REPORT ON THE 8TH ANNUAL 

ODA PORFOLIO REVIEW

1. In compliance with NEDA Board instructions and RA 8182 (The ODA Act of 1996), the 8th Annual Official Development Assistance (ODA) Portfolio Review was conducted by the NEDA  in coordination with the Department of Budget and Management (DBM) and the Department of Finance (DOF).

2.
This Review involved an assessment of individual projects, drawing from project implementation reviews carried out during the year, consultations with key implementing agencies, and a joint meeting with the major ODA loan funding agencies, specifically World Bank (WB), Asian Development Bank (ADB) and Japan Bank for International Cooperation (JBIC) in December 1999.  An Interagency Cabinet-Level Workshop which focused on thirty-nine projects with large loan disbursement backlogs was conducted on 14 January 2000.   This workshop aimed at identifying measures towards the immediate resolution f specific projects with major delays as well as policy measures to improve overall ODA performance.

ODA LOANS PORTFOLIO

3.
The 8th ODA Review covered 201 active loans with a net commitment of $12.2 billion as of December 1999.

4.
In terms of sectoral distribution (Table 1), the Infrastructure Sector accounts for $8.2 billion or 67% of total ODA loans portfolio, with the Transportation Subsector getting the biggest share at $3.3 billion (27%), followed closely by Energy, Power and Electrification Subsector with $2.7 billion (22%) and Water Resources Subsector with $1.8 billion (15%).

The second biggest recipient sector of ODA is the Agriculture, Natural Resources and Agrarian Reform Sector which accounts for 13% ($1.6 billion involving 29 loans).  Industry and Services Sector ranks third, accounting for $1.1 billion or 9% of total ODA.


5.
As in the past ten years, the Government of Japan thru the JBIC (formerly OECF), remains the largest source of loans with 50% (or $6.2 billion, financing 90 loans), followed by ADB with 25% ($3.0 billion for 49 loans).  The WB accounts for 21% ($2.6 billion, 35 loans), while other bilateral sources (such as Germany, France, Italy and Korea, etc.) account for the rest. (Table 2)

6.
By implementing agency, national government agencies (NGs) are responsible for administering 115 loans or 53% of total ODA  loans portfolio, amounting to $6.4 billion, while government-owned and controlled corporations (GOCCs) handle 44% ($5.4 billion, involving 79 loans).  The rest are being implemented by LGUs and a private entity (MERALCO).  (Table 3)

PORTFOLIO PERFORMANCE

7.
Disbursement Performance – Overall ODA availment rate (defined as cumulative actual disbursement as a percentage of scheduled disbursements) declined by four-percentage points, from 66% in the previous year to 62% in December 1999.  (Table 4).  Loan disbursements (programs and projects) for CY 1999 dropped by 28% from $1.2 billion to $840 million in 1999; without the program loans, actual disbursements for project loans for CY 1999 reached only $646 million, 25% lower than the $862 million disbursement in 1998 (Table 5).

8.
In relation to the ODA performance during the 7th Annual ODA Review, however, the four percentage points decline is relatively better than the eight percentage points decline posted in the previous review.

9.
As of December 1999, the portfolio had an undrawn amount of $7.7 billion, or 63% of total net ODA commitments of which about $1.7 billion, or 22% (from ADB and WB) carry commitment charge of 0.75%.  Of the undrawn amount, about $2.8 billion constitute disbursement  backlog (see Table 2).

10.
Incidence of Time Overruns – Sixty three (63) loans for 57 projects (31% of the portfolio) are already on extended implementation period based on their original completion dates.  These include 21 loans completed within the year.  The average delay in implementation is about 1.8 years, a slight improvement from previous year’s record of 1.9 years (Table 6).

11.
The implementation delays were due to:  right-of-way acquisition (ROWA)- related problems; change/additional scope of works to suit field conditions; tedious process in the relocation of squatter families; budgetary cuts; peace and order problems; social acceptability and availability of excess financing, (i.e. utilization of loan balances for additional scope). 

12.
By implementing agency, NPC has the most number of projects with time overrun accounting for 17 projects (about 30%), followed by DPWH (8 projects) and NIA (6 projects).

13.
Incidence of Cost Overrun – A total of 14 loan-funded projects have incurred cost overruns with an aggregate amount of about P12 billion.  Eight (8) of these projects have incurred cost overrun greater than 20%, the level beyond which the ICC requires that projects be subjected to a re-evaluation to determine whether further allocation of resources to these projects was warranted and ensure that the problem was addressed (Table 7).

14.
The incidence and magnitude of cost overrun greater than 20% has declined to 8 projects with cost overrun amounting to P10 billion against the previous year of 17 projects for P11 billion.  During the year, five projects were re-evaluated by the ICC  on account of cost overruns previously identified.  The ICC, based on the results of the re-evaluation, approved the revised cost of five projects namely:  Malitubog-Maridagao Irrigation Project (NIA); Kabulnan Irrigation and Area Development Project (NIA); Second Communal Irrigation Development Project (NIA); Davao International Airport Project (DOTC); and Municipal Solar Infrastructure Project (DILG).

15.
Major reasons for cost overrun include:  (a) change/additional scope of work; (b) increase in cost of ROWA; (c) change in project design; and (d) peso – price movement due to peso depreciation and taxes and duties (not provided for in the original cost).

MULTI-YEAR BUDGET REQUIREMENTS

16.
The CY 2000 General Appropriations Act (GAA) provides some P51 billion for foreign-assisted projects inclusive of P1.0 billion FAPs Support Fund.  P18.3 billion is classified as “unprogrammed fund” which may be programmed only when matched with corresponding revenue source.

As input to the preparation of the national budget for succeeding years, the budget requirement for ongoing FAPs with claims on the national budget are as follows:  about P51.4 billion for CY 2001, P41 billion for CY 2002 and further decreasing to P19 billion for CY 2003 as most projects wind down for completion (Table 8). 


PROJECT IMPLEMENTATION ISSUES

17.
Thirty-nine (39) projects with total loan commitments amounting to $3.9 billion have major delays and problems, classified into five typologies of issues namely:  (i) Procurement; (ii) Right-of-Way/Resettlement; (iii) Implementation Capacity/Financial Management; (iv) Project Preparedness and Design; and (v) other Issues (Table 9).  These projects have a combined original disbursement backlog of $2.1 billion.


The largest disbursement backlogs were in the following projects:

a) JBIC/MM Strategic Mass Rail Transit (Line 2) Phase II – with a disbursement backlog of $334 million on account of problems on right of way and delay in the procurement of Package IV (Tracks, Vehicles and Systems);

b) WB/Transmission Grid Reinforcement Project – with a backlog of $114 million due to delay in the implementation of the National Control Center component as a result of the adoption of a two stage bidding process (instead of a one stage bidding) and the subsequent delay in the approval by Office of the President of said contract;

c) JBIC/Luzon Grid Transmission Project – the disbursement backlog of $114 million was due to delay in the processing time in the bidding and award of the consultancy contract for the Ilijan Transmission Line;

d) JBIC/Northern Negros Geothermal Project – a backlog of $109 million was recorded for this Project due to an initial delay in the non-issuance of an environmental certificate for the Kanlaon National Park and on PNOC’s not being able to secure a Power Purchase Agreement with NPC or the local electric cooperative;

e) JBIC/ADB Angat Water Supply Optimization Project - $103 million backlog in this project as a result of technical, legal and social issues, and by the general freeze of all works by two years until privatization of MWSS was confirmed in 1995.

f) JBIC/Mt. Labo Geothermal Project Phase I – with a backlog of $82 million due to technical  problems (unproductive wells drilled), in addition to the worsening peace and order condition in the project site;

g) ADB/Capital Market Development Program - $75 million backlog was on account of non-compliance with the loan conditionality to disbursement which is the passage of the Securities Regulation and Enforcement Bill.  The loan was closed in December 1999 with the final tranche still not released;

h) WB/Leyte Luzon Geothermal Project – disbursement backlog of $75 million was due to PNOC’s non-compliance with financial covenants such as increased revenue collection from NPC’s and third party drilling services and full operation of the Mindanao II Project.

i) JBIC/Metro Cebu Development Project III (Cebu South Coastal Road)- $70 million backlog was attributed to right-of-way problems at the viaduct section; and

j) JBIC/WB Third Elementary Education Project – the $29 million backlog was due to the LGUs inability to meet the 25% equity contribution required for the school building component.   

GOVERNMENT’S ACTION ON THE 7TH ANNUAL REVIEW

18.
Follow-up actions on the recommendations of the 7th ODA Review approved by the NEDA Board through Resolution No. 3 (s. 1999) resulted in the following:

a. Restructuring of five projects involving change in scope and/or reallocation of loan proceeds;

b. Reducing government’s loan repayment obligation with the cancellation of about $112.4 million from nine projects due to reduction in scope of works, excess loan proceeds from peso depreciation, and loan savings from undertaking works in-house;

c. Sixteen projects have been granted loan closing date extensions to enable these projects to complete additional works, existing contracts, and restructured project plan to achieve their development objectives;

d. Seven projects with cost overrun (greater than 20%) have been re-evaluated by ICC to determine their continued viability and address factors causing cost overruns, while another 4 projects (with cost overrun less than 20%) were presented for ICC notation on their revised costs.

e. Administrative Order (AO) No. 130 was issued giving priority in the funding for ROWA and pre-investment studies, thus, providing more support to project preparation and implementation;

f. Clarified the position of PCAB and thus, eliminating possible hurdles in procurement of civil works;

g. The ICC-TB required Advance Action on ROWA for projects requiring relocation (e.g. KAMANAVA) to hasten start-up in project implementation;

h. OP-PMS committed   to  facilitate technical  review of contracts within 5 days from receipt of complete documentation;

i. No reserves have been imposed on FAPs for CY 1999 (WYSWYG) to facilitate fund support to implementation; and

j. Good practices on problem-solving and project facilitation were discussed and documented during the December 3, 1999 national RPMES Forum to serve as a reference in improving coordination between implementing and oversight agencies and improve project implementation performance.

INTER-AGENCY WORKSHOP RESULTS

19.
In line with the 8th Annual ODA Portfolio Review and as a response to the issues raised and recommendations presented by both GOP and the ODA funding institutions, an Inter-agency Workshop on 14 January 2000 was jointly organized by NEDA, DBM, and the Presidential Committee on Flagship Programs and Projects, wherein the resolution of the 39 projects with major delays were discussed and broader measures to improve overall implementation performance were identified.


20.
The main accomplishments of the workshop are as follows:

a. Problems of 27  projects resolved, while one loan – the ADB-assisted Capital Market Development Project – expired in December 1999 with the Government unable to secure legislation on securities regulation and enforcement which was required for the $75 million second tranche release;

b. Action Plans for eleven projects agreed upon with the Flagship Committee taking leadership in forging decisions that involve several agencies; and

c. On broader concerns, the workshop adopted specific recommendations to improve the overall environment for project implementation, as follows:

i. Raise the contract amount that would require OP approval from 50 million to P200 million for FAPs;

ii. For DBM to provide a start-up funding facility for project preparation, right-of-way and resettlement;

iii. For the Flagship Committee to secure COA favorable opinion on the transfer of accountability when national government agencies extend grants to LGUs; and

iv. For ICC to reassess NG-LGU cost-sharing arrangements towards adopting a more appropriate incentive scheme for LGU participation.

20.
In February 2000, the Economic Coordinating Council chaired by the President, approved the increase in the contract amount requiring OP approval.  The DBM likewise will include in the proposed CY 2001 budget provisions for right-of-way.

21.
For its part, the Flagship Committee, in accordance with its expanded mandate (AO 104), will conduct subsequent problem-solving meetings and will report on progress.

22.
The accomplishments of the workshop, specifically the action plans formulated above aim to be able to effect and sustain improvements in the performance of the entire ODA portfolio.

CONCLUSION

23.
As a result of concerted efforts from both Government and ODA funding agencies, the recurrent problems affecting ODA performance are now being systematically addressed.  Subsequent to the first Joint Portfolio Review by Government and the major ODA agencies last December, the NEDA has convened quarterly follow-up meetings with some ODA agencies.  Indeed, while specific problems have been resolved, the impact on ODA loan disbursement has yet to be seen.  But if agreed-upon actions to resolve remaining implementation bottlenecks were carried out and commitments by implementing agencies to improve ODA performance is sustained, a major turnaround in ODA performance should be expected within the year.

