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NSSMP: For Approval

1. 40% NG cost share for sewerage projects

2. Initial rollout (operations manual, nationwide
training and promotion campaign)




Current Situation

+ Economic losses due to poor sanitation exceed P78
billion per year (World Bank and USAID, 2007)

+ Septage management (emptying septic tanks): Only in
Metro Manila, Dumaguete and Alabel (Sarangani)

+ Sewerage coverage: Metro Manila 15%, national less
than 4% (Dhaka 30%, Phnom Penh 50%)

+ More than 11,338 Filipinos die yearly from diarrhnea , and
about 55 daily from all water-borne diseases

+ Up to 58% of groundwater contaminated, 64% of river s
fail test for Class A waters (swimming)



Need for Action

+ Improving sanitation key to achieving most of the
MDGs - growing worldwide recognition of its
Importance to reducing poverty since the poor are
most affected

+ Need to overcome constraints:

Low level of awareness and demand from public
Low capacity to develop projects

Weak enforcement of existing regulations
Limited resources of LGUs and water districts

No national program or budget



Project Background

+ The Clean Water Act requires DPWH to prepare the
NSSMP

+ CWA: In HUCs, water districts responsible for sewer  age
facilities, in areas without sewerage, LGUs and wat er
districts should build septage management systems

+ CWA: LGUs prepare compliance scheme, land for
treatment facilities, collect user fees/taxes

+ NSSMP is a component of the Sustainable Sanitation
Roadmap



Preparation of the NSSMP

DPWH drafted the NSSMP with Inter-agency Steering

Committee (ISC) & TWG (DENR, DOH, LWUA, MWSS, Manila Water
Company, Maynilad Water. NEDA, DILG, DBM, and LCP); TA
supported by World Bank and ADB, contracted to AECO M
October 7, 2009 - Draft approved by the ISC

Nov 10, 2009 - Presented to INFRACOM Sub Committeeo n
Water Resources (SCWR)

May 6, 2010 - approved by the INFRACOM Technical Boa rd
May 20, 2011 presented to INFRACOM-CC

August 12, 2011 — NSSMP Committee (SCWR) was convene d



NSSMP — Project Description

+ Increase number of sewerage and septage
management projects (outside Metro Manila) in 10
years

+ Septage Management Targets

« All LGUs have septage management programs servingt  heir
urban barangays
» Capital costs per project range from P4-71 M

+ Sewerage Targets
e 17 HUCs outside of MM serving 50% of urban barangay s; to

be done in 2 phases of 25% each (interceptor type s  ystems)

» Capital costs average P410 million/project/phase




National Strategy

+ Facilitate a bottom-up, demand-driven project
development process by providing local
Implementers with training, tools and financial
Incentives, including NG cost share for sewerage.

+ DPWH (in coordination with DOH) — conduct a high-
Impact nationwide training and promotion campaign

+Integral component of the Sanitation Roadmap and
National Sustainable Sanitation Plan, broader, over -
arching frameworks (needed water and sanitation
sector reforms are being developed by other groups)



Local Strategy

+ L GUs, water districts, and small water service
providers use the NSSMP Guide for Local
Implementers to develop projects

+ Projects will include operational
guidelines, ordinances, enforcement, user
fees, promotion campaigns

+|LGUs encouraged to share capital costs with WDs
and/or bid out contracts to the private sector for
septage collection and treatment

+ DENR regional offices continue to lead the creation of
WQMAs and Funds



Institutional Arrangements

+ DPWH — lead agency, has a Task Force, will create
NSSMP office and administer NG cost share

+ DPWH, DOH and DILG - capacity building and
assistance in developing local and regional plans
and projects

+DOH -issue guidelines and standards  and
Environmental Sanitation Clearances

+ DENR — enforce CWA and wastewater
standards, issue permits

+DILG — water/sanitation
governance, performance monitoring







NSSMP Office

+ The NSSMP Office will to provide
Information, promote the program and collect
data on implementation

+ The NSSMP Office will report this information to
the NSSMP Committee (INFRACOM
Subcommittee on Water Resources)

+ DENR to monitor discharge of effluents



Financing

Septage management: full cost recovery through
affordable user fees in 5-15 years, capital costsr  ange
from P4 M to P71 M per project

Sewerage: full cost recovery through userfeesinl 5
years, but capital costs average P410 M/project/pha  se
(2 phases recommended)

+ |f shared 50/50 with the water district, this leave s P205
M for the LGU to finance up front

+ Therefore, NG cost share is CRITICAL to help cover
capital costs

+ Recommend 40% NG cost share to reduce investment
cost to P246 M (P123 M each for LGU and WD)



Proposed NN&ChstShizape

+ To maximize number of projects, a 40% NG cost
share for sewerage projects for 10 years

+40% Is consistent with Solid Waste Management
policy for 1st and 2nd class cities

+Most countries use NG funds to finance sewerage
systems due to high costs (full piped sewerage cost
3x more than water supply system)

+ Maximum NG budget from 2013 to 2020
P5.6 billion, annual budget P656 M to
P984 M



Projected NG Allocation

Billions of Pesos

2013

2014 2015 2016 2017 2018 2019 2020

Year

Annual Budget
Cumulative Budget



Financing Options

+ Active involvement of private sector (PPPs)

+ EXisting financing options available —
DBP, LBP, MDFO, private/commercial banks.

+ DPWH funding for sewerage feasibility studiesand N G
cost share

+ DOH funding for septage management project
preparation and possibly infrastructure costs —
Province-wide Investment Plan for Health (PIPH)

+ DENR establishing National Water Quality Management
Fund and Area WQM Funds (for project
preparation, feasibility studies)



Proposed |imitee| Aot

+Large-scale, high-impact rollout needed to spur
Implementation

+ Operations manual and training for central
government staff

+ 3-part training program for 160 LGUs and 160 water
districts to develop projects

+ Nationwide promotion campaign to convince mayors
and water district officials to finance projects

+ Estimated cost for most effective impact over
one year: P25 million



Next Steps

+ Final approval of the NSSMP by the NEDA Board

+ Amendment of DOF Order no. 40-09 on NG-LG cost
sharing to add sewerage projects

+ Convening of the NEDA INFRACOM Subcommittee
on Water Resources as the NSSMP Committee

+ NSSMP Office created within DPWH

+ Develop an operations manual and conduct a
nationwide training and promotions campaign
(initial rollout)

+ DPWH include NG cost share funds for 2-3 projects
In 2012 budget request



Thank You!



Current NG-LG sttt Stame

for Solid Waste Management Facilities & Projects

LGU Municipalities National Cities National
Income & Provinces Government Government
Class
LGU share Grant LGU share Grant
(loan/equity)
1st & 2nd 60/20 20 60 40
31d & 4th 45/15 40 75 25
5th & 6th 40/10 50 80 20

+ Approved by NEDA Executive Board in 2009

+ DOF Order no. 40-09 issued on December 3, 2009

+ Does not include Metro Manila due to special SWM re  quirements
and management arrangements



Affordability of User Fee

(cu. meter) (Php) Average Bill

Basic Tariff

First 10 10.00 7.76 77.60

Next 10 10.00 9.47 94.70

Next 10 5.00 17.95 89.75
Water bill for the month 25.00 262.05
Average cost of water per cu. m 10.48
Incremental tariff from the sewerage project 12.06
Adjusted cost per cubic meter (water + wastewater) 22.54
Basic monthly household water + sewerage fee 563.53
Average monthly income of household 14,417
5% percent of average HH income 720.9
Amount in excess of threshold 157.32

Notes: Tariff rates are for Metro Manila, generally these are higher than in HUCs outside MM

Average monthly income comes from 2006 Family Income and Expenditure Survey




Assumptions

Urban population of 17 HUCs (2010)*

6,470,442

% of total urban population with sewerage

50% (25% Phase 1,
25% Phase 2)

Population to be covered in Phase 1 (25%) 1,617,611

Estimated cost of sewerage per capita Php4,305

Total CAPEX requirement in Phase 1 Php6.96 billion
14,026

Total 2010 IRA of the 17 HUCs (in million pesos)

LG investment requirement is assumed to be amortized @8% interest for 15

years

*Based on average population growth rate (2000-2007) of 2.04%



Computations

Sewerage: HUCs

Maximum IRA allocation for sanitation (% of IRA to be allocated for the program) 1.5%
Maximum annual IRA allocation for sanitation (in million pesos) 210.4
Yearly amortization of deficit (assumed to be borrowed for term of 15 years) 382.2
Annual Financing Gap -171.8
Required NG Cost-share in % 45%
Cost share as proposed during NEDA meeting May 6,2 010 40%
Estimated user fee per cu.m. of water consumed (cost recovery over 15 years) 9.20
Affordability (User fee as a % of HH average M income) 5.0%
NPV- Free cash flow to equity (cost of equity of 8%) 0
P1.5
NPV- Free cash flow to firm (weighted average cost of capital, 6.4%) million




2010 IRA of HUCs

Amount in Million

Region City Pesos
Region llI Angeles City 459
Region llI Olongapo City 436
Region IV-A Lucena City 382
Region IV-B Puerto Princesa City 1,424
Region VI Bacolod City 663
Region VI lloilo City 548
Region VI Cebu City 1,041
Region VI Lapu-Lapu City 423
Region VI Mandaue City 432
Region VIl Tacloban City 430
Region IX Zamboanga City 1,511
Region X Cagayan de Oro City 841
Region X lligan City 794
Region XI Davao City 2,566
Region Xl General Santos City 854
CAR Baguio City 433
CARAGA Butuan City 789
Grand Total 14,026




