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1

Introduction

Japan International Cooperation Agency (JICA) has hired the Deloitte-Castalia joint-venture
to provide technical assistance focused on strengthening the capacity of the Public-Private
Partnership Center of the Philippines (PPP Center) and Implementing Agencies (IAs) to
identify, facilitate, and identify funding for bankable PPP transactions for major infrastructure
projects. The Deloitte-Castalia joint-venture has prepared A Framework for Delivering PPPs as
Part of a Broader Infrastructure Strategy in the format of a practical step-by-step tool (“the PPP
Development Tool”), to assist Local Government Units (LGUs) to develop bankable PPP
infrastructure projects that derive from fiscally sustainable medium term infrastructure plans
and strategies.
JICA and the PPP Center have identified LGUs as key IAs with limited PPP implementation
capacity. Iloilo City was selected as the sample LGU to receive technical assistance under the
JICA-supported initiative, focused on strengthening the city’s capacity to identify, facilitate,
and procure bankable PPP projects.
This report presents the analysis following application of the PPP Development Tool to
identify sustainable infrastructure projects for Iloilo City Government. The PPP Development
Tool consists of 5 key building blocks, summarized in Table 1.1.
Table 1.1: Building Blocks of the PPP Development Tool
Building Block

Key Activities

1. Understand
Development
Direction for the
LGU

 From the NEDA Regional Development Plan (RDP) identify:
– Key Growth Drivers
– Priority Development Sectors
– National and Regional Projects
 Identify the RDP National and Regional projects that are within or that
materially benefit the LGU—i.e. the “LGU Projects”
 From the LGU Projects and the Priority Development Sectors identify
“Complementary Projects”—i.e. those that link to or complement the
LGU Projects or the Priority Development Sectors
 From the LGU Projects, Priority Development Sectors and Key Growth
Drivers identify “Supporting Projects”—i.e. those that will likely arise
because of the LGU or Complementary Projects proceeding or generally
from increased population or economic activity.
 Develop a long list of proposed infrastructure projects based on
infrastructure requirements identified in the Development Direction
 Refine this list based on further consultations once the Development
Direction has been finalized.

2. Prioritize the
proposed
infrastructure
projects in the
long list

 Prioritize projects based on initial screening criteria including:
– Strategic Importance
– Project Initial Feasibility
– Economic Feasibility
– Financial Feasibility
– Project Complexity
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– Project Readiness

3. Sequence
Potential Projects

 Sequence projects consistent with network impacts (where applicable).

4. Develop
Funding Plan for
Good Projects

 Since all projects must be fully funded before they can be financed, assess
the fiscal capacity of the LGU to fund prioritized projects , including
through:
– Project Revenues
– LGU funding sources
– National funding sources
– Donor funding sources

5. Identify
Potential PPP
Projects

 Using a range of criteria, identify which of the proposed projects—that
have been deemed feasible, have adequate funding, and are part of a
logical sequence—could be best delivered as PPPs (i.e. they can achieve
VfM)
 Undertake initial PPP Viability Assessment of suitable projects
 Apply for assistance from the PDMF to develop projects identified as
potential PPP projects

Importantly, while it is the intention to build Iloilo City’s capacity to develop a 10-year
Infrastructure Strategy, the capacity development has been designed specifically to ensure that
it provides a useful framework for other LGUs to develop their respective Infrastructure
Strategies. The application of this framework more broadly will ensure that LGUs (i) plan
beyond the immediate term, (ii) understand the linkages between projects and sectors, (iii)
prioritize investments on projects that generate the highest economic returns, (iv) recognize
that projects have to be fully funded before they can be financed, and (v) appreciate that PPPs
do not solve funding constraints and therefore only make sense if they provide value for
money.
The Report includes five sections, excluding this Introduction, following the above 5 steps.
 Understand development direction for the Iloilo City (Section 2)
 Prioritization of the proposed infrastructure projects in the long list (Section 3)
 Sequence good projects (Section 4)
 Develop funding plan for good projects (Section 5), and
 Identify potential PPP projects (Section 6)
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2

Understand the Development Direction for Iloilo
City

As a first step in the process of helping Iloilo City develop a medium term, fully funded
Infrastructure Strategy, incorporating bankable PPP transactions, this section lays out a
development direction for Iloilo City in 2025. The development direction comes from the
regional and city development plans. We then consider the infrastructure projects that the city
will be required to implement over the coming years to bring its goals to fruition. This section
will identify a long list of projects that are in line with achieving Iloilo City’s development
direction. At this stage we identify all possible projects and do not exclude any project because
of perceived problems.

2.1

Review the Regional and City’s Development Plans

The development direction for Iloilo City integrates all Iloilo City’s international, national and
local commitments and strategies which include the different development plans as shown in
Figure 2.1 below.
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Figure 2.1: Iloilo City Development Framework (2013-2019)

Source: 2013-2019 Comprehensive Development Plan for Iloilo City

To determine the Development Direction for Iloilo City, in the rest of this section we analyze
the development plans at regional and city levels to determine the infrastructure projects that
are important for the development of Iloilo City.
Regional Development Plan
The development of Iloilo City cannot stand alone without a thorough understanding of and
integration with regional planning, investments and strategies. Its development is included in
the updated Western Visayas Regional Development Plan prepared by the National
Economics Development Agency (NEDA) Region VI for the period 2014 – 2016 (Updated
Regional Development Plan).
The ultimate development goal for the Western Visayas region is to improve quality of life
through empowering people and developing a globally competitive economy as shown in
Figure 2.2.
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Figure 2.2: Western Visayas Regional Development Framework (2014-2016)

Source: Western Visayas Regional Development Framework (2014-2016)

The Updated Regional Development Plan has set some important development targets:
 Reduce poverty incidence among families from 23.8 percent in 2009 to 18 percent
in 2016
 Increase employment rate from 93.4 percent in 2012 to 94 percent by 2016, and
 Increase the GDP growth rate from 7.5 percent in 2012 to 8.8 percent by 2016.
The regional plan highlights that the region focuses its efforts to develop the industries which
have significantly contributed to the region’s growth. These sectors are agriculture, fisheries,
food processing, business process outsourcing and tourism. The regional growth and social
equity require an adequate infrastructure system to ensure better transportation,
communication and access to power and water sources.
Currently the infrastructure is considered inadequate to support the region’s growth. Roads
leading to production areas and linking to markets in major growth centers are in disrepair or
not concreted or asphalted. Roads leading to major tourist sites and attractions in remote areas
are still inadequate. Farm to market roads are still lacking in some local government units. Air
and seaport facilities have reached their carrying capacities.
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The Updated Regional Development Plan has identified the prioritized infrastructure
developments listed in Table 2.1.
Table 2.1: List of Prioritized Infrastructure Developments for the Region
No.

Projects

1

Increase total length of paved roads by 40 km annually or 2,943 kilometers of national
roads

2

Initiate the construction of two new community airports in Negros Occidental

3

Construct one Principal Class 2 airport in Malay, Aklan

4

Upgrade/Expand facilities in Capiz, Iloilo, Kalibo and Silay-Bacolod airports

5

Complete installation of 472 circuit kilometers of submarine cables

6

Increase total number of households with access to safe water by 10 percent annually

7

Establish one flood control project each for Capiz, Negros Occidental and Aklan

8

Expand/Upgrade various seaports in Panay, Guimaras and Negros Occidental

9

Provide 118,501 seating facilities for elementary schools and 61,866 for secondary schools

10

Provide additional 453 instructional rooms for elementary level and 986 for secondary
level

11

Rehabilitate/Upgrade 46 government hospitals

12

Construct three hydro power projects

13

Commission three wind power projects

14

Commission two biomass power projects

Source: Updated Regional Development Plan

2013 – 2019 Iloilo City Comprehensive Development Plan (CDP)
The Iloilo City Government has issued the 2013-2019 City Comprehensive Development Plan
(CDP), which defines the city’s development framework and a three-year investment program.
The CDP has clearly stated the City’s vision to be a Premier city by 2015 through speeding up
and sustaining the growth and development, improving infrastructure to secure a dynamic,
safe, peaceful, and healthy environment conducive to learning, sports, and eco-cultural
tourism. It also has determined nine areas that the development efforts will focus on:
 Tourism development
 Environmental management
 Infrastructure development
 Public safety and security
 Basic services delivery
 Land use planning and management
 Trade and investment promotions

9
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 Special projects
 Transportation planning and traffic management
The CDP has identified the development targets for the City as summarized below:
 Economic Development
– Increase investment opportunities on commerce, trade and industry and tourism
development by establishing the city as a world class convention and tourism
center and a hub for a sustainable service-based industry
– Maintain/retain areas for agri-fishery and introduce adaptive measures against
climate change for sustainability and food security
– Improve mobility of goods, services, workers, and tourists through the
establishment of an integrated transport system and a progressive mass
communications industry
– Establish the city as a major financial center

 Social Development
– Ensure adaptive, safe, risk-resilient, and decent human settlement equipped with
water recycling facilities and renewable sources of energy
– Institutionalize uninterrupted access to protective services, social services, health
services, sports, and recreation
– Sustain a healthy and productive community
– Promote access to quality education for all
 Environmental Management
– Ensure a healthy and productive environment that is resilient to climate hazards
and natural disasters
– Conserve floodplains
– Build green infrastructure facilities that promote environmental sustainability
The CDP has also identified several infrastructure investment projects listed in the Table 2.2.
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Table 2.2: Iloilo City Projects
No

Projects

Implementation
Schedule

1

Construction of a farm-to-market or access road leading towards
relocation sites

2013-2016

2

Improvement/rehabilitation of Barangay Roads

2013-2019

3

Construction/elevation/rehabilitation of concrete public
alley/footwalks/sidewalks

2013-2019

4

Construction/rehabilitation of an elevated sidewalks

2013-2019

5

Construction/rehabilitation of breakwaters (including the Ortiz Wharf,
Hinactacan shoreline, etc) – DPWH project

2013-2019

6

Construction of a bridge cross the Iloilo River from Zamora St. to
Lapuz, Lapaz

2017-2019

7

City wide flood control and drainage maintenance project

2013-2019

8

Construction/rehabilitation of water supply and sanitation system

2013-2019

9

Installation or repair street lights and lighting at Plazas, markets, and
other city-owned properties, facilities, and amenities

2013-2019

10

Pedestrian safety and protection project along Calle real

2013-2019

11

City-wide implementation of demonstration heritage conservation
projects

2013-2019

12

Wastewater treatment projects for public markets

2013-2019

13

Sewerage and septage/sludge management projects

2017-2019

Source: Iloilo City Comprehensive Development Plan 2013-2019

2.2

Determining the Development Direction for Iloilo City

Our Development Direction is grounded in the philosophy that Iloilo City must pursue
growth in sectors of the economy that are in line with its comparative advantages. Our
understanding of Iloilo City’s comparative advantages is based on consultations that the
Deloitte-Castalia team has conducted with Iloilo government counterparts as well as a
literature review of key documents that outline development directions for Iloilo City’s future,
including the Community Land Use Plan, 2013-2019 Iloilo City Comprehensive Development
Plan, 2014-2016 Western Visayas Updated Regional Development Plan, and USAID’s
Industry Study: Iloilo City.
2.2.1 Growth Drivers
Based on our consultations and literature review, we identify a Development Direction of
Iloilo City as a thriving first class city. The success of Iloilo City will be driven by three key
drivers of growth:
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 Iloilo City has a comparative advantage in tourism due to its endowment of
historical sites and proximity to other key tourist draws including Boracay and
Guimaras Island. We envision Iloilo City could accommodate between seven
hundred thousand and one million tourists per year between its hotels and cruise
ship landings
 Iloilo City has a comparative advantage in Business Process Offshoring due to its
high number of college graduates and planned investment from key BPO
developers. We envision nearly 100,000 employees in the BPO sector by 2025.
These employees will continue to fuel a boom in retail and real estate as white collar
professionals seek out high quality residences and shopping opportunities
 Iloilo City has been identified by USAID as having a comparative advantage in
value-added processing of agricultural and aquacultural goods due to its proximity
to key agricultural and aquacultural production centers in Panay island. 1 We
envision Iloilo City taking steps to become a hub for processing raw materials by
opening a mixed commercial and industrial zone with the possibility of becoming
a special economic zone. Of course, such a zone can be used to foster all types of
manufacturing; and Iloilo City has expressed interest in attracting a variety of
manufacturing plants to the city.
Figure 2.3: Iloilo City Growth Drivers

1

Orient Integrated Development Consultants, Inc. “Industry Study: Iloilo City” USAID. December 2014
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These three key drivers are interrelated and underpinned by investments in infrastructure that
will improve the city. The City’s growth will be driven by industries that can take advantage of
these growth drivers. These industries are tourism, business process offshoring and light
manufacturing. In this document, we will discuss how Iloilo City can make investments that
will lead to growth driven by these three industries.
2.2.2 Priority Sectors
Tourism
Iloilo City has a comparative advantage in tourism and, therefore, envisions positioning itself
as a major tourism destination for the Western Visayas region and the Philippines more
broadly. Iloilo City’s comparative advantage in tourism will be enhanced by rehabilitated
historical buildings, a redeveloped waterfront, improved access to Iloilo City, and improved
mobility within Iloilo City. As a result, we envision that Iloilo City could accommodate 700,000
tourists per year by 2025 in Iloilo City’s hotels and on cruise ships; and up to one million
visitors in total.
In 2014, Iloilo City saw a total of 676,287 visitors. Of those visitors, 666,504 were domestic
tourists, 8,192 were foreign visitors, and 1,591 were overseas Filipinos. Of the foreign visitors,
the highest percentage are from Korea followed by the USA, Canada, Hong Kong, China,
Japan, Australia, Taiwan, and Singapore. 2 We assume that at least half of the domestic tourists
stayed with friends and family in Iloilo and that this percentage will remain similar in years to
come.
Iloilo City’s tourism development direction positions Iloilo City as a tourism destination for
visitors who are coming to visit Iloilo City as part of a conference, cruise ship voyage, and/or
as part of a tourism circuit of Panay Island/Western Visayas. Iloilo City’s comparative
advantage in tourism is based on:
 History—Iloilo City will market its unique historical heritage, by emphasizing its
Spanish colonial heritage as well as key historical sites in the Philippines
independence struggle
 Nature—Iloilo City offers easy access to the beaches, mango plantations, and
mountainous areas of Guimaras Island. In addition, the beaches of Arevalo are a
short distance away from the city center
 Culture—Iloilo City showcases its local culture annually through the Dinagyang
festival, Paraw Regatta, and Chinese New Year Celebrations. These celebrations
draw tourists during their respective time periods. In addition, smaller scale
demonstrations of these celebrations may be held throughout the year to provide
entertainment to visitors outside of festival periods
 Conferences—the recently completed Iloilo City Convention Center has seating for
3,700 people and will draw large conventions to Iloilo City.
Iloilo City will accommodate visitors with an estimated 5,000 hotel rooms scheduled to be
completed in the coming years. By the year 2025, we conservatively estimate that this number
will have increased to 7,000. As a result, Iloilo City can potentially see as many as 592,900
tourists staying in hotels assuming an average stay of three days and that improved historical,
2

Iloilo City Socio-Economic Profile 2014 p.112
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natural, and cultural attractions can boost the current hotel occupancy rate of 53 percent 3 to
70 percent. Furthermore, given that the average daily expenditure for tourists in the Philippines
is PHP5,513, 4 these visitors will generate revenues of PHP3.2 Billion.
In addition, an assumed average of two cruise ships per week with an average occupancy of
2,000 passengers will add an additional 100,000 visitors. Adding to this, an additional 300,000
Filipinos visiting friends and family and Iloilo City may see up to 1,000,000 visitors per year.
Light Manufacturing—in particular Aqua-Industry and Agri-Industry
Both NEDA and USAID note that Iloilo City has a regional comparative advantage in light
manufacturing, particularly in aqua-industry and agri-industry. This is because:
 Iloilo City contains the ports through which the majority of the agri-cultural and
aqua-cultural production of Panay Island transit
 There is an appropriate site identified for light manufacturing close to the relevant
ports
 The site is located close to an efficient power plant from which light manufacturing
plants could buy wholesale power at reduced rates.
Therefore, Iloilo City will position itself as a regional hub for light manufacturing. The
Government of Iloilo City is supportive in principle, provided that concerns about effluents
and other pollution concerns can be addressed.
Iloilo province harvests large amounts of agricultural and aqua-cultural products and exports
them as raw products. However, Iloilo City envisions creating additional value and employing
additional people by processing these agricultural and aqua-cultural products in Iloilo City
before exporting them to other parts of the Philippines and to the world.
In 2014, the province of Iloilo produced 1,183,237 Metric Tons (MT) of agricultural goods—
82 percent of which was rice and 7 per cent of which was corn—on 288,022 Hectares of land;
21,672 MT of aqua-cultural goods—88 percent of which was Bangus and 9 percent of which
was oyster; and 88,000 MT of sea life caught at sea. 5
Iloilo City envisions agricultural and aqua-cultural goods arriving seamlessly on improved
roads to a large, internationally competitive mixed industrial and commercial zone where the
products will be processed into value-added goods. Finally, the location of the mixed industrial
and commercial zone near the Iloilo City Commercial Port Complex, will allow for products
to easily be shipped to domestic and international markets.
The completion of the Jalaur River multi-purpose project is expected to irrigate 31,840
hectares of land—an increase of 10 percent of irrigated land in Iloilo province. As a result,
agricultural production will increase at least 10 percent to 1,314,041 MT. Finally, agricultural
and aqua-cultural production is expected to grow throughout the next decade.
3

Iloilo City Business Club “Catalyzing Development in Iloilo City.” Presented March 16, 2015 at West Visayas State
University

4

“INDUSTRY PERFORMANCE FOR TRAVEL AND TOURISM| DECEMBER 2015.” Research and Statistics
Division,
OPTRIM
2/10/2016
Accessed
on
February
11,
2016
at:
http://www.tourism.gov.ph/pages/industryperformance.aspx

5

“Province of Iloilo City 2014 Provincial Profile” Research and Statistics Section of the Provincial Planning and Development
Office. 2014
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These figures for production of raw materials present a large opportunity for Iloilo City to
capitalize on value-added production by creating a mixed industrial and commercial zone
nearby Iloilo City Commercial Port Complex. Companies will be encouraged to establish
factories that can process and package these agricultural goods for sale domestically and
internationally.
Box 2.1: The Value of Value-Added Production of Rice
As an example of the potential economic impact of the value-added production, we consider
the example of rice. In the Philippines, the average cost of unmilled rice (palay) was PHP12.2
per kg in 2014 6. Meanwhile the average cost of premium milled rice is PHP45 per kg. 7
Therefore, if Iloilo City were to mill all 1,183,237MT of rice produced in Iloilo province into
premium grade rice, it would represent a value add of PHP 38,810,173,600. This is a number
that would only grow as agricultural production increases in Panay Island.

Business Process Offshoring (BPO), Retail, and Real Estate
Iloilo City has a comparative advantage in the BPO sector—the process by which firms located
in developed countries offshore business processes such as customer service and accounting
to lower cost developing countries—in the Philippines and globally. Iloilo City’s comparative
advantage in enticing BPO companies to position their operations in Iloilo City is based on:
 Iloilo City’s high population of university students—Iloilo City creates nearly
18,000 graduates per year 8,
 Iloilo City’s high quality of life
 Iloilo City’s low cost of living relative to Manila and Cebu, and
 Iloilo City’s quality infrastructure for BPO.
At present, the BPO industry has already generated 11,000 jobs in Iloilo City. 9 By the year
2025, BPO will account for 100,000 jobs and has the potential to employ even more. These
employees will continue to fuel a boom in retail and real estate as white collar professionals
working in BPO seek out high quality residences and shopping opportunities
Iloilo City envisions employing a BPO workforce of over 100,000 employees by 2025. These
employees will need to be housed and will have disposable income to spend in newly establish
and existing retail locations.
BPO employees will be formed in the universities located in and around Iloilo City. University
graduates will be eager to stay and work in Iloilo City because high quality real estate is being
6

Czeriza, Valencia. “DA Seeks to Lower Palay Production Cost” Philstar. November 15, 2015 Accessed on February 10,
2016 at http://www.philstar.com/agriculture/2015/11/15/1521881/da-seeks-lower-palay-production-cost

7

“Rice Prices” Magkano.com Accessed on February 11,2015 at: http://www.magkano.com/market/rice_price.htm

8

“Iloilo City Ayala Land Technohub.” Accessed at: http://www.ayalaland.com.ph/office/iloilo-ayala-land-technohub/ on
December 23, 2015

9

Dy, Ronaldo T. “Iloilo City Rising.” Inquirer. September 7, 2015 Accessed at: http://business.inquirer.net/198642/iloilorising on December 23, 2015
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developed, retail outlets provide a variety of quality goods, and a high quality transportation
network will allow them to easily arrive at work punctually—as opposed to the hours in traffic
they would face in Manila. Employers will find locating in Iloilo City attractive due to the high
quality commercial space being developed in Mandurriao, the easy access to an international
airport, and the convention center available for hosting large industry gatherings.
Megaworld Corporation’s Iloilo City Business Park will add an estimate 40,000 jobs in the
BPO sector. 10 In addition, Ayala-Atria plans to add additional space for BPO operations,
potentially bringing total BPO headcount to 60,000 by 2016, when added to the 11,000 existing
BPO jobs. Assuming a conservative growth rate of 5 percent a year between 2016 and 2025,
Iloilo City could employ as many as 100,000 employees in the BPO sector by 2025.
2.2.3 Required Infrastructure
To facilitate the growth of the prioritized sectors, some infrastructure investments are
required. We analyze below the infrastructure requirements for each sector. However, these
requirements are interrelated between the sectors.
Required Infrastructure for Tourism
Developing tourism in Iloilo City will require infrastructure investments to ensure that the city
is both accessible and enjoyable for tourists. Beyond ensuring that all basic services—such as
water, electricity, sewerage, and sanitation—are adequately provided for visitors, developing
tourism in Iloilo City requires focusing on:
 Rehabilitating tourist destinations
 Ensuring accessibility to Iloilo City
 Ensuring easy travel within Iloilo City

Rehabilitating tourist destinations
Iloilo City’s main tourist draw is its rich and lengthy history, best demonstrated by the various
colonial buildings and sites of the Philippines’ revolutionary history. However, several of these
sites are in poor conditions and the areas where they are concentrated are congested and
unpleasant. In order to create a pleasant environment for tourists in the historic center we
envision the complete rehabilitation of historic sites such as Fort San Pedro, the rehabilitation
of historic buildings along Calle Real, and the pedestrianization of Calle Real. The city is also
considering offering free public Wi-Fi in tourist areas to make it easier for tourists to navigate
and enjoy the historic sites.
In addition to the rehabilitation of important historical sites, Iloilo City will redevelop Muelle
Loney and its immediate environs as a tourist destination. This will dovetail nicely with the
rehabilitation and pedestrianization of key historic areas in Iloilo City. It will also create a
critical mass of desirable tourist sites to draw in visitors. In addition, it will link to the Iloilo
City River Esplanade allowing for a pleasant walk from the hotels of Mandurriao to the historic
areas of the city center. 11

10

Excopel, R. “IT-BPO ahead of employment aim.” Panay News. June 26, 2015 Accessed
http://panaynewsphilippines.com/2015/06/26/it-bpo-ahead-of-employment-aim/ on December 23, 2015

11

Iloilo City Business Club “Catalyzing Development in Iloilo City.” Presented March 16, 2015 at West Visayas State
University
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Ensuring accessibility to Iloilo City
Ensuring that Iloilo City is accessible is a top priority to enable Iloilo City to realize its tourism
potential. This means ensuring that Iloilo City is accessible by air, sea, and land. For this reason,
we envision:
 Land—coordinating with the other provinces of Panay Island to ensure that there
is an international standard, separated highway capable of allowing average speeds
of 100 km per hour. This will shorten the total travel time between Iloilo City and
Caticlan to approximately two hours.
 Bridge—Iloilo City and Guimaras are considering building a bridge to connect
Panay Island and Guimaras Island subject to results of the feasibility study
 Sea—dredging the Iloilo City Commercial Port Complex to be deep enough to
receive cruise ships
 Air—continuing to encourage international flights to Iloilo City airport as well as
exploring initiating service between Iloilo City and Caticlan/Boracay.
These infrastructure investments will ensure that tourists who are interested in including Iloilo
City in the itinerary of a cruise or trip to Panay island to visit Boracay or Sicogon can easily
add an additional day or two in to appreciate Iloilo City’s attractions. In addition, conference
organizers can promote their conferences as providing quick access to all attractions of Panay
Island and Guimaras Island.

Ensuring easy travel within Iloilo City
Ensuring that visitors to Iloilo City can easily and comfortably transit between hotels and
attractions is key to making Iloilo City a desirable destination. Thus, we envision an improved
public transit system that will employ air-conditioned buses to ferry tourists between points
of interest and their hotels. This will be integrated into an upgraded public transport system
for Iloilo City.
The development direction for tourism in Iloilo City envisions tourists circulating between
three focal points:
 Mandurriao—this is the location of the convention center as well as the majority
of the new upscale hotels being built in Iloilo City
 The City Proper—this is the location of most of the historical buildings and will be
the location of the redeveloped Muelle Loney. It is also the location of the ferry
terminal for pump-boats headed to Guimaras Island
 Guimaras Island—this will be the prime destination for tourists headed to the
beach, mango plantations, and mountain activities.
In addition, tourists will be interested in visiting Molo Church, Jaro Cathedral, and Arevalo
beaches.
Required infrastructure for BPO, Retail, and Real Estate
Developing professional services, including BPO, retail, and real estate in Iloilo City will
require key investments to ensure that the city provides all basic services—such as water,
electricity, sewerage, and sanitation. The private sector will provide office space and
telecommunications technology; however, the local government is responsible for ensuring
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provision of adequate services for employees and employers to be content working in Iloilo
City. Therefore, to grow the BPO, retail, and real estate industry, Iloilo City must:
 Create efficient means for BPO employees to transit to and from work
 Ensure high quality water and sanitation services
 Prevent flooding from disrupting city life.

Create efficient means for BPO employees to transit to and from work
Many professional service workers live outside of the city center of Iloilo City. As a result,
many commutes to work in Jeepneys that many find unpleasant. In addition, Jeepney service
does not always coincide with the work schedule of BPO employees—who frequently have to
work nightshifts to match the business cycle of Europe and North America. 12 Therefore,
improving transport will be important in developing the professional services industry.
 Clean, Efficient Public Transit System
We envision Iloilo City designing and implementing an efficient, reliable, and
pleasant public transit system. The system could simply improve the fleet of
Jeepneys through e-Jeepneys which are clean and more pleasant to ride in.
Alternatively, Iloilo City could upgrade to modern, air-conditioned buses running
regular routes citywide. The improved transport system will be integrated with the
transit system developed for tourists.
 Bus Terminals
BPO employees that live beyond the city limits are required to change Jeepneys at
bus terminals at the city limits as the result of a city ordinance that does not allow
most provincial buses and Jeepneys to enter the city. Currently, several bus
terminals are contracted to a private operator; however, performance has been
unsatisfactory. 13 Therefore, Iloilo City envisions procuring a private operator to
improve/rehabilitate, maintain, and operate city bus terminals to ensure that they
will meet the standard demanded by white-collar office workers.
 Ensure high quality water and sanitation services
The BPO industry requires university graduates, who in return demand a quality of
life commensurate with their educational attainment. To ensure that educated
workers will desire to live in Iloilo City, Iloilo City envisions improving the water,
sewerage, and sanitation system. Well-functioning public services are also a
requirement for the tourism industry and will contribute to the quality of life of all
Ilonggos.
– Water: At present, the water distribution system under control of the Metro
Iloilo City Water District (MIWD) delivers piped water to only 30 percent of
households. However, Iloilo City has recently earned the right to offer franchises
to private operators to distribute water in Iloilo City.

12

Meeting with the Iloilo City Business Club held on November 25, 2015

13

NEDA Region VI
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Iloilo City envisions working to create a city where 100 per cent of households
have access to clean, running water. Therefore, Iloilo City is currently seeking
appropriate partner(s) to produce and distribute water within Iloilo City. In fact,
on April 19, 2016 Balibago Resources Inc. (SBRI) signed a memorandum of
agreement with the local government unit of Iloilo City to construct, operate
and maintain a water system to serve thousands of waterless households in Iloilo
City’s Jaro district. 14 In addition, MIWD has signed an Memorandum of
Understanding with a private partner to produce and distribute water to citizens
of Iloilo. It will gradually meet the demand of the city.
– Sewage: Currently, all sewage is collected in septic tanks; however, there is no
formal system for disposing of the sludge. 15 In addition, the city will soon
introduce an ordinance that all homes must empty their sewage tank every 3-5
years. Therefore, Iloilo City, particularly City Environment and Natural
Resources Office (CENRO), envisions developing a PPP for removing sludge
from homes that are not connected to the water district (70 percent of all
homes). The water district is responsible for removing sludge from the septic
tanks of homes connected to the water district. Specifically, CENRO is
interested in developing a PPP that will allow households to pay small monthly
payments (about 40 PHP per month) instead of a large onetime fee (PHP3000
on average). The CENRO feels that households will not be able to bear the
burden of a large onetime fee.
– Sludge Treatment: CENRO also envisions procuring a sludge treatment plant.
Iloilo City currently has no waste water treatment facility. 16 Although some large
commercial developments are required to treat wastewater on site, it is unclear
what is currently done with sludge removed from septic tanks that do not have
their own wastewater treatment facilities.
– Prevent Inundations from Disrupting Life in Iloilo City: Iloilo City is very
flood prone from both rain and overflow of the Iloilo River. On average, Iloilo
City experiences several inundations every year. Flooding disrupts city life and
damages property. For this reason, Iloilo City envisions improving drainage,
building a retaining pond, and treating runoff to prevent flooding during annual
heavy rains. 17
Required infrastructure for Light Manufacturing
To develop manufacturing in Iloilo City, Iloilo City envisions creating a mixed industrial and
commercial zone with the ability to achieve status as an industrial estate or special economic
zone to ensure that the city is attractive to large manufacturing companies. In addition, the
14

Lucas, D. “South Balibago seals P450-M Iloilo City water deal.” The Inquirer April 19, 2016 Accessed at:
http://business.inquirer.net/209590/south-balibago-seals-p450-m-iloilo-water-deal#ixzz49ecWzvwS
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“Consultancy Services for the Revision of the Feasibility Study on an Integrated Panay Railways System Project” Urban
Integrated Consultants. July, 2009
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sector will need to be served by quality transport links—ports, roads, etc. The employees of
this sector also need better water, sanitation, and transportation services.

2.3

Determining the Long List of Projects

We apply the process for determining the long list of infrastructure projects as presented in
the Report: A Framework for Delivering PPPs as Part of a Broader Infrastructure Strategy
(“PPP Development Tool”). This process is presented in the Figure 2.4.
Figure 2.4: Determining the Development Direction and the Long List
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Source: PPP Development Tool – Castalia

We have analyzed all the projects in the RDP and CD P to come up with the long list of
projects. The analytical framework to select the projects in the Long List is outlined in Table
2.3.
Table 2.3: Analytical Questions
Project Type

Questions

LGU Projects

Is the project identified in the RDP wholly
within the LGU area?

20
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If not, is the project likely to materially benefit
the LGU such that the LGU would support and
possibly contribute to funding for the project?

Complementary Projects

Do any of the LGU projects or Priority
Development Sectors create a need for related
projects that may be upstream or downstream
in the value chain for the goods and services?
This might include processing facilities for
agriculture (downstream) or import facilities
for inputs to manufacturing.

Supporting Projects

Do any of the LGU Projects, Complementary
Projects, Priority Development Sectors or Key
Growth Drivers or the combination of all of
these factors require infrastructure to serve the
increased population or economic activity?
This might include social infrastructure such
as housing, schools, and hospitals

Table 2.4 shows our analysis to select the projects in the Long List.
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Table 2.4: Projects Analysis
No

Source

Name of projects

Analysis

1

Regional

Increase total length of paved roads by 40 This project supports three Growth
km annually or 2,943 kilometers of national Drivers. The project also covers Iloilo
roads
area.

Comments
We will include a specific
project to build an
expressway connecting Iloilo
to Caticlan in the Long list
of projects – LGU Project

2

Initiate the construction of two new
community airports in Negros Occidental

This project supports three Growth
Not include in the Long list
Drivers but is outside the City area.
Iloilo has its own airport; therefore, the
development of other airports would not
be directly or indirectly beneficial to the
city

3

Construct one Principal Class 2 airport in
Malay, Aklan

This project supports three Growth
Not include in the Long list
Drivers but is outside the City area.
Iloilo has its own airport; therefore, the
development of other airports would not
be directly or indirectly beneficial to the
city

4

Upgrade/Expand facilities in Capiz, Iloilo,
Kalibo and Silay-Bacolod airports

This project supports three Growth
Drivers. The project also covers the
Iloilo area. However, there is a separate
project to improve the Iloilo airport
which is under implementation

Not include in the Long list

5

Complete installation of 472 circuit
kilometers of submarine cables

This project supports three Growth
Driver but is outside the City area. The
project would not be directly or
indirectly beneficial to the city.

Not include in the Long list

6

Increase total number of households with
access to safe water by 10 percent annually

This project supports two Growth
Drivers: Light Manufacturing and BDO.

Not include in the Long list
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No

Source

Name of projects

Analysis

Comments

The project also covers the Iloilo area.
However, there is a separate project to
develop a water supply system in Iloilo.
We will consider that specific project
7

Establish one flood control project each
for Capiz, Negros Occidental and Aklan

This project supports two Growth
Drivers: Light Manufacturing and BPO.
The project is not in Iloilo area and is
not directly beneficial to the City.

Not include in the Long list

8

Expand/Upgrade various seaports in
Panay, Guimaras and Negros Occidental

This project supports two Growth
Drivers: Light Manufacturing and BPO.
The project is not in Iloilo area and is
not directly beneficial to the City.

Not include in the Long list

9

Construct three hydro power projects

This project supports three Growth
Drivers. The project is not in Iloilo area
and is not directly beneficial to the City.

Not include in the Long list

10

Commission three wind power projects

This project supports three Growth
Drivers. The project is not in Iloilo area
and is not directly beneficial to the City.

Not include in the Long list

11

Commission two biomass power projects

This project supports three Growth
Drivers. The project is not in Iloilo area
and is not directly beneficial to the City.

Not include in the Long list

12

Iloilo City
Construction of a farm-to-market or access This project supports the development
Development road leading towards relocation sites
of the agricultural sector, and supports
Plan
the Growth Driver: BPO and light
manufacturing. However, the project’s
implementation is from 2013 and 2016,
before the planning period for this
report.
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No

Source

Name of projects

Analysis

Comments

13

Construction/widening/concreting/asphalt This project supports the development
overlay of roads
of tourism, light manufacturing and
BPO. However, the project’s
implementation is from 2013 and 2016,
before the planning period for this
report.

14

Improvement/rehabilitation of Barangay
Roads

This project supports the Growth Driver Include in the Long List –
because it supports the transportation in Supporting Projects
the city

15

Construction/elevation/rehabilitation of
concrete public alley/footwalks/sidewalks

This project supports three Growth
Drivers because it improves the city’s
landscape for both tourism and
residents. The project’s implementation
is from 2013 to 2016.

Not include in the Long List
– Supporting Projects

16

Construction/rehabilitation of an elevated
sidewalks

This project supports three Growth
Drivers because it improves the city’s
landscape for both tourism and
residents. The project’s implementation
is from 2013 to 2016.

Not include in the Long List
– Supporting Projects

17

Construction/rehabilitation of breakwaters
(including the Ortiz Wharf, Hinactacan
shoreline, etc) – DPWH project

This project supports the socioeconomic development of the city and
supports three Growth Drivers. The
implementation is from 2013 to 2016.

Not include in the Long List
– LGU Projects

18

Construction of a bridge cross the Iloilo
River from Zamora St. to Lapuz, Lapaz

This project supports the Growth
Include in the Long List –
Drivers: BPO and Light Manufacturing Supporting Projects
because it improves the transportation in
the city

19

City wide flood control and drainage
maintenance project

This project improves the socioeconomic development and the
environmental conditions of the city. It

24

Not include in the Long List

Include in the Long List –
Supporting Projects
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No

Source

Name of projects

Analysis

Comments

supports the Growth Driver: BPO and
Light Manufacturing.
20

Construction/rehabilitation of water
supply and sanitation system

This project improves the water and
sanitation services to tourists and
residents. It supports two Growth
Drivers: BPO and Light Manufacturing.

Include in the Long List –
Supporting Projects

21

Installation or repair street lights and
lighting at Plazas, markets, and other cityowned properties, facilities and amenities

This project improves the city’s
landscape and safety. It supports three
Growth Drivers.

Include in the Long List –
Supporting Projects

22

Pedestrian safety and protection project
along Calle real

This project improves the safety of
tourists and residents of the city. It
supports the Growth Driver: Tourism.

Include in the Long List –
Supporting Projects

23

City-wide implementation of
demonstration heritage conservation
projects

This project supports the Growth Driver Include in the Long List –
to attract more tourists
Supporting Projects

24

Wastewater treatment projects for public
markets

This project improves the environment
and life quality for the residents. It
supports the three Growth Drivers.

Include in the Long List –
Supporting Projects

25

Sewerage and septage/sludge management
projects

This project improves the environment
and life quality for the residents. It
supports the two Growth Drivers: BPO
and Light Manufacturing.

Include in the Long List –
Supporting Projects
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The Long List includes an LGU Project (including an alternative to the proposed project) and
9 Supporting Projects. We have not identified any Complementary project which is linked to
the LGU projects or the Priority Development Sectors. We describe the projects in the Long
List in more details below.
LGU Projects
 Iloilo-Caticlan Highway
This project proposes to build an international standard, separated toll road capable
of allowing average speeds of 100km per hour between Iloilo and Caticlan. The
road would cover an approximate distance of 240Km, 140km of which could be
placed along the existing Panay Railways easement from Iloilo City to Roxas. The
remainder of the right of way, from Roxas to Caticlan, would need to be acquired.
The road would reduce travel times between Caticlan and Iloilo to 2.5 hours from
the current 6 to 7 hours. This is because the road would not pass directly through
villages and towns along the way, reducing congestion and allowing for vehicles to
travel at higher speeds without endangering safety. The reduction in time is critical,
as it would allow for tourists in Boracay to visit Iloilo City without spending an
entire day in transit.
 Iloilo-Caticlan Railway
During our discussion with the Iloilo City Government and NEDA Region VI, we
understand that the regional government is considering an alternative project to the
Iloilo-Caticlan Highway project. This project proposes to build an internationalstandard passenger railway between Iloilo and Caticlan that is also capable of
carrying freight. The railway would cover an approximate distance of 240Km,
approximately 140km of which could be placed along the existing Panay Railways
easement.
The railway would reduce travel times between Caticlan and Iloilo to 4 hours from
current 6 to 7 hours. 18 This is because the railway will not suffer from the congestion
experienced by vehicles as they pass through towns and villages on the road to
Caticlan. The reduction in time is critical, as it would allow for tourists in Boracay
to visit Iloilo City without spending an entire day in transit.
Supporting Projects
 Improvement/rehabilitation of Barangay Roads
Currently, there are 180 Barangays in Iloilo City. The City Government plans to
improve the deteriorated roads in the city’s Barangays. There is not a specific data
about the length of the roads to be upgraded. The roads will be improved to either
asphalt (50mm) or concrete road (230mm) as other Barangay roads in the Region
VI.
The project will improve the transportation, safety, and landscape in Barangays of
Iloilo City. This project plans to be implemented by 2019 as a part of regular

18

“Consultancy Services for the Revision of the Feasibility Study on an Integrated Panay Railways System Project” Urban
Integrated Consultants. July, 2009
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infrastructure improvement plan in the City. It will be financed by the City’s budget
for development and investment.
 Construction of a bridge crossing the Iloilo River from Zamora St. to Lapuz,
Lapaz
The Iloilo City Government plans to construct a bridge crossing the Iloilo River
from Zamora Street to Lapuz, Lapaz to improve the transportation and economic
activities between Iloilo city and Lapaz which contains both industrial and
mangrove areas. Lapaz is the only district that has industries accounting for 17% of
its total land area. Lapaz is also the only district that has 95 hectares of mangrove
forests. The bridge will shorten the travel time to Iloilo and facilitate the commercial
activities from Lapaz to the city and other national and international destinations.
The project plans to be implemented from 2017 to 2019. The City Engineering
Office (CEO) is the implementation agency. We assume that the project will be
similar to the newly constructed Drilon Muelle Loney bridge that also crosses the
Iloilo River.
 City wide flood control and drainage maintenance project
The City Government plans to control flood and maintain the drainage system
across the city through desitting and dedogging canals, creeks, river, and waterways.
The project will be implemented by the CEO and the barangays. This project plans
to be implemented by 2019 as a part of regular infrastructure improvement plan in
the City. It will be financed by the City’s budget for development and investment.
 Construction/rehabilitation of water supply and sanitation system
This project proposes to build a district size water system—similar to the project
being carried out in Jaro district which will serve 12,000 customers—to serve areas
of the Iloilo City that Metro Iloilo City Water District (MIWD) has failed to serve.
At present, the water distribution system under control of the MIWD delivers piped
water to only 30 percent of households.
MIWD has recently signed a concession agreement with Metro Pacific, which
proposes to expand MIWD’s network to 60 percent of households within the next
ten years. If MIWD and Metro Pacific can achieve this goal, then Iloilo City will
not pursue further district sized water systems. 19
However, if MIWD and Metro Pacific fail to deliver, Iloilo City can offer additional
non-exclusive franchises—meaning that MIWD can still operate in this area—to
construct, operate, and maintain a level III (Level III water system is a piped water
supply with a private water point based on a daily water demand of more than 100
liters per person) water systems that would produce and distribute for areas of the
City that are not served by the MIWD. The franchises are to serve potable water
compliant with the Philippine National Standards of Drinking Water for 25 years.
 Install or repair street lights and lighting at plazas, markets, and other cityowned properties, facilities and amenities
19

Meeting with Mayor Jed Mabilog October 13, 2016 in Iloilo City Hall
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The Iloilo city is characterized by beautiful public buildings, such as churches,
plazas and government buildings. To improve the city’s landscape and safety, the
City Government plans to repair or install new street lights and lighting at plazas,
markets and other city owned properties, facilities and amenities.
This project plans to be implemented by 2019 as a part of regular infrastructure
improvement plan in the City. It will be financed by the City’s budget for
development and investment. The CEO and Barangays will coordinate to
implement the project.
 Pedestrian safety and protection project along Calle real
The city government plans to pedestrianize Calle Real and surrounding streets to
create a tourism friendly area and a social and cultural centre for the city’s residents.
This is one of the city’s efforts to promote Iloilo as a tourist destination. The project
includes: (i) improving the arcaded walks, (ii) resurfacing the sidewalks and
improving the elevation, (iii) developing permanent protective steel railings, and (iv)
improving markings and signages in the Calle real area.
The city government also plans to attract private investor to invest on this project.
The CEO and the City Project Development Office will coordinate with the
tourism management agencies and Calle Real to implement this project.
 City-wide implementation of demonstration heritage conservation projects
Restoring the historical sights of Iloilo City, including historical buildings and Fort
San Pedro, will create a pleasant area for tourists to visit. We do not propose to
include restoring historical buildings in this project because several foundations as
well as the owners of historical building have already begun the process of historical
restoration. We focus on the historical restoration of Fort San Pedro as part of the
overall goal of restoring the historical sites in the central business district of Iloilo
City and developing more tourism-friendly areas around the city’s centre. At
present, Fort San Pedro is in poor condition and currently home to a grilled chicken
restaurant. To create a pleasant environment for tourists in the historic center this
project will need to completely rehabilitate the historic Fort San Pedro. The City
Planning and Development Office describes the project thus:
At its first conception, Fort San Pedro was designed to be quadrilateral in shape with four
bulwarks built at the corners. The massive structure originally made from wood and stone survived
during the Spanish regime but fell into ruins during World War II. Fort San Pedro dwindled
into a dissipate state through the years and lost its prominence. So, it is with pride that it shall be
restored to its near original state and brought back to its past glory to serve as one of the city’s key
urban structure that shall function with more contemporary use. Fort San Pedro shall be redesigned
to accommodate the need for more urban parks and open spaces that will provide the people of
Iloilo City alternative venues for recreation and leisure and thereby contributing to the city’s
sustained liveability. 20
 Sewerage and septage/sludge management projects

20
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Iloilo City plans to develop a project for dislodging, transporting, disposing and
treatment of sludge from homes that are not connected to the water district. The
Metro Iloilo Water District (MIWD) is responsible for removing sludge from the
septic tanks of homes connected to the water district; however, they have yet to
provide such a service. Currently wastewater treatment is a big concern for the local
government. Nearly all sewage in Iloilo City is collected in septic tanks (93.4% of
households had a septic tank in 2010) 21 ; however, there is no formal system for
disposing of the sludge.
The City signed a Memorandum of Understanding (MoU) with PASInc in 2013 to
collect and treat sludge; however, PASInc has yet to begin operations. For this
reason, the City is considering other options for sludge treatment and removal.
PASInc has begun collecting hospital waste—complying with this component of
its MoU—; however; it is unclear when, if ever, PASInc will begin collecting sludge
from households. 22 Under the arrangement, the City of Iloilo will provide land
required for constructing the plant at the municipal dump. This will constitute the
City’s “equity” contribution to the facility. The profits from the facility will be
shared between the City and PASInc on the basis of the value of the city’s equity
contribution. 23
In 2010, Iloilo City had 90,681 households and a population growth rate of 1.49%. 24
If the septic tank ownership rate of 93.4% remains constant, this means that in
2016, there will be 92,610 households with septic tanks—we assume 90,000 for the
sake of simplicity. Furthermore, septic tanks in Iloilo City have an average capacity
of 5 cubic meters. 25 Since septic tanks must be emptied once every five years in
accordance with the City’s proposed ordinance, the trucks must be able to carry
90,000 cubic meters of sludge per year or 246 cubic meter per day.
The project will be implemented by 2019 by CEO in coordination with the City
Environmental office (ENRO) and Environmental Management Bureau (EMB).
 Wastewater treatment plant for public markets
This project has similar scope with the above project but to serve only the public
markets. Currently, there are three main public markets in Iloilo City: Jaro, La Paza
and Iloilo Central Markets. The CEO and City ENRO will coordinate to implement
this project.
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“Metro Iloilo Septage Management Project: Draft Feasibility Study.” USAID. February, 2011
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Meeting with Noel Hechanova of CENRO in Iloilo City Hall on October 12, 2016
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Meeting with Noel Hechanova of CENRO in Iloilo City Hall on October 12, 2016
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Statistics Authority Accessed on October 10, 2016 at: https://psa.gov.ph/content/population-iloilo-city-rose-425thousand-results-2010-census-population-and-housing

25

“Metro Iloilo Septage Management Project: Draft Feasibility Study.” USAID. February, 2011

29

Confidential

3

Prioritization of the Proposed Infrastructure
Projects in the Long List

From the Development Direction of the City, we have identified ten infrastructure projects
that are necessary to meet the growth objectives of Iloilo City. We used the Prioritization
Framework to analyze the strategic importance; technical, legal, environmental, social,
economic, and financial feasibility; project complexity; and project readiness of infrastructure
projects identified for Iloilo City in its Development Direction. This section provides an
overview of the results of applying the Prioritization Framework as well as a summary of
evaluation for each project. A detailed assessment is in the Prioritization Framework.
The Table 3.1 below shows the results of our scoring of the projects proposed in the
Development Direction:
Table 3.1: Results of Project Prioritization Framework for Iloilo City
No

Projects

1 Iloilo-Caticlan Highway
2 Iloilo-Caticlan Railway
Sewerage and septage management
3 project
Wastewater Treatment Plant for public
4 markets
5 Improvement of Barangay Roads
Street lighting and lights at plazas and
6 markets
7 Heritage conservation - Fort San Pedro
Citywide flood control and drainage
8 maintenance project
supply of
anda sanitation
system
9 Water
Construction
bridge cross
Iloilo
10 River from Zamoras street to Lapuz
Pedestrian safety and protection project
11 along Calle Real

Technical
Feasibility

Legal
Environmental
Feasibility
Feasibility

Social
Feasibility

Economic
Feasibility

Financial
Feasibility

Complexity

Readiness

Total

8.33
5

10
10

6.67
6.67

5
3.33

2.5
2.5

5
3.33

8
8

3.33
3.33

48.83
42.16

8.33

10

10

10

6.67

6.67

10

6.67

68.34

8.33
8.33

10
10

10
10

10
10

6.67
7.5

10
5

10
10

6.67
6.67

71.67
67.5

8.33
8.33

10
10

10
10

10
8.33

6.67
3.33

5
10

10
10

6.67
6.67

66.67
66.66

8.33

10

10

10

6.67

4

10

6.67

65.67

8.33

10

10

7.5

6.67

8

10

5

65.5

8.33

10

10

8

6.67

5

10

6.67

64.67

8.33

10

10

8.33

6.67

3.33

10

6.67

63.33

Table 3.1 shows that the project with the highest ranking is the project to build a wastewater
treatment plant for public markets. The second highest ranked project is the sewerage and
septage management project. Both projects intend to improve basic services and living
conditions for residents of Iloilo. They also benefit the City’s tourism growth objectives. These
projects score highest because they are strategically important, do not raise many red flags (if
any) for initial feasibility, have demonstrated economic and financial feasibility at the
conceptual level, and are not complicated to implement.
The evaluation for each project is summarized below:
 Iloilo-Caticlan Highway: This project is both technically and legally feasible, but
not feasible in economic and financial aspects. Through our discussion with NEDA
Region VI, we understand that there is a concern about the demand for using the
highway. In addition, the project has a social concern resulting from the need to
resettle squatters and to acquire land for the right of way for the stretch of road
from Roxas to Caticlan. The project is still at a very preliminary level, therefore, it
is not ready for proceeding at the time being. The total score is less than 50 points.
Therefore, we decide not to consider this project in the next step.

30

Confidential

 Iloilo-Caticlan Railway: This project is legally feasible, but not feasible in
technical, economic, and financial aspects. The rail is proposed for both passengers
and cargo transportation. However, this is not the optimal technical option. There
is existing commuter rail in the Philippines and a long history of using rail for
moving freight; however, at present the Philippines does not have an existing
railway which can function to do both. Through our discussion with NEDA Region
VI, we understand that there is a concern about the demand for using the railway.
The agricultural producers that would be the primary customers for moving freight
on the railway have expressed a preference for using trucks to move their goods to
port because the proposed rail will not reach the ports of Iloilo City. This is to avoid
having to follow a complicated process wherein producers load produce on trucks
to take them to the rail, offload produce from the trucks to the railway, and finally
reload the produce onto trucks to take the produce to ports for shipping. 26 In
addition, the project has a social concern resulting from the need to resettle
squatters and to acquire land for the right of way for the railway. The railway would
be required to coordinate with DOTC; the provincial governments of Iloilo Aklan,
and Capiz; and PNR—to negotiate for the right of way on the old PNR rail line.
The project is still at a very preliminary level, therefore, it is not ready for proceeding
at the time being. The total score is less than 50 points. Therefore, we decide not
to consider this project in the next step.
 Wastewater treatment plant for public markets: This project is feasible in all
aspects. There is only a concern if the project is the best technical option to address
the issue. At this phase, it cannot be confirmed without a proposed technical
solution. The local government has initiated some preparation for a wastewater
treatment plant. In addition, the project can collect fees from users because it serves
the public markets. The project got the highest score and can move to the next
step.
 Sewerage and septage/sludge management projects: This project is similar to
the above project. However, its financial feasibility is less because it serves residents.
Through our discussion with local authorities, we understand that the mechanism
to collect fee for sludge collection and treatment service is still unclear in Iloilo. The
project got a score of 68.34 and can proceed to the next step.
 Pedestrian safety and protection project along Calle real: This project does not
have any real concerns about technical, legal, social, environmental and economic
feasibility. However, the project is not financially viable because it cannot generate
direct revenue. The project is not complicated but it would require political support
from different stakeholders to move quickly. The project got a score of 63.33 and
can proceed to the next step.
 Installation or repair street lights and lighting at plazas, markets, and other
city-owned properties, facilities and amenities: This project is feasible in most
aspects. However, there is a concern about the financial viability as there is no direct
revenue source for the project.. The project got a score of 66.67 and can proceed
to the next step.
26
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 City-wide implementation of demonstration heritage conservation project –
Fort San Pedro: This project is feasible in most aspects but there are many
uncertainties about its economic viability. The heritage conservation is not critical
to request the local government’s special attention. There are no studies measuring
the potential economic benefits through attracting more tourists to the city relative
to the cost of conservation. Therefore, we cannot give the project a high score for
economic viability because there is not sufficient data for our assessment. The
project got a score of 66.66 and can proceed to the next step.
 Construction of a bridge crossing the Iloilo River from Zamora St. to Lapuz,
Lapaz: The project is feasible in all aspects but not financially viable. It cannot
generate direct revenue because a toll cannot be applied. The project got a score of
64.67 and can proceed to the next step.
 Improvement/rehabilitation of Barangay Roads: Similarly to the above, this
project is feasible in all aspects but is not financially viable. It cannot generate direct
revenue because a toll cannot be applied. The project got a score of 67.50 and can
proceed to the next step.
 Construction/rehabilitation of water supply and sanitation system: The
assessment does not raise any specific red flags about the project’s feasibility.
However, there is a question whether the project is still needed when MIWD has
signed a concession agreement with a private firm to expand the service in the City.
The project will be required only if the concession does not go ahead or perform
as expected. The project got a score of 67.5 and can proceed to the next step.
 City wide flood control and drainage maintenance project: The project is
viable in most aspects but is not financially viable. It cannot collect direct revenue.
The project got a score of 65.67 and can proceed to the next step.
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4

Sequencing Good Projects

Based on the results of the evaluation, the projects to proceed to the next step can be
prioritised in a sequence consistent with their relative rankings. This is because there are no
obvious interlinkages between projects that would otherwise suggest a reordering of priorities.
Table 4.1: List of Projects in Prioritized Order
No

Projects

Wastewater Treatment Plant for public
1 markets
Sewerage and septage management
2 project
3 Improvement of Barangay Roads
Street lighting and lights at plazas and
4 markets
5 Heritage conservation - Fort San Pedro
Citywide flood control and drainage
6 maintenance project
7 Water supply and sanitation system
Construction of a bridge cross Iloilo
8 River from Zamoras street to Lapuz
Pedestrian safety and protection project
9 along Calle Real

Technical
Feasibility

Legal
Environmental
Feasibility
Feasibility

Social
Feasibility

Economic
Feasibility

Financial
Feasibility

Complexity

Readiness

Total

8.33

10

10

10

6.67

10

10

6.67

71.67

8.33
8.33

10
10

10
10

10
10

6.67
7.5

6.67
5

10
10

6.67
6.67

68.34
67.5

8.33
8.33

10
10

10
10

10
8.33

6.67
3.33

5
10

10
10

6.67
6.67

66.67
66.66

8.33
8.33

10
10

10
10

10
7.5

6.67
6.67

4
8

10
10

6.67
5

65.67
65.5

8.33

10

10

8

6.67

5

10

6.67

64.67

8.33

10

10

8.33

6.67

3.33

10

6.67

63.33

All projects achieve score of higher than 50, therefore, all of them will be assessed to determine
the funding requirement and PPP viability.
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5

Develop Funding Plan for Good Projects

We used the Funding Plan Methodology outlined in the PPP Development Tool to analyze
the available funding for the priority projects listed in Table 4.1. This Section will review the
funding requirements for each project and assess the funding capacity of Iloilo City
Government.
In this exercise we estimate the approximate costs, revenues, and potential national and
international funding sources for selected projects with the goal of assessing what funding the
Iloilo LGU would be required to provide—if possible without exceeding the LGU’s funding
support capacity. Our analysis shows that the annual payment for all selected projects would
cost Iloilo City about PHP230,724,827.

5.1

Determine Annual Costs and Revenues

We input information about CAPEX, OPEX, and revenue of the selected projects. This
provides an estimate of the annual payment of the City Government for each project. Our
assumptions on the costs and revenues of projects are made based on the following principles:
 The annual costs include annual operational expenditure (OPEX) and annual
capital expenditure (CAPEX). The CAPEX, typically applied in the first few years
of a project, is annualized based on a relevant industry weighted average cost of
capital, 27 with a duration based on the average loan tenure applied to similar projects
in capital markets
 We use a benchmark approach to determine both CAPEX and OPEX for each
project. Where possible, we adjust such benchmark figures to take into account
specific local information that we have derived from discussion with Government
Officials in Iloilo City or from our desk study.
We explain below in detail our analysis for each project.
 Wastewater treatment plant for public markets: Our conceptual analysis shows
that the project would generate an annual revenue greater than its annual cost.
– CAPEX: We assume that the project will serve three major markets. We use the
cost for Jaro market wastewater project (PHP2,457,900) as a benchmark. 28 The
estimated CAPEX for three markets will thus be PHP7,373,700 for a period of
five years, making the annual CAPEX PHP 1,946,157.
– OPEX: OPEX costs are based on the United Nations Environmental Program
(UNEP) estimate that it costs PHP15.65 per m3 29 to treat wastewater to a
standard that can be returned to a sensitive area. The proposed capacity for each
27

“Costs of Capital by Industry
http://pages.stern.nyu.edu/~adamodar/

Sector:

Emerging

28

Detailed cost estimate for the Jaro market wastewater project (http://akvopedia.org/wiki/Public_Market_Case_Study).

29

Hernandez, F. et, al. “Economic Valuation of Wastewater: The cost of action and no action.” United Nations Environment
Programme.
2015
Accessed
on
May
27,
2016
at:
http://unep.org/gpa/Documents/GWI/Wastewater%20Evaluation%20Report%20Mail.pdf
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market is 12 cubic meters per day, meaning that the total capacity of this project
is 36 cubic meters per day. It makes the annual OPEX around PHP205,641.
– WACC: The proposed WACC for the sanitation sector is 10.02%.
– Revenue: We apply the same tariff applied in Cebu City for this project. 30 The
fee is PHP250 per cubic meter. It makes the project’s annual revenue
PHP3,285,000.
 Sewerage and septage/sludge management projects: This project also
generates an annual revenue greater than its annual cost.
– CAPEX: We assume that the project will serve the residents who have septic
tanks in Iloilo City. We use the cost of a similar size treatment facility in Cebu. 31
The cost for wastewater project is PHP15 million for a period of ten years,
making the annual CAPEX PHP2,433,279.
– OPEX: According to the United Nations Environmental Program (UNEP),
the average OPEX would be PHP15.65 per m3 32 to treat wastewater to a
standard that can be returned to a sensitive area. The proposed capacity for the
plant is 240 cubic meters per day. It makes the annual OPEX around
PHP1,370,940.
– WACC: The proposed WACC for the sanitation sector is 10.02%.
– Revenue: CENRO proposes that a household will pay a fee around PHP40 per
month tied to the water bill for septage services. In 2010, Iloilo City had 90,681
households and a population growth rate of 1.49%. 33 Assuming the septic tank
ownership rate of 93.4% remains constant, in 2016, there will be 92,610
households with septic tanks—we assume 90,000 for the sake of simplicity. We
assume that 50% of these households will access the sewerage and septage
service. With that assumption, the project’s annual revenue is PHP21,600,000.
 Pedestrian safety and protection project along Calle real: This project does not
directly generate revenue; therefore, the local government would have to pay for all
expenses.
– CAPEX: We use costs of similar road improvement and pavement projects in
DPWH database. 34 The proposed CAPEX is PHP6,289,000 for a period of 5
years, making annual CAPEX PHP1,702,901.
30

Villariza, E. “City to Impose P250 tipping fee for private septic haulers.” The Freeman. August 16, 2014 Accessed on May
29,2016 at: www.philstar.com/cebu-news/.../city-impose-p250-tipping-fee-private-septic-haulers

31

Quintas, K. “Sewerage Treatment Facility Opens Today,” The Freeman. April 9, 2014 Accessed on May 25 ,2016 at:
http://www.philstar.com/freeman/cebu-news/2014/04/09/1310543/sewerage-treatment-facility-opens-today
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Hernandez, F. et, al. “Economic Valuation of Wastewater: The cost of action and no action.” United Nations Environment
Programme.
2015
Accessed
on
May
27,
2016
at:
http://unep.org/gpa/Documents/GWI/Wastewater%20Evaluation%20Report%20Mail.pdf
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“Population of Iloilo City Rose to 425 Thousand (Results from the 2010 Census of Population and Housing).” Philippines
Statistics Authority Accessed on October 10, 2016 at: https://psa.gov.ph/content/population-iloilo-city-rose-425thousand-results-2010-census-population-and-housing

34

http://www.dpwh.gov.ph/infrastructure/pms/search/06.asp?look_for=pavement
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– OPEX: We estimate that the operating and maintenance cost of the pavement
will be PHP125,780 (or 0.02% of the CAPEX) for labour and power costs.
– WACC: The WACC for the sector is 11.03%
 Installation or repair of street lights and lighting at plazas, markets, and
other city-owned properties, facilities and amenities: This project does not
generate revenue; therefore, the local government would have to recover all
expenses through the rate base.
– CAPEX: We use actual costs that have been paid for the improvement and
installation of street lighting system in 2014. 35 The proposed CAPEX is PHP 15
million for a period of 5 years, making annual CAPEX PHP3,848,385.
– OPEX: We estimate that the operating and maintenance cost of the lighting
system is the same as in previous years, 36 around PHP1,900,000 per year.
– WACC: The WACC for the sector is 8.92%.
 City-wide implementation of demonstration heritage conservation project –
Fort San Pedro: Due to the high cost to renovate the Fort San Pedro, this project
cannot generate sufficient annual revenue to cover its costs.
– CAPEX: The City Planning and Development Office’s recent submission to
APEC’s “Liveable Cities” estimated a cost of USD2.8 million (or
PHP139,854,400) to renovate Fort San Pedro. 37 The proposed duration for the
project is 10 years, making the annual CAPEX PHP23,777,358.
– OPEX: The building will be let out to private businesses that will be responsible
for operating and maintaining the building. Therefore, there is no OPEX
incurred.
– WACC: The WACC for the sector is 11.03%.
– Revenue: We estimate the monthly rental for this building is PHP12,500.
 Construction of a bridge crossing the Iloilo River from Zamora St. to Lapuz,
Lapaz: This project does not generate revenue; therefore, the local government
would have to recover all expenses through the rate base.
– CAPEX: We use the cost of the Iloilo River bridge (Drilon) Muelle Loney as a
benchmark. 38 The proposed CAPEX is PHP180,000,000 for a period of 10
years, making annual CAPEX PHP27,213,765.

35

Cost of improvement/installation of street lighting system/traffic lights Ilawod, Barotac Viejo, rgy. Natividad, Brgy.
Poblacion, Iloilo 5th LD (http://iloilocity.gov.ph/images2013/ADP-AIP2014rev.pdf)

36

Cost estimated by using benchmarking approach.
(http://iloilocity.gov.ph/images2013/ADP-AIP2014rev.pdf)

37

“Iloilo City: A Vibrant Experience of Culture, History, and Heritage.” Submission to APEC Liveable Cities Design
Challenge. 2014

38

Cost of construction Iloilo River Bridge (Drilon) Muelle Loney including Approaches and Access Road leading to the New
Ferry Terminal, Iloilo City (http://www.iloilometropolitantimes.com/p180-m-muelle-loney-bridge-set-for-inauguration/)
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– OPEX: We estimate that the annual operating and maintenance cost of the
bridge will account for 0.02% of the investment cost. It will be around
PHP360,000 per year.
– WACC: The WACC for the sector is 8.32%.
 Improvement/rehabilitation of Barangay Roads: This project does not
generate revenue; therefore, the local government would have to recover all
expenses through the rate base.
– CAPEX: We use the cost to construct, concrete and rehabilitate a barangay’s
roads in Region VI as a benchmark. 39 The average cost ranges from PHP2 to
PHP3 million. We estimate an average cost of PHP2.5 million. Currently, there
are 180 barangays in Iloilo City. With the assumption that roads in all 180
barangays need to be improved, the total CAPEX is about PHP 450 million.
The duration is for 10 years, making annual CAPEX PHP69,872,325.
– OPEX: We estimate that the annual operating and maintenance cost of the
roads will account for 0.02% of the investment cost. It will thus be around
PHP900,000 per year.
– WACC: The WACC for the sector is 8.92%.
 Construction/rehabilitation of water supply and sanitation system: This
project generates an annual revenue lower than its annual cost. Conceptual financial
feasibility is shown based on feasibility studies conducted by a private firm that has
shown interest in building a district sized water system in the Jaro district of Iloilo
City.
– CAPEX: SBRI has proposed a project in the Jaro district that will serve 10,000
households, with an investment of PHP450 million. The project would be
constructed in one year and followed by a 20-year period of operation. 40 This
implies an annual cost of PHP52,929,004 over 20 years.
– OPEX: Based on average consumption of 15 m3 per household per month 41 for
10,000 households, the production capacity is 150,000 m3 per month. With
OPEX cost of PHP17.54 per m3 42 of water we calculate annual OPEX costs of
PHP31,752,000.
– WACC: The proposed WACC for water and sanitation sector is 10.02%.

39

The cost of construction/concreting/rehabilitation of Barangay Roads per Barangay in Region VI ranging from PHP 23m per project (http://www.dpwh.gov.ph/pdf/2011_GAA/2015_GAA/Region%20VI_details.pdf).

40

Pendon, L. “Iloilo City inks pact with private water firm.” Sun Star Iloilo April 18, 2016 Accessed on May 23, 2016 at:
http://www.sunstar.com.ph/iloilo/local-news/2016/04/21/iloilo-city-inks-pact-private-water-firm-468597

41

Based on consumption of 100 liters per capita per day for middle income households of an average of five people. Source:
Inocencio, A. et. al. “Determination of Basic Household Water Requirements.” Philippines Institute for Development
Studies. 1999 Accessed at: http://dirp4.pids.gov.ph/ris/pdf/pidsdps9902.pdf

42

“An Analysis of 35 Water Districts: Prospects and Pifalls in Integrated Water Services in the Philippines.” Water and
Sanitation
Program.
August
2009
p.5
Accessed
at:
http://www.wsp.org/sites/wsp.org/files/publications/Integrated_WS_Philippines.pdf on July 15, 2016
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– Revenue: SBRI’s Jaro Project proposes tariffs of PHP350-400 per 10 m3.
SBRI’s feasibility studies conclude that this price will successfully cover
CAPEX—with a 12 percent profit margin—and OPEX costs for the project. 43
However, assuming average monthly household consumption of 15m3 for each
of the 10,000 households yields we estimate annual revenues of PHP63,000,000,
slightly less than the combined annual cost of CAPEX and OPEX.
 City wide flood control and drainage maintenance project: This project does
not generate revenue; therefore, the local government would have to recover all
expenses through the rate base.
– CAPEX: We use the cost of the Barotac Viejo River Control as a benchmark. 44
The average cost per project is PHP40 million. With the duration of 5 years, the
annual CAPEX is PHP10,557,291.
– OPEX: This is an one off project, therefore, OPEX is not required.
– WACC: The WACC for the sector is 10.02%.

5.2

Determine Annual Payments

Table 5.1 shows the results of our analysis of required funding for all projects.
Table 5.1: Funding Requirements for Selected Projects (in Philippines Pesos – PHP)
PROJECTS
Wastewater Treatment Plant for public markets
Sewerage and septage management project
Pedestrian safety and protection project along Calle
Real
Street lighting and lights at plazas and markets
Heritage conservation - Fort San Pedro
Construction of a bridge cross Iloilo River from
Zamoras street to Lapuz
Improvement of Barangay Roads
Water supply and sanitation system
Citywide flood control and drainage maintenance
project
TOTAL

5.3

6,289,000
15,000,000
139,854,400

1,702,901
3,848,385
23,777,358

125,780.00
1,900,000
0

1,828,681
5,748,385
23,777,358

1,500,000

1,828,681
5,748,385
22,277,358

1,828,681
5,748,385
22,277,358

180,000,000
450,000,000
450,000,000

27,213,765
69,872,325
52,929,004

360,000
900,000
31,572,000

27,573,765
70,772,325
84,501,004

63,000,000

27,573,765
70,772,325
21,501,004

27,573,765
70,772,325
21,501,004

40,000,000
1,303,517,100

10,557,291
194,290,466

0
36,434,361

10,557,291
230,724,827

89,385,000

10,557,291
141,339,827

10,557,291
141,339,827

1,946,157
2,443,279

205,641
1,370,940

2,151,798
3,814,219

Annual
Revenues

LGU Funding
Requirements

Annual
OPEX

7,373,700
15,000,000

Gross Annual
Costs

Net Annual
Payments

Annual
CAPEX

Total Capex

3,285,000
21,600,000

(1,133,202)
(17,785,781)

(1,133,202)
(17,785,781)

Capacity to Fund the Selected Projects

Once funding requirements for priority projects have been determined (as per Table 5.1
above), the next step is to allocate funding to the highest ranked project, until that project is
fully funded. Any surplus funding is then allocated to the next highest ranked project, and so
on. When the total required Iloilo funding resources exceed the total Iloilo resources available
for development projects, the City Government cannot fund any further projects. We therefor
now assess the resources Iloilo can afford to put aside for new projects—funds available after
43

De Los Santos, M. “MIWD Faces Competition: Private firm eyes ‘waterless subdivisions.” The Daily Guardian. March 11,
2016 Accessed on May 25,2016 at: http://www.thedailyguardian.net/index.php/local-news/61712-miwd-facescompetition-private-firm-eyes-waterless-subdivisions

44

Construction/Rehabilitation of Barotac Viejo River Control, Brgy. Ilawod, Barotac Viejo, rgy. Natividad, Brgy. Poblacion,
Iloilo 5th LD (http://www.dpwh.gov.ph/pdf/2011_GAA/2015_GAA/Region%20VI_details.pdf)
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covering the city’s other obligations such as salaries, loan payments, and social payments. Iloilo
may need to borrow money to smooth out payments for large projects with lumpy CAPEX—
for example infrastructure projects that require large payments for construction upfront.
Alternatively, Iloilo will need to meet the annual cash flow requirements of PPP projects
financed by the private sector, net of any project revenues. In this section, we describe how to
estimate Iloilo’s funding or fiscal capacity.
Funding capacity
Iloilo City Government is permitted to enter credit- and other financial transactions with banks
and lending institutions for:
 Financing local infrastructure and other socio-economic development projects in
accordance with an approved local development plan and public investment
program
 Stabilizing local finances
 Financing the construction, installation, improvement, expansion, operation, or
maintenance of public facilities, infrastructure facilities, housing projects, the
acquisition of real property, and the implementation of other capital investment
projects.
The ability of Iloilo City Government to access loans from private financial institutions is
largely dependent on the issuance of guarantees by the Local Government Unit Guarantee
Corporation (LGUGC) or other similar institutions. The availability or otherwise of such
guarantees is dependent on the credit rating of Iloilo City. We follow the LGUGC’s approach
to assess the credit rating for Iloilo City Government. There are two phases: credit screening
and credit rating.
 Phase 1 - Credit screening aims to independently assess the creditworthiness of
Iloilo City and provides macro indications of its credit standing based on risk
parameters. LGUGC has categorised Iloilo City in the “A” group, meaning it has a
relatively lower debt repayment risk profile as well as lower and higher development
and endowment risk profiles compared to other LGUs. 45
 Phase 2 – The credit rating is an opinion by LGUGC about the capacity and
willingness of Iloilo City to pay contracted obligations. This is based on Iloilo’s
short-term operating, financial and management capabilities. Currently, LGUGC
has not given a credit rating to Iloilo City. Our assessment, based on LGUGC’s
methodology, shows that Iloilo City should receive an Aaa credit rating because of
the following factors:
 Iloilo City operating risk— In 2015, Iloilo City’s ARI (1,838,865,974) 46 to
operating expenditures (1,480,631,448) ratio, is 1.24, which is is higher than
the required ratio (1.05) for Aaa.

45

http://www.lgugc.com/download/publications/Screenning%20Form%203.pdf

http://blgf.gov.ph/wp-content/uploads/2016/08/FYs-2009-2015-LGUs-Annual-RegularIncome-ARI-Data-by-City.xls
46
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 Iloilo City financial risk— Iloilo City’s current Debt Service Coverage
Ratio (DSCR) is 6.02, which is higher than the required level (1.8) for a Aaa
rating.
 Iloilo City management capability—We do not have any information
about the management capability of Iloilo. Therefore, we assume that it has
moderate management/legal system ability to match resources with
spending. With a moderate level, Iloilo City can receive an A rating.
With two of three factors receiving Aaa, Iloilo City can receive Aaa credit rating.
With this rating, Iloilo City should be eligible for a relatively lower interest rate
for its borrowings. The applicable rate is assumed to be 8%.
Iloilo’s ability to access borrowings is determined by the lower of the following:
 Legal limit for annual debt service. Under the Local Government Code, the
amount that an LGU may appropriate for debt servicing cannot exceed twenty
percent (20%) of its ARI
 Actual capacity based on LGU’s net income. The surplus income of the LGU
is the amount available to fund annual debt service. An LGU that has no actual or
projected surplus income would not be able to access any external borrowings.
In estimating Iloilo’s funding capacity, the following steps can thus be applied:
 Step 1: Calculate the LGU’s funding capacity by determining the lower of the legal
limit and the surplus income.
 Step 2: Multiply this lower amount by a multiplier derived from an LGU accessing
a credit facility characterized by loan maturity in 10 years with no grace period,
equal amortization payments and a fixed interest rate. The interest rate will depend
on the relative credit rating of the LGU, which in turn will result in a higher or
lower multiplier.
 Step 3: Deduct current debt and debt-like obligations—such as sinking funds
 Step 4: Deduce the Net Borrowing Capacity (loan amount or ability to fund PPP
obligations
In 2015, Iloilo City’s ARI is PHP1,8 billion. 47 This means that the City Government’s legal
limit for annual debt service is PHP367,7 million for debt services. Since this amount is lower
than the City Government’s surplus income, calculated as PHP 590 million, 48 it is the legal
limit that applies.
With the assumption that a typical loan duration is 10 years with no grace period, equal annual
payment will be required, and a fixed rate of 8%, the multiplier factor will be 6.71. This means
that the Iloilo City’s gross borrowing capacity is PHP2,5 billion. By the end of 2015, the
outstanding debt was PHP946 million 49 Therefore, Iloilo’s net borrowing capacity is calculated
to be PHP1,5 billion).
47

LGU Annual Regular Income (ARI), 2015, Bureau of Local Government Finance website

48

LGU Fiscal Data 2015, Bureau of Local Government Finance website

49

Iloilo City Statement of Debt Service 2015
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A loan amortization table for Iloilo City is shown in the table below. It is important to note
that the analysis shows either how much Iloilo can borrow to fund development projects, or
alternatively, the quantum of annual cash flows that can be serviced, for PPP projects financed
by the private sector.
Table 5.2: Iloilo Indicative Loan Amortization Profile
LGU Financial Indicator
ARI
20% of ARI
Multiplier Factor
Interest Rate for "AAA" Rating
Gross Borowing Capacity
Current Long Term Debt
Net Debt Borrowing Capacity

1,838,865,974
367,773,195
6.71
8%
2,467,788,074
946,132,343
1,521,655,730

Year
Beg. Balance
End. balance
Interest Payment
Repayment
Net Debt Service Allowable

1
2,467,788,074
2,297,437,925
197,423,046
170,350,149
367,773,195

2
2,297,437,925
2,113,459,764
183,795,034
183,978,161
367,773,195

3
2,113,459,764
1,914,763,350
169,076,781
198,696,414
367,773,195

4
1,914,763,350
1,700,171,223
153,181,068
214,592,127
367,773,195

5
1,700,171,223
1,468,411,726
136,013,698
231,759,497
367,773,195

6
1,468,411,726
1,218,111,470
117,472,938
250,300,257
367,773,195

7
1,218,111,470
947,787,192
97,448,918
270,324,277
367,773,195

8
947,787,192
655,836,973
75,822,975
291,950,219
367,773,195

9
655,836,973
340,530,736
52,466,958
315,306,237
367,773,195

10
340,530,736
27,242,459
340,530,736
367,773,195

Funding Capacity Vs Funding Requirements
The implications of the analysis above are as follows:
 Iloilo City’s funding capacity (PHP 1.5 billion) is roughly equivalent to our estimate
of the CAPEX requirements of the 9 projects (Table 5.1). This means that on the
face of it Iloilo could borrow (and service the associated debt) sufficient funds to
finance all 9 priority projects identified, assuming now competing claims on the
City’s free cash flows. This does not mean that the City can necessarily afford to
meet the ongoing OPEX costs associated with each of these projects. However, it
is encouraging to note that several of the projects appear to have reliable user
revenues that offset such annual costs. These include the Water Supply and
Sanitation Programme, the Wastewater Treatment Plant for Public Markets, and
the Sewerage and Septage Management Project. Where there is no obvious user
revenue source, such as for the Street Lighting Project or for upgrading of Barangay
Roads, the City could tap into its surplus income to fund such ongoing activities.
 Should any of these projects be delivered as PPPs (discussed in the next section),
Iloilo will very likely have sufficient funds to meet the annual cash flow
requirements of such privately financed projects, net of any project revenues.
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6

Identify Potential PPP Projects

We present in the Table 6.1 the results of assessment of PPP feasibility for nine projects
listed in the Table 4.1.
Table 6.1: PPP Feasibility Assessment
No

PPP
Feasibility

Project
Suitability
for PPP

Private
Sector
Interest

Total

1 Water supply and sanitation system
2 Wastewater Treatment Plant for public markets
3 Sewerage and septage management project
Construction of a bridge cross Iloilo River from
4 Zamoras street to Lapuz
5 Street lighting and lights at plazas and markets
6 Heritage conservation - Fort San Pedro
Citywide flood control and drainage maintenance
7 project

10
10
10

10
7.5
7.5

6.67
6.67
6.67

26.67
24.17
24.17

10
10
10

10
10
7.5

0
3.33
0

20
23.33
17.5

10

0

3.33

13.33

8 Improvement of Barangay Roads
Pedestrian safety and protection project along Calle
9 Real

10

5

0

15

10

5

0

15

Projects

All 9 projects receive a score of more than 15 points for PPP Feasibility. The three projects
that are most suitable for PPP are those in the water and sanitation sector. The detailed
evaluation for each project is provided in the PPP Viability Assessment Spreadsheet. We
briefly explain our evaluation for each project below.
 Wastewater treatment plant for public markets: This project is feasible to be
implemented as a PPP. The sanitation sector is allowed to be implemented in a
form of PPP under the laws of Philippines. The project can be structured in a way
to effectively transfer risks to the private sector. There are some precedents of other
similar projects structured as PPP in Philippines. In addition, the project is
commercially viable because there are some private investors that have expressed
their interest to implement the project. The only concern is that the project’s cost
is small to justify the expensive PPP procurement cost. Therefore, it would be an
option to combine this project with the other sanitation project to justify the
procurement cost.
 Sewerage and septage/sludge management projects: Similar to the above
project, this project is also feasible to be implemented as a PPP. It is legally feasible
to be implemented in a form of PPP. It also can be structured in a way to effectively
transfer risks to the private sector. There are some precedents of other similar
projects structured as PPP in Philippines. In addition, the project is commercially
viable because there are some private investors that have expressed their interest to
implement the project. Similar to the above, the project’s cost is small. Therefore,
it would make more sense if it is combined with the above to be one sanitation
project.
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 Pedestrian safety and protection project along Calle real: This project is
marginally feasible for implementing as a PPP. While it is legally feasible under the
law, it is unclear if the private sector is interested in implementing this project. It is
in line with our assessment in the Prioritization Framework because the project
does not generate direct revenue. In addition, this project is closer to a construction
contract than a PPP because the private sector will take responsibility for
construction only. The risks to be transferred to the private sector will be limited.
In addition, the project’s cost is small to justify the expensive PPP procurement
cost.
 Installation or repair street lights and lighting at plazas, markets, and other
city-owned properties, facilities, and amenities: This project is feasible for
implementing as PPP. The project is legally feasible under the laws and can be
structured to achieve the optimal risk allocation to the private investor. Value for
money is likely to be achieved because the private sector will be responsible for
design, construction, and operation of the lighting system. If the project is
structured well, it can deliver value for money from PPP implementation.
 City-wide implementation of demonstration heritage conservation project –
Fort San Pedro: This project is also feasible for implementing as PPP. It is unclear
if the private sector is interested in implementing this project. It is in line with our
assessment in the Prioritization Framework because the project does not generate
direct revenue. The private investor takes responsibility for construction only.
Therefore, the risks transferred to the private sector are limited.
 Construction of a bridge crossing the Iloilo River from Zamora St. to Lapuz,
Lapaz: The project is feasible to be implemented as PPP. However, we donot have
any information about the interest of the private sector in this project. The project
can be structured to optimally transfer the risks to the private investor.
 Improvement/rehabilitation of Barangay Roads: This project is marginally
feasible for PPP. It is legally feasible to be implemented as a PPP. However, the
private sector will take responsibility for construction only. We also do not have
any information to assess if the private sector is interested in this type of project.
 Construction/rehabilitation of water supply and sanitation system: This
project is feasible to be implemented as a PPP. The water sector is allowed to be
implemented in a form of PPP under the laws of Philippines. The project can be
structured in the way to effectively transfer risks to the private sector. There are
some precedents of other similar projects structured as PPP in Philippines. In
addition, the project is commercially viable because there are some private investors
have expressed their interest to implement project.
 City wide flood control and drainage maintenance project: This project is not
very feasible for PPP. While it is legally feasible to procure a private investor to
deliver this service, the project’s outputs are difficult to be quantified and indexed
to the payment of the private investor. We do not have any information about
private sector interest in this type of project.
With the above evaluation, the projects can be prioritized as in the following Table 6.2.
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Table 6.2: List of Projects Prioritized by PPP Viability
No

Projects
1 Water supply and sanitation system
2 Wastewater Treatment Plant for public markets
3 Sewerage and septage management project
4 Street lighting and lights at plazas and markets
Construction of a bridge cross Iloilo River from
5 Zamoras street to Lapuz
6 Heritage conservation - Fort San Pedro
7 Improvement of Barangay Roads
Pedestrian safety and protection project along Calle
8 Real
Citywide flood control and drainage maintenance
9 project

PPP
Feasibility

Project
Suitability
for PPP

Private
Sector
Interest

Total

10
10
10
10

10
7.5
7.5
10

6.67
6.67
6.67
3.33

26.67
24.17
24.17
23.33

10
10
10

10
7.5
5

0
0
0

20
17.5
15

10

5

0

15

10

0

3.33

13.33

As shown in the above Table 6.2, the water supply project achieves the highest score.
However, the project is needed only if MIWD and Metro Pacific fail to deliver the expected
services under their newly signed concession agreement. Therefore, we donot recommend to
proceed this project at this time.
We recommend to select three projects from the list for further study to justify their economic,
financial and technical feasibility as well as PPP viability. These projects are:
 Wastewater treatment plan for public markets and sewerage and septage
management projects: These two projects would be studied together to consider
if they can be combined into one wastewater treatment project. This project will
service both public markets and residents. Its service includes both desludging and
treatment.
 Streetlighting and lights and plazas and markets, and
 Construction of a bridge cross Iloilo River.
For other projects, if the relevant agencies can provide more data to clarify the viability
concerns of the projects, they will be further evaluated in the next round of review when Iloilo
City determines the next prioritized list of projects.
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