GEFSEC Project ID: 2759
IA/ExA Project ID: P089082 
Country: Philippines
Project Title: GEF Manila Third Sewerage
GEF  IA/ExA: World Bank – under WB/GEF Partnership Investment Fund for the Pollution Reduction in the Large Marine Ecosystem in East Asia
Other project executing agency(ies): N/A
Duration: 5 years
GEF Focal Area: International Waters  FORMDROPDOWN 
GEF Strategic objectives: SO1 – Catalyzing implementation of agreed reforms and stress reduction investments on-the-ground to address transboundary water concerns; and SO3-Undertaking innovative demonstrations addressing key program gaps (groundwater, IWRM, SIDS, persistent toxic substances – PTS) in IW
GEF Operational Program: OP10 
Containment-based

Pipeline Approval Date: May 24, 2005
Pipeline Approved Amount*: 5.0 mil
CEO Endorsement Amount*:5.0 mil
Estimated Starting Date: 12/31/2007 
ESTIMATED MID-TERM DATE: 12/31/2010
ESTIMATED CLOSING DATE: 11/30/2012

* For multi-focal area projects, indicate agreed split between focal area allocations      
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	Financing Plan ($)

	
	PDF
	Project*

	GEF


	A
	     
	5,000,000     

	
	B
	350,000     
	

	
	C
	     
	

	GEF Total
	350,000     
	5,000,000     

	Co-financing
	(provide details in Section d): Co-financing)

	GEF  IA/ExA
	
	64,000,000

	Government
	     
	     

	Others
	     
	23,810,000     

	Co-financing Total
	     
	87,810,000

	Total
	     
	92,810,000

	Financing for Associated Activities:
GEF IA                                      


* For multi-focal area projects, indicate agreed split between focal area allocations         
** Projects that are jointly implemented by more                                                                                                                 than one IA or ExA

	This proposal has been prepared in accordance with GEF policies and procedures and meets the standards of the GEF Project Review Criteria for CEO endorsement.



	Steve Gorman
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GEF Executive Coordinator
	Project Contact Person: 

Robin Broadfield

	Date: December 22, 2006
	Tel. 202 473 4355
E-mail Rbroadfield@worldbank.org


1.
Financing
a)  project cost 

	Project Components/Outcomes
	Co-financing ($ m)
	GEF ($ m)
	Total ($ m)

	 Sewage Management
	51.3 
	
	51.3

	 Septage Management
	22.7
	
	22.7

	Of which GEF-financed components:

	
	
	

	Partnership Strengthening
	
	1.0
	1.0

	Master planning & policy dev.
	
	0.5
	0.5

	Innovative financial mechanism
	
	0.5
	0.5

	Use of Market Based Incentives
	
	0.1
	0.1

	Technical assistance for rate rebasing
	
	0.6
	0.6

	Joint sewage treatment plant
	3.4
	1.3
	4.7

	Project Management budget/cost*
	2.0
	0.4
	2.4

	Dissemination and replication  
	
	0.6
	0.6

	 Institutional Strengthening
	1.9
	
	1.9

	 Land acquisition 
	0.6
	
	0.6

	 Interest during construction
	5.9
	
	5.9

	Total Uses of Funds/project costs
	87.8
	5.0
	92.8


 * Breakdown of this aggregate amount is presented in table b) below:

b)
Project management Budget/cost

	Component
	Estimated Staff weeks
	GEF 

($)
	Other Sources ($)
	Project Total ($)

	Locally recruited personnel*
	1,944
	100,000
	775,000
	875,000

	Internationally recruited consultants*
	520
	100,000
	550,000
	650,000

	Office facilities, equipment, vehicles and communications2
	-
	200,000

	315,000
	515,000

	Travel
	
	-
	240,000
	240,000

	Miscellaneous
	
	-
	120,000
	120,000

	Total
	
	400,000
	2,000,000
	2,400,000


*  Local and international consultants in this table are those who are hired for functions related to the management of project.  For those consultants who are hired to do a special task, they would be referred to as consultants providing technical assistance.  For these consultants, details of their services are in c) below:
c) Consultants working for technical assistance components:
	Component
	Estimated Staff Weeks
	GEF 

($)
	Other Sources ($)

	Project Total ($)

	Personnel
	
	
	
	

	Local consultants*
	1,024
	1,127,000
	0
	1,127,000


	International consultants*
	526
	1,972,000
	0
	1,972,000


	Total
	
	3,099,000
	0
	3,099,000

	Total including training
	
	3,300,000
	
	3,300,000


d)    Co-financing 
	Name of Co-financiers (source)
	Classification
	Type
	At Concept ($)
	At Work Program ($)
	At CEO Endorsement ($)*

	Manila Water Co. Inc. – MTSP equity IBRD
	Private Sector
	In cash
	
	
	20,460,000

	IBRD financing of MTSP
	Multi-lateral Agency
	In cash
	145,000,000
	
	64,000,000

	Maynilad Water Services Inc.
	Private Sector
	In cash
	
	
	3,350,000

	Government
	Government
	
	35,000,000
	
	

	Total Co-financing
	180,000,000
	
	87,810,000


*  Reflect the final commitment amount of co-financiers and attach documents from co-financiers confirming co-financing commitments.  Describe any difference of final commitment compared to those expressions of interest at concept stage or at work program inclusion. 
GEF is contributing US$ 5 M out of a total project of US$ 92.8 M, representing 1/19 or 5% of total financing.  In relation to external finance (non-Bank) GEF is contributing US$ 5 M out of a total contribution of US$ 23.8 M, or 20%.  For GEF-specific activities (the current project), GEF is contributing US$ 5 M out of a total US$ 8.35 M, or 60%.  
In addition, the Government, through DENR and other participating agencies will provide staff time and support to the project estimated at approximately US$550,000 equivalent, which is not reflected in the table. 
2.
Response to Reviews 
a) Council 
N/A      
b) GEF Secretariat

Comment: Confirm the project’s consistency with the GEF’s IW Strategic Objectives.

Response: The project is consistent with Strategic Objective 1 (catalyze reform and investment) as it addresses the legal and institutional environment in Metro Manila, and promotes investment in a new type of wastewater treatment technology (combined sewage and septage), which will have substantial pollution reduction impact (see Annex 3: Results Framework and Monitoring).  

Comment: Demonstrate the project’s innovative character, link to the related Bank project and catalytic impact. 

Response: The GEF MTSP will establish effective cooperation among key agencies responsible for pollution reduction in the metro-Manila area and, for the first time, clarify their roles and responsibilities for pollution control.  It will assist the Government of the Philippines update its investment and financing plans for the wastewater sector and develop currently absent and strategically key implementing rules for its pollution control regulations.  The project will also demonstrate the viability of a new, cost-effective pollution control technology (joint treatment of sewage and septage).  Moreover, it will develop and pilot innovative financial mechanisms that will stimulate increased private sector investment in the wastewater sector in metro-Manila.

The project includes a comprehensive replication strategy, which will ensure the dissemination of lessons-learned in the broadest possible manner. This is particularly relevant because on-site sewage disposal techniques, which are one of the project’s focus issues, are widely used in Asia. Full participation in the GEF International Waters Learning Exchange and Resource Network (IW:LEARN) is included in the replication plan (see replication section, page 15).  Likewise, the project will utilize the UNEP best practices database as part of its dissemination plan. 

Comment: A stakeholder engagement plan must be prepared (and, by implication, implemented).

Response: Surveys of and interviews and public consultations with the concerned barangays (neighborhood associations) and communities, and focus group discussions with local government officials (at barangay and municipal level) were carried out during preparation. All the major government and private sector organizations responsible for sewage and septage services in the metro-Manila area were directly involved in project design (see page 19 and the IBRD-MTSP stakeholder involvement plan). One of the project’s objectives is to strengthen their collaboration and better define their roles (result 1a). A second objective is to expand existing public assessment on water services to include sewerage and sanitation (result 1c). 

Comment: A Monitoring and Evaluation (M&E) Plan must be produced. 

Response: The M&E Plan is summarized on page 13, in Annex 3. Implementation progress will be monitored through semi-annual progress reports (Annex 6), financial management through separate quarterly financial monitoring reports (Annex 7), and environmental management through environmental monitoring reports (Annex 10).  

Response to GEFSEC after initial submission

GEFSEC’s comments regarding the proposed project are very welcome. 

The task team would like to respond to the following comments by GEFSEC in the order in which the comments were made. The original comments are provided in italics and are followed by the task team's response.

Comment: Having gone through the well-written document I have found a few points that I would like to ask if you could included/change in the original document. If this is possible I will include the comments below in the Review sheet for you to receive through the official channels. 

Quantitative Indicators (in line with the IF overall indicators) such as coverage of sewerage services (in %), Coverage of sanitation services (in %) and finally reduction of tonnes of BOD/yr. is all very good, unfortunately these indicators are "hidden" on page 30.  I would have liked to find this up front in the documentation. Moreover, quantitative indicators such as amount of N and P (tonnes/yr) reduced is missing.  We would really need to have these estimated and included in the text?
Response: The team agrees that measuring, and displaying, quantitative indicators, which indicate progress in the reduction of pollution, which is the underlying objective of this project, and the overall GEF Investment Fund that it comes under, is of utmost importance.  The Task Team therefore suggests to include descriptive text in the main body of the document (specifically Section C. 3. on p. 14. of the attached Project Document) to the effect that the project measures Coverage of sewerage services (in %), Coverage of sanitation services (in %) and Reduction of tonnes of BOD, N and P per yr.  The Task Team wishes to adopt this option rather than changing the format of the Results Framework (Annex 3), as the Document has already been negotiated with the client, which precludes changes without having legal implications.

The measurement of nitrogenous compounds (N) and phosphorous compounds (P) was not included for the baseline project, as the physical investment in the project was not specifically designed to target N and P, and Philippines Environmental Legislation does not require it.  However, the project will measure BOD, N and P, as indicated in Annex 17, Table 2. 
Comment: The list of content appears to have been put together without looking at the page numbers, it looks rather disorganised, surely this is a minor issue, but still this is one of the initial pages of the project, hence it gives you a wrong start in an otherwise good project document.

Response: The task team will ensure that pagination is completely in line with indicated page numbers, as this detracts from efficiently reading and cross-referencing the document.  

Comment: I know that there is an interest in getting this through due to time limits, still I hope that we can have these minor iterations done.
Response: Again, the task team expresses its appreciation to GEFSEC for their comments and cooperation in expediting the processing of this project.
Response to GEFSEC 03.15.2007
Comment: A more detailed split up of the procurement plan as included in the PAD on page 46, 47, in order to be able to get a sense of what percentage of the estimated amounts for each budget line that will be funded by GEF funds. Please include a brief justification along with each budget line.
Response: By procurement category, the GEF contribution to the current project is as follows:

Breakdown by procurement category (from PAD, Annex 8) 
Goods and Works
	1
	2
	3
	4
	5
	6
	7
	8
	9

	Ref No.
	Contract
(Description)
	Estim.
Cost

US$ M
	Procurement
Method
	P-Q

(yes/no)
	Domest. Prefer
(yes/no)
	Review
(Prior/ Post)
	Expect.
Bid-Opening
	Comments

	1
	Joint STP

CW and Goods
	4.300
	Public Bidding
	No
	No
	Prior
	April 2007
	Partly Funded by Bank


The GEF will finance 22% (US$ 0.950 m) of the joint sewage/septage treatment plant (Component 6) in the form of goods and equipment.
	2
	Water quality monitoring equipment
	0.200
	NCB
	No
	No
	Post
	April 2007
	


The GEF will finance 100 % (US$ 200,000) of the water quality monitoring equipment (laboratory and field equipment), as required by the project for carrying out monitoring of project progress, including conducting water quality surveys (BOD, N and P). 
	3
	Sewage Treatment Plant Parts
	0.200
	Single Source
	No
	No
	Prior
	June 08
	


GEF will finance 100 % (US$ 200,000) of Parts for the sewage treatment plant (Component 6).  The bulk of this component will be financed by MWSI. 
	4
	Master Planning Software / equipment
	0.100
	Shopping
	No
	No
	Post
	March 2007
	


GEF will finance 100% (US$ 100,000) of software and equipment (GIS software, hardware, mapping programs) as part of the Master Planning component.
	5
	Water quality recording equipment / software
	0.050
	Shopping
	No
	No
	Post
	Dec 2007
	


GEF will finance 100% (US$ 50,000) of water quality recording, storage and processing equipment. 
In order to simplify procurement, financial management, implementation, and in order to reduce transaction cost, the counterpart funding is being procured as a single contract under ICB.  This procurement approach was preferred over allocating the cofinancing from MWSI to each individual goods contract and service contract, which would have greatly increased the transaction cost and reduced efficiency. However, this does not affect the overall ratio of GEF financing (5% of the overall project).  

Services
The GEF would finance 100% of technical assistance (Services contracts) within the US$ 8.35 M project.  For project management, the GEF would be supplemented by US$ 2.0 million by MWCI as shown on Tables 1 (a) and (b) above.
Comment: Please also provide (as described in footnote 1 on pp 2 of the "Request for CEO endorsement") 'For all consultants hired to manage project or provide technical assistance, please attach a description in terms of their staff weeks, roles and functions in the project and their position titles in the organisation such as project officer, supervisor, assistant or secretaries." If the salaries fluctuate according to position, please indicate salary level for the different categories of hired personnel.
Response: Please see the report attached that describes staff weeks, roles and functions of consultants in the project. 
c)   Review by expert from STAP Roster (if required)
                  The review and response are included in Annex 16 of the Project Document
2. justification for changes in the project
Cost and financing plan of the associated World Bank project
This project is associated with and co-finances the sewage and septage components of the World Bank Manila Third Sewerage Project (IBRD-MTSP), the IBRD loan for which was approved in late 2005. When the GEF project was proposed for pipeline entry in June 2005, the co-financing to be mobilized through the associated IBRD project was predicted to be about US$180 million, of which US$35 million would be provided by the Philippine Government and US$145 million by the IBRD. However, during final preparation of the IBRD-MTSP, the government, the World Bank and the water/sewage concessionaires decided to change the design of the project from government to private sector-executed and to restructure its financing plan. Instead of the government borrowing for and co-financing it, the IBRD loan was on-lent to the private Manila Water Company Inc. (MWCI) and, at its request, was reduced to $64 million. MWCI also agreed to provide $20 million in co-financing, in place of the previously planned government co-financing. However, the GEF-related technical components of the project - sewage management and septage management - were not changed. 
3.
required attachments

a) Project Appraisal Document

b) Confirmed letters of commitments from co-financiers (with English translations)










�   For all consultants hired to manage project or provide technical assistance, please attach a description in terms of their staff weeks, roles and functions in the project, and their position titles in the organization, such as project officer, supervisor, assistants or secretaries.


� GEF will fund water quality monitoring equipment under this modality.


� From MTSP project: Consulting services


� US$ 1,200,000 including training for Component 5 (Rate Rebasing) of  US$   73,000


� US$ 2,100,000 including training for Component 5 (Rate Rebasing) of  US$ 127,000
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