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EXECUTIVE SUMMARY
1 INTRODUCTION

The following report concludes the Final Report on the Community Based Forest and

Mangrove Management Project (CBFMMP) in Panay and Negros, Philippines. It shall

provide comprehensive information on the project planning, implementation,

achievements, impact and lessons learned for the project stakeholders, especially

DENR, LBP and KfW. Besides, this report shall functionas Pr epar at ory Study f o
Project Completion Mission.

2 PROJECT DESIGN

The project has been implemented over a period of 8.5 years from July 2008 to
December 2016. In short the project phases can be defined as:

Phase I:  2-year project start-up and preparation phase, July 2008 - June 2010,
supported by GIZ (then GTZ and DED).

Phase Il: 6-year implementation phase, January 2009 - December 2014, mainly
supported by KfW (overlap with Phase I).

Phase Ill: 1-year monitoring and disbursement phase, January to December 2015

Phase IV: 12-months completion of financial management, January to December 2016

The purpose of the project was the sustainable use of forests and mangroves and the
increase of income of the participating families. This was to contribute to the sustainable
management of forests and mangroves under Community Based Forest Management
Agreements (CBFMAs) and other community-based tenure instruments and to the
alleviation of poverty and improvement of livelihood in the rural areas of Panay and
Negros. The following project activities have been financed from loan and grant
contribution:

1) Natural resources management (NRM), EUR 2.27 million from loan and grant
2) Infrastructure and livelihood projects, EUR 2.415 million from loan

3) Training and capacity building, EUR 0.935 million from grant

4) Project management and operations, EUR 1.38 million from grant

The NRM measures targeted the establishment and management of 9,000 ha of
reforestation, ANR/enrichment planting, rattan enrichment, mangroves and agroforestry.
The infrastructure and livelihood projects included farm-to-market roads, water supply,
irrigation and rural markets.

The project comprises the provinces of Aklan, Antique, Capiz, lloilo (within Panay island),
and Negros Occidental in Region VI (Western Visayas), and Negros Oriental in Region
VIl (Central Visayas). In 2016 the provinces of Negros Occidental and Oriental have
been included in a new Region, the Negros Island Region or NIR. During project
implementation 15 Local Government Units (LGUs) have been selected in a competitive
and transparent process as recipients of project loan and grant funds: 11 LGUs in Region
VI and four LGUs in Region VII.

As agreed in the MoU of September 2006, DENR and LGU have been the two project
implementing agencies. The LBP has administered all loan funds, and DENR all grant



funds (both for capacity building and for investments). Loan and grant investment funds
had to be paid to the same implementer, i.e. if a LGU takes the loan it also has received
the corresponding grant portion. Grant and loan funds had to flow together. That means
only LGUs who were willing and eligible to take a loan could receive grant funds. The
LBP has decided who is eligible to access loan funds. The two DENR Project
Management Units in lloilo and Dumaguete have been assisted by a team of consultants
from July 2008 to December 2015 (until June 2010 under GIZ).

3 ADJUSTMENTS MADE DURING IMPLEMENTATION

The project has been implemented over a period of 8.5 years. During that period lessons
were learned from field implementation, policies have been reviewed, feed-back and
recommendations have been received from RPC, NSC and KfW missions. The overall
project concept has remained unchanged, as well as the results and measures stipulated
in the Separate Agreement. Only technical adjustments have been made to better
accomplish the project objective and outputs:

T Inthe SA a number of 20 municipalities had been targeted for inclusion in the project.
At the start of project implementation in 2009 it became clear, however, that not so
many LGUs can be supported and are eligible to access loan funds. So the project

decided to allocated the available | oan

proposals have been found eligible for project support.

1 Adjustment to the unfavorable development of the Euro-Peso exchange rate from
the time of the SA until project implementation. The available loan and grant
amounts in EUR were not sufficient to cover all Peso cost. The LBP financed the
additionally needed loan amount from regular funds, and KfW realigned
contingencies and savings from other positions to finance the NRM measures. The
cost and financing plan has been adjusted accordingly.

T In November 2013 typhoon Yolanda struck the Philippines including northern Panay
and destroyed large areas of mangrove reforestation. As a consequence the
reforestation plan had to be adjusted, reducing the target for mangroves and adding
some areas of ANR/enrichment planting.

1 In 2011 the DENR clarified that a Co-Management Agreement does not constitute
a land tenure (as anticipated before, at least in Region VII). So the project had to
shi ft its focus on supporting People
tenure rights (CBFMA).

1 As recommended by the KfW mission in February 2014, the project demonstrated
as additional activity the enrichment of acacia monocultures with indigenous trees
on 100 ha in Negros Oriental.

1 The original consulting contract provided TA support mainly until December 2013.
Since the project implementation continued until December 2015, the consulting
services have been increased and extended until this date.

1 The processing of NRM billing requests, their review and validation has been
delayed and the DENR asked for extension of submission of the last withdrawal
application and grace period of disbursement. KW expressed its non-objection and
extended the disbursement period until 31 October 2016 and the deadline for closing
the books of account until 31 December 2016.

Vi

and

Or ga



4 PHYSICAL PROJECT ACHIEVEMENTS

Forest Rehabilitation

The target was to establish 9,000 ha of reforestations, enrichment planting, rattan,
mangrove and agroforestry areas. The partner LGUs planted reportedly 9,317 ha, from
which 8,683 ha or 96.5 % of the target passed the first M&E after planting. A total of
8,393 ha passed the second monitoring after one year (93.2 %), and 7,860 ha the final
M&E check after two years, equal to 87.3 % of the target. Agroforestry areas accounted
for the largest portion with 2,829 ha, followed by multi-purpose reforestation (1,933 ha),
ANR/enrichment planting (1,887 ha), rattan (1,094 ha) and mangroves (117 ha). For

details please see the table below.

Modality Plan Planted | 1S M&E | 2"¢ M&E | 3" M&E | 3" M&E | 3" M&E

(ha) (ha) (ha) (ha) (ha) % % of 18t

planted

Reforestation 2,385 2,385 2,200 2,138 1,933| 81.1% 87.9%
ANR/Enrichmt. 2,068 2,068 2,021 1,962 1,887 91.2% 93.4 %
Rattan 1,146 1,146 1,143 1,143 1,094 955 % 95.8 %
Mangroves 393 393 230 190 117| 29.7 % 50.6 %
Agroforestry 3,360 3,324 3,090 2,958 2,829| 85.1% 91.6 %
Totals 9,352 9,317 8,683 8,391 7,860| 84.4% 90.5 %
% of target 9,000| 103.5% 96.5 % 93.2 % 87.3%

Rural infrastructure and livelihood improvement

The 15 partner LGUs have implemented 18 infrastructure and livelihood improvement
project with a total cost of 157 million PhP. The biggest share of investments went to
road maintenance equipment (seven LGUs, 70.2 million PhP), followed by drinking water
systems (four LGUs, 30.8 million PhP), road rehabilitation measures(three LGUs, 25.3
million PhP), fish market (one LGU, 14.8 million PhP), small water impounding for
irrigation (one LGU, 8.8 million PhP), inland aquaculture (one LGU, 5.1 million PhP) and
a mini-sawmill (one LGU, 0.9 million PhP). All infrastructure and livelihood measures are
fully operational (except the sawmill) and are being maintained by the LGUs.

Capacity building

Over 7,000 participants (multiple trainings included, 59 % men and 41 % women) have
been trained and capacitated in 260 training events and 12 exposure trips incl. an
international study tour to Germany. The capacity building focused on project pro-
cedures, IEC, conflict mitigation, EFLUP preparation, land use mapping, reforestation,
forest resource management, PO orientation on CBFMA and CRMF, livelihood
measures, value-chains, coffee/cacao, financial management, project management.

Planned and Actual Expenditures

The overview of planned and actual project expenses and financial contributions is
shown in the table below. Until June 2016 the DENR provided 40.5 million PhP GOP
counterpart funds equal to 87 % of the calculated budget incl. contingencies. The partner
LGUs contributed an estimated 68.5 million PhP counterpart budget (102 % of the plan),
mainly in the form of MENRO staff and operation expenses plus equity in infrastructure
rehabilitation. The KfW has released 100 % of the loan funds for infrastructure (2.415
million EUR) and forest rehabilitation (1.585 million EUR). From the 3 million EUR grant
funds an amount of 2.261 million EUR has been released, leaving a remaining budget of
739,000 EUR. The largest share of this budget is required to pay the remaining labor
subsidies for plantation maintenance and protection.

Vi



Planning Cost Actual Cost
Description GOP Contribution (PhP) Ger.mar_1 GOP Contribution (PhP) | German Contribution (EUR)
Contribution
GOP LGUs Euro Disbursed GOfDisbursed LGUsActual/adjusted  Disbursed
1 Investive measures 0 64.390.500 4.685.000 0 59.493.384 5.166.202 4.685.000
1.1 |Afforestation etc. loan 36.900.000 1.585.000 36.900.000 1.585.000 1.585.000
Aforestation etc. grant 685.000 1.166.202 685.000!
1.2 |Rural infrastructure, livelihood 27.490.500 2.415.000 22.593.384 2.415.000 2.415.000
2 Vehicles 1.156.000 177.846 193.800 183.585 183.585
Equipment, project management, training 778.923 ) 566.127 432.792
3 Equipment and materials 700.000 43.077 131.138
4 Project management/operation 16.170.000 2.800.000 95.077 28.785.190 9.004.000
5 Training and extension 10.500.000 640.769 11.428.315
5.6 [Techn. assistance incl. study tour 769.231 1.061.916 937.217
Mid-term review 22.170 22.170
Sub-total 28.526.000 67.190.500 6.411.000 40.538.443 68.497.384 7.000.000 6.260.764
6 |Contingencies 17.949.002 589.000
TOTAL 46.475.002 67.190.500 7.000.000 40.538.443 68.497.384 7.000.000 6.260.764
Original exchange rate for planned cost: Euro/Peso = 1:65 Balance available for disbursement 739.236

Y sum of positions 3, 4, 5.1-5.5

5

Evaluation of Project Impacts

Environmental Impact

The main environmental impacts of the project can be summarized as follows:

)l

Successful rehabilitation of 7,860 ha of degraded forest land through multi-purpose
tree plantations, enrichment planting with tree and rattan species, planting of
mangroves and establishment of agroforestry systems.

Reduction of deforestation rate in project provinces by 77 % compared to the pre-
project rate (jointly with other actors and projects, such as NGP and GlZ-assisted
projects).

Increase of plant and fauna biodiversity by 20 % to 80 % through transforming cogon
grasslands and arable upland farms into species-rich tree plantations and
agroforestry systems.

Reduction of soil erosion through improved vegetative cover below 10 t/ha/yr as
observed in eight project compartments.

Improved water flow and quality through forest rehabilitation, as visually observed
and reported by beneficiaries.

Sequestration of carbon dioxide through reforestation and agroforestry measures.
The successful rehabilitation of 7,860 ha degraded forest land sequesters almost
47,800 tons of CO; per year. This corresponds to the amount of CO; released by
10,000 off-road vehicles in one year.

Socio-economic Impact

)l

Improvement of livelihood conditions. The annual per capita income in the project
municipalities has increased by 27 % from 2011 to 2015. The additional cash
revenues came mainly from corn and rice farming and livestock raising. Newly
planted agroforestry and forest crops are not harvestable yet but may significantly
contribute in future. The housing material has improved and the number of
household assets has increased.

Income from forest plantations. A survey within the 1,933 ha of successfully
established timber plantations has confirmed the assumption of an annual wood
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increment of at least 7 m®hal/yr. Assuming an average log price of 3,800 PhP/m?
(50 % of FMB statistics) this corresponds to a gross income of 25,900 PhP/halyr.

Income from agroforestry land. A mixed plantation of coffee or cacao with fruit trees
or bananas yields a gross income of about 60,000 PhP. Assuming only 50 % of this
revenue equal to 30,000 PhP per ha will increase the annual income of the 2,200
beneficiary households by 45 %.

Temporary income from grant subsidies. According to M&E results a total of around
52 million PhP shall be paid as labor subsidies to the participating 6,500 farmers.
The average grant subsidy amounts to around 8,000 PhP per participant.

Income from livelihood measures. The introduced livelihood measures had a very
positive economic impact on 1,044 beneficiary households. Their average annual
income has been increased by 2,630 PhP from tilapia farming and almost 50,000
PhP from irrigated rice on a sustainable basis.

Uplifting living conditions. A big socio-economic impact of the project was the
provision of piped drinking water to around 2,500 households. Another positive
development in the uplands was the improvement of farm-to-market roads.

Land use rights. At the start of the project, only 1,758 ha out of the planted 8,684 ha
(20.2 %) were covered with land use rights. As of June 2016, with project support
additional CBFMAs for 3,166 ha of project sites have been approved, another 1,186
ha are pending and hopefully be awarded in 2016.

Organizational impact, knowledge management and upscaling

1

Capacity building. All 15 partner LGUs have now an operational Municipal Environ-
ment and Natural Resources Management Office (MENRO, some designated), a
forest land use plan (FLUP) and a Co-management Agreement resp. Partnership
Agreement with DENR as basis for sustainable management of natural resources.

Knowledge management. The project has produced numerous studies, reports and
has documented lessons learned and innovative approaches which are attached as
digital annex to this report.

Upscaling of proven project approaches. Several successful project measures have
already been introduced and accepted in other regions, projects and programs, e.g.
a strict area monitoring and quality control system in reforestation projects as
condition for subsidy payment, the use of GPS for mapping reforested sites, the
enrichment of exotic monoculture pioneer forest with prime indigenous species.

Internal evaluation workshop and summary of results

During the project evaluation workshop in April 2016, a group of 30 participants from
DENR, the 15 partner LGUs and consultants evaluated the project success, using the
five KfW criteria relevance, effectiveness, efficiency, impact and sustainability.

1

The overall relevance of goal, objectives and outputs was rated 1.9, underscoring
that the project really addressed important issues such as sustainable forest
management and poverty reduction.

The effectiveness was rated 2.1, indicating that the objectives have mostly been
achieved and match the expectations. Practically all planned infrastructure and
livelihood projects have been implemented. The project LGUs established the
targeted 9,000 ha of forest rehabilitation, and 87.3 % passed the final monitoring.



The efficiency of the project was assessed as 2.2, reflecting that the personnel and
financial resources have been used in an economical way. Room for improvement
was seen in the handling of financial matters, especially the disbursement of grant
subsidies to the beneficiaries.

The impact rating of 2.2 shows that most project results match the expectations. The
biggest impact was seen by the participants in the fields of capacity building and
forest rehabilitation.

The sustainability was evaluated as 1.9, indicating the participants were convinced
the project measures and impacts can be sustained.

The overall internal rating of the Project is 2.1 since the achievement of all major relevant
outputs/objectives is good and matches with the expectation without major deficiencies.

5

Sustainability and Required Follow-up Action

Even before the actual start of project investment measures, the following precautions
were taken to ensure sustainability and a smooth phasing-out of project measures:

f

Establishment and capacity building of Municipal Environment and Natural
Resource Officers (MENROS) in-charge of long-term management of natural
resources.

Preparation of Forest Land Use Plans (FLUPs) for each partner LGU, jointly
agreeing on the preferred land use, settling conflicts and issuing implementing
ordinances.

Conclusion of Co-management Agreements and Partnership Agreements between
DENR and LGUs, forging a joint management of forest resources.

Assistance to partner POs to obtain security of tenure / Community Based Forest
Management Agreements.

In April 2016 a workshop was held with the PMUs, DENR representatives, partner LGUs
and TA which agreed on the following measures to ensure project sustainability:

)l

Follow-up security of tenure. The concerned DENR staff and respective MENROs
are requested to follow-up the pending applications of seven POs for CBFMAs
(1,186 ha). New CBFMA applications of 13 more POs shall be strongly supported.

Facilitate the legal utilization and marketing of forest products. The sustainable
management and utilization of forest resources includes the legalized harvesting of
timber and non-timber forest products. The application of the PO NUFA in Bindoy/
Negros Oriental for a CRMF/resource use permit and the mini-sawmill permit for the
LGU Bindoy shall be approved.

Continue extension service and support to farmers. The existing Co-Management
Agreements resp. Partnership Agreements between DENR and project LGUs shall
be the basis for the joint management of forest resources. The LGUs shall include
the required budget for the MENRO operation in their annual investment plans.



6 Lessons Learned and Recommendations

What worked well, and why?

The most successful components and measures included:

1 Extensive training and capacity building program, knowledge transfer and technical
innovations, international study tour, training in conflict mitigation.

1 Large-scale effective forest rehabilitation, erosion control, regulation of water flow,
improvement of environment and biodiversity.

1 Improvement of drinking water supply and livelihood schemes such as water
impounding for irrigation, aquaculture and village market. An important
environmental effect of these water-related measures was the motivation of LGUs
and farmers to protect and rehabilitate the watersheds!

1 Introduction of agroforestry systems with high-value crops like coffee, cacao, abaca
and bananas, partnering with private companies to provide seedlings, training and
marketing guarantees.

The main reasons for positive project results were:

1 Close cooperation between DENR and LGUSs, frequent meetings and visits, joint
project implementation, creation of MENRO office in each LGU, assignment of
DENR site coordinators to the LGUs.

1 Professional loan management by LBP.

i Detailed project operational guidelines, NRM model technical descriptions, M&E
standards and guidelines.

1  Strict monitoring of reforestation success as basis for payment.

1 Regular meetings of the Regional Project Committee and the National Steering
Committee.

1 Close monitoring and steering by FASPS, regular visits of FASPS project officers
and KfW representatives.

Approaches and measures with mixed success

Some project approaches and components had both positive and negative effects on the
project impact, especially the condition that loan and grant funds must go together.

1 Combination of grant and loan funds. Only LGUs had access to grant funds for forest
rehabilitation, which also took a loan for infrastructure and livelihood improvement.
This favored richer LGUs eligible to access LBP loans and several poor upland
LGUs in need to rehabilitate their degraded forest land were left out. The project
impact on forest rehabilitation and protection could have been greater if the partner
LGUs would have been selected according to size of forest area to be rehabilitated
and commitment to support NRM. On the other hand the combination of loan and
grant funds had also positive effects. LGUs which availed of loans for drinking water
systems, irrigation and aquaculture had a strong interest to protect and rehabilitate
the forest as their watersheds. And farmers engaged in agroforestry and forest
rehabilitation appreciated very much that the roads have been improved.

What did not work as expected, and why?

9 Land use rights. At the start of the project only 20 % of the project sites were tenured.
It was vital for sustainable resource management to facilitate land use rights for the
remaining 80 %. Since Co-Management Agreements with LGUs have not been

Xi



considered as tenure (as many LGUs, farmers and also the project staff have
expected before), the project started in 2012 to support POs in obtaining communal
tenure rights (CBFMA). It took until May 2016, however, before the first CBFMAS
have been approved. So the rehabilitation measures have mostly been implemented
by paid workers on open-access land, with little ownership feelings.

Sustainable income generation from plantation timber. It was expected that the
beneficiaries can improve their income through sustainable plantation timber
utilization. In 2013 the LGU Bindoy constructed a mini-sawmill to provide a
marketing outlet for the local POs and to demonstrate the value-adding through
lumber production. The site was supposed to become the demonstration area and
showcase for the whole Visayas. Unfortunately the attempts of the PO to obtain a
resource use permit and the application of the LGU for a sawmill permit were not
successful, because of very restrictive requirements from the DENR Central Office.

Lessons Learned and Recommendations

The main lessons learned from the CBFMMP and recommendations for similar projects
and activities in future can be summarized as follows:

)l

The joint project implementation by DENR and LGUs has proven to be very
successful. It requires both the technical expertise and oversight of DENR and the
commitment and resources of the LGUs to manage and protect the forest resources.

Infrastructure measures and livelihood projects using water as important resource
(drinking and irrigation water, aquaculture) have a very positive effect on watershed
protection and forest rehabilitation.

Clear and comprehensive project guidelines have helped to implement all measures
smoothly, effective and efficiently. Of great importance were the detailed technical
guidelines for forest rehabilitation models, monitoring and payment criteria,
monitoring guidelines, and a strict quantitative and qualitative monitoring of
reforestation success.

A participatory forest land use planning before the actual start of planting activities
has helped to identify and solve boundary conflicts between LGUs, mitigate land use
conflicts within the LGU (e.g. grazing land vs. reforestation) and with other
stakeholders (e.g. mining claims).

On degraded cogon grass sites the reforestation with fast-growing tree species has
proven to be the most successful way to restore forest cover. After the pioneer trees
have suppressed the cogon, reduced the fire risk and improved the soil and
microclimate, the pioneer forest can be enriched with the desired final species.

The partnership with reputable private firms in the coffee, cacao and abaca sectors
has proven to improve training, plantation management, post-harvest treatment and
marketing opportunities for agroforestry farmers.

More emphasis should be given to the timely disbursement, liquidation and
replenishment of grant subsidies.

Land use rights and harvesting permits for tree plantations are the basic require-
ments for sustainable reforestation and plantation management. The DENR Central
Office is kindly asked to review the present centralized and very restrictive approach
to issuing land use rights and utilization permits and (re)introduce a regionalized,
more supportive system

Xii



1 INTRODUCTION

The following report concludes the Final Report on the Community Based Forest and

Mangrove Management Project (CBFMMP) in Panay and Negros, Philippines. It shall

provide comprehensive information on the project planning, implementation,

achievements, impact and lessons learned for the project stakeholders, especially

DENR, LBP and KfW. Besides, this report shall functionas Pr epar at ory Study f o
Project Completion Mission.

The Loan and Financing Agreement (LFA) from 24 December 2008 / 13 January 2009
and the resulting Separate Agreement (SA) from April 2009 are the basic guiding
documents against which this assessment was made. The SA reflects the agreements
made among DENR, LBP and KfW as stipulated in the Memoranda of Understanding
signed during the project appraisal mission on 28 September and 19 November 2006.

The Technical Assistance Team has worked closely with the DENR Project Management
Units in Region VI and VII to collate information and prepare this summary document.

2 PROJECT DESIGN
2.1 Chronology

The project is the result of a design and investigation process which started with a
feasibility study prepared by a team of national and international consultants in 2006.
Based on the design in this study, a KfW appraisal mission visited the Philippines and
signed a Memorandum of Understanding for project implementation with DENR and LBP
in September 2006. Subsequently the LFA for the project was signed in December 2008
(Philippines) and January 2009 (KfW). Further project details were outlined in the
Separate Agreement from April 2009.

In 2008 the DENR has established two Project Management Units, one for Region VI in

lloilo and one for Region VIl in Dumaguete. KfW and GIZ (then GTZ and DED) agreed

to support DENR in project preparation in the frame of the German Technical Assistance

(EnRD CBFM) from July 2008 to June 2010. A team of consultants and DED

development workers supported the two PMUs and potential partner LGUs in capacity

building, forestlandu s e pl anning and prepar atavabofKWf A caps.L
loan and grant funds. While waiting for the KfW funds to arrive, GIZ has provided grant

funds to eligible project LGUs to establish around 5,500 ha of forest plantations and

agroforestry, following exactly the same design and cost norms used in the CBFMMP.

Shortly after signing the LFA and SA, in April 2009 KfW downloaded the first loan and
grant funds to LBP and DENR. The Regional Project Committee (RPC) and the National
Steering Committee (NSC) selected 15 partner LGUs on the merits of their capsule
proposals for project support and provided financial support and extension service. To
continue the provision of consulting services after termination of the GIZ assistance, a
technical and financial proposal was submitted in June 2010 by DFS Deutsche
Forstservice GmbH and was accepted by DENR and KfW. The TA support to the two
PMUs continued until December 2013, in Region VI it was extended until December
2015.

The field implementation of forest rehabilitation measures, infrastructure and livelihood
facilities was practically completed by December 2014. In 2015 the project activities
focused on monitoring, quality checks and financial management. For completion of



disbursement and accounting work, KfwW agreed to extended the disbursement period
until 31 October 2016 and the deadline for closing the books of account until 31
December 2016

In short the project phases can be defined as:

Phase I:  2-year project start-up and preparation phase, July 2008 - June 2010,
supported by GTZ and DED.

Phase Il: 6-year implementation phase, January 2009 - December 2014, mainly
supported by KfW (overlap with Phase I).

Phase Ill: 1-year monitoring and disbursement phase, January to December 2015
Phase IV: 1-year completion of financial management, January to December 2016

2.2 Goal, Purpose and Beneficiaries

The following paragraphs describe the project design as outlined in the SA and revised
i n the pr oj ectlbcenceonp the sappdrt iontheConanunity Based Forest

and Mangrove Management Project (CBFMMP) in Panay and Negros (i pr oj ect 0) .

purpose of the project is the sustainable use of forests and mangroves and the increase
of income of the participating families. This is to contribute to the sustainable
management of forests and mangroves under Community Based Forest Management
Agreements (CBFMAs) and other community-based tenure instruments and to the
alleviation of poverty and improvement of livelihood in the rural areas of Panay and
Negros.

Consistent with the LFA executed between the Federal Republic of Germany and the
Republic of the Philippines in January 2009, the project should originally be implemented
for a period of seven years starting from the effectivity date of the LFA (i.e. from January
2009 to January 2016). Because of delays the project period has been extended until
December 2016.

Community-based natural resource management (NRM) shall be supported through
NRM-focused loan and grant investment packages (EUR 3 million grant and EUR 4
million loan). The following project activities shall be financed from the loan and grant
contribution:

1) Natural resources management (NRM), EUR 2.27 million from loan and grant
2) Infrastructure and livelihood projects, EUR 2.415 million from loan

3) Training and capacity building, EUR 0.935 million from grant

4) Project management and operations, EUR 1.38 million from grant

The project comprises the provinces of Aklan, Antique, Capiz, lloilo (within Panay island),
and Negros Occidental in Region VI (Western Visayas), and Negros Oriental in Region
VII (Central Visayas). During project implementation 15 Local Government Units (LGUS)
have been selected in a competitive and transparent process as recipients of project loan
and grant funds: 11 LGUs in Region VI and four LGUs in Region VIl (please refer to
Figure 2-1).

Besides the mentioned participating families (target at least 7,000 families), the target
beneficiaries also include the staff from the Project Management Units (PMUSs), the
involved PENRO, CENRO and LBP personnel, and the Environment and Natural
Resources Office staff, engineers and financial management staff from partner LGUs.

Th



Figure 2-1: Map of the Project Regions and Municipalities
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2.3 Intended Outcome, Outputs and Activities

As expressed in its operations plan, the project should achieve the following outcome
and outputs.

Outcome:

Participating LGUs, POs and farmers in Panay and Negros manage forests and
mangroves sustainably and improve their livelihood.

Outputs:

1. DENR and LBP staff, participating LGUs and POs in Panay and Negros are
capacitated in planning for and implementing CBFM project packages including
dealing with conflicts

2. Forests and mangroves are rehabilitated through LGUs, POs and/or rural
households

3. Rural infrastructure and livelihood projects that contribute to sustainable forest and
mangrove management have been introduced and implemented.

4. CBFM beneficiaries supported in value-adding and marketing of forestry and agro-
forestry products

5. Project steering, planning, management and M&E provided

These outputs correspond to the four project components mentioned in the SA, namely:
9 Training and capacity building

1 Natural resources management (NRM)

T Infrastructure and livelihood projects

1 Project management and operations

Details of the corresponding activities and agreed indicators are shown in the attached
logframe (Annex 1). Here a summary of the physical targets and main activities shall be
presented.

2.3.1 Training and Capacity Building

The physical targets included:

1 At least 200 persons from the DENR, LGU, LBP and POs have been capacitated to
fulfil their functions.

1 At least 15 LGUs have been supported to avail of project funds and implement
projects.

1 All partner LGUs have prepared Forest Land Use Plans (FLUP) and entered into Co-
Management / Partnership Agreements with DENR for at least 50,000 ha

T All 9,000 ha rehabilitated forest land are covered by tenure instruments

The corresponding activities focused on training of project staff, support to partner LGUs
in preparing and implementing project proposals, FLUP preparation and security of
tenure.



2.3.2 Natural Resources Management

NRM measures focused on

9 Establishment and management of 9,000 ha of reforestation, ANR/enrichment
planting, rattan enrichment, mangroves and agroforestry.

The main activities in this context were support to LGUs in selecting, mapping and
preparing the planting sites, seedling production and procurement, planting, protection
and maintenance of NRM sites, quality checks and grant disbursement.

2.3.3 Rural Infrastructure and Livelihood Projects

Under this loan-funded component, 15 partner LGUs were supported to plan, implement
and maintain infrastructure and livelihood projects. The indicators included:

1 Atleast 80% of targeted beneficiaries (male and female) confirm that they receive at
least 50% of intended benefits.

9 Procured road-construction equipment has been used at least 50% for the
improvement of barangay roads.

The corresponding activities included assistance to LGUs in preparing and submitting
technical and financing proposal, provision and administration of loan funds through LBP,
facilitate issuance of environmental compliance certificates (ECC) and introduce
maintenance and cost recovery schemes.

234 Support in Value Adding and Marketing

This output was to provide tangible benefits to participating families from project
measures. Among the indicators were:

1 Participating POs and households in selected sites have grown two rice crops for food
security.

1 Atleast 80% percent of beneficiaries (male and female) are satisfied with the support
provided.

The related measures included loan-funded irrigation projects (under the infrastructure
component), training in production and value adding of selected agroforestry products
(coffee, cacao) and linking to buyers, support income generating pilot measures in
existing plantations (thinning and harvesting operations) and facilitate participation in
trade fairs.

2.3.5 Project Management

Among the indicators for good project management were.

1 All available investment funds have been released and the approved project
packages have been implemented.

1 Proper project supervision, coordination and financial management ensured.

1 M&E system operationalized for project progress, afforestation success, socio-
economic and ecological impacts



Necessary activities were preparation and implementation of work and financial plans,
preparation of operational guidelines, supervision of project implementation, regular
M&E and quality control, financial management, conduct of baseline and impact studies.

2.4 Project Organizational Structure and Management

24.1 Organizational Arrangements

The project organizational structure and management procedures have been described
in detail in the Project Operational Guidelines from 2010. The following paragraphs are
excerpts from the operations guide.

As agreed in the MoU of September 2006, DENR and LGU shall be the two project
implementing agencies. The LBP shall administer all loan funds, and DENR all grant
funds (both for capacity building and for investments). Loan and grant investment funds
shall be paid to the same implementer, i.e. if a LGU takes the loan it also shall receive
the corresponding grant portion. Grant and loan funds have to flow together. That means
only LGUs who are willing and eligible to take a loan can receive grant funds. The LBP
will decide who is eligible to access loan funds.

The DENR and LBP shall jointly deliver the project through their respective regional/
provincial/ municipal offices/branches in coordination with the Local Government Units
(LGUs). Project implementation shall be assisted by a Technical Assistance Team
financed/ provided by German Development Organizations (KfW, GTZ and DED).

The project delivery structures and the co-operation between different institutions are
depicted in the CBFMMP delivery chart in Figure 2-2.

Figure 2-2: CBFMMP Organizational Chart

National Steering Committee
Members from DENR Central Office, FMB and PAWB Directors, LBP, German Development Organizations, (NEDA, DoF, DBM, DILG as need arises)
Provides overall policy guidelines and directions

— National
DENR FASPO, CBFMMP Desk Officer, FMB Level
CBFM Division for overall program coordination LBP Program Mgt. Depll‘ Desk Officer for overall loan
. fund 1t, replenishment requests
and grant management, replenishment requests
Regional Project Committee
Chair: DENR RED/RTD R VI. Co-Chair: LBP Reglcn VI Head. Members: DENR RED/RTD Regicn VII, LBP LC Heads lloilo, Bacolod and Dumaguete,
PMU Heads lloilo and D Goyt Agencies like DTI 6 & 7, German CTA and national long-term advisers)
(Overall project supervision in Region VI and Vh‘ scrsenmg and approval of package of measures for project funding; endorse loan package to LBP for
approval; policy direction at local level) Provide link bet. dapgy, & oversight agencies
Regional /
| l L;vs@ .
DENR Region Vil and Region VII . "
Technical Assistance - €gion Vian N egion . Project Screening Sub- LBP Lending Center lloilo
Project Management Unit (PMU) lloilo ) 9 L
! . ) Committee Project Management Unit (PMU)
(Consultants, German Profect management in Region VI, grant N
Dev. Org.) -> disbursement Reviews and proposes project With Sub-EMUS.in Lending Centecs Bacolod and
Support in project plan- Project g Unit (PMU) Di k for ing .
ning, management, M&E Project management in Negros Oriental, grant Project managemenl &t regional Jevel, loan
: disbursement
disbursement
. | T
.
.
.
.
H Municipal Technical Working Groups (MTWG)
: CENRO staff, LBP acc. officers, munjc. LGU staff, MENRO
Sscssasssassasasasnssssnnas ...) Project preparation and implementation
.
. Municipal
H | Level
: Municipal LGNS
LA LA L L L L LA L ') Primary project {mplamentsrs. avail of loan and grant funds, responsible for loan
. NGOs repayment
. prrigstimplementation
. support and/ or capacity ‘
building ittt ittt ettt

. il Peoples’ O dividual h hold
:,............................>E fary project implementers, internal ar with municipal LGU Level



The DENR, through FASPS, act as the lead project executing agency to oversee the
overall implementation of the project and shall serve as the central project coordinating
office. It shall perform the following oversight functions: (1) review and submission of
pertinent documents as required by KfW and oversight agencies, (2) M&E of progress of
accomplishment and loan/grant conditionalities, (3) document lessons learned and (4)
provide secretariat support to NSC. The Project Accounts Management Division (PAMD)
of FASPO shall manage the Special Project Account, transfer funds to the two DENR
Project Management Units and its counterpart at the regional level.

The LBP Lending Center in lloilo will act as LBP PMU, supported by the Lending Centers
Bacolod and Dumaguete as Sub-PMUs. The tasks include (i) operational planning, (ii)
financial (LBP) capacity building, (iii) extending support to implementation partners in
developing and delivering the development plan in the municipalities and barangays, (iv)
the financial management of loan disbursements.

Project Management Units (PMU). DENR shall designate the existing Regional CBFM
Office in lloilo and the PENRO in Dumaguete as the two PMUs who shall be responsible
in ensuring the smooth implementation of the project. They shall be under the direct
supervision of the DENR Regional Executive Directors of Region VI and VII, who are
both authorized to sign the financing agreements with LGUs/accredited organizations.
The PMUs shall be supported by one Technical Assistance Team each in their
responsibilities.

By DENR Special Order a National Steering Committee (NSC) has been created, chaired
by the DENR Assistant resp. Undersecretary for FASPO (now FASPS) and co-chaired
by the First Vice President, Program Management Group, LBP. The NSC shall provide
overall policy guidance and directions to project implementation. The associated
secretariats POMS-FASPO (DENR) and PMD (LBP) will issue replenishment requests
to KfW.

The Regional Project Committee (RPC) shall be responsible for overall project planning
and supervision at regional level, coordination between Regions VI and VI, policy
guidance at local level, approval of package of measures for project funding, supervision
of implementation and arbitration of conflicts.

In each municipality participating in the project Technical Working Groups shall be
developed, with representatives from the municipal / city LGUs, DENR CENRO, involved
POs and assisting organizations. The M/CTWGs shall develop project proposals and
assist the project holders in implementing the individual projects approved by the RPC.

On the DENR field level, PENROs/ CENROs will be strengthened by the project to
support NRM-related project implementation.

Project Holders shall comprise participating LGUs, in cooperation with POs, community
groups and individual households as sub-project holders. Since only LGUs are eligible
to access loan funds from LBP, the primary project holders can only be municipalities.
The LGUs shall pass on grant funds for labor subsidies to POs or individual households
in full, however.

24.2 Financial Management

The total provided investment budget of EUR 4.685 million consists of EUR 2.270 million
for NRM measures (EUR 685,000 grant and EUR 1.585 million loan funds) and EUR



2.415 million for infrastructure and livelihood measures (loan funds). All loan funds for
infrastructure and livelihood shall be administered by LBP, all grant funds by DENR. The
portion of the loan funds for NRM shall be accessed by DENR and be passed on to
project holders as grant.

All grant funds shall be deposited into a special project account. Grant funds shall be
disbursed through DENR Central Office to the PMUs lloilo and Dumaguete. These
offices will release funds for NRM measures to partner LGUs. The payment to LGUs will
be in the form of a 15% mobilization fee as disposition fund/cash advance and
subsequent replenishments according to work progress, meeting monitoring criteria and
the liquidation of expenses. All payment for capacity building, which includes training and
procurement, shall be directly handled by the PMU through the Finance Division of the
DENR Regional Office. Additional grant funds for capacity building and the payment for
monitoring and auditing services shall be disbursed directly to assisting organizations.

Loan funds will be downloaded by the LBP Manila Office to the respective Lending
Centers in lloilo, Bacolod and Dumaguete. LBP will onlend the loans at standard terms
to eligible LGUs after approval of project packages.

The loan and grant investment funds shall be paid to the same implementer in
accordance with Iltem No. 11 of the MOU signed by DENR, LBP and KfW in November
2008. It follows that whoever among the target groups shall take the loan; it shall also be
the same group that shall receive the corresponding grant portion. If cases where the
LGUs are the borrowers, they can pass on part of the grant funds to POs, NGOs,
cooperatives or individual households for the development of NRM projects and to some
extent for the implementation of infrastructure and livelihood projects. Subsequently,
LGUs shall remain responsible to repay the loan (Item No. 20 of the MOU signed by
DENR, LBP and KfW in November 2008).

For both NRM and infrastructure / livelihood improvement, the LGUs and beneficiaries
shall provide equity in cash or kind as follows:

Investment Grant Loan Equity
Forest/mangrove rehabilitation, 80% 0% 20%
agroforestry (50%)

Rural infrastructure in support of NRM,

poverty reduction 0% 85% 15%

Income generating livelihood measures

(together 50%)

Average 40% 42.5% 17.5%
243 Interrelation with other Projects and Programs

The CBFMMP made use of valuable synergies with other German-assisted forestry
projects in the Philippines, especially the

 Community Based Forest Management Component of the GIZ Environment and
Rural Development Program (EnRD CBFM), supported by BMZ, active in Panay and
Negros from July 2008 to June 2014. The CBFM component applied the very same
approach to forest land use planning (FLUP) and NRM as the CBFMMP and assisted
during the preparation phase by providing vehicles, technical assistance, capacity
building and grant subsidies for 5,500 ha of forest rehabilitation in Panay and Negros.




The CBFM Component facilitated the preparation of all 11 FLUPs for CBFMMP
partner LGUs in Region VII.

9 Forest and Climate Protection (ForClim) Project Panay, supported by GIZ with funds
from BMUB, active in Panay from October 2010 to February 2018 (Phase | and Il).
Also the ForClim Project has applied the same approach and standards to FLUP and
NRM and helps to increase the #Acritical
provided grant subsidies to establish 1,680 ha reforestations, enrichment planting and
agroforestry in Panay during Phase |, and for additional 2,500 ha in Phase II. In
addition, the project assisted in preparing five FLUPs and strengthening 20 MENROs
in Panay.

mas s (

The CBFMMP (as well as the other German-assisted forestry projects) is contributing to
the targets of the National Greening Program (NGP). The NGP is also supporting POs
to obtain tenure rights and complements the CBFMMP in this aspect. Besides, the NGP
has been extended until 2028 and the areas rehabilitated under CBFMMP can hopefully
be integrated in the future NGP maintenance program.

2.5 Cost Estimates and Financing Plan

The project budget was jointly funded by the German and Philippine sides with the
Philippine counterpart funds coming from the Government (GOP funds) and the
participating municipalities and cities (LGUs). The project cost were calculated as
568.75 million PhP, with 46.475 million PhP coming from GOP (equal to 8.2 %), 67.275
million PhP from the LGUs (11.8 %) and 455 million PhP German contribution (7 million
EUR at an exchange rate of 1:65, equal to 80 % of total cost). The overall budget as
stipulated in the Financing Agreement is shown in Table 2-1.

Table 2-1: Financing Agreement Budget by Major Budget Line

2.6 Financial Management

Annex 7 to the Separate Agreement specifies the disbursement procedures to be applied

as follows:

T The | oan funds assigned to Alnfrastructure ar
Package s 0 admini stered by LBP for an amount of E
according to the Reimbursement Procedure.

T The grant funds assigned to ATechnical Assi st :

Mayor Budget Line Total Budget GOP LGU German Contribution
Contribution Contribution
PhP PhP PhP EUR Php Y

1. Investive Measures

Afforestation/rehab., agroforestry| 184.500.000 36.949.985 2.270.000 147.550.000

Rural infrastructure, livelihood 184.500.000 27.525.013 2.415.000 156.975.000
2. Vehicles 12.716.004 1.156.000 177.846 11.560.000
3. Equipment and materials 3.500.000 700.000 43.077 2.800.000
4. Project management/operation 56.050.000 16.170.000 2.800.000 570.462 37.080.000
5. Training and extension 71.250.000 10.500.000 934.615 60.750.000
6. Contingencies 56.233.996 17.949.002 589.000 38.285.000
Total 568.750.000 46.475.002 67.274.998 7.000.000 455.000.000
 pased on the calculatory exchange rate 1 EUR = 65 PhP

by DENR shall be disbursed according to the Direct Disbursement Procedure

(Consultant).
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T The grant funds assigned to fiVvVehicles and Pic
disbursed according to the Direct Disbursement Procedure.

T The grant and | oan funds assigned to iAff or
(Investment Packages) up to EUR 2,270,000 administered by DENR shall be
disbursed according to the Disposition Fund Procedure (Special Account).

9 All other grant funds assigned to goods and services as specified in the Separate
Agreement paragraph | and Annex 3 Cost and Financing Plan up to EUR 1,382,693
administered by DENR shall be disbursed according to the Disposition Fund
Procedure (Special Account).

2.6.1 Management of Loan Funds by LBP

Loan funds have been channeled from DoF to the LBP Manila Office, which downloaded
the funds to the Lending Centers in lloilo, Bacolod and Dumaguete. LBP has onlended
the loans at standard terms to eligible LGUs, after approval of project packages. The
implementation of the loan component of the project was based on the Subsidiary Loan
Agreement signed by LBP and the LGU, as witnessed by DENR. The interest rate
followed the prevailing market rate at the time of availment and was fixed for the duration
of the loan.

Loan release for civil works and construction followed the progress of work / work
accomplishment. The actual amount of loan for release was based on LBP Lending
Centerds Progress Mo ni t Oheiloarg mahagemegntpfollanieds a | Repo
standard LBP procedures.

2.6.2 Management of Loan and Grant Funds by DENR

The direct disbursement of grant funds followed standard GOP and KfW procedures. Here
only the disbursement and replenishment of the disposition fund shall be further explained.
For the purpose of the disposition fund two special accounts have been opened in the
name of DENR. One special account is for the processing of the loan part of EUR
1,585,000 and a second special account for the processing of the grant part of EUR
2,067,693 (i.e. EUR 685,000 for investment packages and EUR 1,382,693 for goods and
services).

Replenishments of the special accounts are applied for by FASPO at DENR, after
expenditures of at least 50% of the initial deposit actually spent can be evidenced. In any
case evidence of the use of funds is to be presented at least four months after the
preceding payment irrespective whether the aforementioned minimum sum of expen-
ditures has been reached.

According to Annex 7 to the Separate Agreement every four months after the preceding
payment documentary evidence of the use of funds should be presented by FASPO to
KfW so that these documents and the current account balance for the loan part and the
grant part are decisive for replenishment of funds.

The DENR has passed on both the grant and loan portion of the investment funds for
forest rehabilitation to the LGUs in form of a grant. The disbursements were based on a
subsidiary MOA defining the terms and conditions for the development of the target NRM
areas and the manner of payment. The financial contribution was disbursed according
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to work progress and upon reaching the milestones and meeting the monitoring criteria
for each specific reforestation model mentioned in the Annex to the MOA.

2.7 Monitoring and Evaluation
2.7.1 FASPO Monitoring System

The basis for monitoring and reporting of all foreign assisted and special projects within
DENR are the FASPO Tracking Forms (FTF) in the version of October 2009. These forms
compile all project progress information required by FASPO for the quarterly reports. The
following five FTF shall be completed by the PMUs every quarter:

i FTF 1: Integrated Project Progress Report (for loan and grant projects)
T FTF 2: Procurement Progress Monitoring (for goods / civil works)

T FTF 3: Procurement Progress Monitoring (for consulting services)

1 FTF 4: Contract Performance Monitoring

1 FTF 5: Legal Covenants Monitoring

The contract monitoring and consultant evaluation are also governed by the respective
FASPO guidelines from October 2010. Based on the monitoring results, a Project Status
Report or PSR shall be prepared on a quarterly basis, within 30 days after the end of each
quarter. In addition, FASPO has monitored the financial management and reviewed the
statements of expenditures (SOE) prepared by the two LGUs.

2.7.2 Monitoring of Project Results

The Regional Project Committee (RPC) has taken the lead in monitoring project
activities, outputs and impacts / use of outputs, in order to assure the achievement of
intended results. In the quarterly RPC meetings, the two DENR PMUs and the LBP
Lending Centers reported the recent and cumulative project accomplishments, as basis
for project evaluation and steering by the RPC. In addition, the TA team presented in its
semi-annual progress reports the accomplishment of result indicators mentioned in the
logical framework, for result-based project monitoring by FASPO and Kfw.

For socio-economic impact monitoring, two baseline studies have been carried out in
Region VI and VII in 2010. Control studies in 2015/2016 referring to the same
beneficiaries allow the assessment of project impacts on the target groups.

2.7.3 Monitoring of Reforestation Success

The two PMUs have assigned two teams of technical staff from DENR to conduct quality
checks of the established plantations and other forest rehabilitation measures. These
checks were the basis for the disbursement of grant subsidy payments to the LGUs and
included the following elements:

1 Verification of basic requirements for the release of the mobilization fund

Seedling check as basis for release of material subsidies

First survival check three months after planting, as basis for planting labor subsidy
Second survival check after one year, as basis for first maintenance subsidy

Third survival check after two years, as basis for second maintenance subsidy

= =4 4
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The DENR monitoring teams have been accompanied by one TA M&E adviser for
coaching and to ensure adherence to agreed procedures and standards.

2.8 Consulting Support

In line with the project design an international consulting firm was commissioned as

advisory and training consultant. The consultantd s t a s k ssuppod the Rraject

Implementing Agenciesi n t he projectds planning and i mpl en
achievement of the intended results. One technical assistance team has been assigned

to each of the two PMUs, to strengthen their organizational, management and technical

capacity and to support them in their responsibilities. Each TA team consisted of two

national long-term advisers, a pool of national and international short-term advisers, one

adviser from the DED (later GIZ), and was supervised by one international Chief

Technical Adviser for both PMUs.

As already mentioned in chapter 2.1, the consulting support to the CBFMMP was first
provided under German technical assistance (EnRD CBFM) from July 2008 to June
2010. Starting July 2010 the TA support has been included in the German financial
contribution, and the DENR has awarded a consulting contract to the firm DFS after
accepting its technical and financial proposal.

Initially 104 person-months of consultancies were agreed for a project duration of five
years (July 2010 until June 2015) including 15 PM of international and 89 PM of national
consultancies (see Table 2-2). The original term of the national long-term advisers and
of the local support staff was only until December 2013, however. In the Contract
Addendum No. 1 from 13 August 2014 the TA to the PMU Region VI was extended until
December 2015. For details pls. refer to chapter 3.8.

In addition to deploying experts on site, the consultant was commissioned to organize
an international study tour to Germany on project relevant topics for a maximum of 10
participants and 10 days. Participants consisted of project management staff from DENR
and LBP.

Table 2-2: Initial Consultancy Services

2010 T 2011 2013 2014 2015 Months

Position I v | Il 1 I

<

Secretary lloilo 42,00
42,00
42,00

42,00

Secretary Dumaguete

Driver lloilo

Driver Dumaguete

T T
1 1 1
1 1 1
+ i i
International Advisers : : 1 1 : 15,00
et Adiser | || || W i]] W] s
} i } } i
National Long-Term Experts 1 1 1 1 1 84,00
1
Project Coordinator lloilo 1 42,00
Project Coordinator Dumaguete : 42,00
- T T T T T
National Short-Term Experts 1 1 1 1 1 5,00
1 1 1 1 1
As required, e.g. GIS, Socio- . ] . 1 . 1 . . 1 1 5,00
economy, M&E, impact analysis 1 1 1 1 1
1 1 1 1 1
1 | 1 1 |
Local Support Staff | | | | | 168,00
1
1
1
1
1
1
1
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3 ADJUSTMENTS MADE DURING IMPLEMENTATION

The project has been implemented over a period of eight years. During that period
lessons were learned from field implementation, policies have been reviewed, feed-back
and recommendations have been received from RPC, NSC and KfW missions. The
overall project concept has remained unchanged, as well as the results and measures
stipulated in chapter 1.8 of the Separate Agreement. Only technical adjustments have
been made to better accomplish the project objective and outputs. The planning targets
of the Memorandum of Understanding from September 2008 and the Separate
Agreement from January 2010 have served as planning reference.

3.1 Adjustment of the Number of Partner LGUs

In the Separate Agreement the number of 20 municipalities had been targeted for
inclusion in the project. After submission of 22 capsule proposals of interested LGUs in
2008 the overall budget request reached already 460 million PhP or 50 % more than the
available loan and grant budget. In addition, during the KfW progress review in
November 2008 a strict set of criteria has been elaborated for the selection of eligible
LGUs. As a consequence of limited budget and strict criteria only 15 LGU proposals were
selected by the Screening Committee for project support. So the RPC and NSC decided
in 2009 that it is not possible to include 20 LGUs and allocated the available loan and
grant funds t dinahcthg dropddals have meénsaccepted.

3.2 Adjustment to Unfavorable EUR-PHP Exchange Rate

The total target area under the NRM component of the project was approximately 9,000
ha of forest, agroforest and mangroves. Based on the experience that not all planned
reforestation areas will pass the monitoring checks and can be paid, the project accepted
project proposals from the 15 participating LGUs amounting to 9,650 ha, to ensure
meeting the target of 9,000 ha. At the calculated exchange rate EUR to PhP of 1:65 in
the SA the German contribution of 2.27 million EUR seemed sufficient to cover the Peso
cost. When the exchange rate dropped in 2010 to 1:60 and below (see Figure 3-1), the
consultant informed DENR and KfW on the expected financing gap of close to 400,000
Euro. KfW has thus increased the amount of grant subsidies by 481,202 EUR from to
1,166,202 EUR, using contingencies and savings from other budget positions.

Figure 3-1: Fluctuation of the Euro-Peso Exchange Rate

ZEITRAUM: Benutzerdefiniert w 28 Sep2006 ®= > 18Jun2016 = INTERBANKENRATE: +/- 0% -

PREIS: Geld - WERTE: Wechselkurse - HAUFIGKEIT: Monatlich -

Diagramm Tabelle

EUR/PHP
52,8150
75,0000

70.0000
65,0000
60,0000

55,0000

45,0000
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3.3 Adjustment of NRM Plan to Typhoon Yolanda

In November 2013 typhoon Yolanda struck the Philippines including northern Panay.
Especially the two municipalities Altavas and Carles were hit hard. In Altavas most of the
established mangrove plantations did not survive the storm surge. As a consequence
the reforestation plan had to be adjusted, reducing the target for mangroves and adding
some areas of ANR/enrichment planting. In Carles the area targets for ANR/enrichment
planting and for agroforestry had to reduced. Table 3-1 shows the details. The overall
project NRM target was reduced by 298 ha to 9,352 ha, and the required budget by 4.64
million PhP.

Table 3-1: Adjusted Natural Resources Management Plan

Municipality Category Operations Plan 2010 | Adjusted 2014 (ha) Change
(ha)
ha PhP ha PhP ha PhP
Altavas ANR/Enrichment 0 0 45 540.000 45 540.000
Mangroves 218 3.139.200 73 1.051.200 -145 -2.088.000
Agroforestry 219 3.854.400 210 3.696.000 -9 -158.400
Sub-total 437 6.993.600 328 5.287.200 -109 -1.706.400
Carles Reforestation 130 2.600.000 130 2.600.000 0 0
ANR/Enrichment 100 1.200.000 30 360.000 -70 -840.000
Rattan 210 2.520.000 210 2.520.000 0 0
Mangroves 20 288.000 20 288.000 0 0
Agroforestry 420 7.392.000 301 5.297.600 -119 -2.094.400
Sub-total 880 14.000.000 691 11.065.600 -189 -2.934.400
Total change 1.317 |20.993.600] 1.019 [16.352.800 -298 -4.640.800
34 Adjustment of External M&E

The original project budget includes an amount for external M&E under budget line 4.4.
The MoM during the KfW project review mission in February 2014 stressed the need for
an external monitoring and suggested to DENR to either contract directly an international
monitoring consultant or through a contract addendum with DFS. The DENR decided in
2015 to extend the services of a national M&E consultant for 12 months under DFS
contract, since it was better that a national consultant accompanies and coaches the
DENR teams for 12 months than an international expert for one month (at the same
cost). KfW sent its non-objection to this approach on 28 October 2015. The national M&E
adviser took turns to accompany all 15 DENR M&E staff during field work, ensured
adherence to agreed procedures and standards, and submitted monthly reports to the
PMU with findings, issues and suggestions.

35 Changed Policies on Co-management and Tenure

Chapter 1.7 of the Separate Agreement statest hat AL GUs shall be
point for investments through co-management agreements to ensure that the project
measures are embedded and integrated into the medium-t er m pl an f or

Both in the feasibility study and the appraisal mission high expectations were raised by
the co-management approach as stipulated in the DENR-DILG Joint Memorandum
Circular 2003-0 1 . Section 6 says: ABased on the
protect, develop and manage certain forests and forestlands that by law have been
reposed on DENR or other agencies, concerned LGUs may enter into co-management
agreements over said areasa Also Section 4 of the DENR Administrative Order (DAO)

t

t he

pri

he c¢comn

LGU

FL
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2010-07 on the Phased Devolution of Environment and Natural Resources (ENR)
Functions pr ovi deisphasé shall indluddtee agoptiarsof apglicable
strategies and approaches on DENR-LGU partnership suchasco-management 0.

The project considered FLUP and co-management as vital elements of a joint resource
management by DENR and LGUs. Region VIl had already very positive experiences with
FLUP and co-management. The Co-management Agreement (CMA) and the resulting
sub-agreements with farmers provided a sense of ownership and encouraged both LGU
and farmers to protect and manage the resources. So the project assisted also the LGUs
in Region VI to prepare FLUPs and conclude Co-Management Agreements with DENR
(total of 11 FLUPs and 10 CMAs).

In 2011 the DENR discontinued to enter into CMAs and did not consider them as tenure

(as many LGUs and farmers have expected before). As a consequence, in 2012 the
projectshiffedt o support peopl e disapplyingfariConmarttyBaseds ( POs)
Forest Management Agreements (CBFMA) as tenure. This approach is much slower,

however, and it took until May 2016 that the first CBFMA application was approved.

3.6 Monitoring and Payment Schedule

The Regional Project Committee (RPC) during the 8th meeting in October 2011 has
resolved for the adoption of the Progress Billing scheme for the accomplishment done
by LGUs. The resolution was approved by the National Steering Committee. The RPC
further resolved that recoupment of the mobilization fund shall be made by deducting
15% in every progress billing, and that other 10% shall be retained as retention fee and
will be released upon reaching the agreed survival rate of different measures specified
in the CBFMMP Manual of Operation.

The RPC also proposed to carry out an additional M&E check and labor subsidy payment
12 months after planting. The KfW mission in February 2014 agreed that such an
additional interim payment would help to maintain the motivation of beneficiaries to
continued tending and protection. The PMU lloilo has hired additional nine monitoring
staff, and completed all monitoring tasks before December 2015.

3.7 Additional Measures 2015

Large barren areas in the project sites have been reforested with Acacia mangium as
pioneer species. The KfW mission in February 2014 agreed that planting of Acacia
mangium is a very cost efficient and effective way to establish plantations on areas
covered by dense cogon grass and accepts them as a nurse crop for mixed, less hardy
and competitive species. In order to meet the project standard of mixed plantations, it
has been agreed that all Acacia mangium monocultures shall be underplanted with
preferably indigenous species before project termination.

Following this advice, the PMU Dumaguete has facilitated two underplanting
demonstrations of 50 ha each in Bayawan and Sta. Catalina (Negros Oriental) in 2015.
The underplanting demonstration was subsidized with grant funds of 21,500 PhP/ha
(16,000 PhP for potted dipterocarp wildlings and 5,500 PhP/ha labor subsidy for
planting). The total measure costed 2.15 million PhP. With funds from the National
Greening Program, the DENR PENRO established another 400 ha of underplanting of
acacia stands with indigenous species in Negros Oriental i a successful example of
upscaling.
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Figure 3-2: Design for Underplanting of Acacia Monocultures

3.8 Adjustment of Consultancies

The original consulting contract provided TA support mainly until December 2013 (see
Table 3- 2). Since many project activities had not yet been finished, the PMU Region VI
requested the continuation of consulting services until the project end in December 2015.
The adjustment was formalized in Contract Addendum No. 1 and covered the extension
of the national project coordinator in Region VI and the support staff by two years, the
extension of support staff in Region VII by six months, additional 12 month for a national
M&E adviser (extended by another six months from consulting contingencies) and three
months each for the CTA and national short-term consultants. For details pls. refer to
Table 3-2. The addendum increased the consulting cost from 814,320 EUR by 247,596
EUR (or 30.4%) to 1,061,916 EUR. These cost include the international study tour for
45,100 EUR. All consultancy services have been provided as scheduled.

Table 3-2: Adjustments Made to the Consulting Services

PM in PMin Total PM
original | adden- in con-
Position contract dum tract 2010 2011 2012 2013 2014 2015
International Advisers 15,00 3,00 18,00
Chief Adviser 1500 | 3,00 18,00 T [ICTTMCTTITICT A A R
National Long-Term Experts | 84,00 42,00 126,00

Senior Adviser loilo 42,00 24,00 66,00

Senior Adviser Dumaguete 42,00 42,00

M&E Adviser lloilo ¥ 18,00 12,00

National Short-Term Experts 5,00 3,00 8,00

As required, upon approval 5,00 3,00 8,00 H H H H H Eﬁ EE
Local Support Staff 168,00 60,00 228,00

Admin. Officer lloilo 42,00 24,00 66,00

Admin. Officer Dumaguete 42,00 6,00 48,00
Driver lloilo 42,00 24,00 66,00

Driver Dumaguete 42,00 6,00 48,00

1) for the national M&E adviser 12 PM have been provided under Contract Addendum No. 1, plus additional 6 PM from consulting contract contingencies

_ in original contract

in Addendum No. 1





















































































































