelerating Growth, Invesbnents and Uberallzatlon with Equity 
(AGILE) project. 

1 Orllll, L}da. "l..a:al Gca•1m11• Fllwa.., LGU Band Mllta Dau 11 1111all PllllM*•· Drift f1nlll 
Rapmt for u. Allml Dew 11 Jtlfl•ll 811*. • pr 11111111111 In "Com•a an Local Goo9i111all Fllwa llld 
BondMml!lllFllad~an~Oc:lober2002. 
2 Lllno, Gibert, et.al. "Loellll Gooa111all Uris' ,.. • fD the Pit•* Capllal Ma&lriilla". PllllM*• 
lnillilule for Dll!Jal C411illll'lt Sbdes, 1998. 
~ TNs Is llhoMI br the fact 111111 IJNy ten LGUa ftoalJlltl bandll flan 11181 IO 2000. 



This report evaluates the success of the information campaign In helping in 
the development of the LGU bond market. It Intends to assess the campaign's 
impact on the levels of demand (from the LGUs} and supply of funds (from the 
private sector), and on the number of private sector participants in the mark:et. It 
also evaluates the campaign's effect on the mark:et's level of liquidity and interest 
rates. 

II. Background 

The committee organized 11 seminars across the country between 3 August 2001 
and 21 March 2003, and issued a manual on municipal bond offering in 2001. The 
information campaign, which was assisted by the ANEX, BLGF, DoF, Department of 
Interior and Local Government (DILG) and AGILE, was launched to raise the 
awareness of LGUs and the private sector on LGU bonds. This campaign was aimed 
at promoting the development of the LGU bond market by encouraging LGUs to 
float bonds (thereby raising the level of demand) and the private sector to invest in 
them (thereby raising the supply of funds). It was also Intended to increase the 
level of liquidity in the LGU bond mark:et and reduce interest rates. 

1. Bond Floatation Seminars. The seminars, entitled, •The Making of a 
Municipal Bond•, were attended by representatives from at least 500 LGUs4 and 
some national government and private institutions. Most of the LGU 
representatives came from municipalities because the seminars were pr!marlly 
meant to reach municipal treasurers. The seminars were held in the following 
regions from 3 August 2001 to 21 March 2003: 

Region 10 (Noidlllilll Mindanao) 
Region 11 (Southam Mindanao) 
Raglan 7 and Region 8 (Central and Ealllllm Visaya) 
Raglan 6 (\Veslen1 Visaya) 
Ragion 4 (wilh lhe GACPA) 
CAR and Region 1 (lb:m Region) 
Raglon 2 ICagaya> Valay) 
Raglan 3 ICet*al Luzon) 
Region 5 (Biall Region) 
Region 13 CQnga Reflionl 
Region 4 (Soulhem Tagalog) 
Total 

-:AGllE 

Au(lull 3, 2001 
August 17, 2001 

Sep111111t1111" 1, 2001 
Seplll111b1111 14, 2001 
Sepla111b111 20, 2001 

.U.14,2002 

.U..28,2002 
Augult 18. 2002 
August 23. 2002 

Nowemb111 ZT. 2002 
Maldl 21, 2003 

- GACPA·-····•-latimar~Pmllc~CAR·~~llllglon; 

'M 111 I 
1211 
137 
140 
102 
49 
19 

122 
161 
75 
63 

158 
1,152 

• The exact runber of LGUs repc-nled in the seminars is nol available at tis time. Se1iia OlgallizelS,..,..,.. 
out exactly one free municipal bond maooal per LGU during Ille event and since 500 free manuals - disilibullld. I 
Is lhen infen9d !hat al least 500 LGUs - Ulfll 11 ented in lhe seminars. A11hD19' ....iikely. this runber ""'Y be 
undelSlalad ii any LGU pailiclpait lailad 10 get a free copy during lhe 1M111L 
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2. Manual on Municipal Bond Oft'ering. lhe committee also published the first 
Municipal Bonds Manual in 2001. FINEX, Dof, BLGF, DILG and AGILE 
participated In this project hoping to bring the lnfonnatlon on municipal bonds to 
the regional level. Of the 1, 720 manuals published, 745 have already been 
distributed to LGUs and private Institutions during the seminars, and in 
occasions hosted by FINEX and BLGF. 775 remain with FINEX for further 
distribution. 

DI. Impact Assessment 

The impact of the information campaign on the LGU bond market is difficult to 
ascertain because of data constraints. Infonnatlon gathered from surveys given 
during the event showed that the seminars might have been successful in 
generating interest on LGU bonds from the partlelpants, most of whom were 
municipal treasurers. Four hundred two actively participated in the survey. Of this 
figure, 384 knew little or nothing about LGU bonds before attending the seminars; 
294 intended to learn more about LGU bonds, while 93 planned to actually float 
bonds after attending the events. It is unclear whether this heightened interest 
among LGUs has translated to actual bond floatation or if the campaign raised 
private sector participation in the market. Although anecdotal evidence suggests 
the presence of such relationship, the committee may still want to verify it through 
a more detailed survey. 

1. Slightly Improving demand for bond financing among LGUs. Data provided 
by the Bangko Sentral ng Pllipinas (BSP), BLGF and LGUGC show encouraging 
signs that demand for bond financing among LGUs has increased after the Dof's 
infonnatlon campaign was launched. 

• The number of LGUs floating bonds increased from 10 to 15 after the 
committee started its campaign In 2001. lhe Issuance of four of these bonds 
could not have been Influenced by the information campaign. lhree of them 
were arranged before the LGUs attended the seminars, while the fourth did 
not even have any participation. It Is encouraging to note, however, that the 
flfth LGU, the province of Leyte, floated P205 million worth of bonds after 
attending the Region 8 seminar on 1September2001. 

• All prospective LGU bond issues In the BSP and LGUGC pipelines are from 
regions, which hosted the seminars (Table 2). 
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Tllble2 
List of luuers In BSP and LGUGC'a plp1Hne 

...... 
PMtldpas 
Anlipolo, Rizal (Region 3. 2001 ...... series) 
PIOvince al lagl.lla (Region 3 - 2001 w1•w series) 

Binangonan. Rizal (Region 3 - 2001 -··---· Calatagan. Balaigas (Region 3 - 2001 ..... seriee) 

Cagayan Pn>v~u (Region 2 - 2002 ii&l•ih• wtes) 
Tabaco City. MMf (Region 5-2002 w1ihaseries) 
Swigao City. Swigao (CARAGA- 2002 w11h1W serie8) 
Non-Partldpenta 
Taytay, Rlzal (Region 3 - 2001 w11h1W sariasl 
Dael. Camaih!IS NDrla (Region 5 -2002 seminar -a.) 

Pnivince al Easf8m Sarnar (Region 8 - 2001 SEll'Uilllll wles) 
Total 
.....,., BSP. BLGF, AGILE 

«Ill 
200 
100 
35 

2.05 
17Q 

140 

75 
80 

200 
1,1115 

Based on the survey results, it is possible that L.eyte and the seven 
prospective LGU bond issuers benefited from the Information campaign. 
These data may even be understated. Preferred Ventures Corporation (PVC), 
the leading financial advisor in the LGU bond market dalms that it is in the 
process of arranging several accounts, some of which are for LGUs that have 
attended the seminars. Information about these bond floats, however, Is 
currently not available. 

2. Private sector partldpation Is beginning to Improve. There were only 
three major private sector participants in the LGU bond market from the time RA 
7160 was enacted in 1991 up to the start of the information campaign in 2001. 
As shown in Table 3, most of the bonds were underwritten by Rizal Commercial 
Banking Corporation (RCBC) capital Corporation (RCC), advised by PVC and had 
the Philippine National Bank (PNB) as trustee. 

Table3 
FIMnclal Manag-m Tum of Bonda lnewd 81lara 3 Allgl,.. 2811'1 

Bocacay 1'klan 
Puerto Ail< ! 5 a 
TliijjiiJtay 
Caloocan 
ilolla 
8-'ce: BSP, BLGF. AGILE 

NfA 
NfA 
NIA 
MIB 
SBC 
RCC 
RCC 
RCC 

RCCIPCC 
RCC 

PVC 
PVC 
PVC 
MIB 
PVC 
PVC 
PVC 
PVC 
PVC 
PVC 

PNll 
PNll 
PNB 
PNB 
PN8 
LBP 
PNB 
PNB 
PNll 
PNB 

~: MIS • Wtil_,.llll llw-••it Baoc:opuiallcu; PCC • PO Capilll C..pui811uu; RICE ·Aini - k; ' COopallli,. 
Eulapilse °"' ICj>l10lllf'otlldatiOn. Inc.; SF!· TIMI~ f\aidal~. lne.; DllP•Oeu I , ••il-Gl .. Pl'l! 1 ' -
LBP ·Land Bank at lhe Philippines; SSC·-· Cclporation: EMSI ·Escondido Mal11Q81o•ll ~.Inc. 
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Anecdotal evidence suggests that because of the Improvement in the demand 
for bond financing among LGUs, which Is presumably caused by the DoF's 
infonnatlon campaign, the number of prlwte sector participants has also 
Increased. Five new financial advisors have just been accredited by the 
LGUGC, and the PVC is currently negotiating with five new guarantors (Table 
4) to guarantee some of Its future aa:ounts. 

Escondido Managemant Services, Inc. 
AYN Reeource Managemanl Group 
Allied Padlic Equily Consultants, Inc. 
Seed captal V--. Inc. 
DIMlnltlres 
Saura: BLGF. AGll£. PVC 

T8ble• 
.... Pl1V•I& MCtDr pMlclpantlt 

Guaim*"s olher lhml HGC and LGUGC 
Philipp8e V....._ Blrlk 

.... ., .. --Oalpoilllbt 
QuadlHlOI 

Possibly Aym lnlunn:e HtdiijjD Oalpo1dlon 
P!!s!!l!ly Prudential Lia lnllunn:a Oalp!!!illb• 

3. Substantial rise In market llquldlty may be expected. The ten LGUs listed 
In Table 2 are poised to float a total of Pl.61 billion worth of bonds. While still 
small compared to the estimated P60 billion• potential size of the LGU bond 
market, their issuance would raise liquidity by 70% from P2.28billlon (Appendix 
5). 

4. It may be too early to expect any Impact on Interest ratm. Currently 
available data show that the improvement In the supply and demand situation in 
the LGU bond market has yet to Impact on interest rates. It may be too earfy to 
expect any such change however, since market Improvements are still at their 
initial stages. 

IV. Some Major Factors that Impede the LGU Bond Market Development 

RA 7160 allowed LGUs to tssue bonds under two conditions: 1) the funds to be 
raised should finance self-liquidating and Income generating development or 
llvellhood projects, and 2) the projects concerned must be pursuant to the priorities 
established in the approved local development or the public investment program. 
According to Mr. I,pnado, although funds from bond Issuance are financially less 
costly than loans , LGUs still preferred to acquire funds from banks because of 
their unfamiliarity with the bond floatation process and their perception that It is 
logistically taxlng7

• 

5 This is based on lhe 1995ad1 I s of Uanm.et.al. LalBr I d I 1111 .. - .. 
7 1•"91celDOIAdba~ 

lhal lhe current polenlial LGU market size is grealar lhml P60 ba'Jn. 
•Mr. Ignacio says lhllt w wlll'i 11111 additional cmm ot D*'U bonds ot abolll 12% lo 14"11i ot ... t'ulds raised. lhe 
elfadive interest ralB paid ID bond holde!s slil comes out loMt than Iha rabl chalged by lmr*s. 
1 Some LGUs complain about the logistil:al COS1S au O" • I d with llDating bonds i.e. haWlg lo coma ID Mmila ID gal 
goveni..-t permits. Befono they can issue bonds, LGUs also need ID lnlonn, OOl1llUll or seal! pam • '"' fmm Ille 
DoF, COA. Depamnent al Budget and Management Illa BSP mid the DILG. 



Figure 1 shows the three major players in a bond floatation process: the issuers, 
the bond issuance teams and the bondholders. The arrows Indicate the transaction 
flow. The issuers represent the demand side of the LGU bond market while the 
bondholders represent that of supply. The issuance teams represent the financial 
Intermediaries (Fis). 

j 1uuen (Bono-.) 

Provinces 
Cities 
Municipalities 
(Advised my a F• 1111 ICial 
Adviser (FA) 

FlgUl91 
Bond fkNdatlon plOCHI 

I Band lauanca TNlll 

Managing Undawtiler 
Guarantor 
Trustee Bank 
Bond Counsel 

I BondholcMnJ (Lm.._, 
Individual Inv e llOI s 
lnstilutional In\;; a 5 IOIS ta 
Corpoi aliolll, FIWICiel 
Institutions. lnSl.nnce 
Compa'lies, Trust Funds 

Dir. Ozone Azanza of the BOT Center8 said that the bond floatation process Is highly 
technical that some LGUs prefer to borrow from private banks. LGUs experience 
the same difficulty in floating bonds as when they enter into BOT and JV 
arrangements': 

1. LGUs' Incapacity to enter Into flnandal arrangements. LGU managers are 
seldom capable of preparing project designs, feasibility studies and formulating 
contracts. The BOT Center was In fact, established in 1996 to address this 
Issue. The OoF realized that most LGUs were neither familiar with the BOT or JV 
concepts nor technically capable to detemllne the feasibility of projects. 

2. Unwillingness to charge service fees to bond-financed projects. As noted 
earlier, the LGC only allows LGUs to Issue bonds If the proceeds would finance 
self-liquidating and income generating development or livelihood projects. 
Some LGUs, however, are unwilling to charge user fees. Such a mindset forced 
these LGUs to either abandon the project at the design phase or subsidize users. 
The latter made BOT projects unsustainable because of budget constraints. 

3. Limited ability to lnducle aedit enhancements. According to the PIDS 
report, national development projects done through BOT or JV arrangements 
only succeed because of the NG's ablllty to provide Incentives such as 
guarantees and tax exemptions. LGUs, on the other hand, are unable to provide 
these financial Incentives, thereby limiting the scope of their pl"Qjects. 

1 TIM BOT Cenler is ., agency lftler the Daplib1a1t of Tlllld9 and lndullly IDTIJ llM assists LGUs .. BOT and JV 
matters. It was eslallished Lllller the auspices of Iha DoF but was llansfelrad ~ 1118 DTI ~ hiQNVlt lhe 
~s strategy of tapping lhe private sector in local economic de>elopna II. 
8-iseaf lliesefa::lom, only fourLGU BOT projacts -.th US$43.7mllonhawe '-'CO!r4llBll~asof 30 Jww 

2003. FM! projacts worlll USS18.1 ma still being constnJcilld or ara prog1111111111d for c:onslruClion.. 



On the supply side, most investors are still reluctant to invest in LGU bonds, 
although private financial Institutions (Pfls) are already becoming active In the LGU 
bond market, because of lack of infonnation, political risk and the absence of a 
secondary market. Anecdotal evidence suggests that this is partlcularty true for 
institutional or large investors, which Invest their funds on relatively less risky 
assets like bonds and treasury bills. This keeps them away from LGU bonds, which 
are perceived rlskier1°. 

1. Lack of Information keeps investors from Investing In LGU bonds. 
Infonnatlon about the financial stability and paying capacity of LGUs, the LGUs' 
management ability and the viability of the financed project is not readily 
available in the market. Ms. Orlal observes that this problem could be mitigated 
by the presence of an independent credit rating agency that has the database 
and experience to rate LGUs. The LGUGC maintains its own credit ratings as 
part of its credit guaranty business while Philratings has traditionally been active 
in the LGU bond rating business, but these institutions' data are limited by the 
poor quality of financial statistics available in the market. 

2. Political uncertainty Increases the risk of Investing In LGU bonds. The 
three-year tenure of local executives prevents most Investors from buying LGU 
bonds. This negative perception is based on the experiences of Cebu bonds and 
the Puerto Princesa bonds, whereby their new administrations threatened not to 
honor their responsibilities to bond holders. 

3. Absence of a secondary market limits LGU bonds to long-ten11 Investors. 
Institutional investors often look for exit mechanisms whenever they make 
substantial investments. Exit mechanisms ensure Investors that they could 
liquidate or sell their assets whenever the needs arise. For LGU bonds, the 
existence of a secondary market Is often sufficient to satisfy this need. The local 
LGU bond market lacks a secondary market, however, thereby limiting the 
number of bond investors. 

The development of the LGU bond market also depends on the active 
participation of financial intennedlaries, partlcularty underwriters, guarantors, 
trustees and financial advisers. Based on feedback from investment bankers, who 
represent some of these Fis, their Interest to participate In an LGU bond issuance is 
hampered by the following factors: 

1. Small Issue sizes prevent larger Pfls from UndeNW• ltlng LGU bonds. 
Financial institutions derive their revenues as a percentage of the bond issue 
size (see Table 5). Anecdotal evidence suggests that more established Pf1s do 
not find it financially rewarding to underwrite bond issues falling below Pl billion 
unless there are ready buyers. Underwriting bonds without such buyers 
allegedly entail syndication with at least two other participating underwriters, 
which will then share the fees with the lead underwriter. 

"' EV91 lhe 8SP acknowledges lhat LGU bonds are riskier INn NG banda. Bal*a ae racpnid 1D Siii aside a ~ 
allowance for pivbable losses on LGU bonds guaranteed by LGUGC. Sudl lllo-ice ill not raquir9d llDr NG bondL 
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Financial Advisor 
Underwriter 
Trustee 
Bond Counsel 
Guarantor 

0.75ID1.50 
2.50 ID3.00 
O.SOto 1.50 
0.25to0.75 
2.50to3..50 

Because of this fee structure, PFis have little incentive to participate In small LGU 
bond floatation. RA 7160 limits an LGU's appropriation for debt service to 20% of 
its regular income. Previous estimates pegged total LGU borrowing capacity at 
about P60billion. On the average, cities, provinces and municipalities could borrow 
up to P335.8million, P185.Smilllon and P18.3million, respectively. lhe variation in 
the average borrowing capacity within each level of local government ls also very 
pronounced11

• We can therefore expect that few LGUs have the capacity to borrow 
at least Plbillion. 

2. Inability of LGUs to open trust accounts In private banks. Regulations 
pertaining to LGU deposits constrain the growth of the LGU bond market. 
Commission on Audit (COA) Orcular 92-382 and BSP Memorandum Orcular 
(MC) 1115 have kept most PFis from offering their services to LGUs because the 
latter were only allowed to maintain deposit accounts (as well as trust accounts) 
In GFis. Allowing LGUs to open deposit trust accounts with PFis would empower 
them to automatically transfer LGU funds to bondholders In cases of delays In 
LGUs' periodic payments. 

V. Conclusion and Recommendation 

lhe Information campaign launched In 2001 has increased LGUs' awareness of bond 
floatation. While insufficient data makes It difficult to ascertain Its Impact on the 
LGU bond mari<et, anecdotal evidence suggests that this could have been 
Instrumental In raising the demand for bond financing among LGUs and 
encouraging more private flnancial institutions to participate In the mari<et. lhe 
campaign committee led by FINEX and BLGF may want to conduct a survey to 
verify the relationship between these market Improvements and the information 
campaign to build upon these initial successes and fully develop the LGU bond 
market in the country. 

On the demand side, the committee may also want to build on Its success in 
Informing LGUs about the merits and procedures Involved in floating bonds by 
establishing a one-stop assistance center similar to the BOT Center that would cater 
to LGU bonds. lhe center would act as an information office that would direct 
LGUs' queries to appropriate private sector institutions. According to Mr. Ignacio, 

1t l.lanlo. et.al 
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this function is currently being undertaken by the BLGF, although on a limited basis 
only, because of their agency's resource constraints. Such a center would be 
particularty helpful to smaller and less technically capable LGUs. 

The committee may also want to ask the government to study the feasibility of 
reducing the tax on LGU bonds to allow LGUs to offer credit enhancements. At the 
moment, bond Interest income Is subject to final tax while Issuers are levied 
documentary stamps on the primary sale of the bonds. Ms. Orial states that these 
taxes make LGU bonds uncompetitive vis-a-vis treasury bills, which are guaranteed 
by the NG. 

On the supply side, the committee may want to encourage the government to find 
more ways of increasing the accessibility of financial lnformatlon of LGUs. This will 
Increase confidence that bonds will be paid. The government has already started 
this effort by mandating the use of the statement of income and expenditures (SIE) 
reporting system, but one could not expect the Impact of this effort to come until 
LGUs have adjusted to the new reporting system. To minimize the r1sk of investing 
in LGU bonds, the committee may also want to seek the amendment of COA 
Circular 92-382 and BSP MC 1115 to allow LGUs to deposit their funds In Pfls. This 
would enable the PFis to transfer LGU funds to bondholders In cases of default. 

The committee may also want to review the 20% borrowing cap imposed on LGUs. 
This cap not only limits the fund raising capacity of LGUs but also skews the bond 
Issuance towards the more developed LGUs. Mr. Jesus Tirona, president and CEO 
of the LGUGC notes in the Cagayan De Oro seminar that the credit worthiness of an 
LGU does not entirely rest on their borrowing capacity. He noted a 5th or 4th class 
municipality called Alfonso Lista passed the Investment grade rating because the 
LGU officials were good managers. This Implies that, a credit worthy but 
underdeveloped LGU would most probably be allowed to borrow funds far less than 
what their credit worthiness could allow due to the 20% cap - a situatiOn which 
further limits the economic potential of the LGU. 



Appendix 1: Functions devolved from the national government to LGU. 

Agriculture 

Environment and 
Nalw'&IRe!lources 

Provision of basic agricullural support seivices, 
including Ille establislunem of agricultural 
facililles. 

Gowlnvnenl instilution8 have been mandated 
ID Cllll'ISUll with LGUs as 1eganls projeds 
all'ectiug the environment, prior ID their 
implemenlalion. 

Health lmplemenlation of primary health programs 
and those lnvoMng access to secondary and 
fllltillry health services, and pu1d1ase of 
nllOldical supplies. 

Public Works lmplernentetion of infrasli\iclul'e piograms, 
except those funded by the national 
government 

Education Consln.lding, lllhabililallng, repairing and 
maintainilg public school bUldlngs except 
lhose funded by the nallooal government. 

Social Welfare and lmplemenlation of Ille regional and municipal 
Development social welrae pnqams of the Oepertment of 

Social Welfaie and Development (DSWD). 

Tourism Local IDUrism development and promotion, 
including the power to regul&le IDurism 
establishmenlS and tourisl r&cilities and 
atllactions. 

Teleco11unu11ic:alio1111 Provision offlllecommunic:alion S81Vil:al, 
IP ibject to national poHcy guidefina. 

PnJwloU9IJ RI lp h ..... 
Depoib1•.tl Agency 

Oepertment of AepiculUe 
(DA) 

Oepal b••lt d Haallll lield 
unila 

Oepal bnalt of Public 
WorbandH~ 

Oepaltment of Education 

DSWD 

Oepal b1ient of Tourism 
and the Phlippine T~ 
Authority. 

Oepalb1e1t of 
T1ampG1 talion and 
Cormu1ication 

......., Olll. Lida.,__ GcMl••••ll ,,._ _ LGU - -O.· I' 4 ••llPI ,, I ..... 
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Appendix 2: IRA distribution 

Shani per LGU Laval 
Provinces 
Cities 
Municipalities 
Barangays 

Facton Considered In Slm9 Allocation Among S... LGU Laval 
Population 
Land Area 
Equal Sharing 

Appendix 3: Financing Alternatives for LGUs 

Tlilllllloml Non 1'l'lldlllanlll 

23 
23 
34 
20 

Sh-.l"') 
50 
25 
25 

lnt!m!!!ySoun:illd ~Soun:ed BoiiOWllW! Prtvm 8-' PMbwll• 
Tax Revenue$ IRA Dinlcl Loans 

• Real Property Tax • MOFO 
• Busir.ss Tax Shara k'I National Weell'i • GFla 

• PFla 
Non-Tax~ Lacal /FcnV> granls. 

• Receipts from aids ardor donations Bond lsluanca 
Economic Enmrprise s 

• Fees and Chalges 

Appendix 4: LGU Dependence on IRA 

Averagm Pel Witboge Share flt IRAa m Total ExtalNllly-SOllread a.-u .. 

Provirlc:e$ 
Cities 
Municipalities 
A+B+C 

1991-1995 1--2000 1991-2GDO 
94.8 97.5 96.1 
99.0 99.3 99.2 
96.8 98.3 97 .4 
98.7 98.3 97.5 

Ant age Per-bilge Sime of IRAa to Tolal "--

Provinc:es 
Cities 
Munlc:lpal:ties 
A+B+C 

1991-1995 
69.0 
45.9 
58.0 
58.3 

1--2000 
75.4 
42.5 
89.1 
60.2 

1991-2000 
n2 
44.2 
63..5 
58.2 



1. Provinces depended on IRAs the mod. IRAs comprised 72% of revenues 
during the period - the highest among LGUs. Provinces are apparently not 
getting enough funds from tax and non-tax sou~, which jointly grew at a 
compounded annual growth rate (CAGR) of 12.1 %, compared to 21.6% for total 
revenues. 

2. Real property and business taxes mitigated dtt11• l'1lllllnce on IRAs. 
Cities were the least dependent on IRAs where they generated only 44% of their 
funds. Being economic centers, business and real estate taxes supplied 36. 7% 
of city funds while Other local sources added an average of 18. 7% during the 
period. 

3. Municipalities were becoming Increasingly dependent on IRAs. From 
43.6% in 1991 municipalities' IRAs share to total revenues rose to 71% in 2000 
because of decreaSlng tax revenues and their Inability to tap non-traditional 
sources of funds. Unlike cities, which sourced an average of 5.6% of revenues 
from loans from 1991 to 2000, munlclpalltles only got 1.5% during the period. 
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Appendix S: BSP Report on Bond l••ue• (•• of 15 September 2003) 

LOU DIM of MB leeueO... Flnencllll Amount Amount Tenn Purpon of the IHue 
Memo Advleor R!!!Ufttecl Floeted ~•rel 

Vlctoriaa, Negros Occidental 18-Jul-94 NA PVC 8 8 2 Housing Project 
Claverta Mlaamle Oriental 18-Nov-94 NA PVC 20 20 5 Potable Water and Housing Ploject 
Legazpl, Albay 18-Nov-94 NA MIB 28 26 2 Housing Project 
SID, Domingo, Nueva Eclja 09..()ct.98 NA PVC 10 0 3 Housing Project 
Urdaneta, Pangaslnan 30-Jan-98 28-May-99 PVC 25 25 5 Abattoir upgrading project 
Province of Aldan 18-J...-97 01..Jul-99 PVC 40 40 7 Jatty port •nd Port Tennlnal 
Puerto Princess City 29-0cl-llll 24-Feb-OO PVC 400 320 7 To ftnance a housing project, city abattoir project and potllble waler 

syelam proj8cl 

Caloocen City 01·0.0-00 05-0.0-00 PVC 825 820 7 To ftnanca Iha following pro)acta: Poblmclon Publla Mmtcet, 
Caloocan City Hall Park with Commen:lal Center & Toi IWlllng Ind 

Caloocan City Oenerm Ila ;Ill. 
Tagaytay City 01-0.0-00 12·Mar-01 PVC 300 220 7 To ftnanca Iha conatrucllon of Iha Tagaytay City Inn Conv•nllon 

Canter & Lodging F8Clllllae 

P8881 City, Hollo 18-Fab-01 20-Apr.()1 PVC 130 130 3 To ftnance the lollowlng projacle: ~ ot pub11a ...ut, 
construction of llaughlar houea, conatruc:llon of lllll lw11•111, 

hollling proJact, publlc camatery and llOlld wlll n•11111911•lt 
piaject. 

Daraga, Albay 22-May-02 30-May.()2 PVC 75 75 7 Devalopmanl ot publlc nwkel 

Bayembeng. Pangaelnln 22-Mmy.()2 00 Aug-02 RICE 42 42 7 Construction ot publla mmlt 
Mubate City, Masbele 22-May.()2 28-J...03 PVC 180 180 7 To ftnance Iha following pro)acta: Construction ot cold llDnlge 

lacllltlaa and lea plant, consbucllon of a transportation tern1l11ill llld 
city port. construction of food processing plant and construction ot a 

houllng pajllct. 

Layta P1ovl11ca 01-0cMl2 06-Mar-03 SFGI 430 208 7 Construction ot the Layta Aa1d1mlo c.nlli' 

San Juan, Matro Men .. 11·Feb-03 31..J"'°3 EMS 390 390 7 Conatructlon of a mulll·purpoee gymnulum, commarcllll llld tol 
parldng complax. 

TDlll 2.111 2.!!1 
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