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Project Administration Manual Purpose and Process

The project administration manual (PAM) describes the essential administrative and management
requirements to implement the project on time, within budget, and in accordance with Government and
Asian Development Bank (ADB) policies and procedures. The PAM should include references to all
available templates and instructions either through linkages to relevant URLs or directly incorporated in
the PAM.

The Metropolitan Waterworks and Sewerage System (MWSS) is wholly responsible for the
implementation of ADB financed projects, as agreed jointly between the borrower and ADB, and in
accordance with Government and ADB’s policies and procedures. ADB staff is responsible to support
implementation including compliance by MWSS of their obligations and responsibilities for project
implementation in accordance with ADB’s policies and procedures.

At Loan Negotiations the borrower and ADB shall agree to the PAM and ensure consistency with the
Loan agreement. Such agreement shall be reflected in the minutes of the Loan Negotiations. In the
event of any discrepancy or contradiction between the PAM and the Loan Agreement, the provisions of
the Loan Agreement shall prevail.

After ADB Board approval of the project's report and recommendations of the President (RRP) changes
in implementation arrangements are subject to agreement and approval pursuant to relevant
Government and ADB administrative procedures (including the Project Administration Instructions) and
upon such approval they will be subsequently incorporated in the PAM.
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ADF
AFS
CQs
DMF
EA
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EIA
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ESMS
GACAP
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ICB
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IPP
IPPF
LAR
LIBOR
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Abbreviations

Asian Development Bank

Asian Development Fund

audited financial statements

consultant qualification selection

design and monitoring framework

executing agency

environmental assessment and review framework
environmental impact assessment
environmental management plan
environmental and social management system
governance and anticorruption action plan
gross domestic product

international competitive bidding

initial environmental examination

indigenous people plan

indigenous people planning framework

land acquisition and resettlement

London interbank offered rate

Metropolitan Waterworks and Sewerage System
national competitive bidding

nongovernment organizations

project administration instructions

project administration manual

project implementation unit
quality based selection

guality- and cost based selection

report and recommendation of the President to the Board
standard bidding documents

second generation imprest accounts
statement of expenditure

Safeguard Policy Statement

summary poverty reduction and social strategy
terms of reference



PROJECT DESCRIPTION

1. Project's rationale, location and beneficiaries. The project supports the rehabilitation
of Angat transmission system, with the objective to provide sustained and secured water supply
to Metro Manila. The project preparatory technical assistance prioritized constructing a new
upstream tunnel to further improve water transmission and secure future water supply for Metro
Manila’s 15 million inhabitants." The project directly supports the government’s sector
develcz)pment goal by providing access to safe, adequate and sustainable water supply to all by
2025.

2. More than 95% of the water supply for Metro Manila comes from a single source: the
Umiray—Angat-Ipo, or Angat system. Water from the Angat reservoir is conveyed through three
parallel tunnels followed by six parallel aqueducts, to water treatment plants in Metro Manila.®
The treated water is then distributed to households, businesses, and industries in Metro Manila,
and parts of Cavite and Rizal provinces. The transmission’s tunnel system is up to 75 years old,
in poor condition, and not in compliance with current structural and seismic requirements. These
factors could lead to serious interruptions of Metro Manila’s water supply.

3. The proposed project will construct the urgently required fourth parallel tunnel. This new
tunnel will not increase system capacity, but it will enable the rehabilitation or decommissioning
of the upstream tunnels and downstream aqueducts.*

4, The proposed project aims to (i) help restore the full design capacity of the Angat
systems and thus ensure the sustainable provision of the water supply distribution system, and
(i) mitigate the risk of a total loss of water supply to Metro Manila and portions of Cavite and
Rizal provinces. Both objectives are essential for the stable economic growth of Metro Manila
and the Philippines.® The government has asked the Asian Development Bank (ADB) to finance
this investment.

5. Restoring full system capacity. The MWSS, a government-owned corporation,
provides water supply and sanitation services to Metro Manila and portions of Cavite and Rizal
provinces. In 1997, it awarded two concession contracts to private firms for water distribution
and wastewater management. The MWSS retained responsibility for raw water supply.
Privatizing the distribution services significantly improved the delivery of water supply services.
The serviced population has doubled since 1997, with 90% of the population having 24-hour
access. The level of nonrevenue water has been cut from more than 60% in 2002 to 10%—-40%
in 2015.

6. With the concessionaries’ expanding coverage, demand for water has increased to
about 40 cubic meters per second (3.4 million cubic meters per day). Until now, the water

! ADB. 2012. Technical Assistance to the Philippines for Angat Water Transmission Improvement Project. Manila.

(TA 8169-PHI, approved on 13 September 2012).

Government of the Philippines, National Economic and Development Authority. 2010. The Philippine Water Supply
Sector Roadmap, 2nd Edition. Manila.

The Angat reservoir is a multipurpose dam for water supply, irrigation, and hydropower generation. It is located 35
kilometers northeast of Metro Manila. The tunnel and aqueduct system comprises six underground pipes with
lengths of up to 15 kilometers and diameters of 2.0-3.7 meters. The oldest pipes were built in 1939, the newest
were constructed in 2012.

The MWSS formally requested ADB assistance with the rehabilitation of the aqueducts. The project preparatory
technical assistance is tentatively scheduled for 2016 approval.

The National Capital Region accounts for 32% of the gross domestic product of the Philippines.
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gained through the concessionaires’ nonrevenue water reduction programs could meet the
increased demand. Given that these programs will achieve their optimal results by 2018, raw
water supply must be expanded to cover future increased demand.® The MWSS plans to
develop another significant water source through the New Centennial Water Source Project.’
However, this will only be operational after 2021.% There is therefore an urgent need to restore
the Angat system to its full design capacity of 46 cubic meters per second to ensure that future
demand can be met.

7. Loss of water supply. The chance of a serious breakdown of Metro Manila’s only water
source is increasing.’ This would lead to losses to the economy of Metro Manila and the
Philippines, as well as potential health hazards. The poor urban population would suffer most
because of their limited capacity to tap alternative water sources. Recognizing the Angat
system’s critical importance to uninterrupted water supply to Metro Manila, the MWSS prioritized
the construction of a new aqueduct, which was completed in 2012.*° The full capacity of this
agueduct can only be achieved if a new tunnel is constructed to feed raw water into it. This will
also substantially reduce the risk of full or partial water supply disruption.

8. Impact and Outcome. The impact of the project is aligned with the government’s sector
development goal by providing access to safe, adequate and sustainable water supply to all by
2025. The outcome is reliable and adequate water supply by the tunnel system.

9. Outputs. The project will have two outputs.

10. New tunnel constructed. The new tunnel is approximately 6.3 kilometers (km.) long
and with a finished, internal span diameter of approximately 4 meters. The works consist of (i)
intake structure at Ipo reservoir, (ii) tunnel works, (iii) new transition basin at Bigte; (iv)
connection of the new transition basin at Bigte to the existing transition basin No.3 at Bigte, and
(v) necessary modifications to the existing transition basin No.3 at Bigte.

11. With the concessionaries’ expanding coverage, demand has increased accordingly to
about 40 m¥sec (or 3.4 million cubic meters per day [m*/day]). Until recently, the water gained
through the concessionaires’ nonrevenue water (NRW) reduction programs could meet the
increased demand. Since these programs will soon achieve their optimal results,** raw water
supply expansion must cover future increased demand.

12. The forecasted demand for Metro Manila’s water supply is 50 m*/sec (or 4.2 million
m3/day) by 2025 and 70 m*/sec (or 6.1 million m*/day) by 2035, while the granted water right for
the Angat system is 54 m®/sec. However, in 80% of the time, the flow is less than 46 m®/sec and
in 50% of the time, it is even less than 40 m®sec. Restoring the design capacity is urgently
required to ensure that demand can be met over the next few years while also developing
alternative water sources.

Further nonrevenue water reduction is not cost effective: the incremental benefits will not compensate for the

incremental costs.

System of dams, reservoirs, and transmission lines, located 40 kilometers east of Metro Manila.

The Angat system is therefore critical to ensuring that the demand projected for 2021 can be supplied. After 2021,

additional sources, such as the first phase of the New Centennial Water Source Project and the Kaliwa Low dam,

should be operational to cover the demand projection until 2027.

Experts estimate the probability of a partial breakdown at 20%, with a minimum capacity loss of one-third of the

total capacity and a restoration period of 2 months.

10 NJS Consulting Engineers. 2005. Angat Water Utilization and Aqueduct Improvement Project Phase 2 (Final
Report). Manila.

™ Further nonrevenue water reduction is not cost effective: the incremental benefits will not compensate the

incremental costs.
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13. The tunnel construction is the second step of a full rehabilitation of the Angat
transmission system. The first step was the construction of aqueduct 6 and partial rehabilitation
of aqueduct 5, all completed in July 2012. The construction of tunnel 4 creates redundancy in
the tunnel system and augments the supply to the new aqueduct to its full capacity. Flow
conditions and operational flexibility in the transmission system will improve. Consequently, it
will be possible to fully rehabilitate the transmission system by sequentially closing, inspecting,
and rehabilitating the other tunnels and aqueducts. A priority list of older structures and
appurtenances needing renewal, rehabilitation and/or decommissioning can be prepared. An
initial assessment is presented in Table 4.1.

Table 4.1: Priority for potential rehabilitation to conveyance structures

Priority Conveyance Issues Potential rehabilitation
1 New Tunnel 4 Critical to Increase flow and f"?‘?"'t?‘te Subject of this project
subsequent inspection and rehabilitation
Critical tunnel, no permanent concrete Permanent concrete Ilnlng . Ioca_IIy or
2 Tunnel 3 lining. rock bolts 21-vear-old total length, use corrosion resistant
9 y rock bolts + additional shotcrete
3 Tunnel 2 Critical tunnel, 30-year-old Optioneered repairs to concrete lining
Aqueducta  MPoMant agqueduct leakage at o, CEEREEIE SCCRE O 08
q precast pipes potential seismic risk P ull rep pIpes,
replace all fittings
Additional lining, lining repair to
4 Tunnel 1 74-year-old tunnel maintain integrity
Repairs to concrete, replace essential
- - 0, !
5 Aqueduct 3 44-year-old, leakage at 10% fittings for emergency operation
- - 0, tti
6 Aqueduct 1-2 74-year-old, leakage at 6%, fittings Decommission

generally not serviceable

Source: Asian Development Bank.

14. A schematic diagram of the transmission system is in Figure 1.



Figure 1: Schematic layout of transmission system
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15. Capacity building support provided. This consists of (i) hand on training of MWSS’
project management office staff to improve skills in contract management and contract
supervision; and (ii) capacity building on gender awareness promotion and training, and
implementation of the communication strategy with regard to livelihood opportunities and
awareness of health-related risks.

16. The tunnel will be contracted under a design-build contract. The design of the works
requires high-quality and specific expertise in tunnel design, while during construction, design
may have to be adjusted based on local geological conditions which can only be confirmed
during construction.

17. To ensure that works will be completed strictly following technical and environmental
specifications as outlined in the employer’s requirements and the environmental management
plan, high quality and specific design review and works supervision is required.

18. The poverty and social analysis was prepared to address social impacts and enhance
distribution of project benefits. The project is classified as a general intervention given that it will
indirectly target poverty reduction for the beneficiary water end users in Metro Manila and the
communities residing near the source, or source communities.™ In Metro Manila, the project will
ensure the continuity of water supply to its 15 million residents. Both concessionaires have
programs to ensure that their services are accessible to the poor communities of Metro
Manila.® For the source communities, the project will support the employment in civil works
construction, as well as promoting local skills development.*

19. The project is also classified as some gender elements. Proactive gender features have
been included in the project design. These include (i) training in water conservation and hygiene
promotion of source communities, with special focus on women and children; and (ii) promoting
public awareness among men and women in the source communities on the livelihood
opportunities and benefits that will be generated during project construction.

Il IMPLEMENTATION PLANS
A. Project Readiness Activities
20. ADB approved the advance actions in procurement and recruitment on 5 September

2013. An advance contracting notice of the works was issued on 16 September 2013. The bid
documents have been approved and an invitation to bid was issued on 20 February 2015.

12 Bigte and San Mateo barangays, Bulacan Province.

¥ Manila Water's Tubig para sa Barangay (Water for the Poor) program and Maynilad Water Services’ Samahang
Tubig Maynilad (Water Organization Manila).

1 The target is for 50% of unskilled jobs to be filled by people from the source communities and indigenous peoples.
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Project Readiness Activities

To be

INDICATIVE ACTIVITIES Completed completed RESPONSIBLE
Issuing invitation to bid - works Feb 2015 EA
Issu!ng request for proposal - Feb 2016 EA
services
Establish project implementation Feb 2015 EA
arrangements
ADB Board approval March 2016 EA
Loan signing April 2016 EA/ADB
Govgrnment legal opinion April 2016 EA
provided
Loan effectiveness April 2016




B. Overall Project Implementation Plan

2015 2016 2017
1 2 3 4|1 2 3 4]1 2 3 4

Loan negotiation
Loan signing
Loan effectiveness

Tunnel Construction

Notice to Proceed

Contractor’s mobilization

Surveys and Investigations
Detailed design

Construction

Performance tests, commissioning
Demobilization

Defect notification period

Management Activities

Advertisement design build contract [ ]
1 stage bidding

Technical evaluation

2" stage bidding
Technical/financial evaluation
Contract award
Advertisement management consultant contract .
Bidding

Evaluation

Contract award

Contract supervision and project management

Safeguard implementation

Updating draft EMP
Validation of IR classification
Updating draft IPP
Implement FPIC

Safeguard monitoring




M. PROJECT MANAGEMENT ARRANGEMENTS

A. Project Implementation Organizations — Roles and
Responsibilities

21. The project will be managed in a manner similar to the management of the construction
of the recently completed aqueduct number 6 and partial rehabilitation of aqueduct number 5.

22. MWSS will be the executing agency for the project and will be the contracting party of
the works and services contracts. MWSS will be responsible for the overall execution of the
project.

23. The MWSS’s Project Management Office as approved by the Governance Commission
for Government Owned or Controlled Corporations (GCG) on November 23, 2015 will be
responsible in the implementation of its special projects. The PMO falls under the Office of the
Deputy Administrator for Engineering and Operations. This project will be managed by the
Project Management Office - Angat Water Transmission Improvement Project (PMO-AWTIP). It
will be organized for the day-to-day management of the project from pre-construction (including
procurement) up to post-construction (commissioning and project close-out). The project
management team will be led by an MWSS project manager and/or contracting officer. The
project management team will consist of MWSS engineering and project management staff and
will be supported by the PMO-Support Services Group, a technical group representing the two
concessionaires and the Common Purpose Facilities and a consultant’s team.

24, The PMO-AWTIP will include a specific unit, responsible for implementation and
monitoring social and environmental safeguards. This unit will be supported by the Resettlement
Group within a Support Services Group under the Deputy Administrator for Engineering and
Operations. This group is responsible for the projects that requires crucial component such as
land acquisition and right of way, relocation and/or resettlement concerns.

25. This safeguard unit will be responsible for (i) providing technical assistance in the
effective implementation of the environmental management plan and indigenous people’s plan;
(i) the validation and updating of involuntary resettlement due diligence and inventory of
impacts, and updating of environmental management plan (EMP) and indigenous peoples plan
(IPP) based on the final technical design; (iii) providing capacity development for IP
associations, (iv) implementation of awareness programs and communication strategy, (V)
coordinating  with National Commission on Indigenous Peoples (NCIP) Bulacan and IP
communities in the conduct of the Free Prior and Informed Consent (FPIC), (vi) monitoring of
EMP, IPP and saocial development program, and (vi) report preparation.

26. The PMO-AWTIP will be responsible for implementation and monitoring of project’s
social development action plans, including the gender action plan, summary poverty reduction
strategy, and stakeholder communication strategy.

27. Overall supervision is provided by MWWS Board and by National Economic and
Development Authority and Department of Finance as part of their supervisory role of
government-owned and controlled corporations (GOCC).

28. The consultant provides contract management and construction supervision services for
the duration of project implementation. Scope of work includes review of detailed engineering



design, review and monitoring of the contractor’s plans for traffic management and re-routing,
environmental management, and safety, protection, security and accident prevention.

29. MWSS has little experience in handling the procurement following ADB procedures, nor
in two-stage bidding processes and limited experience in procuring design and build contracts.
ADB and the PPTA consultant provide support in the finalization of bidding documents. ADB will
provide procurement support through grant-financed experts to assist with the evaluation,
negotiation, and awarding procedures of the works and services contracts.

Project implementation
organizations

Management Roles and Responsibilities

MWSS (EA)

Project management office

Technical working group

ADB

A\ vV VYV VV VVVVY VY VY VVYVYYV

YV VVY

A\

Overall responsibility for project execution

Contracting party for contractors and consultants

Reviews the project implementation progress

Reviews and endorses any proposed change in the project
scope or implementation arrangements

Ensures compliance with safeguard and other loan
covenants

Ensures compliance of financial audit recommendations

Day-to-day management of works contract

Day-to-day management of service contract

Monitors project implementation progress

Reviews and submits payment requests and manages
finance

Reviews and endorses contract variation requests

Initiates updates of Construction Environmental
Management Plan (CEMP), IPP and IR validation

Reviews environmental compliance and proposes mitigation
actions when required

Implements and monitors stakeholder communication
strategy (SCS) and summary poverty reduction and social
strategy (SPRSS)

Obtain approvals from government departments and/or
agencies

Reports on compliance with loan covenants

Reports on compliance of financial audit recommendations

Provides technical know-how related to operation and
maintenance issues of completed works that may affect
project design and construction

Reviews and endorses payment requests

Reviews and endorses contract variation requests

Approves procurement documents, evaluations and
contracting proposals.

Conducts periodic project review missions, a mid-term
review and a completion mission for the project
Confirms compliance of all loan covenants

Confirms compliance of financial audit recommendations
Updates the project performance review reports
Processes withdrawal applications and releases eligible
funds

Updates project information subject to disclosure on the ADB
website
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B. Key Persons Involved in Implementation

Executing Agency
Metropolitan Waterworks and
Sewerage System

ADB

Urban and Water Division, Southeast

Asia Regional Department

Mission Leader

Officer's Name: Leonor C. Cleofas

Position: Deputy Administrator, Office of the Deputy Administrator
for Engineering & Operations

Telephone: +63 (0)2 922-3757; 922-2969

Fax No: +63 (0)2 921-2887

Email address: info@mwss.gov.ph

Office Address: Administration Building, MWSS Complex, 489
Katipunan Road, Balara, Quezon City 1105 Philippines

Staff Name: Tatiana Gallego-Lizon

Position: Director

Telephone No. +63 (0)2 632-5613

Email address: tgallegolizon@adb.org

Staff Name: Paul van Klaveren

Position: Senior Urban Development Specialist
Telephone No. +63 (0)2 632-5720

Email address: pvanklaveren@adb.org

C. Project Organization Structure

MWSS
Administrator

Support services

Legal
Engineering
Public & Community

Deputy Administrator for
engineering and operation

Project management office

Relations Saf d < — —I' Technical aroup /CPF
e Administration a fgﬁar
e Finance group
l——» Asian Development Bank
\ 4
Consultant P
-~
y 7
y
Contractor &

Delegation, reporting, monitoring, endorsement

Payment request
Advises
Payments
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Table 4.3: Project Readiness Filters

| Stage of Project Preparation
Key Project Preparation | Appraisal/ Negotiations | Effectiveness | Comments
Elements SRM
Project consistent with Confirmed Project is in the 2013
government plans Country Operations
Business Plan.
EA related assessment
Sector's Institutional and | Done Part | section A and part Il
Political Economy Context of CP
Stakeholder Analysis Done Part | section A and part Il
of CP
Procurement capacity | Done Summary in Part IV, section
assessment C of RRP
Full description in Part VI,
section B of PAM)
Financial management | Done Summary in Part IV, section
capacity assessment C of RRP
Full description in Part V,
section A of PAM)
Governance risk assessment | Done Summary in Part IV, section
C of RRP
Full description in Part V,
sections B, C and D of PAM
Feasibility study and | Completed Bid documents are being
preliminary design finalized
Safeguards
Environmental Assessment Completed Cat B, IEE completed
Involuntary Resettlement | Completed CatC
Assessment
Right-of-way acquisition and | N/A No compensation required
Resettlement action plan
Indigenous Peoples | Completed Cat B — IPP completed
Assessment
Design and Monitoring | Agreed RRP Appendix 1
Framework
Project M&E arrangements Confirmed section IX of PAM
Base-line data Confirmed Reflected in DMF
Project implementation mechanisms
Analysis whether a PIU is | Done Appendix 1lof CP
needed
Identification ~ of  Project | Identified Part 11l of PAM
Director and project
management team
Office, equipment, and other | Identified Part 11l of PAM
facilities for project
implementation
Procurement issues
Advance  contracting  of | Started
goods, works, and services
Procurement plan (at least | Finalized Part VI, section C of PAM
first 18 months) with details
on each contract's schedule
and approval flow chart
ToRs and RFPs  for | Draft ToR contracts Part VI, section D of PAM
consultancy contracts finalized — for ready for
review by EA signing
Bidding documents for all | Bid Bidding to start as soon as

11




Stage of Project Preparation

Key Project Preparation | Appraisal/ Negotiations | Effectiveness | Comments
Elements SRM
contracts on works and | documents to government  clears bid
goods to be procured in the | be finalized documents.
first 18 months and
submitted to
ADB by
August 2014
Project Administration Manual Confirmed by PAM being finalized
EA and
signed off by
PAU head
Philippines Authorities’ approvals obtained
Loan Fact Finding Mission | x
MoU signed by EA/DOF
a. Draft PAM agreed
ICC-CC approval after ICC- | x
TB endorsement
FOA issued by DBM X
NEDA Board confirmation of
ICC-CC approval X
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V. COSTS AND FINANCING

30. Cost Estimate. The total cost of the Project is estimated at $134.0 million, including
taxes, duties, and physical and price contingencies (Table 4.4).

Table 4.4: Project Investment Plan

($ million)
Item Amount?
A. Base Cost’
1 Construction of a new tunnel 98.4
1.1 Facilities 3.0
1.2 Contractor’s design 2.9
1.3 Civil and electro-mechanical works 90.3
1.4 Environmental and social mitigation measures 2.2
2 Capacity building support 6.0
Sub-total (A) 104.4
B. Physical and Price Contingencies® 22.0
C. Financing Charges during Implementation® 7.6
Total (A+B+C) 134.0
% Includes taxes and duties of $10.7 million to be financed from government resources through
exemption.

In mid-2015 prices.

Physical contingencies computed at 15% for civil works. Price contingencies computed at 4.55% on
foreign exchange costs and 8.49% on local currency costs; includes provision for potential exchange
rate fluctuation under the assumption of a purchasing power parity exchange rate.

Includes interest and commitment charges. Interest during construction for ADB loan(s) has been
computed at the 5-year forward London interbank offered rate plus a spread of 0.50%. Commitment
charges for an ADB loan are 0.15% per year to be charged on the undisbursed loan amount.

Source: Asian Development Bank estimates.

31. The Government requested a $123.3 million loan from ADB’s ordinary capital resources
to help finance the Project. The loan will have a 25-year term, including a grace period of 6.5
years, a straight-line repayment method, an annual interest rate determined in accordance with
ADB’s London interbank offered rate (LIBOR)-based lending facility plus a contractual spread of
0.50% per year, a commitment charge of 0.15% per year on the undisbursed loan amount (the
interest and other charges during construction to be capitalized in the loan) and such other
terms and conditions to be set forth in the draft loan agreement. Based on this, the average loan
maturity is 16 years and the maturity premium payable to ADB is 0.10% per annum.

32. The financing plan is in Table 4.5.

Table 4.5: Financing Plan

Source Amount ($ million) Share of Total (%)
Asian Development Bank
Ordinary capital resources (loan) ? 123.3 92.0
Government® 10.7 8.0
Total 134.0 100.0

¢ ADB loan may finance local transportation and insurance costs
b —_— )
Government will finance taxes duties.
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Table 4.6: Detailed Cost Estimates by Expenditure Category

Amount® % of
(US$ Million) Base
Item Local Foreign Total Costs
A. Investment Costs”
1 Tunnel construction
1.1 Facilities 3.0 3.0 29
1.2 Contractor’s design 2.9 2.9 2.8
1.3  Civil works 68.5 20.7 89.2 85.4
1.4  Electro-mechanical works 11 11 11
1.5 Environmental and social mitigation measures 2.2 2.2 2.1
Total construction of a new tunnel 76.6 21.8 98.4 94.3
2 Capacity building support 4.8 1.2 6.0 5.7
Subtotal (A) 81.4 23.0 104.4 100.0
B. Physical and Price Contingencies® 17.2 4.8 22.0 211
C. Financing Charges during Implementation®
1 Interest During Implementation 6.9 6.9 6.6
2 Commitment Charges 0.3 0.3 0.3
Subtotal (C) 7.6 7.6 7.3
Total Project costs (A+B+C) 98.6 35.4 134.0 128.4

In mid-2015 prices.

Includes taxes and duties of $10.7 million to be financed from government resources through exemption.

Physical contingencies computed at 15% for civil works. Price contingencies computed at 4.55% on foreign exchange

costs and 8.49% on local currency costs; includes provision for potential exchange rate fluctuation under the

assumption of a purchasing power parity exchange rate.

Includes interest and commitment charges. Interest during construction for ADB loan(s) has been computed at the 5-

year forward London interbank offered rate plus a spread of 0.50%. Commitment charges for an ADB loan are 0.15%

per year to be charged on the undisbursed loan amount.
Source: Asian Development Bank estimates.
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Table 4.7: Allocation and Withdrawal of Loan Proceeds

ALLOCATION AND WITHDRAWAL OF LOAN PROCEEDS
Angat Water Transmission Improvement Project

No. Item Total Amount Allocated | Basis for Withdrawal from the
for ADB Financing Loan Account
Category
1 Construction of a new tunnel 88,100,000 | 100% of total expenditure claimed*
2 Capacity building support 5,600,000 | 100% of total expenditure claimed*
3 Interest and Commitment Charges 7,600,000 | 100% of amounts due
4 Unallocated 22,000,000
Total 123.300,000

*Exclusive of taxes and duties imposed within the territorv of the Borrower.
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Table 4.8: Detailed Cost Estimates by Financier

($ million)
ADB % of Government % of Total

Iltem Cost Category Cost Category Cost
A. Investment Costs?®

1 Tunnel construction

1.1 Facilities 2.6 100.0 2.6

1.2 Contractor’s design 2.4 100.0 2.4

1.3 Civil works 80.1 100.0 80.1

1.4 Electro-mechanical works 1.0 100.0 1.0

1.5 Environmental and social mitigation measures 2.0 100.0 2.0

Total construction of a new tunnel 88.1 100.0 88.1

2 Capacity building support 5.6 100.0 5.6

3 Taxes and duties 10.7 100.0 10.7

Subtotal (A) 93.7 100.0 104.4

B. Physical and Price Contingencies® 22.0 100.0 22.0
C. Financing Charges during Implementation®

1 Interest During Implementation 7.3 100.0 7.3

2 Commitment Charges 0.3 100.0 0.3

Subtotal (C) 7.6 100.0 7.6

Total Project costs (A+B+C) 123.3 92.0 10.7 8.0 134.0

% In mid-2015 prices.

b Physical contingencies computed at 15% for civil works. Price contingencies computed at 4.55% on foreign exchange costs and 8.49% on local currency costs;

includes provision for potential exchange rate fluctuation under the assumption of a purchasing power parity exchange rate.

¢ Includes interest and commitment charges. Interest during construction for ADB loan(s) has been computed at the 5-year forward London interbank offered rate

plus a spread of 0.50%. Commitment charges for an ADB loan are 0.15% per year to be charged on the undisbursed loan amount.
Source: Asian Development Bank estimates.
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Table 4.9: Detailed Cost Estimates by Output

($ million)
Output 1 % of Output 2 % of Total
ltem Cost Cost
Category Category Cost
A. Investment Costs®
1 Tunnel construction
1.1 Facilities 2.6 100.0 2.6
1.2 Contractor’s design 2.4 100.0 2.4
1.3 Civil works 80.1 100.0 80.1
1.4 Electro-mechanical works 1.0 100.0 1.0
1.5 Environmental and social mitigation measures 2.0 100.0 2.0
Total construction of a new tunnel 88.1 100.0 88.1
2 Capacity building support 5.6 100.0 5.6
3 Taxes and duties” 10.3 96.3 0.4 3.7 10.7
Subtotal (A) 98.4 94.3 6.0 5.7 104.4
B. Physical and Price Contingencies® 21.7 98.6 0.3 1.4 22.0
C. Financing Charges during Implementation®
1 Interest During Implementation 6.9 95.0 0.4 5.0 7.3
2 Commitment Charges 0.3 100.0 0.3
Subtotal (C) 7.2 95.0 0.4 5.0 7.6
Total Project costs (A+B+C) 127.3 95.0 6.7 5.0 134.0

% In mid-2015 prices.

® Taxes and duties to be financed from government resources.

¢ Physical contingencies computed at 15% for civil works. Price contingencies computed at 4.55% on foreign exchange costs and 8.49% on local currency costs;
includes provision for potential exchange rate fluctuation under the assumption of a purchasing power parity exchange rate.

¢ Includes interest and commitment charges. Interest during construction for ADB loan(s) has been computed at the 5-year forward London interbank offered rate
plus a spread of 0.50%. Commitment charges for an ADB loan are 0.15% per year to be charged on the undisbursed loan amount.

Source: Asian Development Bank estimates.
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Table 4.10:

Detailed Cost Estimates by Year

($ million)
Total 2016 2017 2018 2019 2020 2021
Item
A. Investment Costs®
1 Tunnel construction
1.1 Facilities 2.6 0.7 0.8 0.4 0.3 0.3 0.1
1.2 Contractor’s design 2.4 0.9 1.0 0.2 0.2 0.1 0.0
1.3 Civil works 80.1 8.3 175 18.4 17.6 18.3 0.0
1.4  Electro-mechanical works 1.0 0.1 0.1 0.0 0.1 0.7 0.0
15 r'f]ri‘t‘i’g:t?c';‘]enqtea;ﬂi joc'a' 2.0 0.5 1.0 0.5 0.0 0.0 0.0
Total construction of a new tunnel 88.1 105 20.4 195 18.2 194 0.1
2 Capacity building support 5.6 15 18 0.9 0.8 0.5 0.1
Subtotal (A) 93.7 12.0 22.2 20.4 19.0 19.9 0.2
B. Contingenciesb 22.0 55 4.9 4.7 4.4 2.5 0.0
C. rr:qnpﬁgﬁq'ggtgt?j;%es during 7.6 0.3 0.8 11 1.4 1.8 2.2
Total Project Costs (A+B+C)" 123.3 17.8 27.9 26.2 24.8 24.2 2.4
% of Total Project Costs 100.0 14.4 22.6 21.2 20.1 19.7 1.9

% In mid-2015 prices.

® Physical contingencies computed at 15% for civil works. Price contingencies computed at 4.55% on foreign
exchange costs and 8.49% on local currency costs; includes provision for potential exchange rate fluctuation under
the assumption of a purchasing power parity exchange rate.

[

Includes interest and commitment charges. Interest during construction for ADB loan(s) has been computed at the

5-year forward London interbank offered rate plus a spread of 0.50%. Commitment charges for an ADB loan are
0.15% per year to be charged on the undisbursed loan amount.

¢ Excluding taxes and duties

Source: Asian Development Bank estimates.

A. Contract and Disbursement S-curve

Table 4.11: Contract Awards Projections ($ million)

Total
Q1 Q2 Q3 Q4 Annual Cumulative
2016 0.0 0.0 88.1 5.6 93.7 93.7
2017 0.0 0.0 0.0 0.0 0.0 93.7
2018 0.0 0.0 0.0 0.0 0.0 93.7
2019 0.0 0.0 0.0 0.0 0.0 93.7
2020 0.0 0.0 0.0 0.0 0.0 93.7
2021 0.0 0.0 0.0 22.0 22.0 115.7
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Figure 2: Contract Awards Projections
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Table 4.12: Disbursement Projections ($ million)
Total
Q1 Q2 Q3 Q4 Annual Cumulative

2016 0.0 0.0 17.6 1.1 18.7 18.7
2017 3.0 3.0 9.5 11.0 26.5 45.2
2018 6.5 6.5 6.5 6.5 26.0 71.2
2019 6.2 6.2 6.2 6.2 24.8 96.0
2020 6.0 6.0 5.8 75 25.3 121.3
2021 0.6 0.5 0.5 0.4 2.0 123.3
2022 0.0 0.0 0.0 0.0 0.0 123.3
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Figure 3: Disbursement Projections
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B. Fund Flow Diagram

33. The following are the funds flow arrangements:

For Loan Disbursement
e Contractor and consultant submit billing to MWSS. In case of contractors’ claim,

the consultant will endorse this claim;
o ADB releases funds directly to the contractor based on approved withdrawal
application.

For loan and interest repayment
e ADB submits billing to MWSS
o MWSS advises concessionaires for loan/interest payment
e Concessionaires release funds to MWSS representing loan/interest payment
¢ MWSS releases funds to ADB representing loan/interest payment
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V. FINANCIAL MANAGEMENT
A. Financial Management Assessment

34. The Financial Management Capacity risk is assessed to be moderate. MWSS is a
GOCC created under Republic Act 6234 “to ensure an uninterrupted and adequate supply and
distribution of potable water for domestic and other purposes at just and equitable rates”. It has
implemented several projects financed by foreign institutions like ADB, IBRD, China Eximbank,
JBIC, Banque Nationale de Paris. MWSS follows the basic policies and procedures outlined by
the new government accounting system (NGAS) as required by the Commission on Audit
(COA). MWSS has prepared a comprehensive well-documented MWSS accounting and internal
audit manual to comply with the basic objectives of financial reporting and the objectives of the
prescribed NGAS. For the last three years, no major accountability issues were brought out in
the audit reports by COA. Financial sustainability of the investment is secured through
repayment from the water users through the concessionaries, as part of the water fees.

35. MWSS retains ownership of the water facilities and exercises its regulatory functions on
water rates under the concession agreements between MWSS and the two concessionaires.
The costs associated with MWSS’s major development projects, including the 1% sovereign
guarantee fee for the sovereign guarantee of the ADB loan are passed on and paid by the two
concessionaires as part of the debt servicing under the concession fees.

36. The project loan supports the recruitment of contract management consultants, tasked to
assist MWSS in financial management of the project. No further project related actions are
proposed.

B. Disbursement

37. The Loan proceeds will be disbursed in accordance with ADB’s Loan Disbursement
Handbook (2015, as amended from time to time), and detailed arrangements agreed upon
between the Government and ADB. Online training for project staff on disbursement policies
and procedures is available at: http://wpqr4.adb.org/disbursement elearning. Project staff are
encouraged to avail of this training to help ensure efficient disbursement and fiduciary control.

38. Disbursements from the ADB loan for contracts of the works and consulting services will
be generally through direct payment procedure. Before the submission of the first withdrawal
application, MWSS should submit to ADB sufficient evidence of the authority of the person(s)
who will sign the withdrawal applications on behalf of the borrower, together with the
authenticated specimen signatures of each authorized person. The minimum value per
withdrawal application is US$100,000 equivalent. Individual payments below this amount
should be paid by the EA and subsequently claimed to ADB through reimbursement, unless
otherwise accepted by ADB.

C. Accounting
39. MWSS will maintain separate project accounts and records by funding source for all

expenditures incurred on the Project. Project accounts will follow international accounting
principles and practices or NGAS as required by the Commission on Audit (COA).
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D. Auditing and Public Disclosure

40. Project financial statements. MWSS shall (i) maintain separate accounts and records
for the Project; (ii) prepare consolidated annual financial statements for the Project in
accordance with accounting principles acceptable to ADB; (iii) have such financial statements
audited annually in accordance with International Standards on Auditing and with the
Government’s audit regulations by the Commission on Audit, as an independent auditor
acceptable to ADB.

41. The annual audit report for the project financial statements will include an audit
management letter and audit opinions which cover (i) whether the project financial statements
present a true and fair view or are presented fairly, in all material respects, in accordance with
the applicable financial framework; (ii) whether loan and grant proceeds were used only for the
purposes of the project or not; (iii) the level of compliance for each financial covenant contained
in the legal agreements for the project; and (v) the use of the SOE procedures certifying to the
eligibility of those expenditures claimed under SOE procedures, and proper use of the SOE
procedures in accordance with ADB’s Loan Disbursement Handbook and the project
documents.

42. Compliance with financial reporting and auditing requirements will be monitored by
review missions and during normal program supervision, and followed up regularly with all
concerned, including the external auditor.

43. The Government and MWSS have been made aware of ADB‘s policy on delayed
submission, and the requirements for satisfactory and acceptable quality of the project financial
statements. ADB reserves the right to require another auditor to review specific activities if the
COA report does not satisfy its requirements for certain disclosure/monitoring purposes, or for
MWSS to provide additional support to the auditor, if the audits required are not conducted in a
manner satisfactory to ADB, or if the audits are substantially delayed. ADB reserves the right to
verify the Project's financial accounts to confirm that the share of ADB's financing is used in
accordance with ADB's policies and procedures.

44, Public disclosure. Public disclosure of the project financial statements, including the
audit report on the project financial statements, will be guided by ADB’s Public Communications
Policy (2011).15 After review, ADB will disclose the project financial statements for the project
and the opinion of the auditors on the financial statements within 30 days of the date of their
receipt by posting them on ADB’s website. The Audit Management Letter and the entity financial
statements will not be disclosed.

15 Available from http://www.adb.org/documents/pcp-2011?ref=site/disclosure/publications
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VI. PROCUREMENT AND CONSULTING SERVICES
A. Advance Contracting

45, All contracting will be undertaken in conformity with ADB’s Procurement Guidelines
(2015, as amended from time to time) and ADB’s Guidelines on the Use of Consultants (2013,
as amended from time to time). The issuance of invitations to bid and requests for expressions
of interest under advance contracting will be subject to ADB approval. MWSS has been advised
that approval of advance contracting does not commit ADB to finance the Project.

46. The Government requested and ADB approved on 5 September 2013, the advance
contracting of the works and the consulting service. On 8 September 2013 the advance
contracting notice of the works contract was published.

47. The works contract is bid out as a design build contract following a two stage single
envelope procedure. The procurement of the works is on-going, with the first stage of the two-
stage bidding process competed. Invitations to submit second stage bids were issued and bids
are expected to be submitted by 5 March 2016.

B. Procurement of Goods, Works and Consulting Services

48. Procurement capacity. The general procurement environment is adequate and MWSS
has established permanent Bid and Awards Committee (BAC), a BAC-Technical Working Group
(BAC-TWG) and a BAC-secretariat, responsible for all procurement activities of MWSS. Both
BAC and BAC-TWG regular receive training on government procurement policies and
guidelines. The BAC-TWG is organized for specific projects or for particular procurement
activities. BAC-TWG is composed of personnel from financial, legal and technical departments
from MWSS.

49, MWSS has recently undertaken foreign- assisted procurement of works: the Angat
Water Utilization and Aqueduct Improvement Project, Phase 2, funded by the China Eximbank;
and consulting services: New Centennial Water Supply Project; Bulacan Bulk Water Supply
Project, and; Rehabilitation, Operation and Maintenance of Auxiliary Turbine Nos. 4 and 5.

50. The current BAC has no experience in procurement following ADB procedures, nor in
two-stage bidding processes and limited experience in procuring design and build contracts.
The BAC and TWG are aware thatfor contracts financed in whole or in part by ADB,
procurement will follow the provisions in the Loan Agreement and ADB’s Procurement
Guidelines (2015, as amended from time to time) and ADB'’s Guidelines on the Use of
Consultants (2013, as amended from time to time).

51. ADB and the PPTA consultant provide support in the finalization of bidding documents.
ADB through OSFMD has provided several days training on preparing bid preparation and
evaluation, specific to this project. ADB will continue to provide procurement support through
grant-financed experts to assist with the evaluation, negotiation, and awarding procedures of the
works and services contracts.
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C. Procurement Plan

52. Procurement plan. The procurement will involve international competitive bidding for (i)
the design and construction of tunnel, appurtenant structures and ancillary facilities; and (ii) the
recruitment of supervision consultant. An 18-month procurement plan indicating threshold and
review procedures, goods, works, and consulting service contract packages and national
competitive bidding guidelines is in Annex A.

53. The design and construction of the tunnel will be implemented through a single design
build contract. The contract follows international competitive bidding procedure using ADB’s
Standard Bidding Document (SBD) for Procurement of Plant, Design, Supply and Install (Two-
stage Bidding) and Conditions of Contract for Plant and Design-Build, 1st edition 1999 prepared
by the Fédération Internationale des Ingénieurs-Conseils (FIDIC). ADB’s SBD has been
modified to suite a civil works contract.

54, The works contract scope consists of design and build of a new tunnel, approximately
6.3 km long and the finished internal span is approximately 4 meter in diameter. The works
include a portal breakout at the inlet and outlet of the tunnel. The tunnel depth is generally
between 100 and 150 meter, with a maximum of approximately 200 meter. The depth at the
inlet and outlet is approximately 10 and 8 meter, respectively.

D. Consultant's Terms of Reference

55. Consulting firms will be engaged using the quality- and 