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1.  Introduction(   
Background

I

n 1999, the Department of Health (DOH) developed the Health Sector Reform Agenda (HSRA) which defined key reforms and strategies required to address inequity and inefficiency and achieve the country’s health goals as stated in the National Objectives for Health (NOH) in particular, and the Millennium Development Goals (MDGs) in general. HSRA focuses on expanding the effective coverage of the public health programs, increasing access and utilization, especially by the poor, to hospital services from both public and private health care providers, and reducing the financial burden on individual families in need of health care. 
In 2005, FOURmula ONE for Health was formulated by the DOH as the implementing framework for health sector reforms. The main strategy in FOURmula ONE for Health is for DOH to assist FOUR-in-ONE Convergence Sites (F1 Convergence Sites) by providing targeted support and intentioned assistance to selected provinces in the undertaking of integrated implementation of the reform components.

The first phase shall cover 16 convergence sites:

· Ifugao (CAR)

· Mt. Province (CAR)

· Ilocos Norte (Region I)

· Pangasinan (Region I)

· Nueva Vizcaya (Region II)

· Oriental Mindoro (Region IV)

· Romblon (Region IV)

· Capiz (Region VI)

· Oriental Negros (Region VII)

· Biliran (Region VIII)

· Eastern Samar (Region VIII)

· Southern Leyte (Region VIII)

· Misamis Occidental (Region X)

· North Cotabato (Region XI)

· South Cotabato (Region XII)

· Agusan del Sur (CARAGA)

The 16 sites were selected using the following criteria
 :

· Willingness of the Local Government Unit (LGU) to participate in the FOURmula ONE for Health implementation, in terms of:

Willingness to provide the requisite resources, and

Willingness to enter into formal national government to local government, inter-local government

and government to private sector networking, partnership and resource sharing arrangements;

· Presence of local initiatives or start-up activities relevant to FOURmula ONE strategies, to include, but not limited to:

development of inter-local health zones, enrollment of indigents into the social health insurance system, improvement in drug management systems, among others;

· Relatively high feasibility of success and sustainability, to include factors such as capacity to enter into loans, capacity to absorb investments and sustain the reform process, etc; and

· Availability of funds from GOP and external sources for capital investment requirements.

Each of the 16 provinces developed a Province-Wide Investment Plan for Health (PIPH) 2006-2010 with the assistance of the DOH and using FOURmula ONE for Health framework. The PIPHs serve as the provinces’ medium term health plans. Reforms are to be implemented under a sector-wide approach, which encompasses a management perspective that covers the Province’s entire health sector and an investment portfolio that encompasses all sources of funds.

A Memorandum of Agreement (MOA) between the DOH and each of the 16 provinces has been signed to formalize the collaboration in the implementation of the PIPH and to define the general roles and responsibilities of each of the two parties (see Sample MOA in Annex A), including financing support from DOH.

An annual Service Level Agreement is also signed between the DOH and each of the provinces to define the outputs and performance milestones to be reached, the amount of funds to be provided through a grant from the European Commission and the DOH’s counterpart contribution, and the conditions and requirements pertaining to the release of said funds.

Purpose of the F1 Program Operations Manual for Convergence Provinces

This F1 Program Operations Manual (POM) for Convergence Provinces provides guidelines for the operationalization of the PIPH 2006-2010 of the first 16 FOUR-in-ONE Convergence Provinces, in particular the implementing guidelines for the MOA and the Service Level Agreement. The first edition may be updated by the DOH from time to time according to developments and issues that may arise during the PIPH period.

The Manual also describes the sector-wide approach to health and two donor-supported programs that are fully operated through this approach: the Health Sector Policy Support Programme (HSPSP), and the National Sector Support for Health Reform (NSSHR). Since the first 16 sites will be supported with funding from these two programs, this Manual contains the provisions and conditions of the following Agreements that pertain to the implementation of health reforms at the local level:

· Financing Agreement of the Republic of the Philippines with European Commission for the HSPSP (May 2006) , and
· Loan Agreement between the Republic of the Philippines and the World Bank/Internal Bank for Reconstruction and Development for NSSHR (October 2006).

The F1 POM for Convergence Provinces is therefore for the use of the Local Implementation Coordination Team, whose roles and functions will be defined in this Manual, and also the DOH, and all other stakeholders in the implementation of the PIPHs in the 16 F1 Convergence provinces.

The Manual is also for the use of the roll-out FOURmula ONE for Health convergence sites. 

Organization of the Manual

Following this Introduction, the Manual describes health sector reform and FOURmula ONE for Health as its implementing framework. This is the overall framework guiding the design of the PIPH and will be used as the PIPH is refined from year to year. The section also describes the sector-wide approach, also known as the Sector Development Approach for Health (SDAH), and the financing of F1 for Health at the local level.

The following chapter describes the management arrangements of FOURmula ONE for Health at the central and local levels.

The next chapter describes the implementation arrangements. It presents first a section on the Service Level Agreement and then describes the implementation arrangements in the areas of planning, financing, training, procurement, refurbishment of health care facilities, and monitoring and evaluation. 

  2. Program Description(   
PIPH and FOURmula ONE for Health 

T

he Province-Wide Investment Plans for Health (PIPH) of the 16 F1 Convergence Sites were developed using the DOH’s FOURmula ONE for Health Framework. F1 for Health uses four pillars to improve the performance of this highly decentralized system: financing, regulations, service delivery, and good governance. 

DOH Administrative Order 2005-0023 (Implementing Guidelines for FOURmula ONE for Health as Framework for Health Reforms) discusses the components of F1 and provides an operational framework for F1. The following are F1 for Health’s over-all goal and objectives 
 : 

Over-all Goals of F1 for Health

The implementation of FOURmula ONE for Health shall be directed towards achieving the following end goals, in consonance with the health system goals identified by the World Health Organization (WHO), the Millennium Development Goals (MDG), and the Medium-Term Philippine Development Plan:

· Better health outcomes;
· More responsive health system; and
· More equitable healthcare financing.
General Objective of F1

To undertake critical reforms with speed, precision and effective coordination directed on improving the efficiency, effectiveness and equity of the Philippine health system in a manner that is felt and appreciated by Filipinos, especially the poor.

Specific Objectives of F1

Fourmula One for Health shall strive, within the medium-term, to:

· Secure more, better and sustained financing for health;

· Assure the quality and affordability of health goods and services;

· Ensure access to and availability of essential and basic health packages; and

· Improve performance of the health system.

AO 2005-0023 also stipulates the following general guidelines which were used in the formulation of the PIPHs:

· FOURmula ONE for Health shall organize the critical reform initiatives into four implementation components: 
Financing, Regulation, Service Delivery and Governance.
· The implementation of FOURmula ONE for Health shall focus on a few manageable and critical interventions. 
Such interventions shall be identified using the following criteria: 

1. Doable given available resources – Critical interventions identified for each component must be deemed doable given the available time, human and financial resources 
2. Sufficient groundwork and buy-in – Chosen interventions must be backed by sufficient groundwork and buy-in from implementation partners, especially in the development of reform packages for local implementation. 
3. Triggers a reform chain reaction – Critical interventions must be able to trigger a chain of reaction that will spur the implementation of other FOURmula ONE for Health Interventions, within and across the four components. 
4. Produces tangible results and generates public support – Critical interventions must be able to show tangible results within the immediate and medium-terms, which in turn generate support and cooperation from the public.
· The reforms shall be implemented under a sector-wide approach, which encompasses a management perspective that covers the entire health sector and an investment portfolio that encompasses all sources of funds.
· The National Health Insurance Program (NHIP) shall serve as the main lever to effect desired changes and outcomes in each of the four implementation components, where the main functions of the NHIP including enrollment, accreditation, benefit delivery, provider payment and investment are employed to leverage the attainment of the targets for each of the reform components.
Priority Programs/Projects/Activities (P/P/As)

The DOH identified the following as specific flagship programs, projects, and activities (P/P/As) that shall be the priorities in implementing F1 for Health: 

Table 2.1. FOURmula ONE for Health Priority Programs/Projects/Activities (P/P/As) for the National Investment Plan (NIP) and Province-wide Investment Plans for Health (PIPHs), 2006-2010.
	NIP
	PIPHs

	I. SERVICE DELIVERY

	A. Public Health Program Development
	A. Public Health Program Development

	1. Disease-free zone initiatives for the following: Malaria, Filariasis, Schistosomiasis, Rabies, and Leprosy
	1. Disease-free zone initiatives for the following: Malaria, Filariasis, Schistosomiasis, Rabies, and Leprosy

	2. Intensified disease prevention and control of the following diseases: Vaccine preventable diseases, Tuberculosis, HIV/AIDS, Emerging/Re-emerging infections
	2. Intensified disease prevention and control of the following diseases: Vaccine preventable diseases, Tuberculosis, HIV/AIDS, Emerging/Re-emerging infections

	3. Maternal and child health - Policy formulation, advocacy, and monitoring for the following
	3. Maternal and child health

	Safe Motherhood: All pregnancies classified as high risk and delivered in facilities
Family Planning, Adolescent Health, and other reproductive health initiatives
Breastfeeding Program
Maternal/Child Nutrition programs to include Micronutrient Supplementation and Food Fortification
Integrated Management of Childhood Illnesses (IMCI)
Maternal Death Review


	Safe Motherhood: All pregnancies classified as high risk and delivered in facilities

· Mapping of Basic Emergency Obstetric Care (BEmOC) and Comprehensive Emergency Obstetric Care (CEmOC) facilities

· Facility needs assessment and upgrading of BEmOCs and CEmOCs

· Organization of Women’s Health Teams

Contraceptive Self-Reliance (CSR) and other reproductive health programs deemed needed at the local level

Breastfeeding Program

Maternal/Child Nutrition programs to include Micronutrient Supplementation and Food Fortification

Integrated Management of Childhood Illnesses (IMCI)

	4. Healthy lifestyle and risk management
	4. Healthy lifestyle and risk management

	B. Health Facilities Development - policy formulation, advocacy, and monitoring for the following covering national-local, public-private, curative-preventive facilities:
	B. Health Facilities Development - covering national-local, public-private, curative-preventive facilities:


	1. Rationalization of health facilities (including facility mapping and needs assessment for safe motherhood)
	1. Rationalization of local health facilities (including facility mapping and needs assessment for safe motherhood)

	2. Upgrading of national health facilities
	2. Upgrading of local health facilities

	3. Rationalization of services in the facilities, including provision and capacity-building of human resources
	3. Rationalization of services in the facilities, including provision and capacity-building of human resources

	 4. Integration of wellness service in hospitals
	4. Integration of wellness services in hospitals

	5. Hospital Development Plan
	


	C. Strengthening of Surveillance and Epidemic Management System - policy formulation, advocacy, and monitoring, including for the following:
	C. Strengthening of Surveillance and Epidemic Management System - policy formulation, advocacy, and monitoring, including for the following:

	1. Creation of epidemic and surveillance units at all government levels (PESU, MESU, CESU)
	1. Creation of epidemic and surveillance units at all government levels (PESU, ILHZ, CESU)

	2. Linkage with private sector
	2. Linkage with private sector

	
	3. Creation of Epidemic Management Committee (EMC) at the regional and provincial levels

	D. Strengthening of Disaster Preparedness and Response System
E. Health Promotion
	D. Strengthening of Disaster Preparedness and Response System

E. Health Promotion

	1. Review of health promotion interventions and technology upgrade
	1. Behavior Change Communication(BCC)

	2. Strengthening of health promotion in service packages
	2. Localization of IEC messages

	3. Creation of Health Promotion Foundation
	

	II. HEALTH REGULATION

	A. Upgrading, Harmonization, and Streamlining of Regulatory Systems and Processes
	A. Implementation and Adoption of Health and Health-related Laws including M ilk Code and Asin Law

	B. Improvement of the Availability of and Access of the Poor to Low-Cost Quality Medicines
	B. Implementation of Decentralized Regulatory Functions

	C. Seal of Approval System 


	C. Compliance to Accreditation and Licensing Standards for Facilities and Services

	D. Harmonization with ASEAN Standards 

E. Institutionalization of Cost Recovery and Revenue Enhancement Mechanisms for Health Regulatory Agencies
	D. Improvement of the Availability and Access of the Poor to Low-Cost Quality Drugs and Commodities, including expansion of distribution networks (e.g. BnBs)

	III. HEALTH FINANCING

	A. Expansion of the National Health Insurance Program (NHIP)
	A. Expansion of the National Health Insurance Program (NHIP)

	1. Advocacy for increase in membership
2. Securing of national government premium counterpart
3. Expansion of benefits
	1. Universal Coverage (i.e. enrollment of the poor and the informal sector)
2. Adoption of the CBMS or other PhilHealth-approved tool to identify indigent families
3. Securing of local government premium counterpart
4. PhilHealth-accreditation of facilities

5. Rational use of PhilHealth reimbursement


	B. Budget Reforms in DOH and Attached Agencies
	

	1. Development of the health sector expenditure framework (HSEF)
2. Establishment of a system for budget allocation, utilization, and performance monitoring
	

	
	B. Enhancement of Mobilization of Resources for Health

	
	C. Establishment of Local Health Accounts

	IV. HEALTH GOVERNANCE

	A. Sectoral Management
	A. LGU Sectoral Management

	1. Development of local health systems
	1. Operationalization of local health systems (e.g. inter-local health zones, inter-LGU cooperation, public-private partnerships

	2. National Human Resource for Health Program
	2. Strengthening of sub-national health human resource

	3. Sectoral Development Approach for Health
	3. Sectoral Development Approach for Local Health Reforms

	4. Monitoring and evaluation of health reforms
	4. Implementation of the LGU Scorecard system

	5. Philippine Health Information System
	5. Development and utilization of Local Health Information System

	B. Internal Management
	B. Internal Management

	1. Public Finance Management
	1. Public Finance Management

	2. Procurement Management
	2. Procurement Management

	3. Logistics Management
	3. Logistics Management

	4. Internal Audit
	4. Internal Audit


Source: Health Policy Development Bureau (HPDPB), DOH

The National Health Insurance Program as an Instrument for Local Reforms
Health financing is the designated driver of F1 reforms and social health insurance is a key component of such pillar. 
PhilHealth envisions LGUs as the real driver of health reforms given the devolved setup of the sector. Within this context, PhilHealth would like to seize the opportunity to demonstrate the role of and impact to LGUs if all the elements of social health insurance are present in a particular locality. 
Moreover, the National Health Insurance Program (NHIP) as an instrument of F1 reforms can be viewed from three (3) perspectives: influencing LGUs, influencing providers and influencing people. The first perspective refers to those elements that directly affect the core operations of the National Health Insurance Program (NHIP), the second perspective refers to those elements that do not directly relate to PhilHealth’s critical functions but would have a significant impact to the attainment of the goals of the program while the third perspective are those elements which should be initiated by PhilHealth to achieve the desired outcomes.
Influencing LGUs
· Adoption of the CBIS-MBN or other similar tool/s as the Means Test – PhilHealth is in the process of adopting the Community-Based Information System – Minimum Basic Needs (CBIS-MBN) as the main tool to be used in identifying the poor. PhilHealth, however, is cognizant of the fact that some LGUs have used other means tools. As long as there is total enumeration and allow for ranking of the poor, PhilHealth is open to accepting such means test tool.
· Graduated increases in the percentage of covered poor families – Based on the official poverty estimates, PhilHealth would like the LGUs to adopt calibrated increases in their coverage of their poor constituents. 
· Improvement of the capacities of Rural Health Units (RHUs) for Accreditation – PhilHealth provides capitation to enrolled families in the Sponsored Program in LGUs with accredited RHUs. One limiting factor in the expansion of this scheme is the non-accreditation of RHUs. PhilHealth endeavors the support of the LGUs in increasing the capacities of their RHUs for accreditation. PhilHealth has recently released guidelines that allow the accreditation of RHUs not only as providers of out-patient care but also for Tuberculosis (TB) and Normal Spontaneous Delivery (NSD). Clearly, this serves as additional opportunity for RHUs.
· Passage of measures that would support the enrollment and payment of premiums for the other member types – In addition to enrollment in the Sponsored Program. PhilHealth would need the support of the LGUs for other member types, particularly: 
· Regular and accurate remittance of premium of the LGUs for their employees.
· Regulation that would encourage enrollment in the informal sector and the private sector. This would include but not limited to requiring PhilHealth in the issuance of LGUs permits and licenses.
· If there are qualified organized groups (OGs) in the area, support for enlistment in the KASAPI would facilitate coverage of the informal sector.


Influencing Providers
· Strengthening of primary and public health delivery system – Support the health services covered and reimbursed by PhilHealth, the primary and public health delivery system should be strengthened.
· Improvement of devolved health facilities – LGU investments in the enrollment in the Sponsored Program would be maximized with enhancements in the capacities of devolved health facilities. Lack of facilities and drugs / medicines are common issues raised with regard to the Sponsored Program.
· Development of local health accounts – The National Health Accounts (NHA) which shows the sources and uses of health funds is an important tool in the health financing decision making process. Putting together such data at the local level would empower chief executives in making health financing decisions.
Influencing People
· Responsive benefits – PhilHealth shall continue to review its benefit package with the end in view of ensuring the benefits are in line with desired outcome of the National Objectives for Health (NOH) and in line with the Millennium Development Goals (MDGs).
· Communication and advocacy – PhilHealth shall also pursue with more intense fervor its advocacy, marketing, and communication efforts at the local level. 
Sector Development Approach to Health 

FOURmula ONE for Health is implemented using a sector-wide approach (SWAP), a way of organizing the planning and management of international and national support for a sector. The basic principle is that all significant funding should support a common sector policy and expenditure program under Government leadership. This entails common approaches and progressively relying on government procedures to disburse and account for all funds. The donors give up the right to select projects, but in return, they get a chance to contribute to the development of the sector strategy and to the allocation of resources. 
The SWAP approach to the Philippine health sector is called the Sector Development Approach to Health (SDAH). At least two donor-supported programs are fully operated through the SDAH:

Health Sector Policy Support Programme (HSPSP)
The HSPSP is a European Commission support to FOURmula ONE for Health. It provides technical assistance and financial grants through budget support to ten (10) convergence provinces and to the Department of Budget and Management for reforms in public finance management, and through a World-Bank administered Trust Fund to the remaining six convergence provinces and the DOH.

National Sector Support for Health Reform (NSSHR)
The NSSHR is a World Bank funded budget support to FOURmula ONE for Health National Investment Plan for Health. In particular, it assists priority public health initiatives and aims to increase utilization of health services by the poor and financial protection of indigent households from the costs of health care. Part of the NSSHR is financing for the Health Systems Development Fund which provides support to the 16 convergence sites as counterpart fund contribution of the DOH to the EC grant for these sites.

Financing the PIPH 

The health sector program of a province may be financed by various sources (Figure 2.1). 
Figure 2.1: Financing the PIPH

These sources may be classified as either internally-generated or externally-generated. PhilHealth may be regarded as a third category: 
1. Internally Generated
Internally generated funds for health may come from local taxes, user fees, economic enterprise, and other revenue sources.
Local Taxes 
Some of local tax receipts may be earmarked for health. 
User Fees and Other Charge
User fees for health services in government facilities, particularly government hospitals, are oftentimes reverted to the province’s general funds. Some provinces, however, implement an income retention scheme to ensure that the income is used for hospitals. 
Whether retained or not, it will be helpful to track the share of user fees in the total revenues of the facilities. This will be useful in planning and budgeting by estimating the operating expenses that can be covered by user fees.
Economic Enterprise and Other Revenue Sources
The LGUs, whether provincial (PLGUs) or municipal (MLGUs), may also put up some economic enterprise such as drugstores or canteens, usually within the health face facility premises, and income is earmarked for the facility or for health care needs.
2. Externally Sourced 

Externally-sourced funding for the local health sector includes the national government, grants, and loans.
National Government
Internal Revenue Allotment (IRA) 
A portion of the respective IRA of the provincial LGU (PLGU) and the municipal LGUs (MLGUs) are usually budgeted for health.
DOH Regular Budget 
The Department of Health has been rendering support for non-devolved activities of LGUs, including but not limited to public health activities. These usually come in the form of technical support such as training and technical assistance through the DOH central office and the Centers for Health and Development, and in the form of medicines and supplies. DOH has also developed a performance-based resource allocation for public health outlined in ADminsitrative Order No. 2006 0022. 
DOH Counterpart to the EC Grant 
For the 16 convergence sites receiving grant from the EC, the DOH will be providing a counterpartcash contribution. 
National Government Subsidy to PhilHealth Premiums of Indigents
The law provides that premiums of PhilHealth indigent enrollees is shared by the national government and the local government. The sharing scheme depends on the income classification of the MLGU and the number of years the MLGU has been participating in the PhilHealth Sponsored Program.
Foreign Grants
Many multilateral and bilateral donors such as the Belgian Technical Cooperation (BTC), European Commission (EC), German Technical Cooperation (GTZ), Japan International Cooperation Agency (JICA), US Agency for International Aid (USAID), and the World Health Organization (WHO) provide grants to local governments to finance their health programs. Grants come in the forms of cash, in-kind items such as equipment and supplies, or technical support.
In the case of the 16 convergence provinces, the EC is providing cash grant as budget support, i.e., to finance the provinces’ health investment plans that are based on the provinces’ needs and designed according to the FOURmula ONE for Health framework. (As will be discussed in a later chapter, these are channeled either as direct budget support or though a World-Bank administered Trust Fund.) This is in keeping with the sector-wide approach and the devolution of health services to the local governments. 
EC will likewise provide in-kind technical assistance. 
Loans
The PLGU or the MLGUs may also source out loans to finance their health sector program. Possible
sources of loans are:
· Commercial lending institutions;
· Government financing institutions such as the Land Bank of the Philippines (LBP) and the Development Bank of the Philippines (DBP); and
· Municipal Development Fund Office (MDFO) – This is an office under the Department of Finance that acts as conduit to foreign loans and assistance designed to finance local government development. For instance, specifically for the implementation of the PIPHs of the convergence sites, the Asian Development Bank and the KfW are providing loans to the LGUs through the MDFO. Annex B provides operational details in obtaining such loan from the MDFO.
Private Sector, Civil Society Organizations
The private sector and civil society organizations can also be an important source of resources for the health sector of local governments.
3. PhilHealth Claims

Fee-for-Service Claims or Reimbursements – These are the benefit payouts for in-patient and selected outpatient benefits. A specific amount or a maximum amount is set for each type of service and for different categories of hospitals.
Most LGUs revert income from PhilHealth claims to the LGU’s general fund, and this makes it difficult to track PhilHealth claims as a source of funding for health, and to track what particular items are financed by it. It is recommended that LGUs allow government hospitals to retain PhilHealth income. Even without such PhilHealth income retention scheme, however, LGUs should endeavor to track the income from PhilHealth claims and its share in hospital revenues. 
Technically, PhilHealth claims in LGU hospitals are revenue source of the LGU and therefore can be classified under #1 above. In planning and budgeting, however, it is useful to estimate the expected expenditures and operating expenses that are covered through PhilHealth claims. For example, PhilHealth reimbursement can be identified as a source of funds for supplies for normal spontaneous deliveries by PhilHealth-covered patients. 
Capitation payments – PhilHealth capitation is the payment to the MLGU of a fixed P300 per year per indigent family enrolled in the PhilHealth Sponsored Program. PhilHealth regulations require the capitation payment to be placed in a Trust Fund that is earmarked for provision of specific services including supplies in the MLGU-owned rural health units (RHUs). Unlike fee-for-service claims, therefore, it is easier to track what health investment items or operating costs are financed through PhilHealth capitation. 
  3. Functional Management Arrangements   
Background

T

he Local Implementation and Coordination Teams (LICT) headed by the Provincial Governor shall be responsible for the overall implementation of the PIPH and its consonance with the F1 strategy in their respective local government units. 
The functional management arrangements for FOURmula One for Health implementation at the national and regional levels have been set in place by the DOH through DOH Department Personnel Order 2005-1862. The DOH officials at national and regional levels will ensure coordination and provide technical assistance and other support to the LICT towards effective PIPH implementation. 
Local Implementation and Coordination Team (LICT)

The composition and functions of the Local Implementation and Coordination Team may vary from one province to another. The Province shall create the LICT through a provincial issuance designating the LICT’s composition from existing management structures and other provincial stakeholders, its functions and the coordination mechanisms. 
At the least, the LICT should comprise of the following members and should perform the following functions:
Composition 

The LICT shall be composed of the Provincial Governor, the Provincial Health Officer, Sanggunian Panlalawigan Chairman Committee on Health, Chair and/or Vice Chair of the Inter Local Health Zones, Provincial Health Team Leader:
· The LICT shall be headed by the Governor as chairperson who may appoint a deputy or vice-chairperson; and 
· The members shall include:
· Local Chief Executives
· Local Health Boards, or inter-local health zone boards,
· Local technical staff in the Integrated Provincial Health Office and Municipal Health Offices and Population Offices
· PhilHealth Regional Office and service offices
· Civil society groups
· Other private stakeholders
· Other stakeholders for health
Functions 

The LICTs shall be responsible for the over-all implementation of Fourmula One activities in their respective local government units or F1 Convergence Sites. The LICTs shall be responsible for:
· Formulating and updating provincial health investment plans;

· Institutionalizing supportive management structures and systems;

· Managing the execution, implementation, monitoring and evaluation of the investment plans; and

· Coordinating with the CHD for technical assistance and resource sourcing. 

The Provincial Administrative Issuance shall likewise clearly define the LGU offices/structures for the following functions:

· Policymaking and oversight 
· Preparation and approval of annual work and financial plan

· Overseeing overall implementation of plan

· Coordination of inter-local health zones (ilhzs)

· Technical assistance to the ilhzs and the health service delivery facilities (hospitals and RHUs) in terms of quality management; capability building; financial resources; human resources; drugs management, and information system management

· procurement functions

· overseeing civil works

· overseeing procurement of equipment

· management of training activities

· enrolment and social marketing for health insurance

· monitoring and evaluation

· other activities in the PIPH

National and Regional Functional Management Structure 

The implementation of FOURmula ONE for Health at the DOH level is managed and functionally organized as shown in the figure below:
Figure 3.1. Functional Management Structure of FOURmula ONE for Health in the Department of Health 

· The Secretary of Health is the overall lead in the nationwide implementation of FOURmula One for Health.
· The Executive Committee (EXECOM) provides policy directions for implementing Fourmula ONE for Health. The EXECOM is chaired by the Secretary of Health and composed of all undersecretaries, assistant secretaries, the President and Chief Executive Officer of PhilHealth, and selected Directors in the DOH.
· As shown in the previous figure, FourMula ONE for Health at the national level is organized into three (3) major clusters with their respective component teams:
a. Governance and Management Support
i. Sectoral Management and Coordination Team 
ii. Internal Management and Support Team

b. Policy and Standards Development and Technical Assistance

i. Policy and Standards Development Team for Regulation

ii. Policy and Standards Development Team for Service Delivery

iii. Policy and Standards Development Team for Financing

c. Field Implementation and Coordination 

i. Field Implementation and Coordination Team for Luzon and NCR

ii. Field Implementation and Coordination Team for the Visayas and Mindanao

· Governance and Management Support Teams – Two teams assist and provide support to the Secretary of Health in the governance and management of Fourmula ONE for Health, operating directly under the Office of the Secretary:

a. The Sectoral Management and Coordination Team (SMCT) ensures that all four thrusts of Fourmula ONE for Health are effectively coordinated, synchronized, and properly monitored. 

i. This team consists of the:

· Health Policy Development and Planning Bureau (HPDPB)
· Bureau of International Health Cooperation (BIHC)
· Bureau of Local Health Development (BLHD)
· Health Human Resource Development Bureau (HHRDB)
ii. This team’s counterpart offices in PhilHealth are:
· Corporate Planning Department (CPD)

· Foreign Assistance Coordinating Office (FACO)

iii. The SMCT is responsible for the overall development, monitoring and coordination of policies, mechanisms and guidelines for the health sector, encompassing financing, regulation, service delivery and governance concerns as approved by the EXECOM. This includes concerns in rationalizing public subsidies in health and the management and implementation of the needed DOH budget reforms required in the course of implementation of Fourmula ONE for Health.
iv. The SMCT also coordinates and manages inputs to the Field Implementation and Coordination Teams from the other Fourmula ONE for Health management teams concerning policies, standards and technical assistance related to financing, service delivery, regulation, and governance.
b. The Internal Management Support Team (IMS Team) is responsible for implementing DOH financial, procurement and logistics management reforms, including building the information and communication technology infrastructure and other management support service.
i. This team is composed of the:
· Finance Service (FS)

· Materials Management Division (MMD-PLS)

· Information Management Service (IMS)

· Administrative Service (AS), including Legal Service (LS)

· Central Bids and Awards Committee (COBAC), including Procurement Division (PD-PLS)

ii. The Internal Management Support Team focuses on the administration of the DOH’s finance and logistics management, and oversees the development of information and communication technology (ICT) requirements of Fourmula ONE for Health implementation.
iii. As a special committee, the COBAC, including the Procurement Division-PLS oversees the procurement management reform.
· The Policy and Standards Development and Technical Assistance Teams (PSD Teams) focuses on the provision of technical guidance and policy support for implementation at the field level. A Policy and Standards Development Team for each major function is assigned to develop policies and standards, and provide technical assistance to field level implementation in areas of regulation, service delivery, and financing.

a. The Policy and Standards Development Team for Health Regulation (PSD Team for Regulation)

i. The PSD Team for Regulation consists of the:
· Bureau of Food and Drugs (BFAD)
· Bureau of Health Facilities and Services (BHFS)
· Bureau of Health Devices and Technology (BHDT)
· Bureau of Quarantine (BOQ) 
· Project Management Unit for Pharma50 (PMU50)
ii. The PSD Team for Regulation exercises its mandate and function to ensure the quality and affordability of health products and services. This pertains to the development of policies, standards and guidelines, as well as technical capability for regulating health products, including drugs and medicines, and health facilities and services, in tandem with the accreditation and quality assurance systems of PhilHealth.
b. The Policy and Standards Development Team for Health Service Delivery (PSD Team for Service Delivery)

i. The PSD Team for Service Delivery consists of the:

· National Center for Disease Prevention and Control (NCDPC)

· National Epidemiology Center (NEC) 

· National Center for Health Facility Development (NCHFD)

· National Center for Health Promotion (NCHP)

· Health Emergency Management Staff (HEMS)

· Philippine National AIDS Council (PNAC) Secretariat 

· Population Commission (PopCom)

ii. The PSD Team for Service Delivery ensures the development of policies, standards and guidelines for health programs and the provision of technical assistance to health service providers. This shall include development of disease surveillance systems, program design for essential health packages and specialized health services, health promotion and advocacy, and upgrading of health facilities, among others.
c. The Policy and Standards Development Team for Health Financing (PSD Team for Financing)

i. The PSD Team for Financing is led by the Philippine Health Insurance Corporation (PhilHealth) and works with the Health Policy Development and Planning Bureau (HPDPB) of the DOH for purposes of coordinating health policy and planning.
ii. The PSD Team for Financing ensures that the NHIP is further strengthened by expanding social health insurance coverage, improving benefits, and leveraging provider payments on quality of care.
iii. The PSD Team for Financing coordinates with the PSD Team for Regulation with regards to the harmonization of regulatory systems and processes.
· The Field Implementation and Coordination Teams (FIC Teams) focus on the Fourmula ONE for Health implementation and coordination in their respective geographic assignments – one for Luzon and NCR and one for the Visayas and Mindanao.

a. The FIC Teams provide over-all coordination of the Centers for Health Development (CHDs), PhilHealth Regional Offices (PROs), POPCOM Regional Offices and retained DOH health facilities in their area. Each team also initiates and maintains the development of the regional coordinating facility involving government health offices such as the DOH-CHD, PRO, and the POPCOM Regional Office, other government agencies, NGOs, the private sector and other stakeholders at the regional level.

b. The FIC Teams oversee and coordinate implementation of Fourmula ONE for Health in partnership with the LGUs, the private sector and other government agencies, in consonance with the principle that reforms implemented and operated in a decentralized manner brings results closer to the people.

c. The FIC Teams deal with technical supervision and coordination of the implementation activities of Fourmula ONE for Health at the local level, specifically, development of FOUR-in-ONE Convergence Sites and institutionalization of LGU governance management structures.

d. The FIC Teams promote and ensure the quality of the services provided for by the DOH retained hospitals in support of, and within, the context of local health system development.

As shown in the figure above, the LICT shall collaborate closely with the Field Implementation Office through the Regional Implementation Coordination Teams. More specific functions of the FICO and the RICT are as follows:
Field Implementation and Coordination Office (FICO) 

· A Field Implementation and Coordination Office headed by the Undersecretary/Assistant Secretary are established to provide overall coordination and technical supervision of the implementation of F1. 

· As the over-all coordination in the area, FICO undertakes the following activities: 

a. Organization of Regional Implementation and Coordination Teams (RICTs) in each of the region;
b. Conduct of periodic RICT meetings to monitor progress of F1 implementation;
c. Development of a mechanism for RICTs to institutionalize participation of other government agencies, non government organization (NGOs) and the private sector and other stakeholders, for the comprehensive and efficient implementation of Fourmula One in their areas; and
d. Development of systems to ensure that all policies, plans and programs of all health actors and stakeholders in their area contribute relevantly to the fulfillment of F1 goals and its flagship programs, projects and activities for service delivery, financing, regulation and governance.
· The FICO oversees and coordinates implementation of Fourmula One in consonance with decentralization through the:

a. Development and implementation of the following policies, plans, programs relevant to political and socio-economic conditions in their area, and targeted to specific health players and stakeholders in their area:

a.1 Consolidated Area/Regional Investment Plan for Health to support F1 Convergence Sites and Roll-Out Sites 

a.2 Communication/Advocacy Plan

a.3 Consolidated Area Human Resource Development Plan

a.4 Consolidated Area Policy and Research Agenda

a.5 Documentation on Best Practices (e.g. role of NGO/civil society)

a.6 Consolidated Area Monitoring and Performance Evaluation Reports

a.7 Consolidated Area Rationalization Health Facilities Plan

a.8 Consolidated Area Technical Assistance Packages

b. Identification of core roles and responsibilities of other government agencies, LGUs, NGOs, private sector and other stakeholders for the accomplishment of F1 goals in the area; and

c. Ensuring the execution of Memoranda of Agreements (MOAs), Memoranda of Understanding (MOUs) or such similar instruments to be consistent with the plans and activities of all health players for F1 in the area.

· The FICO ensures quality of service provided by DOH retained hospitals in the context of local health system development, specifically:

a. Developing a plan that would rationalize current and future hospital service delivery involving public and private hospitals in each region, consistent with mandated requirements on rationalizing health facilities;
b. Ensuring that all public and private hospitals in their geographic assignment are licensed and accredited, and acquire all existing and appropriate quality seals;
c. Ensuring an effective referral system at all levels of health care thru an integration of hospital and public health package of services in their area.
· For an effective technical supervision of the implementation of F1 activities, the FICO shall:

a. Define and develop technical assistance (TA) packages for specific F1 convergence site development tasks, institutionalization of LGU governance management structures, and other TA packages required for F1 in their area. TA package may be in the form of training modules (face to face or web based), study tours, protocols for structured field supervision, educational publications, and other forms appropriate to the geographical areas;

b. Develop capacity of RICTs to deliver such TA packages to LGUs through the LICTs;

c. Implement a monitoring and evaluation system on performance of RICT teams, which includes quarterly progress report to the stakeholders and other partners; and

d. Make important decisions and take necessary actions to promptly and effectively carry out F1 implementation activities. The FICO head may determine important matters that require actions/decisions by EXECOM, and/or the Secretary of Health with the concerned officials or key staff within the DOH as well as other government agencies. A quarterly Progress Report shall be submitted by the FICO Head and/or as necessary to the EXECOM. 

Regional Implementation and Coordination Teams (RICTs) 

· RICTs shall be headed by the Undersecretary or Assistant Secretary of the concerned regional area.

· The RICTs shall be composed of all heads of DOH-CHDs, Medical Centers and Regional Hospital, PhilHealth Regional Officers (PROs), POPCOM and NNC, and other government agencies, LGUs, NGOs, private sector and civil society in the region.

· The CHD director of the region shall be the co-chair of the RICT.

· The roles and responsibilities of the RICTs shall include the following:

a. Ensure development and implementation of programs and activities based on defined F1 flagship programs particularly in F1 convergence sites and roll-out sites;

b. Ensure provision of technical and manageability capability to all LGUs, NGOs and other health players in the region based on a defined package of health support services by regional personnel;

c. Develop strategies to ensure that all health facilities, products and services within the region are licensed and accredited with quality zeal;

d. Develop a mechanism or regular venue for participation of all health players in the region for the regional planning, budgeting, monitoring activities, performance evaluation, and other relevant activities;

e. Ensure that performance of each LGU in the region are monitored and evaluated using the LGU scorecard;

f. Develop institutional incentives and other mechanisms to sustain quality performance in the delivery of health care services;

g. Conduct studies on the market, health need requirements of the population served by DOH hospitals; effective and efficient development of DOH hospital rationalization plan;

h. Ensure successful and timely completion of all F1 reform implementation in F1 convergence sites in the region; and

i. Facilitate development of F1 Roll out strategy Plan in coordination with other DOH units. 

The Joint Appraisal Committee (JAC)

In consonance with the SDAH, the DOH established the Joint Appraisal Committee (JAC) in collaboration with the development partners to serve as an advisory body to DOH and the convergence provinces with regard to the PIPH and other issues. In addition to its responsibilities for reviewing and appraising the PIPH, the JAC is expected to provide guidance for future phases of investment planning for a health reforms at the local level and recommend appropriate action. It is expected to serve as an important venue for the partners to clarify their various initiatives over the period of the plan and to ensure that they are reflected in the PIPH. The JAC may also serve as a venue for other development partners in identifying possible funding activities in the future. Lastly, the JAC has provided a forum for strengthening policy dialogue with the Government. 
JAC members include all Government agencies involved in health programs, including the DOH with the Department of Health Secretary as Chair, Department of Health Sectoral Management Cluster Head and PhilHealth President as co-chair, and the Heads of the DOH National Center for Disease Prevention and Control, National Center for Health Facilities Development, Finance Service, Bureau of Food and Drugs, National Epidemiological Center, Field Implementation and Coordination Offices for Luzon and Visayas and Mindanao as members. Membership also includes representatives from NEDA, DBM, the European Commission, the World Bank, the Asian Development Bank, German Technical Cooperation (GTZ) and Kreditanstalt fur Wiederaufbau (KfW). The DOH Bureau of International Health Cooperation and the Bureau of Local Health Development provide Secretariat support. Other partners included as resource persons and observers include representatives of the Department of Health Technical Coordination Group, concerned Centers for Health Development, concerned Provincial Health Offices, Department of Interior and Local Government, League of Municipalities, Japan International Cooperation Agency (JICA), United States Agency for International Development (USAID) United Nations Population Fund (UNFPA), United Nations Children’s Emergency Fund (UNICEF) and the World Health Organization (WHO). 
  4. Implementation Arrangments   
SUMMARY

A

Memorandum of Agreement (MOA) between the Department of Health and each of the 16 Provinces has been signed to formalize the collaboration between the two parties on the implementation of the PIPH using the F1 framework. Each MOA defines the general roles and responsibilities of the parties involved, including financial support from DOH (see sample MOA in Annex A). 
A Service Level Agreement (SLA) will also be signed between the DOH and the Province on an annual basis from 2007 to 2010 to define the outputs and performance milestones expected to be reached, the amount of funds to be provided through a grant from the European Commission, the DOH’s counterpart contribution, other contribution from the national government, and the conditions and requirements pertaining to the release of said funds.
The EC grant and the DOH counterpart will cover both fixed and variable tranches. The SLA will indicate the amount and dates of release of the fixed allocation. The fixed tranche for the 2007 Service Level Agreement will be released in two installments. 

The SLA will also indicate the maximum amount of the variable tranche and milestones that will have to be reached as the basis for determining the actual amount of variable allocation to be received by the province. The variable tranche will be released on the first semester of the succeeding year.

The funds flow mechanisms for both the EC grant and the DOH counterpart are discussed in this Manual under the section on implementation arrangements for financing.

The DOH shall continually provide technical assistance in various aspects of the implementation of the PIPH. An implementation TA is also provided by the EC in the first 16 convergence provinces through the Health Sector Policy Support Program (HSPSP), in close collaboration with the DOH. 

Summary Table of Programs/Projects/Activities 
Each of the PIPHs of the 16 provinces has been presented into a Summary Table specifying the programs/projects/activities (P/P/As) and indicating the estimated cost and the source of funding. This shall be updated yearly to reflect actual activities for the period 2006-2010 that have passed and the updated plans for the remainder of the period. 

When the Summary Table is updated, the funding sources can be re-grouped as follows:

Sample Headings of a Summary Table of P/P/As 2006-2010
Prepared on: _________________
	Projects/Programs
	Activities
	Total Proposed Budget (PhP)
	Budget Breakdown (PhP)

	
	
	
	Internally Generated
	External Sources
	PhilHealth Claims
	Others

	
	
	
	User Fees
	Other Revenue Sources
	National Government
	Grants
	Loans
	
	

	
	
	
	
	
	PLGU IRA
	MLGU IRA
	Regular DOH Budget
	DOH Counterpart to EC Grant
	Counterpart to Phil Health Premiums
	EC Grant
	Other Grants
	MDFO - ADB
	Others
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


Summary Schedule of SLA Signing and PIPH Planning and Implementation
The following tables summarized preparation schedules and signing of the Service Level Agreement vis-à-vis PIPH planning and implementation. 
2007:
	Activity
	Responsible Parties
	Q1
	Q2
	Q3
	Q4

	1. Preparation and Signing of First Service Level Agreement
	
	
	
	
	

	Preparation of Service Level Agreement
	DOH, JAC
	●
	
	
	

	Signing of Service Level Agreement
	DOH, Province
	●
	
	
	

	2. Implementation of P/P/As in PIPH and supplemental plans attached in the Service Level Agreement, including:
	LICT, RICT, FICT – with technical assistance from DOH, EC, and other external parties
	●
	●
	●
	●

	Refinement of 2007 Operations Plan, with Procurement Plan and Training Plan
	LICT, with HHRDB for Training Plan
	●
	●
	
	

	Facility mapping to identify BEmOCs and CEmOCs, and identification of “non-problematic” facilities projects
	LICT with NCDPC and NCHFD
	●
	●
	
	

	Needs Assessment for BEmOCs and CEmOCs
	
	●
	●
	●
	

	Preparation of Facilities Rationalization Plan, with concurrence of LCEs
	LICT with NCHFD and NCDPC
	
	●
	●
	●

	Updating of Summary Table of P/P/As for 2007-2010
	LICT with BLHD
	
	
	●
	●

	Preparation of Financial Plan for 2007-2010
	LICT
	
	
	●
	●

	Preparation of Annual Operations Plan for 2008, with Training Plan and Procurement Plan
	LICT
	
	
	●
	●

	3. Preparation and Signing of Service Level Agreement for 2008
	
	
	
	
	

	Preparation of Service Level Agreement for 2008 (including milestones to be reached and amounts to be allocated for each Province)
	DOH, JAC
	
	
	
	●

	Approval of Plans to be attached to the 2008 Service Level Agreement
	DOH, JAC
	
	
	
	●

	Signing of 2008 Service Level Agreement
	DOH, Province
	
	
	
	●

	4. Monitoring and Evaluation
	LICT, CHD
	●
	●
	●
	●

	Quarterly Progress Report
	
	●
	●
	●
	●

	Annual Progress Report 2007
	
	
	
	
	●

	Report on Achievement of Milestones for Variable Grant Allocation
	
	
	
	
	●



2008, 2009 and 2010:

	Activity
	Responsible Parties
	Q1
	Q2
	Q3
	Q4

	1. Implementation of P/P/As in PIPH and supplemental plans attached in the Service Level Agreement, including:
	
	●
	●
	●
	●

	Preparation of Service Level Agreement
	DOH, JAC
	
	
	●
	●

	Signing of Service Level Agreement
	DOH, Province
	
	
	●
	●

	2. Signing of Service Level Agreement (2008 and 2009)
	
	
	
	
	

	Preparation of Service Level Agreement (including milestones to be reached and amounts to be allocated for each Province) for Succeeding Year
	DOH, JAC
	
	
	
	●

	Approval of Plans to be attached to the succeeding year’s Service Level Agreement
	DOH, JAC
	
	
	
	●

	Signing of succeeding year’s Service Level Agreement
	DOH, Province
	
	
	
	●

	3. Monitoring and Evaluation
	LICT, CHD
	●
	●
	●
	●

	Quarterly Progress Report
	
	●
	●
	●
	●

	Annual Progress Report
	
	
	
	
	●

	Mid-Term Progress Report (in 2008)
	
	
	
	
	●

	End-of-Period Report
	
	
	
	
	●

	Report on Achievement of Milestones for Variable Grant Allocation (in 2008 and in 2009)
	
	
	
	
	●


The end part of this chapter describes the Service Level Agreement and the arrangements for key areas of PIPH implementation.

The Service Level Agreement (SLA)

The Service Level Agreement will be signed between the DOH and the Province to define the outputs and performance milestones to be reached, the amount of funds to be provided through the EC grant, the DOH counterpart contribution, other health sector grants that may arise during the PIPH period, other support form the DOH and the national government, and the conditions and requirements pertaining to the release of said funds.

The annual operations plan with a procurement plan and a training plan, and a facilities rationalization plan will be attached and form an integral part of the Service Level Agreement. A financial plan shall also be prepared annually as part of the succeeding years’ AOPs. Moreover, a public finance management (PFM) plan will also be finalized during the first SLA period for possible attachment in the 2008 SLA. These should be endorsed by the JAC and approved by the DOH. The following describe each of these attachments.

· Annual Operations Plan 

The operations plan specifies activities for the year and thereby the activities covered by the Service Level Agreement. It should be accompanied by a Procurement Plan and a Training Plan. Beginning the 2008 Service Level Agreement, it should also be accompanied by a Financial Plan.
a. Operations Plan – The following table shows sample headings for operations plan. The following example regroups the funding sources differently from the format used in the 2007 Operations Plan: 
Sample Headings of the Operations Plan
	P/P/A
	Timeframe
	Targets
	Resource Requirements
	Budget Breakdown (PhP)

	
	
	
	
	Internally Generated
	External Sources
	PhilHealth Claims
	Others

	
	
	
	Item
	AC
	Cost
	User Fees
	Other revenue Sources
	National Government
	Grants
	Loans
	
	

	
	
	
	
	
	
	
	
	PLGU IRA
	MLGU IRA
	Regular DOH Budget
	DOH Counterpart 

to EC Grant
	Counterpart to Phil Health Premiums
	EC Grant
	Other Grants
	MDFO - ADB
	Others
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


The columns should indicate the following:
· Programs/Projects/Activities – detailed listing of activities per F1 component
· Timeframe – period/duration for implementing specific activities
· Targets – quantity/number of targeted participants or recipients of the activities, or completion level of works or activity
· Resource requirements – resource requirements and details of expense classification using the New Government Auditing System (NGAS), prescribed under COA Circular No. 2003-001 dated 17 June 2003.
· Source of Fund – funding support per resource requirement. Break down the funding by source and indicate at the bottom of the column the total per source of fund. 
b. Training Plan – A training plan for 2007-2010 shall be prepared with the assistance of the Health Human Resource Development Bureau, as will be discussed in the latter part of this chapter. The training plan for the specific year should be attached and form part of the Annual Operations Plan. Accordingly, it should be made sure that the training plan is consistent with the contents of the Annual Operations Plan.
c. Procurement Plan – The Annual Procurement Plan indicates the following information 
 : 

· Name of the project/procurement
· Project Management Office or end-user unit
· General description of the project/procurement (general description of requirements and quantities, where applicable)
· The procurement methods to be adopted, and indicating if the procurement tasks are to be outsourced as provided in Section 53(e) of the IRR-A of R.A. 9184 (see also Subsection on Procurement under this Chapter)
· The time schedule for each procurement activity
· Approved Budget for the Contract.
Again, it has to be made sure that the procurement plan is consistent with the Annual Operations Plan. All items (works, goods, and services) to be procured for the contract period should be included. Implementation arrangements for procurement are to be discussed in detail later in this chapter.
d. Financial Plan 
 
The Financial Plan defines how the various financial options that are available to the LGU, from internal and external sources, can finance the funding requirements of the PIPH. This would entail studying the patterns of health fund uses and sources, revenue projections, and estimates of DOH and donor support. The Financial Plan also takes into account the consistency of the flow of financing with the timing of resource flow. 
The DOH shall provide technical assistance to the Provinces in the preparation of the Financial Plan through the implementation TA.
· Health Facilities Rationalization Plan
The health facilities rationalization plan for the mid-term (2007-2010) is to be developed with the NCHFD and NCDPC and should be completed by December 2007 and attached to the 2008 Service Level Agreement. A preliminary rationalization plan is attached to the 2007 Service Level Agreement, and identification of “non-problematic” health facilities projects and facility mapping for womens’ health and safe motherhood facilities are among the milestones expected by May 2007. 
A later section in this POM also discusses the details of developing the health facilities rationalization plan.
· Public Finance Management Plan
During the preparation stage of HSPSP, a study evaluated public finance management of the 16 convergence provinces. These were also the main basis of the classification of each province into BS and TF provinces. Form the results of these studies, the 16 provinces prepared a plan for the improvement of the public finance management. This shall be finalized during the first SLA Period.
At the least, the 16 provinces are expected to use the Local Government Accounting System (LGAS) chart of accounts and produce balanced financial statements during the first SLA period, as reflected in the SLA. 
KEY IMPLEMENTATION AREAS

The following define the implementing arrangements of the following aspects of PIPH: planning, financing, procurement, training, rationalization of health care facilities, and monitoring and evaluation. 
4.1  Planning(   
Planning

T

his pertains to the annual review of the progress of PIPH implementation and the preparation of the annual plan for the succeeding year or period of the Service Level Agreement. Among the things to review is the plan’s consistency or conformity with the following:

· International commitments (e.g. MDGs), MTPIP, and the Medium-Term Philippine Development Plan (MTPDP) 2004-2010

· The FOURmula One for Health strategies

· Provincial Strategic Plan

A. Process 

As was done in the crafting the first PIPH, the annual planning shall adopt the key components of the planning cycle as shown in Figure 4.1. While leveling-off among technical staff and local chief executives (Step 0) has been done during the formulation of the first version of the PIPH, this can be done again on an annual basis to gain the support of the new local chief executives (LCEs) as well as gain the inputs of both new and old LCEs.

Figure 4.1. FOURmula ONE for Health Convergence Sites’ Investment Planning

[image: image2.emf]
Among the recommended planning guides that the Province can use are:

· Integrated Health Planning System prepared by the ICHSP

· Investment Planning for Health: A Guide for the Local Government’s Plan Preparation and the Program Costing Manual prepared by the European Commission Start-Up TA for the Preparation of the PIPHs and the Health Sector Policy Reform Program (HSPSP)

· Guide to PIPH Development – still currently being developed by the DOH with the Health Policy Development Project and other development partners, using the lessons learned from the first 16 convergence provinces. The 16 provinces can also use this in the annual review of the PIPH.

These are available at the DOH Bureau of Local Health Development (BLHD).

The participation in the process of all members of the LICT is critical for the planning period. The HSPSP implementation TA shall also assist the first 16 convergence provinces closely in the annual planning exercise. 

B. Planning Outputs

The planning process shall produce an updated PIPH (if there are major changes); the annual operations plan with a procurement plan, training plan, and financial plan; a public finance management plan; and the health care facilities rationalization plan for 2007-2010. 
4.2  Financial Management(   
Financial Management
A. Financial Management Overview

As discussed in Chapter II, the PIPH or the province’s health sector program (the Program) may be financed from various sources:

Figure 2.1: Financing the PIPH 










Aside from programmatic and operational information, Program management needs reliable financial information to monitor progress of program implementation against financial targets or program milestones. To enhance the quality of monitoring and evaluation of program activities, an effective and efficient Financial Management System needs to be in place and consistent with generally accepted government accounting standards supported by an adequate internal accounting system.

This chapter shall provide an overview of the financial management system set in place for the implementation of the PIPH within the context of F1 for Health. It covers sections on financial accountability, financial planning and program budgeting, prescribed accounting treatment, financial reporting, and internal accounting control systems, in general and indicating details that are specific to the 16 convergence sites. It also covers explanatory details on various financing streams and funds flow for the EC grant and the DOH counterpart of the 16 convergence sites. Moreover, the chapter also covers a discussion on the MDFO loan facility to allow LGUs to avail of other sources of funds relative to the ADB loan. 

B. Financial Accountability under the Program

While the DOH Sector Management Coordination Office (SMCO) has an oversight role in the implementation of the PIPH, the Province is the implementor of this Program, and therefore, shall assume full responsibility over the financial management of the Funds transferred to their account. Accordingly, a sound Public Financial Management System at the Province is a key tool for an effective monitoring system for the Program. 

C. Financial Planning and Budgeting

An integral part of the Financial Management System is the Financial Planning and Budgeting process for the Program.  The Annual Operations Plan (AOP) is a major requirement for planning and budgeting for the Service Level Agreement (SLA). The AOP shall cover all activities and projects of the Province (including those for the recipient municipalities) for health services indicating all funding sources and shall be supported by the following:
· Annual Procurement Plan – Health Services
· Training Plan – Health Services
The LGU Annual Budget for Health shall indicate a specific budget line item – Health Systems Development Program (HSDP), among other sources.
D. Budgetary and Accounting Treatment at the Provincial Level

Consistent with current government accounting policy, the Province shall adopt the accounting policies and procedures of the New Government Accounting System (NGAS) for Local Government Units as prescribed by the Commission on Audit (COA). Under this Program, additional policies on the accounting treatment, as agreed among DOH, LGUs, DBM, EC, and WB, are as follows:
For the EC Grant and the DOH Counterpart to the EC Grant:
1. The annual grant from the EC will be released to the BS Province by DBM following the regular GoP fund release mechanism. BS Provinces shall use their General Fund bank accounts for the EC Grant releases.  The grant money shall be subjected to appropriations approval by the Sangguniang Panlalawigan.

2. The World Bank-administered EC Grant for the TF provinces will also be released by DBM following the regular GoP fund release mechanism through the BTr .  However, they shall be required to maintain a trust fund bank account to ensure more efficient and effective monitoring of the financial transactions and activities of the Program.

3.  The cash support constituting DOH counterpart to both direct and WB-administered EC Grant shall be disbursed by DOH directly to the recipient Provinces.

4.  The release of the DOH Counterpart to the Province shall be covered by an Obligation Request (ObR) prepared by DOH-BLHD and processed by DOH-Finance with funds released to the LGU account where the EC Grant funds are maintained.

5. The transfers to municipalities (MLGUs), if any, whether in cash or in kind, shall be considered as sub-grants and should be covered by similar SLAs and MOAs.
6. One set of separate books of account shall be maintained to record HSDP transactions that will cover all transactions from all sources of financing. That is, the Province shall budget its own funds for the HSDP in the LGU budget as a separate line item, while funds from other sources (e.g. EC, EC-WB, DOH) shall be accounted for using HSDP subsidiary records. 

7. The Province shall treat the EC Grant as a budgetary support allocation for the Health Sector Reform Agenda and shall be responsible for the proper accounting of these transactions. Receipt of funds shall be credited to Subsidy Income from NG  – HSDP EC Grant 

8. The separate books of account shall adapt the NGAS chart of accounts for LGUs to conform to the government’s accounting policies and procedures.

The above are summarized in matrices shown in Tables 4.2.1 to 4.2.4.
For Regular DOH Non-Cash Support:
Part of the DOH’s regular non-cash support to the provinces (16 provinces as well as other provinces) will also be funded through the NSSHR loan from WB. This can involve direct payments, advance payment and letters of credit as modes of payment by the DOH to the suppliers of the goods which the DOH will be giving to the provinces. Tables 4.2.5 to 4.2.6 summarizes the accounting treatment by DOH and DBM of the transactions involved, and the accounting treatment by the LGUs on the eventual receipt of the in-kind support.
Table 4.2.1. Summary Matrix: Activities in and Accounting Treatment of Transactions Pertaining to EC Grant for BS Provinces 
	Transaction
	LGU
	DOH
	DBM

	
	Activity
	Accounting Entry
	
	

	Issue Obligational Authority
	None
	None
	None
	BTr issues NFA to DBM CO

	Fund Availability
	None
	None
	None
	DBM issues SARO and NCA to DBM RO

	Transfer and Receipt of Funds
	Record receipt of grant funds (fixed and variable tranches)
	Dr. Cash-General Fund  (Acct 108) 

Cr. Subsidy Income from NG – HSDP EC
	None
	DBM issues funding check for credit to current bank account of LGU (General Fund)


	Receipt of Goods 

(parked funds at DBM PS)
	Submit Procurement Request
	
	Approves PR for submission to DBM PS
	DBM PS undertakes Interagency procurement

	
	Receipt and acceptance of goods
	Dr . Inventory (if supplies) or. Equipment – HSDP
Cr. Subsidy Income from NG  – HSDP EC Grant 
	None
	DBM PS pays supplier upon delivery to and acceptance by LGU

	Spending Approval at Province for financial assistance to municipalities
	Transfer of funding support to MLGU
	Dr. MOOE Grants/Donations-MLGU
Cr. Cash-General Fund Proper HSDP-EC
	The recipient municipalities will also be indicated in the DOH approvals submitted to DBM.
	

	Disbursements for authorized program expenditures
	Disbursements on the program
	Dr. Expense 

Dr. Asset Account

Cr. Cash-General Fund Proper HSDP-EC
	None
	

	Request for Release of EC grant funds
	Submission of performance report (Annual Progress Report on Activities based on the Operations Plan, Service Level Agreement, and PIPH)
	None
	DOH submits the following to EC with copy furnished to DBM:

First Release: 

· Compliance Report and all supporting documents

· Approved MOA between DOH, DBM, and EC

· Letter Request for fund release

Subsequent Releases: 

· Letter request for fund release with amounts based on the annual allocations approved by EC
	Upon receipt of DOH notification, endorsement and Letter of approval with the allocation table indicating amounts per Province, DBM initiates the transfer of funds to the Provinces


Table 4.2.2. Summary Matrix: Activities in and Accounting Treatment of Transactions Pertaining to EC Grant for TF Provinces 

	Transaction
	LGU
	DOH
	DBM

	
	Activity
	Accounting Entry
	
	

	Issue Obligational Authority
	None
	None
	None
	BTr issues NFA to DBM CO

	Fund Availability
	None
	None
	None
	DBM issues SARO and NCA 

	Transfer and Receipt of Funds
	Record receipt of grant funds (fixed and variable tranches)
	Dr. Cash- (Trust Fund) (HSDP-EC) (111) 

Cr. Subsidy Income from NG – HSDP EC Grant
	None
	BTr credits the current bank account of LGU (Trust Fund)

	Spending Approval at Province for financial assistance to municipalities
	Transfer of funding support to MLGU
	Dr. MOOE Grants/Donations-MLGU
Cr. Cash- (Trust Fund) HSDP-EC
	The recipient municipalities will also be indicated in the DOH approvals submitted to DBM.
	

	Disbursements for authorized program expenditures
	Disbursements on the program
	Dr. Expense 
Dr. Asset Account
Cr. Cash- (Trust Fund) HSDP-EC
	None
	

	Preparation of Statement of Expenditures
	In compliance with WB trust fund management arrangement, TF Province prepares and submits the WA and SOE to WB through DOH 
	None
	· DOH-SMCT reviews program implementation achievement of milestones against SLAs including financial statements;  submits Quarterly and Annual Progress Monitoring Reports to DBM on LGUs performance.
· Submits endorsement to WB on LGUs WA and SOE
	DBM – PMO reviews WA and SOE against programmed funding and outputs and recommends reimbursement from WB for deposit to BTR account


Table 4.2.3. Summary Matrix: Activities in and Accounting Treatment of Transactions Pertaining to DOH Counterpart to EC Grant for BS Provinces 
	Transaction
	LGU
	DOH
	DBM

	
	Activity
	Accounting Entry
	Activity
	Accounting Entry
	

	Obligational Authority
Release of NCA
	None
	DOH prepares standard DBM requirements for comprehensive release of allotment
	None
	DBM  releases ABM to DOH; NCA is released subsequently based on the monthly cash program

	Expenditure Approval for HSDP DOH
	None
	BLHD to prepare ObR and DV based on the 

SMCT approval on LGU request per SLA (fixed or variable tranches)
	None
	

	Fund Availability
	None
	Finance-Budget approval of obligations; release funds to LGU current account where EC grant funds are maintained 
	Dr. Due from LGU

Cr. MDS account
	

	Receipt of Funds
	· Record receipt from DOH of grant funds representing DOH counterpart to EC Grant 
· Deposit Grant proceeds in General Fund bank account of the LGU
	Dr. 108 Cash-(General Fund) HSDP-DOH
Cr. 662 Subsidy Income from NG -HSDP-DOH
	None
	None
	

	Spending Approval at Province for financial assistance to municipalities
	Transfer of funding support to MLGU
	Dr. 873 Subsidy to MLGU

Cr. 108 Cash-(General Fund) HSDP-DOH
	None
	None
	

	Disbursements of Funds for program activities
	Disbursements on the program
	Dr. Expense 

Dr. Asset Account

Cr. 108 Cash-(General Fund) HSDP-DOH
	None
	None
	

	Liquidation of Funds by LGU
	None
	None
	Liquidation of counterpart fund releases to LGU shall be based on submitted financial report (Balance Sheet and Statement of Sources & Uses of Funds)
	Dr. MOOE -  Subsidy to LGU)

Cr. Due from LGU
	

	Preparation of Statement of Expenditures
	None
	None
	Finance Service prepares the WA and SOEs to be submitted to WB thru DBM; SMCT prepares the Quarterly and Annual Progress Monitoring Reports
	None
	DBM – PMO reviews WA and SOE against programmed funding and outputs and recommends reimbursement from WB for deposit to BTR account


Table 4.2.4. Summary Matrix: Activities in and Accounting Treatment of Transactions Pertaining to DOH Counterpart to EC Grant for TF Provinces 
	Transaction
	LGU
	DOH
	DBM

	
	Activity
	Accounting Entry
	Activity
	Accounting Entry
	

	Obligational Authority
	None
	None
	DOH prepares standard DBM requirements for comprehensive release of allotment
	None
	DBM releases ABM to DOH; NCA is released subsequently based on the monthly cash program

	
	None
	None
	BLHD to prepare ObR and DV based on the SMCT approval on LGU request per Service Level Agreement (fixed or variable tranches)
	None
	

	Fund Availability
	None
	None
	Finance-Budget approval of obligations; release funds to LGU current account where EC grant funds are maintained 
	Dr. Due from LGU

Cr. MDS account
	

	Receipt of Funds
	· Record receipt from DOH of grant funds representing DOH counterpart to EC Grant  
· Deposit Grant proceeds in Special Bank Account – HSDP
	Dr. 108 Cash-(Trust Fund) HSDP-DOH
Cr. 662 Subsidy from NG -  HSDP DOH
	None
	None
	

	Spending Approval
	Transfer of funding support to MLGU
	Dr. 873 Subsidy to MLGU
Cr. 108 Cash-  (Trust Fund) HSDP-DOH
	
	None
	

	Disbursements of Funds for program activities
	Disbursements on the program
	Dr. Expense

Dr. Asset Account

Cr. 108 Cash- (Trust Fund) HSDP-DOH
	None
	None
	

	Liquidation of Funds by LGU
	None
	None
	Liquidation of counterpart fund releases to LGU shall be based on submitted financial report (Balance Sheet and Statement of Sources & Uses of Funds)
	Dr. Acct 874 MOOE – Subsidy to LGU -HSDP
Cr. Due from LGU
	

	Preparation of Statement of Expenditures
	None
	None
	Finance Service prepares the WA and SOEs to be submitted to WB thru DBM; SMCT prepares the Quarterly and Annual Progress Monitoring Reports
	None
	DBM – PMO reviews WA and SOE against programmed funding and outputs and recommends reimbursement from WB for deposit to BTR account


Table 4.2.5. Summary Matrix: Activities in and Accounting Treatment of Transactions Pertaining to DOH Regular LETTER of CREDIT and DIRECT PAYMENT FACILITY
	Transaction
	LGU
	DOH
	DBM

	
	
	Activity
	Accounting Entry
	

	Purchase of vaccines & drugs for HSDP

	Obligational Authority
	None
	For procurement by program, the requesting Bureaus to prepare ObR with supporting documents;

SMCT approval
	None
	Comprehensively released allotment or SARO issued

	Fund Availability
	None
	Finance Service -Budget approval of obligations for comprehensively released allotment
	None
	

	Disbursement Processing
	None
	Finance prepares all required document (WA, SCL, supporting documents, etc.)

BIHC seeks approval by DOH levels of authority on Direct Payment Facility
	None
	

	Payment Processing
	None
	BIHC submits approved request to DBM for issuance of Special Commitment Letter(SCL) from WB Loan Account.
WB pays the supplier accordingly.
	None
	a. Prepares application for issuance of SCL from WB Loan Account.
b. Prepares Withdrawal Application for direct payment to supplier above the  threshold limit; if below threshold, DOH to process payment, then present for reimbursement subsequently

	Delivery of Goods

	Receipt of deliveries
	None
	MMD receives goods; documents - IAR, DR, Invoice, etc.
	Dr. Acct 159 Inventory – HSDP vaccines & drugs
Cr. Acct 401 Account payable 
	

	Certification of Acceptance and complete delivery of goods
	None
	Issues Certification of acceptance upon complete delivery; Submits to Finance Service for payment request with UNICEF billing; Endorse to BIHC to submit to DBM all related documents for payment through WB Loan Account
	
	Reviews transaction and prepares application for withdrawal from WB loan account for direct credit to supplier

	Issuance of Non Cash Availment Authority
	None
	Upon receipt of documents from MMID/Supplier, Finance Service, requests for NCAA from DBM upon notification of payment from WB loan account
	
	Certifies to loan availments for issuance of NCAA to DOH
NOTE: Year-end analysis of accounts payables should take note of those covered by NCAA.

	
	
	Receipt of NCAA from DBM
	Dr. 401 Accounts Payable
Cr. Acct 651 Subsidy  from NG – HSDP EC Grant
	Issues NCAA to DOH

	Issuance of Goods
	None
	MMD issues goods Invoice Receipt of Property, Distribution List, etc.
	Dr. Acct 874 MOOE Subsidy to LGU- HSDP
Cr. Acct 159 Inventory – HSDP vaccines and drugs
	


Table 4.2.6. Summary Matrix: Activities in and Accounting Treatment of Transactions Pertaining to DOH Regular Purchases (Vaccines & drugs) ADVANCE PAYMENT FACILITY
	Transaction
	LGU
	DOH
	DBM

	
	
	Activity
	Accounting Entry
	

	Purchase of vaccines & drugs for HSDP

	Obligational Authority
	None
	For procurement through Advance Facility. NCDPC to prepare ObR with supporting documents;
SMCT approval
	None
	Comprehensively released allotment or SARO issued

	Fund Availability
	None
	Finance Service -Budget approval of obligations
	None
	

	Disbursement Processing
	None
	BIHC to seek approval by DOH levels of approving authority on Advance Payment Facility (UNICEF)
	None
	

	Payment Processing
	None
	Payment via telegraphic transfer with funding check issued to LBP
	Dr. Acct 139 Due From NGOs/POs
Cr. Acct 108 Cash – MDS account
	

	
	
	Process loan withdrawal to finance the advance payment facility (preferred financing scheme)
	
	

	Delivery of Goods

	Receipt of deliveries
	None
	MMD receives goods; documents - IAR, DR, Invoice, etc.
	Dr. Acct 159 Inventory – HSDP vaccines & drugs
Cr. Acct 139 Due from NGOs/POs
	

	Certification of Acceptance and complete delivery of goods
	None
	Issues Certification of acceptance and complete delivery and submits to Finance Service for payment request with UNICEF billing 
BIHC to submit to DBM all related documents for payment through WB Loan Account
	
	Reviews transaction and prepares application for withdrawal from WB loan account for direct credit to supplier

	Issuance of Non Cash Availment Authority
	None
	Upon receipt of documents from MMD/Supplier, Finance Service. Also, requests for NCAA from DBM upon notification of payment from WB loan account
	
	Certifies to loan availments and recommends to BMB B for issuance of NCAA to DOH

	
	
	Receipt of NCAA from DBM
	Dr. 401 Accounts Payable
Cr. Acct 651 Subsidy from NG – HSDP EC Grant
	Issues NCAA to DOH

	Issuance of Goods
	None
	MMD issues goods Invoice Receipt of Property, Distribution List, etc.
	Dr. Acct 874 MOOE Subsidy to LGU- HSDP

Cr. Acct 159 Inventory – HSDP vaccines & drugs
	None


	Release of Goods to LGU

	Transaction
	LGU
	DOH
	DBM

	
	Activity
	Accounting Entry
	
	

	Receipt of Goods by LGU
	Records receipt of goods from CHD (supplies, drugs, etc.)
	Dr. 159 Inventory Drugs & Medicines - HSDP 
Cr. 662 Subsidy Income from NG – HSDP DOH
	None
	None


Note: Accounting entries were sourced from the following using the Philippine Government Chart of Accounts per COA Circular 2004-008 dated September 20, 2004
DOH – National Government Accounting System
LGU – New Government Accounting System for Local Government Units (COA Circular No. 2002-003 dated June 20, 2002
E. Stream of Financing and Processes for EC Grant and DOH Counterpart for 16 Convergence Provinces

1. Stream of Financing for Fund Releases

The EC grant and the corresponding DOH Counterpart will be provided as Budget Support to the 16 Convergence Provinces through the following financing modes for fund releases: 

a. 
EC Grant 

i. 
Direct Budget Support for BS Provinces: Of the 16 Convergence Provinces, ten (10) provinces have been classified as BS Provinces which will receive the EC Grant as direct budget support. The grant fund to the BS Provinces is channeled through the DBM which will be released to the LGUs and credited to the respective account of the Provinces maintained with the authorized GSB.  DOH approval shall be required for all releases to LGUs by DBM.

ii. World Bank-administered Grant for TF Provinces: The EC grant to the remaining six convergence provinces will be channeled through a Trust Fund administered by the World Bank called the Health Sector Reform Project Grant No. TF090182,also referred to as the  HSRP or HSDP Trust Fund. These provinces are hereby referred to as TF provinces. The WB and EC shall agree on the management arrangement for the HSDP Trust Fund. WB shall enter into a grant agreement with the GoP (DOF) thru the DOH, TF LGUs and DBM. The grant proceeds shall be released in the same manner by DBM thru the BTr, however, it will be deposited to the TF LGUs Trust Fund Account set up in accordance with disbursement provisions of the grant agreement. DOH approval shall be required for all releases to LGUs by DBM.

Each province will be able to access the EC grant up to a predetermined ceiling computed through the objective allocation formula developed by the EC Delegation encompassing measures of provincial population, poverty status, and health system status (e.g. TB incidence, infant mortality rate).

b.
 DOH Counterpart Funds as Direct Budget Support to 16 Provinces: All 16 convergence provinces will be provided with a financial grant by the DOH as its counterpart funds to the EC grant. The amount is pre-determined based primarily on the Province’s Annual Health Operations Plan and other considerations as may be determined by DOH, and will be indicated in the SLA. Similarly as with the EC grant funds, DOH counterpart funds will be released by DBM through the regular GoP funds flow mechanism system to the DOH.  Fund releases to the LGUs by DOH are as follows:
i. 
For BS Provinces: Funds will be deposited to the General Fund Proper account of the LGU

ii. 
For TF Provinces: Funds will be deposited to a Trust Fund Bank Account  - HSDP 
Both EC grant and DOH counterpart have two types of allocations:

a. 
Fixed Allocation or Tranche refers to yearly allocation up to year 2010, released on a specific budget line in the provincial budget. The first year fixed allocation will be released on two installments. Subsequent fixed allocation releases will be ascertained during development of the subsequent Service Level Agreements.

b. 
Variable Allocation or Tranche refers to allocations released on the basis of achievements of activities and output milestones in the PIPH, including activities and output milestones in public finance management. These activities and outputs linked to performance indicators are defined in the Annual SLA. The SLA specifies the maximum amount of the variable tranche for the year and indicates the portion of the maximum amount that can be released based on the achievement of specific milestones. The variable tranche for the first year performance shall be released on the first semester of the second year after performance review by the DOH and the JAC. Subsequent releases will follow the same time frame.

2. Funds and Process Flows

a. Funds and Process Flow for the Release of EC Grant to BS Provinces

Upon release of DOH notification of recommendation, endorsement and approval, the release of Grant Funds to the Budget Support (BS) Provinces will be processed by the DBM Central Office.  The authorization for the fund releases by DBM management includes specific instructions for the appropriate releasing unit.  The SARO and NCA are released by the DBM with a matrix listing the recipient Provinces and the corresponding amounts.  The individual funding checks per LGU are issued by the DBM RO to the Government Servicing Bank instructing the bank to credit the respective account of the LGU.  

The following are part of the fixed tranche but are uncovered by the described process above: 

a. 
Based on procurement plan approved by the Joint Appraisal Committee and forwarded by the DOH to the DBM, Funds earmarked for the pooled procurement of goods valued at P2.5 million or more which will be retained by DBM and transferred to the DBM - Procurement Service as and when appropriate.  The payments are then released by DBM - Procurement Service directly to suppliers  

b.  Funds earmarked for civil works, which will be transferred to the province upon completion of each prescribed work installment and based on requisite documentation that has been approved by the DOH. 

In summary, the EC grant, excluding the exceptions enumerated in the previous paragraph, flows through the usual GOP funds flow, and released to the Province on a specific budget line item indicated as HSDP in the LGU Provincial Budget.  

Chart 4.2.7.a shows the flow of funds of the EC Grant from EC to the BS Provinces (not applicable to the exclusions above) while the detailed matrix table (Chart 4.2.7.b) shows the corresponding process flow with details on the documentation requirements as well as approving levels of authority and expected output documents for each relevant transaction.

Chart 4.2.7.a: Funds Flow of EC Grant as Budget Support to BS Provinces

Chart 4.2.7.b: Process Flow for EC Grant as Budget Support to BS Provinces
	SEQ
	AGENCY
	ACTIVITY DESCRIPTION
	DOCUMENTS REQUIRED
	APPROVING AUTHORITY/ SIGNATORY
	OUTPUT DOCUMENT

	1
	DOH
	· Send letter request to EC for release of grant funds
	
	· DOH Asec SMCO or Head BIHC
	· First Release: 

-  Compliance Report and all supporting 
    documents

-   Approved MOA between DOH, DBM  

    and EC

-   Letter Request for  release of grant  

    funds

(Provide BTr with copy of the Grant Agreement and the MOA between DOH, DBM and EC)

· Subsequent Releases: 

  -   Letter request for release of grant  

      funds with amounts based on the  

      annual allocations approved by EC  
      (copy to DBM)

	2
	EC
	· Release grant funds to GoP thru BSP/BTr
· Informs DOH and DBM of transfer of grant funds
	· First Release: 

-  Compliance Report and 
    all supporting 

    documents

-   Approved MOA between 
   DOH, DBM  and EC

-   Letter Request for  
    release of grant  

     funds

· Subsequent Releases: 

-  Letter request for 
 release of grant  funds with amounts based on the  annual allocations approved by EC  
	· EC authorized official
	· Transfer Advice to BSP, cc: DBM

· Letter to DOH

	3
	DOH and EC
	· Provides approval to DBM for the release of funds to LGUs
	· Letter of approval with the allocation table indicating amounts per LGU
	· DOH Asec SMCO or Head BIHC
	

	4
	GoP:

-  BSP

-  BTr


	· Process receipt of EC Grant funds in accordance with GoP standard funds flow for grant and loan funds
	· Transfer Advice to BSP from EC
	
	· Notice of Fund Availability (NFA) by BTr to DBM

	5
	DBM


	· Issues SARO and NCA

· Issues funding check for credit to current bank account of LGU (General Fund)
· With formation to DOH and EC
	· NFA

· DOH letter approval
	· DBM approved levels of authority
	· NCA and SARO

· Funding Check to the General Fund account of the LGU

	6
	LGU
	· Receives EC Grant funds and records the receipt in the registry/book of accounts
	
	
	

	
	
	· Disburses funds pursuant to the Sanggunian Appropriations Ordinance, approved Budget and in accordance with accounting, budgeting, and auditing rules
	· Disbursement voucher together with all supporting documents
	· LGU approved levels of authority for disbursements
	


b. Fund and Process Flows of EC Grant to TF Provinces

The World Bank shall administer the EC Grant funds to the TF Provinces in accordance with the terms and conditions stipulated in the Administrative Agreement between the WB and EC.   The EC Grant funds of the TF provinces shall be released by the DBM through the BTr and credited in the Trust Fund Bank Account for HSDP which the TF Province will open and maintain for all its HSDP transactions.

Chart 4.2.8.a illustrates the flow of funds for the EC Grant from EC to the TF Provinces while the detailed matrix table Chart 4.2.8.b shows the process flow with details on the documentation requirements as well as approving levels of authority and expected output documents for each relevant transaction.

Chart 4.2.8.a. Funds Flow of EC Grant to TF Provinces 





Chart 4.2.8.b Process Flow of EC Grant to TF Provinces
	SEQ
	AGENCY
	ACTIVITY DESCRIPTION
	DOCUMENTS REQUIRED
	APPROVING AUTHORITY/ SIGNATORY
	OUTPUT DOCUMENT

	1
	EC
	· Release grant funds to WB based on Administration Agreement
	· Administration Agreement between WB and EC
	
	

	2
	DOH
	· Provides approval to DBM for the release of funds to LGUs

· For the initial release:  Submits WA and DOE to WB based on SLAs of LGUs
	· Letter of approval with the allocation table indicating amounts per LGU
· SLAs of LGUs
· LGU Performance Report
	· DOH Asec SMCO or Head BIHC
	· Letter of approval to DBM with DOH Reports 

	3
	LGU
	· For subsequent releases:  Submits WA and SOE to WB thru DOH
	· LGU Performance Report
	· Provincial Governor
	· Subsequent Release:

· Withdrawal Application/SOE

· LGU Performance Report including Financial Statements 

	4
	WB
	· Release grant funds to GoP 
	· Initial Release: 

· Withdrawal Application/SOE based on SLAs’ allocations (indicating Initial Release)

· Subsequent Releases: 

· DOH Letter Request indicating amounts to be withdrawn

· Withdrawal Application/SOE

· LGU Performance Report  
	· WB authorized official
	· Transfer Advice to BSP, cc: DBM

· Letter to DOH

	5
	GoP:

-BSP

-BTr
	· Process receipt of WB Grant funds in accordance with GoP standard funds flow for grant and loan funds
	· Transfer Advice to BSP from WB
· Certificate of Receipt of Grant Proceeds
	
	· Notice of Fund Availability (NFA)

	6
	DBM
	· Issues SARO and NCA to BTr
	· NFA

· DOH Letter approval
	· DBM approved levels of authority
	· NCA and SARO

	7
	BTr
	· Transfers grant proceeds to Trust Fund bank account of LGU
	· SARO and NCA from DBM
	
	· Notice of Fund Transfer to LGU

	8
	LGU
	· Receives EC Grant funds and records the receipt in the registry/book of accounts
	
	
	

	
	
	· Disburses funds on the approved Annual Operations Plan attached to the Service Level Agreement with DOH and in accordance with accounting, budgeting, and auditing rules
	· Disbursement voucher together with all supporting documents
	· LGU approved levels of authority for disbursements
	


c.  Process Flow of DOH Counterpart to the EC Grant

The 16 Convergence Provinces will request for the release of the DOH Counterpart based on the approved Annual Operations Plan.  The request will be reviewed by BLHD and endorsed to the DOH-SMCT for approval.  The ObR and disbursement vouchers (DVs) for the 16 provinces will be prepared by BLHD and submitted to DOH-Finance for processing the release of grant to the LGUs.  DOH Counterpart Funds shall be credited to the respective bank accounts of the LGU where the EC Grant funds are maintained.

Chart 4.2.9 shows the process flow for the release of the DOH Counterpart funds to the LGUs showing the documentation requirements as well as approving levels of authority and expected output documents for each relevant transaction.   
Chart 4.2.9:   Process Flow of DOH Counterpart to EC Grant as Released to the LGUs (BS and TF Provinces)

	SEQ
	AGENCY
	ACTIVITY DESCRIPTION
	DOCUMENTS REQUIRED
	APPROVING AUTHORITY/ SIGNATORY
	OUTPUT DOCUMENTS

	1
	DOH
	·     Request for release of comprehensive allotment based on SLAs relative to the HSDP under the GAA
	· Agency Budget Matrix
· Monthly Cash Program
· Budgetary Requirement per LGU
	
	

	2
	DBM
	· Release comprehensive allotment to DOH based on DOH request
· Include the monthly cash requirement for the HSDP in the Cash Release Program for the DOH
· Issues NCA to DOH
	· Approved Agency Budget Matrix
· DOH Letter request with details on amounts per LGUs
· LGU SLAs
	
	· NCA

	3
	PROVINCE  / LGU
	· Prepare and send letter request to DOH-SMCT for the release of DOH Counterpart Funds
	· Letter Request
· Approved Operations Plan (AOP)
	Provincial Governor
	· Letter Request
· Approved AOP

	4
	DOH – SMCT
	· Reviews request for release of DOH Counterpart funds against approved AOP and SLA between DOH and LGU
· Approves request 
	· LGU Letter Request
· Annual Operations Plan
· Service Level Agreement
	DOH-SMCT head
	· DOH-SMCT approval on the LGU request

	5
	DOH Finance
	· Based on NCA received from DBM,  informs BLHD that counterpart funds are available for release
	
	
	

	6
	DOH BLHD
	· Prepares the ObR and the DVs with supporting documents (per SLAs) for the 16 LGUs
	· LGU Letter Request
· DOH-SMCT approval
	
	· ObR and DV

	7
	DOH - Finance
	· Process approval for obligation and the corresponding DVs with supporting documents (per SLAs) for 16 LGUs
· Issues MDS check for credit to current bank account (General Fund) for BS Provinces or  (Trust Fund) for TF Provinces
· Records DOH counterpart fund release 
	· LGU Letter Request
· DOH-SMCT approval
· Approved ObR
	DOH approved levels of authority for voucher approval
	· DOH recommendation to DBM for release signed by Finance Head

	8
	LGU
	· Receives DOH Counterpart Funds and records in the registry/book of accounts
	
	
	

	
	
	·   Disburses funds on the approved Annual Operations Plan attached to the Service Level Agreement with DOH and in accordance with accounting, budgeting, and auditing rules
	· Disbursement voucher together with all supporting documents
	LGU approved levels of authority for disbursements
	


3. Determination of Amount of Variable Tranche to be Released

The process flow for the release of the variable allocation follows that for the fixed allocation. However, since variable tranche releases are based on milestones for completion of activities and outputs, linked to performance indicators as defined in the Annual SLA, a process of determining the eligible amount of variable tranche occurs prior to release of the variable allocation.

1. The Province submits to the CHD/RICT a letter of request for the release of the variable tranche, signed by the Governor and supported by the LGU’s performance report. The request should state the level of performance achieved and the amount of variable tranche as determined by the Province through a self-assessment of its accomplishment on the milestones as stipulated in the Service Level Agreement.

2. The CHD/RICT reviews the letter of request and validates the performance achievement and the amount of variable tranche eligible for release against SLA and Operations Plan. Subsequently, forwards its assessment report together with the Province’s letter of request to BLHD through the FICT. The Province will be provided with a copy of the CHD assessment report.

3. BLHD certifies the CHD assessment report and endorses this to the DOH-SMCT. DOH-SMCT through the BIHC endorses to the JAC the eligible amount of variable tranche to be released to the Province. 

4. Once the JAC gives its concurrence, the DOH-SMCT officially endorses the amounts to DBM for release of variable tranche following the process flow per Flow Chart 4.2.7.b and 4.2.8.b re: Release of EC Grant to BS and TF Provinces, respectively.

Chart 4.2.10 shows process flow of documentation requirements as well as approving levels of authority and expected output documents for each relevant transaction.

Chart 4.2.10. Process Flow for Determination of Amount of Variable Tranche to be Released

	SEQ
	AGENCY
	ACTIVITY DESCRIPTION
	DOCUMENTS REQUIRED
	APPROVING AUTHORITY/ SIGNATORY
	OUTPUT DOCUMENT

	1
	PROVINCE  / LGU
	· Send letter request for release of variable tranche
	· Letter Request

· Performance Report
	Provincial Governor
	· Letter Request

· Performance Report

	2
	CHD

RICT
	· Reviews request for release of variable tranche

· Validates level of performance achieved against SLA milestones 

· Determines eligibility of amount 

· Endorses request
	· LGU Letter Request

· Performance Report 

· Operations Plan

· Service Level Agreement
	CHD Head
	· CHD Assessment Report

· CHD & RICT joint endorsement

	3
	BLHD
	· Certifies CHD assessment report

· Endorse to DOH-SMCT for approval; copy furnished FICT 
	· LGU Letter Request

· Performance Report

· CHD Assessment Report

· CHD & RICT joint endorsement
	BLHD Head
	

	4
	DOH-SMCT

BIHC
	· Reviews and endorses LGU request for variable tranche release to JAC
	· LGU Letter Request

· Performance Report

· CHD Assessment Report

· CHD & RICT joint endorsement

· BLHD endorsement
	DOH-SMCT Head
	· DOH-SMCT approval

	5
	JAC
	· Reviews and endorses LGU request for variable tranche release
	· LGU Letter Request

· Performance Report

· CHD Assessment Report

· CHD & RICT joint endorsement

· BLHD endorsement

· DOH-SMCT approval
	JAC Chairperson
	· JAC Approval

	6
	DBM
	· Process release of variable tranche (Refer to Charts 4.2.7.b for BS Provinces  and 4.2.8.b  for TF Provinces)
	· LGU Letter Request

· DOH-SMCT Approval

· JAC Approval
	DBM approved levels of authority
	


F.  Financial Reports

Financial transactions are summarized and reflected in financial reports which outline recorded accountabilities compared with program implementation activities indicating appropriate actions taken with respect to any variances. The TF Provinces will abide by the financial reporting requirements of the World Bank. The BS Provinces shall be required to submit the following financial reports to the indicated recipients and in accordance with the indicated deadlines:

Table 4.2.11 Financial Reports required from F1 for Health Convergence Sites

	Frequency
	REPORT
	Submitted to
	DEADLINE

	Quarterly
	Balance Sheet and Statement of Sources and Uses of Funds by Activities (BS and TF Provinces)
	· DOH – SMCT
	Forty five (45) days from the close of each of March 31, June 30, September 30 and December 31

	
	Bank Reconciliation Statement for the Special account (TF Province)
	· 
	

	ANNUAL
	Management assertion together with an attestation from external auditors concerning the adequacy of internal control over cash-based financial reporting for trust funds as a whole.  
	· EC
· World Bank

· JAC
· DOH
	Four (4) months following the end of each fiscal year

	
	Audited Financial Statements by COA
	
	

	
	Annual Operations Plan, indicating programs, projects, and activities including its sources of funds 
	
	

	
	Annual Progress Report on Activities based on the Operations Plan, Service Level Agreement and PIPH
	
	

	
	Internal Audit Report indicating the following:

· Adequacy of internal accounting control system

· Results of compliance testing to the internal accounting control system 

· LGU’s subsequent actions and/or commitments to resolve the audit findings
	
	

	
	Drugs, Medicines & Supplies Inventory Report
	
	

	
	Property , Plant & Equipment Inventory Report
	
	


G.  Internal Control System

Weak internal control system has been identified as one of the major areas for improvement in Public Finance Management.  Consequently, there is an urgent need for the TF Provinces to improve its internal control system while the BS Provinces should be able to at least maintain its present internal control system or endeavor to further improve the system.  Improvements in internal control system would be a clear indication of the LGU’s commitment to continually improve fiscal and financial management of the Province.

The basic principle on Internal Control System ensures that only authorized transactions are processed, authorized transactions are properly recorded to serve as a basis for financial reports, and that the access to and use of assets are controlled.  Accordingly, the following internal accounting control systems shall be adopted by the Province:

1. Authorized transactions are properly recorded following generally accepted accounting principles to serve as a basis for financial reports:

a. DOH shall adopt the accounting policies and procedures prescribed in the National Government Accounting System (NGAS) as prescribed by the Commission on Audit (COA).  Accordingly, the internal accounting policies attendant thereto shall be implemented.  On the other hand, the LGU shall adopt the New Government Accounting System (NGAS) for Local Government Units.

b. One set of subsidiary ledger records shall be maintained to account for and monitor all financial transactions chargeable to the EC Grant and DOH Counterpart.  These accounting records are not the official accounting books of the LGU but shall be considered an integral part of the main books of accounts and as such, shall be under the full accountability of the Accounting Head.  Records to be maintained are the General Ledger, General Journal, Cash Receipts Book, Cash Disbursements Book and detailed subsidiary ledgers for purchases, consultancy services, training, workshops, and other operating costs.

c. Financial reports as defined under section F of this Chapter shall be submitted to the DOH, EC, and the World Bank following the deadlines indicated therein and using the same format of reports submitted to government regulatory agencies.

2. Authorized transactions are processed in accordance with management policies and the Financing Agreement:

a. Approval of transactions shall be as follows:

· Initiating unit for eligibility of expenditures
· Budget division for availability of budget
· Accounting Division for the availability of fund, completeness of supporting documents and appropriateness of the accounting entry 
· Cashier for the release of checks.  
b. Signatories to the checks shall be based on the level of expenditures defined and authorized by LGU under its regular disbursement policy.  

c. A Special Bank Account shall be maintained by TF Provinces to be used in monitoring receipts and disbursements of the EC Grant and DOH Counterpart. 

d. The Service Level Agreement (SLA) shall be used to define the activities that will implement the LGU component of the program and other components to be implemented by other entities outside the Central DOH.  Fund releases shall be in tranches based on attainment of milestones as defined in the SLA.

3. Access to and use of assets are controlled with corresponding safeguards in place:

a. Financial planning and budgeting activities shall be jointly participated by DOH, concerned DOH agencies and the LGUs.  

b. Financial reporting system shall ensure regular periodic review of financial reports concurrently with review of progress in operational performance. 

c. LGU shall implement an effective and efficient Inventory Management System that will ensure proper tracking of inventory movements (receipts and issuances).  Such system shall include the following: 

· Use of supplies ledger cards by accounting section and inventory stock cards by inventory section with balances to be reconciled immediately after the year-end inventory count.

· Conduct of annual physical count of inventory items procured using loan proceeds.

· Preparation of Inventory Reports with the appropriate reconciliation of variances between results of actual count and accounting records.

d. LGU shall implement an effective and efficient Fixed Asset Management System that will ensure proper tracking of property movements (receipts and issuances).  Such system shall include the following: 

· Use of property ledger cards by Property Section (or its equivalent office in the LGU) with balances to be reconciled against accounting records immediately after the year-end inventory count.

· Conduct of annual physical count of inventory items procured using loan proceeds with balances reconciled against the accounting records for the HSDP.

e. Preparation of Inventory Reports with the appropriate reconciliation of variances between results of actual count and accounting records.

f. Internal Audit review shall be conducted on an annual basis to evaluate adequacy of internal accounting system and monitor compliance thereto by the Province.  Accordingly, the Province should ensure that its internal audit staff has the appropriate skills to undertake these tasks.

H.  Audit Arrangements 

Audit arrangements shall be in accordance with Financing Agreement between EC and the Republic of the Philippines for the Health Sector Policy Support Program, the Loan Agreement between the WB and GOP for the National Sector Support for Health Reforms, and the Grant Agreement between the WB and GOP for Health Sector Reform Project Grant No. TF 09182 (covering the EC Grant to the TF provinces administered by the World Bank).
Section 6.01 of the Loan Agreement stipulates that financial transactions and financial statements with respect to the Grant shall be subject to the internal and external auditing procedures laid down in the financial regulations, rules and directives of the World Bank Group entity.

1. Internal Audit:  Internal Audit is an independent appraisal activity within the Program for the review of accounting, financial and other operations to measure effectiveness of internal control.  It determines compliance to requirements on the utilization and accounting of donor funds.  

a. The Program shall be subject to an Internal Audit Review on a semi-annual basis with the corresponding report for the Provinces submitted to the EC, World Bank and the DOH within 30 days from audit completion and the Internal Audit report for DBM submitted to EC and World Bank within 30 days from audit completion.

b. The Internal Audit function of the Province, DOH, and DBM shall be improved with re-training of and intensive capacity building for its audit staff.  An internal audit firm will be consulted on this.

2. External Audit:  In addition to the internal audit review, independent audit examinations will be made as follows:

a. The external auditor of the Program will be the Commission on Audit (COA) in the Province, DOH, and DBM.  A copy of the audited financial statements with respect to the EC Grant including the funds from all donors on an aggregate basis shall be submitted to the EC, the World Bank, and the DOH.  In addition, the Management Letter shall be submitted showing COA audit findings, recommendations and LGU’s actions or measures to resolve the findings.  The Audit Report and Management Letter shall be submitted to EC and the World Bank not later than six (6) months after the end of the fiscal year of the Program.   Delay in the submission of these reports is a breach of the Financing Agreement and the Grant Agreement and shall automatically give the right to EC and WB, respectively, to suspend disbursements on the Grant Fund.  The submission of the Audit Report and Management Letter to the EC and the World Bank shall be the responsibility of the Provincial Finance Officer (or his/her equivalent) and not the COA.  

b. The EC shall commission annual external audits – a general ex-post audit of all expenditures incurred in the plans and special ex-post audits of works. 

c. Article 15 of the Financing Agreement further stipulates that, in conformity with its financial regulations, the European Community may undertake, including an on-the-spot, checks related to the programs and activities financed by the grant funds.  Accordingly, the Province should make available to the competent bodies of the European Community upon request, all relevant financial information, including statements of accounts concerning the program or activity financed by the grant fund (whether executed by such World Bank Group entity or by a subcontractor).  These audits will be based on standard compliance test to be performed after the liquidation of each installment.  

d. The World Bank will have the responsibility for the auditing of the expenditures funded through the Trust Fund, in line with the provisions of the EC-WB Administrative Agreement.

 4.3 Procurement(   
Procurement
A. Applicable Law

All procurement for F1 implementation shall be governed by the provisions of Republic Act (R.A.) No. 9184, otherwise known as the Government Procurement Reform Act, and its Implementing Rules and Regulations (IRR-A). R.A. 9184 stipulates that all procurement shall be done through Competitive Bidding. Other procurement methods or alternative modes of procurement may be used but shall be limited to exceptional situations enumerated hereunder.
For Budget Support Provinces 
, procurement finance using the EC grant will be in accordance with R.A. 9184and IRR-A as described below. Procurement financed by the DOH counterpart loaned from the World Bank will also generally follow procedures in accordance with R.A. 9184, as harmonized with the World Bank, and in accordance with Section 4 of R.A. 9184 that provides for observance of any international or executive agreement to which the Philippine government is a signatory. 
For Trust Fund Provinces, procedures for procurement co-financed by the EC grant and the DOH counterpart loaned from the World Bank will also follow R.A. 9184 as harmonized with the World Bank.  The EC grant and DOH counterpart funds, loaned by the World Bank, and used for the procurement of goods, services and civil works, are to be administered under a co-financing agreement which provides for them to be treated as a single source of funds.  This single source of funds under the co-financing arrangements should be identified for procurement planning and execution of procurement processes.
B. General Guidelines

1. Annual Procurement Plan (APP)
Annual procurement plans and the bidding documents for the first 12 months of the program must be prepared by the Bids and Awards Committee (BAC) and approved by the Provincial Governor. Only activities indicated in the APP will be eligible for financing under the Grant. Also, civil works to be funded by the EC grant and the DOH counterpart to the grant will cover only refurbishment works. 
The DOH or the Bank shall review the procurement arrangements proposed in the APP of BS Provinces or TF Provinces, respectively, for its conformity with the Grant Agreement. 
For Budget Support Provinces, the DOH will also oversee the implementation of the procurement process and provide necessary technical support through the Central Office and Bids and Awards Committee (COBAC) and the CHDs, in close collaboration with GPPB-TSO and the TA4HSP.  In addition to the technical support for the implementation processes mentioned above the TA4HSP can assist the LGU with capacity building for procurement staff at LGUs and LGUs can identify their requirements in respect of this in their PFM improvement plans. 
For Trust Fund provinces, any revisions proposed to the APP shall be furnished to the Bank for its prior approval.
2. Competitive Public Bidding

As a general rule, procurement shall be done through competitive public bidding in accordance with R.A. 9184and its IRR-A using the procedures and methodology outlined in the Generic Procurement Manuals (GPM) and the appropriate Philippine Bidding Documents (PBD), subject to certain exceptions as will be defined and provided in the respective sections of the bidding documents.

Adoption of the PBDs and the GPMs shall be formalized through an order from the Provincial Governor directing the BAC and other units to use the PBDs and the GPMs. The GPMs and this section of this Manual provide specific instructions to stakeholders on (i) procurement requirements of R.A. 9184including those required by the Bank, (ii) mandatory compliance with the APP and updates, (iii) posting of Invitation to Apply for Eligibility and to Bid (IAEB) and awards in the Philippine Government Electronic Procurement System (PhilGEPS), (iv) civil society participation in the procurement processes, (v) use of the PBDs; (vi) mandatory registration of procuring entities and suppliers/contractors to PhilGEPS.

Procurement of Goods Above Certain Thresholds for Budget Support Provinces
For Budget Support provinces, procurement of goods valued at PhP 2,500,000 or more will be undertaken through the Procurement Service of the Department of Budget and Management, based on consolidated procurement plans produced by the Province in collaboration with its municipalities. The PS will further be in charge of  the contracting and payments to the suppliers. Certification of service provided and goods for payment will be done by the Province and sent to PS. PS will receive from the Province the standard remuneration for its services. 

Procurement of goods over US$50,000 and using the DOH counterpart obtained from the WB loan will follow R. A. 9184, as harmonized with the World Bank, procurement procedures.

3. The Alternative Methods for the Procurement of Goods Services, and Civil Works 

For Budget Support Provinces, the alternative methods of procurement for Budget Support Provinces shall conform with R.A. 9184and its IRR-A. 

For Trust Fund Provinces, the rules on alternative modes of procurement shall conform with the procurement guidelines of the Bank and shall be limited to the following:

· Shopping 

· Direct Contracting

· Repeat Order

· Negotiated Procurement

· Contract by Administration

4. Technical Support 

The Province may seek the assistance of the Government Procurement Policy Board – Technical Support Office (GPPB-TSO) for capacity building on procurement systems and procedures. The GPPB-TSO is available for technical consultations and trainings, and will conduct on-site visits to address procurement issues raised by the Province.

For procurement of civil works, the Province, on a voluntary basis, may also avail of the technical assistance of the DOH’s National Center for Health Facility Development (NCHFD) (see Table below). The NCHFD will review, upon request from the provinces, (i) the tender dossiers Bidding Documents prior to their issuance, (ii) the tender bid evaluation reports, and (iii) the end-of-work status reports and the draft certificates of acceptance, and provide advice regarding the conformity of the transactions to procurement rules and regulations. 

The technical assistance from GPPB-TSO and the NCHFD aims at ensuring effective procurement in conformity with Philippine legislation and thus limit the fiduciary risk for the provinces following the ex-post audits.

Table 4.3.1. Technical Assistance from DOH to Interested Provinces in the Procurement of Works
	
	PROVINCE
	NATIONAL CENTER FOR HEALTH FACILITY DEVELOPMENT
Optional, upon request from provinces

	Works planning
	· Consolidated works procurement plan (part of the provincial health plan)
	

	Tendering
	· Preparation of tender dossier and tendering plan (Provincial Engineer)
· Process tender
	· Review conformity with procurement legislation
· Technical advice

	Evaluation
	· Provincial Bids & Award Committee (+ representation of municipalities, CHD, civil society, etc)
· Evaluation report
	· Review of tender evaluation reports
· Technical advice 


	Contracting
	· Preparation of works contract (Provincial Engineer)
· Contract signature
	

	Follow up of works
	· Follow up by the Provincial Engineer
· Provincial Engineer prepares End of Work Status Report
	· Monitoring of civil works progress

	Acceptance
	· Draft certificate of acceptance
· Acceptance of works
	· Review of End of Work Status Report and Draft Certificate of Acceptance
· Technical advice


C. The Alternative Methods for the Procurement of Goods and Services, and Civil Works

1. Basic Conditions

The following steps must be undertaken before resorting to any of the alternative modes of procurement: 

a.
 The alternative mode of procurement to be used shall be as indicated in the approved APP. If the original mode of procurement recommended in the APP was done in public bidding but cannot be ultimately pursued, the BAC, through a resolution, shall justify and recommend the change in the mode of procurement.
b. 
Prior approval of the Provincial Governor on the use of alternative mode of procurement, as recommended by the BAC, shall be obtained.
c. 
The BAC, through the Secretariat, shall post for information purposes the Invitations to Apply for Eligibility and to Bid (IAEBs), notices of procurement, or Requests for Quotation (RFQ), in case of Direct Contracting, for a period of seven (7) calendar days 
 prior to the opening of the bids in all of the following:
· The Philippine Government Electronic Procurement System (PhilGEPS); 
· The website of the Procuring Entity and its electronic procurement service provider, if any; and
· Any conspicuous place in the premises of the Procuring Entity.
d. The BAC, through the Secretariat, shall also post the award of contract in all of the above sites. 
For Trust Fund Provinces

In addition, the following steps shall be taken by Trust Fund Provinces:
a. 
A “no objection letter” must be secured from the Bank before resort to any of the alternative modes of procurement.
b. 
    The Procuring Entity shall furnish the Bank, for its prior review and comments, the IAEB or RFQ, as the case may be, technical 
        specifications and draft contract. The Procuring Entity shall make such modifications in the said documents as the Bank shall reasonably  

        request.  Any further modification in the IAEB or RFQ as well as in the bidding documents (through issuance of Bid Bulletin) shall require 
        the Bank’s approval before posting of the IAEB or RFQ in the websites and/or issuance of the selected supplier.     

c.     The first contract entered into for each alternative mode of procurement is subject to the Bank’s prior review.
d. 
During contract implementation, before (i) granting a material extension of the stipulated time for performance of a contract or (ii) agreeing to any modification or waiver of the conditions of such contract, the procuring entity shall first seek the Bank’s no objection to the proposed extension or modification. If the Bank determines that the proposal would be inconsistent with the provisions of the Grant Agreement and/or APP, it shall promptly inform the procuring entity and state the reasons for its determination. A copy of all amendments to the contract shall be furnished to the Bank for its record.
2. Direct Contracting

DIRECT CONTRACTING or SINGLE SOURCE PROCUREMENT is a method of procurement that does not require elaborate bidding documents. The bidder is simply asked to submit a price quotation or a pro-forma invoice together with the conditions of sale. The offer may be accepted immediately or after some negotiations. (IRR-A Section 50)
When shall Direct Contracting be allowed? 

For Budget Support Provinces 

Direct Contracting may be resorted to by the Budget Support Provinces under any of the following conditions:
a. Procurement of items of proprietary nature which can be obtained only from the proprietary source, i.e., when patents, trade secrets and copyrights prohibit others from manufacturing the same item. This is applicable when the goods or services being procured are covered by a patent, trade secret or copyright duly acquired under the law. 

b. When the procurement of critical plant components from a specific manufacturer, supplier or distributor is a condition precedent to hold a contractor to guarantee its project performance in accordance with the provisions of its contract. 

c. Those sold by an exclusive dealer or manufacturer that does not have sub-dealers selling at lower prices and for which no suitable substitute can be obtained at more advantageous terms to the Government. Exclusive dealership does not per se give rise to the use of direct contracting as an alternative mode. The supplier/contractor/ manufacturer must prove through proper documentation that it is the sole source of the said goods, equipment, or services required. 

For Trust Fund Provinces

Direct Contracting may be resorted if the required equipment is proprietary and obtainable only from one source or when the same is covered by patent rights 
. 

How can Direct Contracting be justified?
To justify the need to procure through Direct Contracting method, the BAC should conduct a survey of the industry and determine the supply source. This survey should confirm the exclusivity of the source of goods or services to be procured. In all cases where Direct Contracting is contemplated, the survey must be conducted prior to the commencement of the procurement process. Moreover, the Procuring Entity must justify the necessity for an item that may only be procured through Direct Contracting, and it must be able to prove that there is no suitable substitute in the market that can be obtained at more advantageous terms.
How is Direct Contracting conducted?

The following steps are undertaken in conducting Direct Contracting:
a. The BAC, through the BAC Secretariat with the assistance of the TWG, prepares the Request for Quotation (RFQ), technical specifications and draft contract in accordance with the procedures laid down in the IRR-A and in the PBDs.
b. The BAC, through the BAC Secretariat, identifies the supplier 
 from whom the goods will be procured.
c. If a pre-procurement conference is required or deemed necessary, the BAC holds such a conference. If a pre-procurement conference is held, the participants should confirm the existence of the conditions required by law for procurement through Direct Contracting.
d. The BAC sends the RFQ to the selected supplier. If necessary, negotiations are conducted to ensure that the Province is able to procure the goods at the most advantageous terms.
e. The BAC, through the BAC Secretariat, facilitates the contract signing and approval.
3. Repeat Order 

REPEAT ORDER is a method of procurement from the previous winning bidder, whenever there is a need to replenish under a contract previously awarded through Competitive Bidding. The procurement should be covered by the contingency provided for in the APP. 
Repeat Orders from the previous winning bidder may be resorted to by the Procuring Entity only in cases where the procured item is clearly superior to the other bids. This superiority must exist, not only in the price quoted but also in equipment reliability, availability of spare parts, after-sales service and delivery period, among others. The bid should not have been so closely contested, such that if bidding would be conducted again, the previous winning bidder would still have a high probability of winning.
When is Repeat Order Allowed? 

For Budget Support Provinces

Repeat Order may be resorted to by Budget Support Provinces if the following conditions are satisfied: 
a.
 The original contract must have been procured through competitive bidding; 
b. 
Contract prices of the Repeat Order must be the same as or lower than those in the original contract, provided that such prices are still the most advantageous to the Province after price verification;
c. 
The Repeat Order will not result in splitting of contracts, 
 requisitions or purchase orders, as provided for in Section 54.1 of the IRR-A;

d. 
Except in cases duly approved by the Government Procurement Policy Board, the Repeat Order shall be availed of only within six (6) months from the date of the Notice to Proceed (NTP) arising from the original contract; and
e.
 The Repeat Order should not exceed twenty-five percent (25%) of the quantity of each item in the original contract, and must be part of the contingency provided for in the APP. 
For Trust Fund Provinces

Repeat Order may be resorted to by Trust Fund Provinces if any of the following conditions exists: 
a. An existing contract for goods or works, awarded in accordance with procedures acceptable to the Bank, may be extended for additional goods or works of a similar nature up to a maximum of 10% of the original contract., The Bank shall be satisfied in such case that no advantage could be obtained by any further competition and that the prices on the extended contract are reasonable. Provisions for such extension, if considered likely in advance, shall be included in the original contract.
b. Repeat Order may be resorted to for the standardization of equipment or spare parts, to be compatible with existing equipment, may justify additional purchases from the original supplier. For such purchases to be justified, the original equipment shall be suitable, the number of new items shall generally be less than the existing number, the price shall be reasonable, and the advantages of another make or source of equipment shall have been considered and rejected on grounds acceptable to the Bank. 
How is procurement through Repeat Order done?

In order to procure through the Repeat Order method, the following steps mustl be followed:
a.
 The Project Management Office or end-user unit requests the procurement of additional units of goods previously procured or works already prosecuted. If the requirement is less than the prescribed percentage of the original price, it indicates/recommends the use of Repeat Order as a mode of procurement.
b. 
The BAC, through the BAC Secretariat, conducts a canvass or price monitoring of the prevailing market price to be procured and compares this with the price in the original contract.
c. 
The BAC confirms the price with the supplier 
that won the previous public bidding. 
d. 
If a pre-procurement conference is required or deemed necessary, the BAC holds the said conference. If such pre-procurement conference is held, the following must be done:
· The TWG reviews the specifications;
· The end-user unit or PMO confirms the additional requirement as to necessity and corresponding quantity; 
· The participants confirm if the price and terms in the original contract is most advantageous to the government; and
· The BAC determines the existence of the conditions required for procurement through Repeat Order.
e. 
The BAC recommends the conduct of a Repeat Order through a Resolution to be approved by the Provincial Governor.
f. 
The BAC Secretariat amends the APP to include the recommendation to the Provincial Governor on the use of Repeat Order as a mode of procurement.
g. 
The Provincial Governor approves the recommendation and the amended APP.
h. 
The BAC, through the Secretariat, confirms the Repeat Order with the previous supplier, and proceeds with the preparation of the Supplemental Contract or Purchase Order, using the Technical Specifications in the Bidding Documents used in the previous bidding.
i. 
The BAC, through the BAC Secretariat, facilitates the contract signing and approval, 
4. Shopping

SHOPPING is a method of procurement whereby the Procuring Entity simply requests for the submission of price quotations. 
When is Shopping allowed? 
For Budget Support Provinces
Shopping shall be employed by Budget Support Provinces only if the following conditions exist:
a. 
The goods to be procured are readily available off-the-shelf items or ordinary/regular equipment 
 
b. 
The suppliers from whom the goods are procured are of “known qualifications” and should be in good standing; 
 and
c. 
Any of the following situations occur: 
· When there is an unforeseen contingency requiring the immediate purchase of goods. However, the amount must not exceed Fifty Thousand Pesos (Php50,000.00) per transaction, and the aggregate amount of such purchases must not exceed the maximum allowed by the GAA.
· When ordinary or regular office supplies and equipment are not available in the PS and need to be procured. However, the price of such purchase must not exceed Two Hundred Fifty Thousand Pesos (Php250,000.00). 
For Trust Fund Provinces

Shopping shall be employed only by Trust Fund Provinces for the procurement of readily available off-the-shelf goods, or simple civil works in an amount not exceeding Fifty Thousand Dollars ($50,000.00) per transaction, or in cases of several transactions, the aggregate amount does not exceed the said amount. 
How is procurement through the Shopping method done?

The following steps need to be followed in procuring through the Shopping method:

1.
 The end-user unit or Project Management Office (PMO) submits a Purchase Request (PR) to the procurement unit indicating therein the urgency of the requirement. 
2. 
The BAC, through the BAC Secretariat, issues an invitation to at least three (3) suppliers 
 in good standing. However, in the case where immediate purchase is needed due to an unforeseen contingency, the same may be undertaken directly with a supplier and charged against cash advances. 
3. 
The supplier submits their bid either by letter, facsimile, or any other electronic means. 
4. 
Award shall be made by the BAC to the lowest bidder. The terms of the accepted offer shall be incorporated in a purchase order or a brief contract, which award shall be made by the BAC to the supplier with the lowest bid.
5. Negotiated Procurement 

NEGOTIATED PROCUREMENT is a method of procurement whereby the Procuring Entity directly negotiates a contract with a technically, legally and financially capable supplier or contractor. 
When is Negotiated Procurement allowed? 

For Budget Support Provinces

For the procurement of goods, Negotiated Procurement is employed by Budget Support Provinces only in any of the following cases:
a. 
Where there has been failure of public bidding for the second time provided in Section 35 of R.A. 9184;
b. 
In case of imminent danger to life or property during a state of calamity, or when time is of the essence arising from actual or man-made calamities or other causes where immediate action is necessary to prevent damage to or loss of life or property, or to restore vital public services, infrastructure facilities and other public utilities; 
c. 
If the Province is purchasing goods from another agency of the government, such as the PS; or if it lacks the proficiency or capability to undertake a particular procurement, as determined by the Provincial Governor, and requests another government agency to undertake such procurement activity or hires consultants or procuring agents to assist it directly and/or train its staff in the management of the procurement function;
d. 
Where the procurement does not fall under Shopping in Section 52(a) of the IRR-A and amounts to Fifty Thousand Pesos (P50,000.00) and below, provided that the procurement does not result in splitting of contracts.
For the procurement of civil works, Negotiated Procurement must be resorted to by Budget Support Provinces only if:
a. 
There has been a second failure of public bidding as provided in IRR-A Section 35;
b. 
There exists imminent danger to life or property during a state of calamity, or when time is of the essence arising from actual or man-made calamities or other causes where immediate action is necessary to prevent damage to or loss of life or property, or to restore vital public services, infrastructure facilities and other public utilities; 
c. 
A contract has been rescinded or terminated for causes provided for in the contract and existing laws, and the Province decides to take over, because immediate action is necessary to prevent damage to, or loss of, life or property, or to restore vital public services, infrastructure facilities and other public utilities;
d.
 The subject contract is adjacent or contiguous to an on-going infrastructure project, provided, however, that:
· The original contract is the result of Competitive Bidding; 
· The subject contract to be negotiated has a scope of work that is similar or related to that of the original contract; 
· The work is within its contracting capacity, considering its outstanding works in the ongoing contract and other ongoing awarded contracts; 
· The contractor uses the same prices or lower unit prices as in the original contract less mobilization cost; 
· The amount involved does not exceed the amount of the ongoing project; and 
· The contractor has no negative slippage.
In such instances, negotiations for the procurement must be commenced before the expiry of the original contract. (IRR-A Section 53 [d]) This negotiated contract can only be undertaken once for a particular ongoing infrastructure project; or
e. 
Where the procurement does not fall under Shopping in Section 52(a) of the IRR-A and amounts to Fifty Thousand Pesos (P50,000) and below, provided that the procurement does not result in splitting of contracts. 
For Trust Fund Provinces
Negotiated Procurement may be employed by Trust Fund Provinces only in case of imminent danger to life or property during a state of calamity, or when time is of the essence arising from actual or man-made calamities, or other causes where immediate action is necessary to prevent damage to or loss of life or property, or to restore vital public services, infrastructure facilities and other public utilities.
How is Negotiated Procurement conducted? 

The following steps are undertaken in purchasing through the Negotiated Procurement method:
a. 
The BAC convenes the appropriate officials for the pre-procurement conference if deemed necessary.
b. 
If the procurement is being negotiated because, 
· Two previous failures of bidding; 
· In case of imminent danger to life or property;
· When time is of the essence arising from actual or man-made calamities or other causes where immediate action is necessary to prevent damage to or loss of life or property; or 
· To restore vital public services, infrastructure facilities and other public utilities;
· the BAC, through the BAC Secretariat, issues invitations to at least three (3) suppliers or contractors of good standing for the latter to negotiate a contract. The Procuring Entity may draw these suppliers from its list of registered suppliers. 
c. 
If the procurement is being negotiated as a result of a terminated or rescinded contract being taken over because immediate action is necessary to prevent damage to, or loss of, life or property, or to restore vital public services, infrastructure facilities and other public utilities, then:
The contract may be negotiated starting with the second lowest calculated bidder for the project under consideration at the bidder’s original bid price. 
If negotiation fails, then negotiation shall be done with the third lowest calculated bidder at his original price. 
If the negotiation fails again, a short list of at least three (3) eligible contractors shall be invited to submit their bids, and negotiation shall be made starting with the lowest bidder.
Authority to negotiate contracts for projects under these exceptional cases shall be subject to prior approval by the Provincial Governor or his/her authorized representative, within their respective limits of approving authority. (IRR-A Section 54.2 [e])
d. 
The suppliers submit their proposals in a sealed envelope duly marked. 
e. 
The BAC, with the assistance of the TWG, evaluates the price tenders of the bidders. The BAC shall issue a resolution recommending to the Provincial Governor or his/her authorized representative of the award of the contract to the lowest calculated and responsive bidder for approval.
f. 
The BAC Secretariat / Procurement Unit prepares the contract, Purchase Order or Job Order for approval of the appropriate authorities, and serves the same to the winning bidder.
6. Contract by Administration 

CONTRACT BY ADMINISTRATION is a procedure by which the implementation of an infrastructure project civil works is carried out under the administration and supervision of the concerned agency thru its own personnel. This is the equivalent of Force Account under the Bank’s Guidelines.
When is Contract by Administration allowed? 

For Budget Support Provinces

a. 
In order that the Procuring Entity may consider undertaking the project concerned by administration or through force account, said Procuring Entity must:
· Have a track record 
 of having completed, or supervised a project, by administration or by contract, similar to and with a cost of at least fifty percent (50%) of the project at hand; and
· Own the tools and construction equipment to be used or have access to such tools and equipment owned by other government agencies. 

b. 
Any project costing Five Million (P5,000,000) or less may be undertaken by administration or force account by the implementing agency concerned, without further conditions.
c. 
For a project costing over Five Million (P5,000,000) may be undertaken by the agency concerned only in the following cases:
· Emergency arising from natural calamities or where immediate action is necessary to prevent imminent loss of life or property;

· To comply with government commitments, as certified by the concerned government authority; 

· Failure to award a contract after competitive bidding for a valid cause; 

· Termination or rescission of contract;

· Areas with critical peace and order problems as certified by the Local Peace and Order Council;

Provided, that prior authority shall be obtained from the Secretary of Public Works and Highways, if the project cost is Five Million (P5,000,000) up to Twenty Million (P20,000,000), or from the President of the Philippines, upon the favorable recommendation of the Secretary of Public Works and Highways, if the project cost is more than Twenty Million (P20,000,000). 
For Trust Fund Provinces

Contracts by Administration may be undertaken by an implementing agency only upon compliance with the following requirements:
a. 
It has a track record of having completed a project, by administration or by contract, similar to and with a cost of at least fifty percent (50%) of the project at hand; and
b.
 It owns tools and equipment to be used or to have access to such tools and equipment owned by other government agencies.
May contractors be used by the procuring entity for civil works to be undertaken by administration?
No contractor shall be used by the procuring entity, directly or indirectly for works undertaken by administration.
How are tools and equipment to be used by the implementing agency going to be procured?

Procurement of tools and construction equipment shall be subject to the rules on public bidding.
What are the requirements in order that the project may be undertaken in-house?

The labor component may be undertaken in-house by the procuring entity concerned if the workers are employees or personnel occupying regular plantilla positions in the implementing agent.
D. Special Requirements for Drugs and Medicines

For the procurement of drugs and medicines, the following requirements in addition to the minimum documentary requirements provided by RA 9184shall apply: 
a. 
Drugs and medicines to be procured should be listed in the most recent Philippine National Drug Formulary (PNDF) Essential Drug List (most current is Volume I Sixth Edition 2005) as mandated by Republic Act 6675 or the “Act to Promote , Require and Ensure an Adequate Supply, Distribution, Use and Acceptance of Drugs.” Executive Order No. 49 dated 21 January 1993, “Directing Mandatory use of the PNDF as the Basis for Procurement of Drug Products by the Government” and further instituted by the DOH through Administrative Order No. 163 s.2002, the “Implementing guidelines and procedures in the procurement and requisition of drugs and medicines by the DOH.” 
b. 
Specification in generic form as required in RA 6675, Section 11 of the Implementing Rules and Regulations. 
c. 
Bureau of Food and Drugs (BFAD) Certifications and Licenses, namely: 
· Valid and current License to Operate (LTO)
· Certificate of Good Manufacturing Practice (CGMP)
· Certificate of Product Registration (CPR). 
 4.4 
HRHMD(   
Human Resources for Health (HRH) Management and Development 
T

his Manual shall tackle two major items on management and development of Human Resource for Health (HRH) that should be integrated with the PIPH and annual operations plan: a) the institutionalization of the HRH Management and Development Systems, and b) the Province’s Training Plan 
A. Institutionalization of the HRH Management and Development Systems
The HRHMDS Package 

The Health Human Resource Development Bureau (HHRDB) has developed a human resources for health management and development systems (HRHMDS) package to address human resources for health (HRH) issues in LGUs. The HRHMDS package is part of the 25-year Human Resource for Health Master Plan (HRHMP) developed by the HHRDB in partnership with the Institute of Health Policy and Development Studies - National Institutes of Health (IHPDS-NIH) and the World Health Organization (WHO). 
General Objective
The HRHMDS Package’s general objective is to assist LGUs in resolving HRH issues and concerns in their area for more effective health service delivery by institutionalizing HRHMD systems in the FOURmula ONE for Health convergence sites.
Specific Objectives

· Implement advocacy strategies for the adaptation of HRHMD systems by the LGUs. 
· Provide technical assistance to LGUs in the implementation/operationalization of the HRHMD systems.
· Document the adaptation of the HRHMD systems by the LGUs. 
Requirements

Certain conditions need to be fulfilled to ensure success of the utilization of the HRHMD systems:
1. 
Advocacy and commitment setting between DOH-HHRDB and the LGUs. This shall take place in two phases:
· The first phase will be between the DOH-HHRDB and the LGUs local executives in coordination with SMCT and CHDs concerned (DOH-HRHMD Team).
· The second phase will be between the DOH-HHRDB and the LGUs implementing unit (HRHMD point person/s LGU-HRHMD Implementers)
2. 
In the second phase, the following conditions have to be in place:

· An HRH unit (with space and staff compliment) in the Provincial Health Office (PHO). It is recommended that similar units be established at the inter-local health zones (ILHZs). Further, it is suggested that health personnel and planning officers from the Provincial and/or Municipal Offices be part of the HRH unit staff complement. Should the Province decide to hire personnel for the HRH unit/s, consideration may be based on the recommended staff complement as proposed below. The PHO shall exercise supervision and control of the unit.

· There should be at least three to five personnel for the unit working on a full-time basis:

1. 
Unit head – at least SG 18 with competencies on supervision, HRH management and development systems management and implementation and/or personnel management, health programs management and implementation.
2. 
Technical staff (1-3 persons) – at least SG 11-15 with competencies on HRH management and development systems information and/or personnel management, health programs implementation
3. 
Clerk/computer operator – at least SG 8; with competencies on information technology and administrative support
· HRH unit is provided with a budget and other logistical support to implement the HRHMD system/s

· There is at least one computer dedicated to HRH information system, another computer for the unit’s operation, and a printer. 

Tasks of the HRH Unit

The HRH shall perform the following tasks:
· Facilitate the adaptation/implementation of HRHMD systems in the province/city/ILHZ/municipality

· Prepare proposal/s with budgetary requirement to implement HRHMD systems in the province/city/ILHZ/municipality.

· Maintain and operate HRH information system for the province/city/ILHZ/municipality.

· Coordinate/oversee the conduct of HRH training and development activities at the province/city/ILHZ/municipality.

· Coordinate with DOH-HRHMD Team for technical assistance and related activities like monitoring and evaluation.

· Provide technical assistance to similar unit in the municipalities if any.

HRHMD Systems for Institutionalization
Some provinces have started activities with the HHRDB and the CHD-HHRD Unit to install the HRHMD Systems. Each province, in whatever stage, shall coordinate closely with the HHRDB and the HHRDU in institutionalizing the HRHMD systems.
There are six systems to be installed:
· Human Resource Planning 

· Job-related Recruitment and Selection System/Targeted Selection System

· Performance management

· Training and Development Needs Analysis

· Career Development and Management Systems, with four subsystems, namely:

· Individual Career Planning

· Career Pathing/Charting

· Succession Management

· Retention Planning

· HRH Information System

The training-orientation for each system will have a duration of 1 to 2 days, or at least 10 days for all the systems. It is recommended that the training-orientation be scheduled within the first year of the five-year PIPH.

The DOH-HRHMD Team shall provide the initial training operation for all HRHMD systems and subsystems. The LGU-HRHMD Implementer further conducts at least one training-orientation for the province and/or municipalities. The LGU shall be responsible for estimating additional number of training to install HRHMD systems. 

Cost estimates for the training-orientation of a HRHMD system is in Annex B.

Expected Outcomes/Results from HRHD System Institutionalization
· Provision for incentives and rewards for good performance; not just incentives to keep people in the job. - Performance Management System

It is common to give additional incentives to all personnel whether or not one is a better performer than the other. Financial incentive is often the only reward given. PMS will look into differentiating and/or identifying the better performer and thus give her/him better incentive/reward for a job well done. Reward may not necessarily be financial as may be in the form of certificate, public acclamation upon completion of a job. e.g., Implementation of the Program on Rewards and Incentives for Service Excellence (PRAISE); Recognition for High Performers given during DOH anniversary celebrations.

· Thorough and rational identification of training and development programs- Training and development Needs Analysis

It has been the practice that training programs are not based on specific training needs of the staff. This has resulted to staff attending trainings not suited to their level and/or functions. A competency-based training needs analysis will help save limited resource. It can also lead to better identification of training needs that will redound to the development of appropriate training programs suitable to the staff’s level of needs and functions. Furthermore ensure that the training program will be translated to better job performance.

· Organizational competency requirements are matched with the individual competency and interests. – Job-related Recruitment and Selection System

The system ensures fairness in personnel selection through the use of tests, behavioral-oriented interviews and other selection devices. It also provides guidance to the Appointing Authority in choosing the most qualified person for the job

· Strategies for acquiring needed HR for effective health services delivery. –Human Resource Planning 

Determination of human resource requirements are based on the thrust and strategies of the organization and existing health needs.

· Provisions programs that can respond to the low morale, motivational needs and career paths. - Career Development and management Systems

The following programs are being implemented by the DOH to attract and retain our health workers: 
· Opportunities for local and international fellowships, short (1-3 month medical and paramedical courses) and long-term courses such as completion of post-graduate degree, e.g., Masters in Public Health, Masters in Hospital Administration
· Medical tourism that will provide opportunities for physicians and other health workers to expand their client base. 
· DOH is collaborating with the Department of Budget and Management (DBM) for the implementation of the nursing Act that calls for the increase in nurses’ salaries.

· Implementation of Administrative Order No. 92, s. 2003 dated September 22, 2003 which allows the private practice of medical and paramedical hospitals under certain conditions.

Rebuilding the career path of LGU workers will be achieved by the different CDMS subsystems.
· Backbone for all the HHRMD systems to work, which is web based – HRH Information System

· Easier to do competency assessment of personnel

· Generate a list of staff needing development and/or enhancement of complementary skills

· Generate a list of possible successors to a certain position

· Produce report on performance gaps and interventions that will guide the supervisors in bridging the gaps

· Provides information on employee records

B. The Training Plan 

The first set of the PIPH provides a consolidated training plan for the province, consisting of a list of training programs and activities that need to be conducted for the various health stakeholders in the Province. This shall be incorporated by the HHRDB in the National Retooling and Retraining Plan. In accordance also with the installation of the HRHMD Systems, HHRDB shall render technical assistance to the 16 provinces in refining the respective training plans into a comprehensive training plan. 
The National Retooling and Retraining Plan

The Department of Health is developing the national retooling and retraining plan that deals on capability building geared on the thrust and directions of FOURmula ONE for Health.

The General Objective of the Retraining and Retooling Plan is to equip Health Human Resource at the national, regional, and local levels with knowledge, skills, attitudes, and to imbue them with basic principles and values that is required to carry out reforms in the health care system in the country. The 16 F1 sites will be given priority attention in the next two years.

The Plan has two major outputs:
Training programs supporting organizational strategy (FOURmula ONE). Two major training programs designed for this are: 
· Health System Reform Introductory Course - The general objective is to gain participants’ commitment to basic concepts and principles behind health care reform in order for health services to be better delivered, governed, financed, and regulated. The specific objectives are fro participants to be able to:
· discuss DOH vision, mission, goals, and FOURmula ONE for Health Concepts as a strategy for health reforms;
· explain the basic principles of economics and its relevance to health care;
· identify and explain the different features and facets of governance as they affect the health care system
· determine market and government intervention as it relates to health care system development
· formulate action plans to signify support for the strategy
· Flagship Course on Health Sector Reform - The general objective is to build a constituency of health care policy makers and managers in the Philippines who share common understanding of challenges and paradigms of health sector reform, and appreciate the advantages and disadvantages of different reform options. It would further:

· provide training to senior decision makers and mid-level managers in health economics, health care financing, and other key areas of health sector reform
· build the capacity of government officials to develop abilities to analyze health sector performances and analyze policy options for social health insurance and targeting poor/subsidized insurees, planning for benefit packages, paying and contracting providers, hospital reform and organizational reform for public providers, decentralization-sharing resource and responsibilities
Executive courses for specific topics in health sector reform shall also be developed for specific target implementers.

Training programs and courses based on competency requirements of HRH at various levels. The changing health needs necessitate a continuing review of the department’s agenda and the DOH must lead the quest for excellence in health by strengthening and developing the capabilities and skills of health personnel though a responsive and evolving competency-based programs and adoption of the skills training approach using various methodologies tailored to meet the competency requirements of health human resource. Two HR systems will be put in place to come up with competency-based learning interventions:
· Immediate Basis: The Training Needs-based Cycle

· To validate expressed needs, HHRDB together with concerned divisions or units will conduct a Training Needs Assessment establish exact knowledge, skills, and attitude gaps to be filled. 
· Institutionalized Basis: Competency-based HR System

· On the long term, various DOH units/Divisions will be assisted to set up a Performance Assessment Systems using existing tools to establish baseline proficiency level. The initial results should become the basis for a more systematic determination of learning needs for competency building purposes of staff. The HHRDB has listed the core and functional or professional competencies at various levels of the organization.
Strategy-driven interventions will be aggressively pursued in the next two years across all organizational units, while competency-based learning interventions will be introduced at a staggered basis within the next five years, given the installation of Human Resource Management and Development Systems in selected sites. 

The Comprehensive Training Plan for the Province
Having incorporated the individual training plans of the 16 F1 sites in the National Retooling and Retraining Plan, the HHRDB, together with the Health Resource Development Unit of the CHDs, shall assist each of the provinces come up with a comprehensive training plan for 2007-2010. 

The comprehensive training plan shall contain the following:

· Training Packages - Related training sessions shall be developed into training packages, e.g.

· HRMDS Package

· FP Package

· Epidemiology/Surveillance Training Package

· Disease Prevention/Control Package

The training packages will be classified into Strategy-Driven Interventions and Competency-Based Interventions.
Among the training courses that have already been identified as must-haves in all 16 convergence sites are:
· Poverty Mapping

· Public Financial Management

· LGU Scorecard (baseline data gathering and field monitoring)

· Lakbay-aral Packages

· Health Systems Reform Introductory Course

· Flagship Course on Health Sector Reform and Sustainable Financing

· Identification of level of conduct of training courses, whether at the national, regional, or provincial level. For instance, training on poverty mapping and the LGU Scorecard is to be conducted at the national level, while training on development of referral manual is at the local or provincial level.
· Fund Source
· Target Participants
· Training Calendar - The Province’s Comprehensive Training Plan shall cover the five-year period of the PIPH and shall be coordinated with the calendar of the National Retooling and Retraining Plan. 
Role of CHDs/HRDUs

After the development of the Comprehensive Training Plan, the Health Resource Development Unit (HRDU) of the Center for Health Development shall have two major roles in the implementation of the plan: rendering of technical assistance and monitoring and evaluation: 
· Technical assistance - The HHRDU may be involved through
· Coordination and facilitation of the training package
· serving as resource speakers, or helping find resource speakers
· identification of training providers, 
· packaging of the training courses
· determining the capacity level for conduct of training
· Monitoring/Evaluation - The HHRDU shall monitor and evaluate the implementation of the Comprehensive Training Plan and provide feedback both to the HHRDB and the Province.
Role of Other Parties

Other parties in the implementation of PIPH shall also be involved in the . in particular, the Bureau of Local Health and Development will help identify the study tour/lakbay-aral packages that the different Provinces should undergo. The FICT and the LICT shall also provide inputs as to the appropriateness of and gaps in the training packages. 
  
4.5  Rationalization of Health Care Facilities(   
Rationalization of Health Care Facilities

T

he rationalization of health care facilities is a critical subset of the province’s province-wide investment plan for health. Rationalization enhances the effectiveness of the health care delivery system through appropriate placement of health providers, facilities, and resources where best advantage can be derived given the demand for health care and current health financing system. As with developing the PIPH, therefore, the rationalization of health care facilities shall be guided by national and local health goals and desired outcomes; support the autonomy of LGUs to assess and develop its health care delivery system, and the pursuit of LGUs for increasing levels of functionality and coordination in inter-local health zones; and recognize and utilize existing relevant international and national standards (e.g. Sentrong Sigla certification and PhilHealth accreditation), and local instruments for institutionalizing strategies and agreements ( e.g. local health boards, resolutions and ordinances). It is also necessarily a strategic and developmental process taking place over the medium and long term (five to ten-year period), and wherein selective investments shall prioritize development and completion of more progressive and cost-effective primary care facilities, before pursuing completion of more complex higher level health care facilities 
. 
In line with these, the SLA identifies milestones that shall serve as the basis for decisionmaking for facility investments: 
· For August 31, 2007 - 1) completion of facility mapping and needs assessment for women’s health and safe motherhood facilities, and 2) identification of “non-problematic facilities,” i.e., facilities which will unquestionably be among the facilities for refurbishment in the facilities rationalization plan. The identification of non-problematic facilities is especially necessary if any refurbishment of these facilities is among the activities in the later part of 2007, as contained in the 2007 annual operations plans. 

· For December 1, 2007 - the health facilities rationalization plan

The Department of Health has developed the following guidelines that the LGUs can use in attaining the above milestones: Administrative Order No. 2006-0029: Guidelines for Rationalizing the Health Care Delivery System based on Health Needs; Administrative Orders Nos. 2006-0004and 2006-004A: Guidelines for the Issuance of Certificate of Need to Establish a New Hospital; the Second Women’s Health and Safe Motherhood Project Implementation Plan (WHSMP2 PIP) containing guidelines for facility mapping for women’s health and safe motherhood service facilities; and draft guidelines in evaluation proposals on establishment, construction, and capability upgrading of government hospitals. These were the basis of the contents of this section of this Program Operations Manual. 

The Department of Health shall further enhance these guidelines, develop the necessary tools, and render technical assistance to the 16 F1 provinces. In particular, the provinces can tap the assistance of the National Center for Health Facilities Development (NCHFD), National Center for Disease Prevention and Control (NCDPC), the Bureau of Local Health Development, the designated Center for Health Development, and private consultants in order to develop the facilities rationalization plan and achieve the milestones indicated in the Service Level Agreement. 

A. Rationalization Process 

The rationalization process generally consists of the following steps:
1. 
Heath Care Needs Analysis
2. 
Facility Mapping

3. 
Health Resources Needs Analysis, including Facility Needs Assessment and benchmarking against DOH standards

4. 
Investment Planning

5. 
Stakeholder Mobilization and Consultation 

6. 
Approval of the Plan

7. 
Promulgation and Dissemination of the Plan

8. 
Implementation of the Plan

9. 
Monitoring and Evaluation

Annex D provides a definition of terms related to health facilities. 
1. Health Care Needs Analysis
Health care needs analysis discusses the health profile and disease patterns of the communities, including epidemiology, demography, health indices, etc. 
This step in general was done during the formulation of the PIPH and discussed more thoroughly in the planning section of this Manual.
2. Facility Mapping
The facility mapping exercise guides the identification of strategically located health facilities to address the health service needs of the province. It systematically determines the size and location of target clients, spots the public health provider network, defines service delivery gaps, identifies potential facilities to address the gaps, and develops customized facility maps showing the referral network (adapted from WHSMP2 Project Implementation Plan 2005-2011). 

The facility mapping exercise consists of drawing up the zero-based map, the existing map, and then incorporating the two into a target facility map (adapted from NCHFD).




Zero-based Map 

In a zero-based map, the planners assume that there are no existing facilities in the province. A set of criteria are then used to situate the ideal location of specific types of health care facilities. These criteria include distance or travel time from the catchment areas and size of the catchment population. Special considerations are also given to isolated communities and island provinces, and utilization rate record.

The following are the criteria to be used in determining the number and location of primary, secondary, and tertiary hospitals; RHUs, Comprehensive Emergency Obstetric Care (CEmOC) facilities, and Basic Emergency Obstetric Care (BEmOC) facilities. Formulas to guide computing for the catchment population and bed requirement are in Annex E. 

Table 4.5.1 Criteria for Determining the Number and Location of Some Health Care Facilities in a Province or in an inter-local health zone
	
	Distance or travel time from each catchment barangay and other hospitals
	Catchment Population
	Special Considerations

	Primary or Secondary Hospital 
(not less than 1:500 bed: population ratio) /1
	· At least 35 km form catchment barangays, or less than 35 km but travel time is at least 3 hrs
	· In general, not less than 1 bed per 500 population 
5-10 bed:
20,000-25,000
25-50 bed:

25,000-75,000
100-150 beds:

75,000-200,000
	· Less population but with expected workload of 80% utilization rate
· Island municipalities or inaccessible areas due to geographic barriers, one hour by the usual means of transportation, with population of 5,000-10,000 for 5-50 bed hospitals, or population of more than 10,000 for more than 50 beds
· Distance of proposed hospital from nearest existing primary, secondary, or tertiary government hospital should be at least 17.5 km for a 25 to 50-bed hosp, at least 18 km for a 100 to 150-bed hosp

	Tertiary Hospital /1
	At least 35 km form catchment barangays, or less than 35 km but travel time is at least 3 hrs
	In general, not less than 1 bed per 500 population 
200 beds:

more than 200, 000
	· Should serve as referral facility to at elast two provincial hospitals or district hospitals

	RHU /1
	
	10,000-30,000 population
	

	BEmOC (Basic Emergency Obstetric Care) facility /2
	30 minutes travel time from catchment barangays
	125,000
	· Can either be a birthing home, rural health unit, municipal hospital, or district hospital

	CEmOC (Comprehensive Emergency Obstetric Care) facility /2
	1 hour travel from BEmOC
	500,000
	· Can either be a district hospital or provincial hospital


1/ NCHFD’s Draft Guidelines in Evaluation Proposals on Establishment and Capability Upgrading of Government Hospitals
2/ WHSMP2 PIP 2005-2011
Prior to plotting the zero-based map, therefore, the planners should have a provincial map with indications on the topology, geographic description, relative distances and travel time from one barangay to another, and current population per municipality or per barangay.
Existing Facility Map
The map of existing facilities should also be prepared, taking into consideration all existing facilities including private and government hospitals, birthing homes, such infirmaries. 
The map should be accompanied by a description of each of the facilities indicating the following: 
· location of public and private health care facilities
· relative distance from each other 
· catchment municipalities, size of catchment population 
· the current flow of referral from primary care level to core referral to end-referral
· status and category (primary, secondary, tertiary) of DOH licensing 
· ten leading causes of morbidity and mortality 
· list of services available
· status of Sentrong Sigla certification
· PhilHealth accreditation for:
· regular inpatient and outpatient packages
· OPB package
· Maternal Care Package
· TB-DOTS package
· No. of hospital beds and occupancy rate for past three years
· Utilization rate for outpatient services
More information will be collected during the needs assessment phase. 
Target Facility Map
The next step is coming up with the target facility map. The challenge is how to make the existing facility map as close as possible to the zero-based map, which is considered the ideal facility map. The following should be taken into account during deliberations:
· Existing location and distribution of facilities

· Possible arrangements with private facilities

· Possible oppositions from politicians, hospital chiefs and staff, other hospitals, civil society organizations, community

The target facility map should identify:
· Primary, secondary, and tertiary hospitals; respective no. of beds

· the referral flow from catchment municipalities/barangays (primary, core referral, end-referral)

· Facilities to be constructed

· Facilities to be upgraded (from primary to secondary, or secondary to tertiary) 

· Facilities to be downgraded (from tertiary to secondary, or from secondary to primary)

· facilities that have yet to be PhilHealth-accredited as hospitals, or for delivery of the Outpatient Benefit Package, Maternal Care Package, or TB-DOTS 

· Comprehensive Emergency Obstetric Care (CEmOC) facilities

· Basic Emergency Obstetric Care (BEmOC) facilities

· Social Hygiene Clinics

· Adolescent Youth Centers

· Other rural health units/city health centers and barangay health stations other than those mentioned above

Each facility to be constructed, upgraded, or downgraded has to pass the evaluation criteria for capability /facility upgrading, expansion, or establishment. The evaluation criteria are provided in Annex F. 

3. Health Care and Facility Needs Assessment

The facility mapping exercise is followed by a more in-depth situational analysis through facility needs assessment. The facility needs assessment is used to identify the gaps in existing capacities of facilities to meet the desired categories, designations, and accreditation status as specified in the planned facility map. The needs assessment looks into the physical plant, human resource, and supplies and equipment requirement. Needs assessment tools are designed to:
· Analyze how well the current health system in the province carries out vital functions relative to service provision, resource generation, financing, and guardianship.

· Make an inventory of services and resources currently available in the area and their levels of utilization among different groups especially the disadvantaged groups. This inventory includes public and private providers.

· Assess the principal causes for unmet need for services, identifying both supply-side (service availability, service quality, etc.) and demand side (ability to pay, cultural beliefs, etc.) factors. This leads to an identification of priorities to fill the unmet needs.

(adapted from WHSMP2 PIP)

A needs assessment tool for WHSM services is contained in the WHSMP2 PIP and is available at the National Center for Disease Prevention and Control (NCDPC). This can be used as reference in the development of a more comprehensive needs assessment tool to evaluate current health service provision in the DOH and local health systems. The NCHFD and the NCDPC shall collaborate to expand this INAT to cover other F1 priority areas and other general requirements for facility services. The WHSM-INAT consists of the following forms:

· Form 1: Facility Management Tool collects general information on the human resources in each facility, types of skill, service accessibility and availability as well as information on the catchment population.
· Form 2: Facility Functioning Assessment Form lists the services provided by the facility for each component (Maternal Care, Family planning, STI-HIV, Adolescent Youth Health).

· Form 3: Infrastructure is a checklist of physical space provided and utilities, means of transport and communications available for the conduct of services.

· Form 4: Furniture and Linen asks about the available and functional furniture and linen used for each type of service.

· Form 5: Equipment lists each piece of functional and non-functional machine, apparatus, and tools classified as vital, standard and special and the quantities available in each facility. 

· Form 6: Drugs and Commodities is a checklist of quantities of un-expired medicines and commodities. 

· Form 7: EmOC Recording System is addressed only to emergency obstetric care facilities, asks about data or information sources, the manner in which they are used, and the information to be obtained.

· Form 8: Financing asks how the facility projects demand, monitors the budget, classifies clients, recovers costs, determines service rates, and manages funds. It also asks about rates charged, PhilHealth reimbursements, expenditures on each component, and financing sources. A similar set of questions plus services and programs offered, is addressed to Provincial and Municipal Health and Population Offices.

· Form 9 is the Integrated LGU Tool on AYH and STI/RTI/HIV Prevention. It asks about the specific health risks of adolescents and vulnerable groups in the area, and their favorite venues. Existing community programs and projects targeting youth and vulnerable groups are then assessed with questions on location, facility clinic hours, facility environment, staff preparedness, services provided, peer counseling, educational activities, youth and high-risk groups involvement, supportive policies, 
administrative procedures, publicity and recruitment, and fees. The number and skills of health care providers and cases is also asked. Capacity building needs are then identified. Finally, the adequacy of existing programs and services and the gaps are assessed, and potentially supportive agencies and organizations ranked.

· Form 10: Contraceptive Self-Reliance (CSR) Questionnaire

4. Investment Planning 

Preparation of the Needs Lists 
The results of the needs assessment shall yield:
· Recommendations relative to needed improvements or other changes in physical features of facilities.

· List of equipment that needs to be procured, to complete the standard list of required equipment in accordance with national and international standards. 

· A human resource mapping that reflects the current number of human resources in the public and private sector and their level of competence, and staffing requirement.

· Behavior change communication strategy that includes identification of priority areas for change and target groups.

· Other critical inputs to support the establishment of complementary systems (e.g. safe blood supply, drug and contraceptive security, client , local financing)

· Operating inputs that need to be provided.

· (adapted from WHSMP2 PIP) 

Determining the Costs

All the identified gaps above should be costed to be able to plan the sourcing of funding requirements. Annex G provides an indicative costing physical refurbishments of facilities. 
Planning for Financing and Sustainability 

The planners should then identify the sources for the resource requirements. 
Financing schemes for sustainability of investments should be included in the Rationalization Plan. These may include PhilHealth enrollment, implementation of user fees, budgeting for operating expenses for poor clients, among others.
5. Stakeholder Mobilization and Consultation

Activities should be undertaken to ensure stakeholder buy-in and commitment to the Plan that ultimately leads to commitment of LGUS including provincial and municipal boards and major stakeholders. Activities may include stakeholder analysis, stakeholder consultations, and public hearings.
· Stakeholder Analysis. This is done to gauge the level of support and opposition of major stakeholders. The stakeholders include all individuals or institutions who will be affected by change or reforms. It may include the Local Chief Executives, members of the concerned Sanggunian, Chiefs of Hospitals, Municipal Health Officers, representatives from the DOH, PhilHealth, civil society organizations, the community, private health sector, foreign assistance agencies, etc. This will help health managers and implementers develop and implement strategic communication, advocacy and negotiation plans or to hold consensus-building workshops.

· Stakeholder Consultations. This will provide the venue for organized groups to provide their inputs and concerns that will be used in the health care needs assessment and in the formulation of strategies and action plans. This will also allow planners to integrate the views of the ultimate beneficiaries of rationalization, including the marginalized sector, in every stage of planning.

· Public Hearings. This may be done during regular community meetings to elicit the views of the broader public on issues that will directly affect them. This will also allow the policymakers and planners to validate the results of the health care needs assessment and to test public acceptance of the proposed strategies and action plans. These public hearings should be sufficiently publicized to maximize community participation.

The processes, results, and agreements reached during these consultations must be adequately documented and acknowledged by all involved stakeholders and must form part of the Rationalization Plan.
(adapted from A.O. 2006-0029)
6. Approval of the Plan

The Local Health Board shall endorse the Plan for approval by the Provincial Governor. A Provincial Ordinance shall be issued by the Sangguniang Panlalawigan to support the implementation of the Rationalization Plan. 
(adapted from A.O. 2006-0029)
7. Promulgation and Dissemination of the Plan

The Office of the Local Health Executive should mobilize the entire health system involved to initiate the implementation of the Rationalization Plan. The Plan must be presented formally and publicly by the local government officials.
(adapted from A.O. 2006-0029) 
5. Implementation of the Plan

The Office of the Provincial Governor shall be primarily responsible for the implementation of the Rationalization Plan. The plan should be reflected in the PIPH, the annual operations plan, and the procurement plan. The human resource training needs should also be reflected in the PIPH Training Plan.
(adapted from A.O. 2006-0029)
6. Monitoring and Evaluation 

Progress of implementation of the Rationalization Plan must be monitored by the LICT, in particular the Provincial Health Office, along with the monitoring and evaluation of the PIPH, to be discussed in the next section. The results of monitoring and evaluation must be fed back to the implementers and policymakers, as well as to the major stakeholders.
(adapted from A.O. 2006-0029)
B. Schedule of Activities

Given the milestones stipulated in the Service Level Agreement, the following is a suggested schedule of activities for the rationalization process: 
	
	Responsible Parties
	Q1
	Q2
	Q3
	Q4

	1. Facility Mapping
	LICT
DOH Central Office (NCHFD and NCDPC)
	�
	�
	
	

	2. Facility Needs Assessment
	LICT, FICT, NCDPC, NCHFD, HHRDB/HHRDU for Human Resource Assessment
	�
	�
	�
	

	3. Investment Planning
	LICT, FICT
	
	�
	�
	

	4. Stakeholder Mobilization and Consultation
	LICT
	
	�
	�
	

	5. Approval of the Plan
	LICT
	
	�
	�
	

	6. Promulgation and Dissemination of Plan
	LICT
	
	
	�
	

	7. Implementation of the Plan
	LICT
	
	
	
	�

	8. Monitoring and Evaluation
	LICT
	�
	�
	�
	�


C. Immediate Next Steps

For the Province
· Map the WHSM facilities, in particular CEmOCs, BEmOCs, Social Hygiene Clinics, and Adolescent Youth Centers using the above and related tools developed by NCDPC under the WHSMP2.

· Identify other “non-problematic” hospitals and facilities.

For the DOH ( in particular the NCHFD, NCDPC, and BLHD)

· Refine all the guidelines for mapping and other steps in the rationalization process, and update needs assessment tools and other related tools in carrying out health facilities rationalization.

· Develop a manual on facility mapping, needs assessment, and the entire rationalization process.

· Assist the province in mapping, needs assessment, and the entire rationalization process (with the CHD and possibly external assistance). 

4.6  
Monitoring and Evaluation(   
Monitoring and Evaluation

The M&E System for Equity and Effectiveness: Monitoring and Evaluation for FOURMula ONE for Health
The monitoring and evaluation framework for the PIPH implementation will form part of the monitoring and evaluation arrangements for FOURmula ONE for Health, or the Monitoring and Evaluation System for Equity and Effectiveness (ME3). 
The ME3 is being developed by the DOH as an effective and efficient monitoring and evaluation (M&E) system to manage implementation of F1 for Health at national and local levels, over the medium term period. The M&E system will help DOH and key stakeholders track the progress of key reform elements in F1 and the attainment of outcomes desired in the health sector, particularly how these impact the poor. It will also assess the effect of reforms and the efforts of major stakeholders, in improving the performance of the health system.

The ME3 is guided by a performance indicator framework (PIF) that consists of a hierarchy of indicators that describe the outcomes and outputs that F1 for Health seeks to attain in the health system (Figure 4.4). The principles guiding this hierarchy are the following: i) impact on the poor, ii) relevance to health outcome, iii) measurability, and iv) availability of an effective intervention.

Final outcomes – health status, financial risk protection, and responsiveness of health system – are based on the end goals of F1 for Health. 

Intermediate outcomes – access, quality, efficiency, and financial burden – help determine the level of performance of the final outcomes but are not in themselves ultimate objectives. Intermediate outcomes serve as critical links that connect root causes to final outcomes.

Major final outputs are products and services resulting from the four major components of health sector reforms namely service delivery, health financing, regulation, and governance, which have an effect on intermediate outcomes and ultimately final outcomes. 

Figure 4.5.1 ME3 Performance Indicator Framework
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Source: B. Aldaba, LGU Scorecard. Consultant’s Final Report. 2007
A. M&E for the PIPH

The implementation of the PIPH will be monitored and evaluated on the two lower levels of the PIF: major final outputs (output monitoring) and intermediate performance outcomes (outcome monitoring).
1. Output Monitoring
Output monitoring, also referred to as program monitoring, focuses on the implementation issues, concerns and accomplishment of the PIPH. In particular, it tracks the progress of the implementation of the programs/projects/activities in the annual operations plan (AOP). In evaluating the progress, it should be assessed whether i) objectives and activities technically sound, ii) resources are adequately and timely provided for, and iii) implementation (e.g. structures and process) is carried out efficiently.
Tools
The following are the instruments used for output monitoring:
a. Quarterly Progress Monitoring Report
The Quarterly Progress Monitoring Report tracks the actual accomplishment of activities against targets indicated in the operations plan. It is due one month after the end of each quarter.
Sample Quarterly Progress Monitoring Report
Period Covered: July 1 – September 30, 2006
I. Accomplishment
	Programs/Projects/
Activities
	Indicator/ Target
	Accomplishment
(as of – indicate QTR beng reported )
	Budget for the Qtr
(n PhP)
	Amount Released
(as of ___)
(n PhP)
	Amount Dsbursed
(as of _____)
(in PhP)
	Remarks

	Basic Malaria training for RHU staff
	10 nurses, 50 BHWs trained
	12 nurses, 50 BHWs
	100,000.00
	85,000.00
	83,000.00
	

	Training for PESU and MESU
	Number _PESU a nd MESU traned
	Not conducted
	
	
	
	

	IMCI-TOT Facilitators’ Course
	20 health staff trained
	Not conducted
	
	
	
	Bidding for consultants failed

	Refurbishment of RHU 1 and RHU 2
	50% completion
	30% completed
	
	
	
	Bidding process took longer than expected


II. Problems/Issues Encountered
· Typhoon caused several activities to be cancelled in August
· No bidders for IMCI-TOT facilitators’ course because of low budget ceiling
III. Action to be Taken
· All targets not met this quarter to be carried over next quarter
· Budget ceiling for IMCI-TOT facilitators’ course to be raised by P100,000 and to be procured through a negotiated contract to be able to be conducted before December
b. Annual Progress Monitoring Report

This will be a consolidation of the Quarterly Progress Monitoring Report generated on an annual basis. It is due one month after the end of each quarter.
c. Mid-Term Accomplishment Report
The Mid-Term Accomplishment Report will be prepared at the end of 2008. While similar to the annual progress monitoring report, it will make an overall assessment of the implementation from 2006 to 2008 and provides a basis for any revision in program direction.
d. End-of-Period Accomplishment Report 
The End-of-Period Accomplishment Report makes an overall report and assessment for the entire PIPH period 2006-2010. 
The above monitoring reports are accompanied with: 
· Financial reports enumerated under discussion on Financing.
· Fund Source and Utilization Monitoring Report. 
Implementation Arrangements
· The Province shall identify in the annual operations plan the output indicators for the different activities.
· The Province shall be responsible in designing the data gathering methods (from municipalities implementing PIPH activities) for producing the above output monitoring reports. The specific units responsible for this shall be identified in the provincial issuance creating the LICT. 
· The reports shall be submitted to the CHD/RICT who shall verify and evaluate the contents of the reports. The Quarterly Progress Reports shall be retained in the CHDs, while the Annual Progress Reports, the Mid-Term Progress Report, and the End-of-Period Report shall be endorsed to the DOH Central Office. 
· The CHD shall use the above enumerated periodic monitoring reports in determining and evaluating the request of the province for the release of subsequent variable tranche from the grant component of the PIPH. 
2. Outcome Monitoring

Outcome monitoring focuses on measuring the intermediate outcomes and provides an overall picture of the level of health performance of the province. 

Outcome monitoring provides insight on how the different local initiatives or innovations of LGUs contribute to the overall improvement of health within their localities 
 . That is, it measures how different interventions expressed as health and health-related inputs, outputs, and processes involved at the local level affect the attainment of intermediate and ultimately final health outcomes within a given province-wide health system (Figure 4.5). It therefore also links how the outputs measured in output monitoring contribute to the overall improvement of health outcomes in the Province.

Figure 4.5.2 LGU Scorecard Logical Framework
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Source: B. Aldaba, LGU Scorecard. Consultant’s Final Report. 2007 
The results of outcome monitoring can be used by both local and national governments in assessing the current health system models and in developing relevant and appropriate response or support to further strengthen the LGU health systems. 
Tool

The LGU Scorecard that the DOH is developing will be the tool used to conduct outcome monitoring. 

Performance Indicators for inclusion in the Scorecard shall be selected from the ME3’s Performance Indicator Framework for the Province-wide Health System. The following performance indicators are being considered to be included in the LGU Scorecard, categorized into domains:

	DOMAIN
	PERFORMANCE INDICATORS
	DATA SOURCE
(Facility/Office Records or Reports)

	Caring For Children
	1. FIC Rate
	

	
	2. Percentage of 0-5 y/o children underweight for age
	

	
	3. Percentage of households with access to improved source of drinking water
	

	
	4. Percent of households with access to improved sanitation 
	

	Protecting Mothers
	5. Percentage Facility Based Deliveries
	

	
	6. Percentage of Pregnant Women with prenatal check-ups
	

	
	7. Contraceptive Prevalence Rate (Modern Method + NFP)
	

	Reducing Infectious Diseases
	8. TB Case Detection Rate for sputum positive cases
	

	
	9. TB Cure Rate
	

	Reducing Infectious Diseases
	10. Percent of mothers oriented on use of ORT for diarrheic episodes
	

	
	11. Percent of mothers oriented on recognition of fast breathing and need for referral to health provider
	

	
	12. Percentage of pregnant women with Birth plans
	

	
	13. Percentage of enrolled households in PhilHealth (All sectors)
	

	
	14. Percentage Out of Pocket Expenditure
	

	Ensuring Access to Cost Effective Quality Health Services
	Improving Access
	15. Average percent of Annual Facility Budget of public and private providers allocated for Drugs as a percent of total MOOE2
	

	
	
	16. Percent of Mothers visited by health worker within first week of delivery
	

	
	Improving Quality
	17. Percent of accredited Public and Private Hospitals
	

	
	
	18. Percent of RHUs accredited (for Outpatient/Maternity/TB package)
	

	
	
	19. Proportion of Birthing Clinics + Designated BEMOC/CEMOC accredited by PhilHealth for Maternity Benefit Package
	

	
	
	20. Proportion of DOTs Facilities Accredited by PhilHealth
	

	
	
	21. Mode3 of Hospital Infection Rates among all Public and Private Hospitals
	

	
	
	22. Average Case Fatality Rate for Hypertension in Pregnancy and Post Partum Hemorrhage (+Hospital Net Recovery Rate)
	

	
	Improving Efficiency & Financial Impact on Clients & on the Facility
	23. Average Occupancy Rates of Public and Private Hospitals by Category or Level of Care
	

	
	
	24. Average Percent Financing of Accredited Public/Private Hospitals, Birthing Clinics, and RHUs from PhilHealth
	

	
	Improving Management
	25. Total Average Procurement Price for Amoxicillin/Cotrimoxazole +ORT + Syringes for vaccines + Vitamin A & Iron supplements + TB durgs for Category III patients among public providers
	

	
	
	26. Average Procurement Processing Time for Amoxicillin/Cotrimoxazole +ORT + Syringes for vaccines + Vitamin A & Iron supplements + TB durgs for Category III patients among public providers
	

	
	
	27. Percent of Public and Private Providers with computerized Health Information + Financial System
	

	
	
	28. Annual average man-days of training for a health personnel
	

	
	
	29. Average Percent of Magna Carta Benefits provided by LGUs to public providers
	


	DOMAIN
	
	PERFORMANCE INDICATORS
	DATA SOURCE
(Facility / Office Records or Reports)

	Increasing Performance with F1 Reforms
	Service Delivery Reforms
	30. Mode3 of Policy Instrument4institutionalizing Public-Private Partnerships for (i) Hospital Care, (ii) TB, (iii) Reproductive Health , (iv) Pneumonia/Diarrhea/Measles), (v) HIV/AIDS, (vi) Others
	

	
	
	31. Mode3 of Policy Instrument4institutionalizing Inter-LGU Coordination
	

	
	
	32. Level or Stage of the Rationalization Process5
	

	
	Regulation Reforms
	33. Mode of Policy Instrument2 institutionalizing drug price reduction strategies (eg. Revolving Drug Fund, Pooled Procurement, Health Plus, Botica ng Baranggay, Drug Consignment, Pharma 50, etc)
	

	
	
	34. Percent of Licenced Public and Private Hospitals + Birthing Clinics + Laboratories
	

	
	Financing Reforms
	35. Average Percent MOOE Health Expenditure per person
	

	
	Governance
	36. Mode number of F1 Effective Client Participation Mechanisms established among component LGUs and in the province
	

	Safeguarding the health of the Poor
	37. Proportion of Municipalities with means testing compliant to CBIS-MBN or PhilHealth that provides a complete enumeration of indigents which allows for ranking
	

	
	38. Average Percentage of Quantified Free Service out of total health expenditure per hospital
	

	Special Performance Requirements
(Only for LGUs with the specific concerns)
	Malaria Endemic Areas
	39. Percent of Families in endemic area with at least one Insecticide Treated Net
	

	
	
	40. Annual Parasite Incidence
	

	
	High Risk Areas for HIV/AIDS
	41. Proportion of LGUs implementing 100% Condom Use Program
	

	
	
	42. Proportion of LGUs with Sexually Transmitted Infection Services + Voluntary Counselling Services
	

	
	Elimination Programs for Endemic Diseases
	43. Percent of Target Population covered with Mass Treatment with MDA for Elimination of Filariasis
	

	
	
	44. Percent of Target Population (Grade School Children) covered with mass treatment for Schistosomiasis
	

	
	
	45. Proportion of LGUs with a Rabies Control Committee enforcing LGU ordinance on 100% immunization of dogs against rabies
	

	
	
	46. FIC Rate for Indigenous Tribal Population
	

	
	Indigenous Tribal Areas
	47. TB CDR for Indigenous Tribal Population
	

	
	
	48. Percent Facility Based Deliveries for Indigenous Tribal Population
	

	1. LGU means all Municipalities/Cities within Province-wide Health System (PWHS)
2. Proxy for Stock-Out Rate for Cotrimoxazole/Amoxicillin and Oral Rehydration Therapy (plus standard first line treatment/medications for in-patients)
3. Mode means the most frequent value registered in the PWHS
4. Policy Instrument may be in the form of : Policy, Plan, Creation of Structure/Office/Unit, Designation of Personnel in Charge, Budget Allocation, Training of Personnel, Incentives, others 
5. Stages of the Rationalization process can be defined in the following activities: Facility Mapping, Health & Facility Needs Assessment, Investment Planning, Stakeholder Mobilization & Consultation, Approval of the Strategic Plan, Implementation of the Plan


Source: DOH Task Force on ME3
Further consultations and deliberations will be conducted to finalize the list of indicators, the target for each, the scoring system, and the analytical framework for interpretation of results. 

Implementation Arrangements
The DOH is designing the implementation arrangements for the LGU scorecard including processes of collecting information, interpreting results and dissemination and utilization of results. 

Annexes
Annex A
Sample Memorandum of Agreement between the Department of Health
and an F1 for Health Convergence Province
MEMORANDUM OF AGREEMENT
KNOW ALL MEN BY THIS PRESENTS:
This Memorandum of Agreement, hereinafter referred to as MOA, made and entered into this _____ day of _____________ 2006 at Manila, Philippines, by and between:
The DEPARTMENT OF HEALTH (DOH), a national government agency created and existing under the laws of the Republic of the Philippines with principal office address at San Lazaro Compound, Sta. Cruz, Manila herein represented by FRANCISCO T. DUQUE III, MD, MSc, in his capacity as the Secretary of the Department of Health, and hereinafter referred to as the DOH;
and
The Provincial Government of _____________________________________, a Local Government Unit established and existing under the laws and regulations of the Republic of the Philippines, with principal office address at ______________ 
_______________________________________________ represented by HONORABLE ________________________________, in his/her capacity as the Provincial Governor, as duly authorized by the Sangguniang Panlalawigan Resolution No. _________ dated _________________, hereinafter referred to as the Provincial Government; 
W I T N E S S E T H
WHEREAS, the Philippine Constitution of 1987 mandates the State to adopt an integrated and comprehensive approach to health development, which shall endeavor to make essential goods, health and social services available to all people at affordable cost;
WHEREAS, Republic Act 7160 otherwise known as the 1991 Local Government Code mandated for the devolution of the delivery of health services and facilities as one of the basic functions and responsibilities of all Local Government Units or LGUs at all levels; 
WHEREAS, the FOURmula One for Health (F1) is adopted as the implementation framework for health reforms of the DOH and is designed to undertake critical reforms with speed, precision and effective coordination with the goal of improving the efficiency, effectiveness and equity of the Philippine Health System for all Filipinos, especially the poor; 
WHEREAS, the FOURmula One for Health aims to attain better health outcomes, more responsive health systems and equitable health care financing through action on four critical components: Health Care Financing, Health Regulation, Health Services Delivery and Good Governance for Health; 
WHEREAS, the reforms are implemented under a Sector-wide Development Approach for Health (SDAH), a sector-wide approach which encompasses a management perspective and coordination requirements that covers the entire health sector and an investment portfolio that encompasses all sources. 
WHEREAS, Administrative Order 2005-0023 otherwise known as the Implementing Guidelines for FOURmula ONE for Health as Framework for Health Reforms shall be adopted at the national and local levels;
WHEREAS, the DOH, being the technical resource, catalyzer for health policy, and advocate for health issues on behalf of the health sector commits to the principles and conditions in Health Services Delivery, in Health Care Financing, in Good Governance for Health and in Health Regulation; 
WHEREAS, Convergence Sites will be established to undertake integrated implementation of FOURmula ONE for Health components in appropriately delineated localities or inter-local health zones
WHEREAS, the Government of the Philippines has mobilized resources for Fourmula One for Health implementation in 16 FOUR-in-ONE Convergence Sites, including a grant from the European Commission and government contribution through a loan from World Bank, in addition to other grants and loans available to these Convergence Sites 
WHEREAS, the Province of ____ has been chosen as one of the FOURmula ONE for Health Convergence Sites for its capacity to absorb investments and sustain the reform process, among others;
WHEREAS, the Provincial Government of _____________, by virtue of the Sangguniang Panlalawigan Resolution No. _____, Series of 2006, is given the authority to enter into a MOA with the Department of Health;
WHEREAS, the Provincial Government in partnership with the DOH and other key stakeholders do hereby adhere to an integrated implementation of health reforms and the SDAH; 
WHEREAS, the Provincial Government in partnership with the DOH commits to attain the Millennium Development Goals and FOURmula ONE for Health goals. 
NOW THEREFORE, in consideration of the foregoing premises, and by way of formalizing and confirming the commitment of the Provincial Government and the Department of Health, the parties hereby mutually agree to enter into agreement in accordance with the terms and conditions hereunder set forth. 
1. GENERAL PRINCIPLES 
1.1 
This MOA defines the general roles and responsibilities of both the Department of Health and the Provincial Government in implementing the activities of the FOURmula ONE for Health initiative. Further, this agreement aims to ensure and strengthen collaborative linkages with other Local Government Units, Civil Society Organizations, other National Government Agencies, and other development partners through the generation, mobilization and allocation of resources towards achieving the targeted goals of FOURmula ONE for Health. 
1.2 
The implementation of FOURmula ONE for Health will be as contained in the Province Wide Investment Plan for Health (PIPH), as modified following recommendations of the Joint Appraisal Committee (JAC) composed of government agencies and development partners, and including supplemental plans (operational plan, rationalization plan, training plan, public finance management action plan). The PIPH, including the supplemental plans, will be updated annually and shall undergo the review process of the JAC. The latest approved PIPH shall be hereby referred to as the “approved PIPH.”
1.3 
The specific roles and activities of the DOH and the Province in relation to the contents of the approved PIPH will be defined in an annual Service Level Agreement, herein referred to as the Annual DOH-Province Service Level Agreement. The Annual DOH-Province Service Level Agreement will also define the outputs and performance milestones to be reached, the amount of funds to be provided from the EC grant and the DOH’s counterpart contribution, and the conditions and requirements pertaining to the release of said funds.
1.4 
The Parties shall at all times take all actions necessary to cooperate with each other and perform their respective duties and obligations in order to, among others: 
1.4.1 
Improve the efficiency and effectiveness of the health care delivery system through a comprehensive approach to health system development at the local level, through the attainment of the following specific objectives: 
i. improve the capacities of communities, NGOs and LGUs in the province to properly execute the provision of health services. 
ii. develop, and implement the following thrusts of F1: 
(a) Financing – universal social health insurance (SHI) coverage; rational use of government subsidies and other resources generated by the local health facilities;
(b) Regulation – licensing, accreditation, and certification of health facilities, availability of affordable quality drugs and medicines, and implementation of health and health-related laws;
(c) Service Delivery – province declared a Disease-free Zone for specific diseases (e.g. rabies, malaria, leprosy, schistosomiasis, filariasis, etc.); reduced Infant Mortality Rate, Under 5 Mortality Rate, and Maternal Mortality Rate; increased coverage for health promotion, and disease prevention and control; optimized health facilities and service delivery; and 
(d) Governance – promoted inter-LGU cooperation thru mechanisms such as Inter-Local Health Zone (ILHZ); improved management support systems such as planning, health human resource, networking, information, procurement, logistics, and financial management. 
iii. strengthen DOH capability at the national and regional levels to implement and support the said FOURmula One for Health thrusts and to provide policy direction and technical support to LGUs, NGOs and community groups in planning and implementing health programs and services.
1.4.2 
Make available, promptly as needed, resources required to carry out the FOURmula ONE for Health initiatives, such as funds, facilities, manpower, land, and others.
1.4.3 
Carry out periodic monitoring and evaluation of the implementation of the approved PIPH.
1.4.4 
Participate on a regular basis in meetings convened by the JAC to review progress of implementation of FOURmula One for Health.
2. RESPONSIBILITIES OF THE PROVINCIAL GOVERNMENT 
The Provincial Government hereby adheres to an integrated implementation of FOURmula One for Health 
components as embodied in the approved PIPH and commits to the principles and conditions herein set forth and to this end shall: 
2.1 
Take the lead in prioritizing and implementing the approved PIPH;
2.2 
Issue the necessary administrative and technical instructions on the manner, scope and other operational details governing the proper execution and implementation of all activities identified in the approved PIPH;
2.3 
Comply with the requirements of the Annual DOH-Province Service Level Agreement and Program Operations Manual to be developed for FOURrmula One for Health implementation in Convergence Sites, as set forth in Sec. 3.5 of this Agreement;
2.4 
Mobilize participation and involvement of various local government units within the Province in carrying out local initiatives or activities relevant to FOURmula ONE for Health strategies, to include, but not limited to: 
i. secure increased, better and sustained financing for health;
ii. assure the quality and affordability of health goods and services;
iii. ensure access to and availability of essential and basic health packages; and
iv. improve performance of the health system
2.5 
Institutionalize national and local government and private sector networking, partnership and resource sharing arrangements;
2.6 
Enhance the capacity of LGUs to manage the investments and sustain the reform process;
2.7 
Contribute to and facilitate monitoring, evaluation, and audit activities that will be conducted in the course of the programme; and
2.8 
Provide office accommodation of reasonable standard for experts that may be provided by the European Commission.
3. RESPONSIBILITIES OF THE DEPARTMENT OF HEALTH 
3.1 
Provide regularly updated policies to ensure directions and sustained implementation of health sector reforms. 
3.2 
Facilitate the review and approval of the Province’s Operational Plan, Financial Plan, Procurement Plan, Training Plan, Rationalization Plan, and other required documents.
3.3 
Facilitate mobilization of resources to sustain health sector reforms.
3.4 
Provide appropriate technical assistance and training, systems development, and logistics support to build and sustain LGU capacity for implementing FOURmula ONE for Health.
3.5 
Provide a Program Operations Manual that describes the implementation and management procedures, including financial management, procurement and reporting requirements for the program. This Manual is to guide the province and the LGUs in improving health delivery and meeting the terms of the Annual DOH-Province Service Level Agreement. The DOH will consult with LGUs regarding the provisions of the Manual. 
3.6 
Evaluate, process, document, and advocate best practices that can be replicated, adapted by the local government.
3.7 
Establish and implement in collaboration with the Province yearly benchmark and performance assessments.
4. FINANCING 
4.1. 
Financing portfolio for FOUR-in-One Convergence Sites shall consist of the following: 
4.1.1 
Grants from the European Community (EC) and other donors assisting specific convergence sites. 
4.1.2 
Local government unit sources such as the respective Internal Revenue Allotments (IRA) and other revenue sources of the LGUs, or from loans such as those that may be accessed through the Municipal Development Fund Office (MDFO). 
4.1.3. 
DOH counterpart to the EC grant, which is sourced from a national government loan from the World Bank.
4.1.4 National Government counterpart funds from the Regular Budget of DOH and Philippine Health Insurance Corporation (PHIC).
4.1.5 In-kind technical assistance and support from other partners such as other donors (e.g. USAID, WHO, JICA, GTZ, BTC) and civil organizations. 
4.2 The EC grant will be provided to the Province as budget support channeled through the DBM utilizing regular government funds flow procedures. The details of this funding modality will be provided in the Program Operations Manual. 
OR
The EC grant will be provided to the Province through a Trust Fund administered by the World Bank, The details of this funding modality will be provided in the Program Operations Manual. 
4.3 
EC grant funds and DOH counterpart contribution will be released to provinces as fixed allocations (released on the basis of milestones for completion of activities and outputs in the PIPH), and as variable allocations (released on the basis of performance). The DOH is developing a monitoring and evaluation and performance evaluation system to provide the basis for the release of performance-linked allocations. The Service Level Agreement will define the basis for release of both fixed and variable allocations. Release of fixed allocations will include a mobilization payment, and initial payments based on completion of start-up activities. 
4.3.1 
The amount of the fixed allocation of EC grant funds and DOH counterpart contribution per province will be specified in the Service Level Agreement. The amount will be based on explicit criteria related to the population, poverty incidence and health need of the province, also taking account of other sources of grant funds provided to the province for financing of FOURmula ONE for Health activities in the approved PIPH.
4.3.2 
The amount of the variable allocation will be defined in advance in the Service Level Agreement. The release of the variable allocation will be based on annual performance against the objectives stated in the Service Level Agreement. 
5. EFFECTIVITY AND AMENDMENTS TO THIS AGREEMENT 
5.1. 
This agreement shall become effective once signed by both parties and endorsed by the mayors and local health boards and shall continue to become effective within the duration of the implementation of FOURmula ONE for Health strategy in accordance with the schedules and corresponding annual plans and financing arrangements. 
5.2. 
In the event that the Provincial Government fails to achieve annual benchmarks and performance evaluation or otherwise fails to satisfy its obligation under this Agreement the DOH may reduce, suspend or cancel further funding of the FOURmula ONE for Health activities in the Province. 
In witness whereof, the Parties hereto have caused this Agreement to be signed in their respective names in Manila, Republic of the Philippines, as of the day and year written above: 
	For the Department of Health (DOH)
	
	For the Provincial Government

	FRANCISCO T. DUQUE III
	
	Governor

	MD, MSc, Secretary of Health

	
	


Signed in the Presence of: 
	
	
	

	Director IV, CHD- _________
	
	Provincial Health Officer

	MD, MSc, Secretary of Health

	
	


Head, Field Implementation & Coordination Office (FICO) for Luzon
ACKNOWLEDGEMENT
Republic of the Philippines
City of ______________
Before me, this _____ day of _______ ______________, 2006 in the City of ____, Philippines, personally appeared:
	FRANCISCO T. DUQUE III, MD, MSc 
	CTC# ___________________

	Secretary of Health 
	Issued at : ______________

	
	Issued on: ______________

	
	

	
	

	
	

	________________________ 
	CTC# ___________________

	Governor 
	Issued at : ______________

	
	Issued on: ______________


Known to me to be the same person who executed the foregoing instrument, and they acknowledge that the same is their free and voluntary act and deed.
This instrument consisting of ___ pages on which the acknowledgement is written has been signed on each and every page thereof by the parties and their instrument witness.
WITNESS MY HAND AND SEAL, at the place on the date first written above.
DOC.: __________
Page No. __________
Book No. __________
Series of 2006
Annex B
Operational Details of Obtaining a Loan from the Municipal Development Fund Office (MDFO)
This section highlights the Municipal Development Fund Office (MDFO) as a source of loan to finance the activities in the PIPH. A number of other government financing institutions (GFIs) such as the Land Bank of the Philippines (LBP) and the Development Bank of the Philippines (DBP) offer loans to local government units to fund local development programs. The operation and lending policies of these GFIs are very similar to commercial banking institutions. 
1. The MDFO 
The MDFO is a government agency under the Department of Finance that primarily functions as funds conduits for foreign loans and assistance designed to finance local government development program. The MDFO was created on March 29, 1984under Presidential Decree No. 1914. It is a Special Revolving Fund that aims to establish effective mechanisms that would enable local government units to avail of funds from local and international assistance for the implementation of various social and economic development programs. 
2. F1 implementation and the MDFO
Other than grants, the DOH also secured loans for infrastructure projects included in the PIPHs. The MDFO acts as the conduit for the availment and release of loan funds to LGUs. The current loans available to the LGUs through the MDFO are loans from the Asian Development Bank (ADB) and KfW. 
3. Financing Mix: NG-LGU Cost Sharing Scheme
The loan funds that can be availed from the MDFO is governed by a National Government-Local Government Unit (NG-LGU) Cost Sharing Scheme as approved by the Investment Coordinating Committee-Cabinet Committee (ICC-CC). New policies for the scheme can be summarized as follows:
1. 
New financing mix shall adopt a separate Loan-Grant-Equity mix for provinces/Municipalities and for Cities;
2. 
Expand the activities that NG could cost share with LGUs to include revenue generating subprograms;
3. 
Maintain ICC policy that the maximum allowable grant should not be more than 50% of the total subprogram cost for the 5th and 6th income class LGUs;
4. 
Of the total LGU requirement, the minimum cash component should be 10% of the total subprogram cost;
5.
 Maintenance and operating expenses are not part of the subprogram cost;
6. 
For the multi-sectoral programs, the Loan-Grant-Equity mix will be based on the component unit with the largest investment share; and 
7. 
The ICC approved mix shall apply only to devolved activities of the LGUs. 
Table 4.2.7 Loan-Grant –Equity Mix for Provinces and Municipalities for Social Programs
	LGU Income Class
	Loan %
	Grant %
	Equity %

	1st and 2nd
	50
	30
	20

	3rd and 4th
	45
	40
	15

	5th and 6th
	40
	50
	10


Table 4.2.8 Loan-Grant –Equity Mix for Cities for Social Programs

	LGU Income Class
	Loan %
	Grant %
	Equity %

	1st and 2nd
	80
	0
	20

	3rd and 4th
	80
	0
	20

	5th and 6th
	50
	30
	20


4. Loan Terms and Conditions
The applicable interest rate is fixed and ranges from 10 to 12% per annum. These may vary depending on the Program or Project as decided by the MDFO Policy Governing Board. Because of the grant component in the NG-LGU Cost sharing scheme, the effective interest turns out lower than the prevailing interest rate. The interest rate is only applicable to the loan portion of the amount. Repayment period is 15 years including the 3-year grace period. Thus, a borrower LGU will start repaying their loan on the 4th year upon availment of the loan. Loan repayment or amortization can be on a semi-annual basis.
5. Loan Application Requirements 
i. 
Original LOI and Sanggunian resolution
ii. 
Local development plan
iii. 
Description of the program/project and cost and/or feasibility study
iv. 
Budget for the current year
v. 
Financial statements for the last 5 years including Statements of Income and Expenditures, Report of Revenues and Receipts and Balance Sheets
vi. 
Certification as to the outstanding loan obligations of the LGU stating the amount, interest, term, security/collateral status, loan amortization
vii. 
Updated socio-economic profile
viii. 
Updated Revenue Code 
6. Process of Loan Approval 
For LGUs that will decide to access loan funds to finance activities in the PIPH, the following procedure for loan application and approval will be undertaken together with the MDFO: 
i. 
Submission of letter of intent
ii. 
Pre-qualification of LGU and program eligibility 
iii. 
Preparation of feasibility study 
iv. 
Program Appraisal 
v. 
Detailed Engineering design (for civil works)
vi. 
MDFO Approval 
vii. 
Signing of sub program loan agreement 
viii. 
Bidding and contracting 
ix. 
Construction 
x. 
Fund releases 
xi. 
Acceptance and turn-over 
7. Flow of Funds 
Once the loan is approved, the MDFO releases the loan proceeds directly to LGUs. It will be deposited into the LGU trust account purposely opened for the MDFO loan. Generally, loan releases are divided into four tranches and the tranche release shall be based on agreed construction milestones or progress of work. The MDFO will release an initial amount for mobilization. However, no subsequent release will be made if the initial release is not yet liquidated with complete supporting documents. Moreover, the subsequent releases will be based on the agreed milestone of accomplishment on the construction. It is also a requirement that the loan release be paired with the corresponding equity of the LGU. This process is repeated until the entire loan amount is drawn and the program is completed.
8. Monitoring of Sub Program Implementation
While the DOH (whether central or CHD) has no direct involvement in the acquisition and implementation of the LGU loan, it will perform an oversight monitoring function to ensure that the loan is used in accordance with the requirements of the PIPH, and the infrastructure project is efficiently implemented. . The DOH can also provide technical assistance to the LGUs in the process of obtaining the loan. For example, the DOH may provide assistance to the LGUs in undertaking detailed engineering work as prescribed in the DOH guidelines for construction of health infrastructure.
Annex C
Cost Estimates for a Training-Orientation of a HRHMD System
 
1. 
The training-orientation can be spread, preferably in the first year of the 5-year plan.
2. 
Total training-orientation days for all 10 systems will range from 10-15 days. For example, a province may decide to implement 3 systems (e.g. HRH Information System, Traing and Development Needs Analysis, Career Development Management System) for the 1st half of the year for 5 days. The following year the 4CDMS subsystems (Retention Planning, Succession Management, Individual Career Planning, and Career Pathing). Another year, another 5 days for the remaining 3 systems (Job-related recruitment and selection systems HR Planning, Performance Management System).

3. 
The training-orientation may be on a live-in or live-out basis.
4. 
The number of participants may vary depending on the identified participants from the orientation training.

5. 
sample computation
	Live-in (5 days for 3 systems for 30 participants)
	

	Food and Accommodation at 1,200/pax/day
	

	Supplies and materials P 3,000/30 pax 
	

	
	Supplies 
	P 3,000.00

	
	Food and Accommodation P 1,200 x 30 x 5
	P 180,000.00

	
	P 183,000.00

	
	

	Live-out (5 days for 3 systems for 30 participants)
	

	Food and Accommodation at P600/pax/day
	

	Supplies and materials P 3,000/30 pax 
	

	
	Supplies 
	P 3,000.00

	
	Food and Accommodation P 600 x 30 x 5 
	P 90,000.00 

	
	
	P 93,000.00

	
	

	Computer with internet access assigned to 
	P 100,000.00 

	HRHIS plus printer 
	P 30,000.00 

	
	
	P 130,000.00

	
	
	

	Sourcebook reproduction of HRHMD 
	P 40,000.00

	With nine (9) HRHMD sourcebooks
	

	2,000 x 20 pax (1 sourcebook package per municipality)
	


Major Activities To Implement HRHMD Systems
Phase 1
	Activities
	HR compliment
	Resource Requirement
	Cost
	Source of fund

	1. HRMDS Overview:
Provide the Composite Team an overview of the 10 HRHMD systems (64 participants maximum)
	HHRDB
	Supplies P3,000
Meals P300 x 64pax x ½ day (live out) 
	3,000.00 
19,200.00
	

	2. Orientation/Training on HRMDS:
· Provide the CHD partners an overview the 10 HRHMD systems
· HRDU Head/main coordinator
· DOH Representatives (3pax/region) 
	HHRDB
	Supplies P1,500
Food and accommodation
P1,200 x 24x 2 days
(TEV and per diem 1 day before and 1 day after) 
	1,500.00 
57,000.00
	Sending agency

	3. Advocacy meetings with LGU (LCEs, Administrators, MHOs)
	DOH-HRHMD team 
	Office supplies
Meals 600 x 30 pax x 16 FI sites 
	8,000.00 
216,000.00
	

	TOTAL
	377,300.00 


Phase 2
	Activities
	HR compliment
	Resource Requirement
	Cost
	Source of fund

	1. Orientation/Training on HRMDS:
· Six systems and
· Four subsystems
· (AOs/HRMOs-HRHMD system interpreters, Prov’l & Mun. level
	DOH-HRHMD & CHD Team

	Supplies P3,000 x3
(staggered implementation of 10 systems/ subsystems) sourcebook
Meals – P600 (LIVE-OUT: lunch and 2 snacks) x 30 pax x 15 days
(TEV and per diem 1 day before & 1 day after, if LIVE-IN of pax and DOH-HRHMD Team)
	
	LGU
LGU
Sending agency

	2. Issuance of an administrative Order re:
adoption/installation of HRHMD system/s
	LCE LGU-HRHMD Implementer w/ TA from DOH-HRHMD Team

	Office supplies
Computer with internet access assigned to HRHIS plus printer
	P100,000.00
P30,000.00
	LGU

	3. Monitoring2
· tactic session
· coaching
	DOH-HRHMD Team
LGU-HRHMD Implementer
	TEV and per diems for 2 persons
	P70,000.00
	Sending agencies (DOH: CO/CHD)

	TOTAL LGU DOH
	P499,000.00 (LIVE-OUT)
P719,00.00 (LIVE-IN) 
P70,000.00


Option for LGUs
	Activities
	HR compliment
	Resource Requirement
	Cost
	Source of fund

	Advocacy meetings
· AOs/HRMOs 
· NGOs/GO partners 
	LCE LGU-HRHMD Implementer w/ TA from DOH-HRHMD Team

	Office supplies Meals 600 x 30 pax
(TEV and per diem 1 day before and 1 day after, if LIVE-IN of pax and DOH-HRHMD team)
	3,000.00 
18,000.00
	LGU
LGU
Sending agency

	Orientation/Training on HRHMDS:
· AOs/HRMOs (municipal level)
· NGOs/GO partners 
	LCE LGU-HRHMD Implementer w/ TA from DOH-HRHMD Team

	Supplies P3,000.00 x 3 
(staggered implementation of 10 systems/ subsystems)
Meals – P450 (LIVE OUT: lunch and 2 snacks) 30 pax x 15 days
(TEV and per diem 1 day before and 1 day after, if LIVE-IN of pax and DOH-HRHMD team)
	9,000.00 
270,000.00
(if training-orientation is LIVE-IN the cost is P540,000.00
	LGU
LGU
Sending agency

	TOTAL LGU
	P300,000.00 (LIVE-OUT)
P570,000.00 (LIVE-IN)


Budgetary Requirement

	PHASE 1
	HHRDB-DOH2

	P372,500.00

	PHASE 2
	DOH (CO and CHD) LGUs3
	P70,000.00
P449,000.00 (LIVE-OUT)
P719,000.00 (LIVE-IN)

	
	LGU Option
	P300,000.00 (LIVE-OUT)
P570,000.00 (LIVE-IN)


Annex D
Definition of Terms Related to Health Care Facilities5
	Capability
	the expertise provided by the hospital

	District Hospital

	a hospital established in a congressional district to make hospital services accessible to a catchment population of greater than 75,000. It shall also serve as the venue for medical-surgical missions.

	Establishment
	calls for the construction and operation of a new hospital

	Expansion
	calls for the increase in the number of beds in an existing hospital

	Extension Hospital

	an outreach component of a main hospital. It shall serve as a venue for medical-surgical missions and other related health activities. The distance shall not be more than 18 kilometers from the main hospital and not more than 30 minutes travel time.

	Facility
	the physical plant, equipment and tools needed for quality patient care

	Hospital

	a health care facility devoted for preventive, promotive, curative, and rehabilitative care of individuals. It shall also be construed as any institution, building or place where there are facilities and competent health providers to achieve its mission.

	Hospital Category

	the capability or type and level of services to be provided by the hospital based on licensing requirements.

	Medical Center

	is the highest tertiary health care facility with the highest capability level of care in the various specialties for emergency cases, out-patient consultations and in-patient care. It has sub-specialty clinics, teaching and training component, community linkage and transport service. 

	Municipal Hospital

	a Local Government Hospital to be established in an isolated or inaccessible area to provide immediate health services to catchment population size of greater than 25,000. It can also serve as venue for medical surgical missions.

	Primary Catchment 
Population
	the total population within the political subdivision where the proposed hospital will be located

	Provincial Hospital

	the health facility to be established for the Province with a total catchment population size of at least 200,000. It should be situated in a highly populated area or at the crossroad of transportation routes of the Province.

	Regional Hospital

	a government health facility with specialty and sub-specialty services in addition to the teaching, training and research functions. It will serve as end referral of hospitals in the entire region with a total catchment population size of at least 500,000.

	Re-nationalization

	the return of administrative and technical control of LGU hospitals to the National Government.

	Rural Health Unit Infirmary

	is basically a rural health unit with expanded services which includes beds to admit patients for observation or treatment of simple or minor illnesses. 

	Secondary Catchment 

	the population of the other political subdivision that has access (within 17.5 kms.) to the proposed site

	Population

	a hospital with a state-of-the-art diagnostic and therapeutic facilities specific for medical/organ problem area.

	Special Hospital
Upgrading
	the call for the change in category of a hospital to a higher level corresponding to the licensing requirements


Annex E
Formula in Determining Catchment Population, Bed Requirement, Bed Occupancy Rate, and Bed-Population Ratio 
1. Formula in Determining Catchment Population and Bed Requirement
Step 1. Determine the primary and secondary catchment population
Primary catchment population – is the population within the political subdivision 
(i.e. municipality, district, provincial or tertiary.)
i.e. The 1996 NEDA projected population of municipality A is 60,573 (primary catchment population)
Secondary catchment population – is the population of the other political subdivision that have access within 17.5 kms.
i.e. The RHU infirmary and primary hospital within 35 kms. (for secondary and tertiary hospitals) to the proposed site.
i.e. The municipalities of B (population – 35,107) and C (population – 52,570) are accessible to municipal A. Hence, the secondary catchment population of municipal A is 87,677.
TOTAL CATCHMENT POPULATION = primary catchment population + secondary catchment population 
148,250 = 60,573 + 87,677 
Step 2. Determine how many will get sick
Formula: Total Catchment Population x 42% = A
i.e. 148,250 x .42 = 62,265
Step 3. Determine how many will go to the government facility

Formula: A X 80% = B 
i.e. 62,265 x .80 = 49,812
Step 4. Determine those who will be admitted

Formula: B x 10%
i.e 49,812 x .10 = 4,981 
Step 5. Determine the estimated number of patients

If primary setting: 50% will require primary care
Formula: C X 50% = D1
i.e 4,981 x .50 = 2,491
If secondary setting: 30% will require secondary care

Formula: C X 30% = D2
i.e 4,981 x .30 = 1,494
If tertiary setting: 20% will require tertiary care

Formula: C X 20% = D3
i.e 4,981 x .20 = 996
Step 6. Compute for the estimated inpatient days

Formula: In-patient days = Expected length of stay x estimated number of patients
If primary setting : expected length of stay is 3 days
Formula: 3 days x D1 = E1 
i.e 3 days x 2, 491 = 7,473
If secondary setting: 5.5 days 
Formula: 5.5 days x D2 = E2
i.e 5.5 days x 1,494 = 8,217
If tertiary setting : expected length of stay is 8 days
Formula: 8 days x D3 = E3
i.e 8 days x 996 = 7,968 
Step 7. Determine the number of beds required

Primary setting:
Formula: F1 = E1/365
i.e 7,473/365 days = 20 beds
Secondary setting:
Formula: F2 = E2/365
i.e 8,217/365 days = 23 beds
Tertiary setting: 
Formula: F3 = E3/365 days = 22 brds
2. Formula for Computation of Bed Occupancy Rate

Step 1. Determine the estimated in-patient days

Follow Step 1 to 6 of Annex A
Step 2. Determine the expected occupancy rate using the following formula (proposed number of beds)

Formula: Occupancy rate = estimated inpatient days x 100
i.e Proposed no. of beds x 365 days
3. Determining Bed Population Ratio

Step 1. Determine the population of the area

Step 2. Determine the total number of hospital beds in the area (private and government hospitals)

Step 3. Determine the bed population ratio

Formula: number of hospital beds in the area 
Population of the area
Interpretation: For every bed, there are an X number of population
Annex F
General Guidelines on evaluation of Proposals for Capability/Facility Upgrading, Expansion of Existing Government Hospitals 
Capability/Facility Upgrading 
Steps:
· Determine the number of referrals for diagnostic and/or management to a higher level facility. 

· Determine the average occupancy rate for the last three (3) consecutive years.

· Determine distance of the proposed site from the higher level facilities.

· Determine whether the hospital site will allow a space for expansion of the hospital.

· Determine the availability and willingness of skilled manpower to manage the hospital.

· Determine the referring facilities and referrals to other health facility for higher case management.

· For hospitals under the Local Government Unit (LGU), determine the commitment of the Local Government to fund the operation 

ent Unit (LGU), determine the commitment of the Local Government to fund the operation 

Criteria

· At least 25% of cases seen by the hospital has been referred to other health facilities or to higher level facilities;

· Occupancy should be at least 80-85%; 

· Distance of the proposed site must be at least 150 kilometers away from a government Medical Center;

· Travel time must be less than 3 hours by land or sea transport from the nearest government hospital/medical center;

· Rural Health Unit (RHU) to be upgraded into an Infirmary or Primary Hospital must serve as a referral facility to at least 3 RHUs;

· Primary Hospital to be upgraded into a Secondary Hospital must serve as referral facility to one (1Primary hospital and three (3) RHUs;

· Secondary Hospital to be upgraded in a Tertiary (Regional) hospital must serve as a referral facility to at least two (2) Provincial hospitals and three (3) District hospitals.

Decision:

Meeting the above criteria for the following requirements that shall mean a positive evaluation of the proposal.
· referrals

· occupancy rate

· distance

· space

· manpower

· referring facilities

Proposals on Expansion
Steps:
· Determine the average occupancy rates for the past three consecutive years;

· Determine the case mix of admitted patients;

· Determine the bed requirements as related to the catchment population (Annex A for the computation);

· Determine the bed population ratio (Annex B in computation);

· Determine whether the hospital site will allow a space for expansion.

Criteria

· 1. The occupancy rate should be at least 80-85%;

· 2. The case mix should be appropriate for the category of the Hospital;

· 3. The bed population ratio within the catchment area should not be less than 1:500 per World Health Organization (WHO) standard; 

· 4. There is a space provided for expansion of the hospital facility;

· 5. For Hospitals under Local Government Unit (LGU), determine the commitment of the Local Government Executives (LGE) to fund the additional operating and maintenance expenses.

NOTE: As a matter of policy for LGU hospitals, funding requirement (i.e. personnel services, capital outlay, maintenance and other operating expenses) for the establishment of hospital shall be source out from the Local Government Unit. 
Decision:

Meeting the above criteria for the following requirements shall mean a positive evaluation of the proposal.
· average occupancy rate

· case mix

· catchment population

· bed population ratio

· space

· funding support

Proposals for the Establishment of New Hospital

1. 5-10 Bed Infrimary
Step 1. Determine the primary and secondary catchment population of the proposed Hospital within the Municipality (Annex A for computation);
Step 2. Determine the distance and the travel time by the usual means of transportation from the proposed site to the nearest existing government hospital facility;
Step 3. Determine the population ratio (Annex B for the computation)
Criteria

· The distance should be more than 35 kilometers and the catchment population is 20,000-25,000;.

· If the distance is less than 35 kilometers the travel time should be more than 3 hrs. and the population criterion is 20,000-25,000.

· If the distance is less than 35 kilometers and the travel time is less than 3hrs., a need analysis of the catchment population should yield an 80% utilization rate for the proposed infirmary and the existing government hospital (Annex B for the computation).

· The bed population ratio within the area should not be less than 1:500.

· For island Municipalities or inaccessible areas due to geographic barriers, catchment population must be at least 50,000; the site shall be at least 1hr. away by the usual means of transportation from the nearest existing government hospital facility.

NOTE: As a matter of policy for LGU hospitals, funding requirements (i.e. personnel services, capital outlay, maintenance and other operating expenses) for the establishment of hospital shall be sourced out from the Local Government Unit.
Decision:

If the above criteria for the distance, population, bed population ratio, and assurance of the funding support by LGEs (for LGU hospitals) are meet, then it shall mean a positive recommendation of the proposal.
2. Primary Care

Step 1. Determine the primary and secondary catchment population of the proposed hospital within political subdivision where the hospital is to be located (Annex A for the computation);
subdivision where the hospital is to be located (Annex A for the computation);
Step 2. Determine the distance and the travel time by the usual means of transportation from the proposed site to the existing government hospital;
Step 3. Determine the bed population ratio (Annex B for the computation);
Step 4. Determine the commitment of the Local Government Executives to fund the operation and maintenance of the hospital facility.
Criteria

· The distance should be more than 35 kms. and the catchment population is 75,000.

· If the distance is less than 35 kms. the travel time should be more than 3 hrs, and the catchment population should be 75,000.

· If the distance is less than 35 kms. but travel time is 2 or less than 3 hrs, the proposed municipal hospital must meet the following:

· A need analysis of the catchment area should show an expected workload of 80% utilization rate for the proposed primary hospital (Annex A for the computation).
· The distance of the proposed hospital from the nearest existing primary, secondary or tertiary government should be at least 17.5 kms.

· In the case of island municipalities, or geographical barriers, the following shall apply:

· The catchment population is 75,000.

· The proposed site shall be at least 1hr away by the usual means of transportation from the nearest government hospital facility.

· For Hospitals under Local Government Unit (LGU), determine the commitment of the Local Government Executives (LGE) to fund the additional operating and maintenance expenses and Memorandum of Agreement (MOA) on the referral system.

NOTE: As a matter of policy for LGU hospitals, funding requirement (i.e. personnel services, capital outlay, maintenance and other operating expenses) for the establishment of hospital shall be source out from the Local Government Unit. 
Decision:

If the above criteria for the distance, population, bed population ratio and assurance of funding support (for LGU hospitals) are meet, then it shall mean a positive recommendation of the proposal.
3. Secondary Care 

Step 1. Determine the primary and secondary catchment population of the proposed hospital (Annex A for the computation);
Step 2. Determine the distance and the travel time by the usual means of transportation from the proposed site to the nearest existing government health facility;
Step 3. Determine the bed population ratio;
Step 4. For the hospitals under the LGU, determine the commitment of the Local Government Executives to fund the operation and maintenance and a Memorandum of Agreement for the patient referral system.
Criteria

· The distance should be more than 35 kms. and the travel time is more than 3hrs, the total population should be more than 75,000.

· If the distance is less than 35 kms. and the travel time is less than 3hrs, the proposed secondary hospital must meet the following requirements:

· A need analysis of the catchment area should show an 80% utilization rate.

· Location of the proposed site provides access to the segment of the population that has difficulty in going to the existing secondary or tertiary government hospital.

· The distance of the proposed hospital from the existing primary, secondary or tertiary government hospital should be at least 18 kms.

· In the case of island municipalities or inaccessible areas due to geographic barriers the following shall apply:

· The catchment population should be more than 75,000.

· The site should be at least 1hr. away by the usual means of transportation from the nearest existing government hospital facility.

· The bed population ratio within the area should not be less than 1:500 per WHO standard.

NOTE: As a matter of policy for LGU hospitals, funding requirements (i.e. personnel services, capital outlay, maintenance and other operating expenses) for the establishment of hospital shall be sourced out from the Local Government Unit. 
Decision:

If the above criteria for the distance, population, bed population ratio, utilization rate and assurance of funding support (by the Local Government Executives) for LGU hospitals are meet, then it shall mean a positive evaluation of the proposal.
3. Tertiary Care
Step 1. Determine the primary and secondary catchment population of the proposed tertiary hospital (Annex A for the computation;
Step 2. Determine the distance and the travel time by the usual means of transportation from the proposed site to the nearest existing tertiary government hospital;
Step 3. Determine the utilization rate of the catchment area;
Step 4. Determine the availability of skilled manpower;
Step 5. Determine the bed population ratio;
Step 6. For LGU Hospitals, determine the funding commitment of the LGU’s. 
Criteria

· The distance should be more than 35 kms. and the travel time is more than 3hrs. The population criterion is at least 200,000.

· The expected workload is 80% utilization rate for the proposed tertiary hospital (Annex A for the computation). 

· The bed population ratio within the area should not be less than 1:500 per WHO standard.

· Secondary hospital to be upgraded to a tertiary level, it must serve as referral facility to at least 2 provincial hospitals or district hospitals.

NOTE: As a matter of policy for LGU hospitals, funding requirements (i.e. personnel services, capital outlay, maintenance and other operating expenses) for the establishment of hospital shall be sourced out from the Local Government Unit. 

Decision:

If the above criteria for the distance, population, bed population ratio, utilization rate and assurance of funding support by Local Government Executives for LGU hospitals are meet, then it shall mean a positive recommendation. 
Annex G
Estimated Budgetary Requirements for Construction of Health Facilities and Maintenance and Operating Expenses
 
Estimated Budgetary Requirements for Construction of Hospitals and Other Health Facilities
(Cost of Medical Equipment not included)
	Item
	Description

	Quantity

	Unit

	Unit Cost
	Estimated Amount


	1.
A. 
	HOSPITALS
10 – Bed Hospital 
	
	
	
	

	
	Building
	400
	Sq. m
	.25M
	10M

	
	Land Development

Building, Equipment and 

Furniture
	1
	Lot
	3 M
	3M

	
	 (30% of Bldg. Cost)
	30
	%
	10
	3M

	
	TOTAL 
	
	
	
	Php16.00M 

	B.
	25 – Bed Hospital  
	
	
	
	

	
	Building 
	1,873
	Sq. m
	.25M
	46.8M

	
	Land Development

Building, Equipment and 
	1

	Lot
	3.5M
	3.5M


	
	Furniture 
(30% of Bldg. Cost)
	20
	%
	46.8M
	9.3M

	
	
	
	
	
	56.6M

	
	TOTAL 
	
	
	say
	Php60.00M

	C.
	50 – Bed Hospital  
	
	
	
	

	
	Building 
	2,200
	Sq. m
	.25M
	55M

	
	Land Development

Building, Equipment and 
	1

	Lot
	4M
	4M

	
	Furniture 
(30% of Bldg. Cost)
	20
	%
	55M
	11M

	
	TOTAL 
	
	
	
	Php70.00M

	D.
	75 – Bed Hospital  
	
	
	
	

	
	Building 
	2,525

	Sq. m
	.25M
	63.1M

	
	Land Development

Building, Equipment and 
	1

	Lot
	5M
	5M

	
	Furniture 
(30% of Bldg. Cost)
	20
	%
	63.1M
	12.6M

	
	TOTAL 
	
	
	say
	Php81.00M

	E.
	100 – Bed Hospital  
	
	
	
	

	
	Building 
	4,854
	Sq. m
	.25M
	12.3M

	
	Land Development

Building, Equipment and 
	1

	Lot
	20M
	20M

	
	Furniture 
(30% of Bldg. Cost)
	20
	%
	12.1M
	24.2M

	
	TOTAL 
	
	
	say
	165.60M
1660M


	Item
	Description

	Quantity

	Unit

	Unit Cost
	Estimated Amount


	F.
	200 – Bed Hospital 
	
	
	
	

	
	Building
	6,177.00
	Sq. m
	.25M
	154.4 M

	
	Land Development

Building, Equipment and 

Furniture
	1
	Lot
	20 M
	20 M

	
	 (30% of Bldg. Cost)
	20
	%
	154.4M
	30.8 M

	
	TOTAL 
	
	
	say
	205.3M 

206 M

	II.

A.
	OTHER HEALTH FACILITIES
MAIN HEALTH CENTER (RURAL MODEL)  
	
	
	
	

	
	Architectural (Roofing, Ceiling, Floor Finishes, Painting, ) 
Electrical Works (upgrading)
Plumbing/Sanitary Works
	90.00
	Sq. m
	7,000.00
	630,000.00

	
	TOTAL 
	
	
	
	630,000.00

	B.
	MAIN HEALTH CENTER (W / 5-Bed INFIRMARY  
	
	
	
	

	
	Architectural (Roofing, Ceiling, Floor Finishes, Painting, ) 
Electrical Works (upgrading)
Plumbing/Sanitary Works
	135.00
	Sq. m
	7,000.00
	.945M

	
	TOTAL 
	
	
	say
	945,000.00

.95 M

	C.
	MAIN HEALTH CENTER (with LYING-IN CLINIC)  
	
	
	
	

	
	Architectural (Roofing, Ceiling, Floor Finishes, Painting, ) 
Electrical Works (upgrading)
Plumbing/Sanitary Works
	300.00

	Sq. m
	7,000.00
	2.1 M

	
	TOTAL 
	
	
	
	Php2.1.00M

	E.
	100 – Bed Hospital  
	
	
	
	

	
	Building 
	4,854
	Sq. m
	.25M
	12.3M

	
	Land Development

Building, Equipment and 
	1

	Lot
	20M
	20M

	
	Furniture 
(30% of Bldg. Cost)
	20
	%
	12.1M
	24.2M

	
	TOTAL 
	
	
	say
	165.60M
1660M


Estimated Budgetary Requirements for Operating and Maintenance Expenses

	HOSPITAL CATEGORY
	PERSONNEL SERVICE
	MOOE
	TOTAL CURRENT OPERATING EXPENSES

	1. Ten (10) Bed Municipal Hospital
	3.0 M
	1.5 M
	3.5 M

	2. Twenty-Five (25 Beds)District Hospital
	10.5 M
	4.5 M
	15 M

	3. Fifty (50 Beds) District Hospital
	12.4 M
	10.04 M
	22.44 M

	4. One (100 Beds) Hundred Provincial Hospital
	29.9 M
	40.1 M
	70 M

	5. Two (200 Beds) Hundred Regional/Medical Center
	47 M
	95 M
	142 M
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� Source: A.O. 2005-0023: Implementing Guidelines for Fourmula One for Health as Framework for Health Reforms


� Source: A.O. 2005-0023: Implementing Guidelines for Fourmula One for Health as Framework for Health Reforms  


� lifted from Draft DOH Administrative Order on Supplementary Guidelines to Administrative Order 2005-0023 to Cover Guidelines for Functional Operations of the Field Implementation and Coordination Teams (FICTs) at the Regional Level (October 2006) 





� lifted from Draft DOH Administrative Order on Supplementary Guidelines to Administrative Order 2005-0023 to Cover Guidelines for Functional Operations of the Field Implementation and Coordination Teams (FICTs) at the Regional Level (October 2006) 





� lifted from DOH Department Personnel Order 2005-1862 


� lifted from Draft DOH Administrative Order on Supplementary Guidelines to Administrative Order 2005-0023 to Cover Guidelines for Functional Operations of the Field Implementation and Coordination Teams (FICTs) at the Regional Level (October 2006) 


� lifted from Draft DOH Administrative Order on Supplementary Guidelines to Administrative Order 2005-0023 to Cover Guidelines for Functional Operations of the Field Implementation and Coordination Teams (FICTs) at the Regional Level (October 2006) 


� Source: Generic Procurement Manual Vol. 1 pp. 40-41, GPPB-TSO, June 2006 





� adapted from the Draft Guidelines in PIPH Development, 2007 
































� Discussed in an earlier section of the Manual, provinces wherein the EC grant will be administered as a trust fund by the World Bank will be referred to as the “Trust Fund or TF provinces”





� With a view to prevent abusive pricing, comparison of prices with that of comparable past transactions will be part of the assessment.





� However, the foregoing period for posting may be waived in case of procurement using the alternative mode of Negotiated Procure�ment, in cases when: (a) There is imminent danger to life and property; (b) Time is of the essence arising from actual or man-made calamities or other causes, where immediate action is necessary to prevent damage to, or loss of, life or property; or (c) To restore vital public services, infrastructure facilities and other public utilities. 


� As discussed in an earlier section of the Manual, provinces wherein the modality of EC grant will be budget support channeled through regular government procedures will be referred to as “Budget Support or BS provinces.” 


� Under R.A. No. 8293 (Intellectual Property Code of the Philippines), the registered owner of a patent, a copyright or any other form of intellectual property has exclusive rights over the product, design or process covered by such patent, copyright or registration. Such exclusive right includes the right to use, manufacture, sell, or otherwise to derive economic benefit from the item, design or process. 


� This is applicable when there is a contract for an infrastructure project consisting of the construction/repair/renovation of a plant, and critical components of such plant are prescribed by the contractor for it to guarantee its contract performance. For example, in the construction of a power generation plant, the contractor may require the use of certain components manufactured by a specific manu�facturer, whose products have been found to meet certain standards and are compatible with the technology used by the contractor. 


In this instance, Direct Contracting may be resorted to in the procurement of such critical plant components. However, the BAC must require technical proof that such critical plant components are the ONLY products compatible with the plant. 





� This condition anticipates a situation where the goods are sold by an exclusive dealer or distributor, or directly sold by the manufac�turer. In this instance, it is highly unlikely that sub-dealers can sell the same at lower prices. Further, the Procuring Entity has not identi�fied a suitable substitute for the product that can be procured at terms more advantageous to the government. 





� Please note that for Trust Fund Provinces, direct contracting is available for the procurement of goods and civil works. 





� For Trust Fund Provinces, it may be a contractor.





� Splitting of contracts is the act of dividing or breaking up government contracts into smaller quantities and amounts. It also is the act of dividing contract implementation into artificial phases or sub-contracts. Both actions are for the purpose of evading or circumvent�ing the requirements of law and the IRR-A of R.A. 9184, especially the necessity of public bidding and the requirements for the alterna�tive methods of procurement. (IRR-A Section 54.1)


If the procuring entity is found to have resorted to this mechanism to subvert the law, those responsible for this act shall suffer the penal�ty of imprisonment of not less than six (6) years and one (1) day, but not more than fifteen (15) years. This penalty is without prejudice to the imposition of other sanctions provided for in RA 3019 and other penal laws. (IRR-A Section 65.1.4)


� For Trust Fund Provinces, it may be a contractor.


� The term “ordinary or regular office supplies” should be understood to include those supplies, commodities or materials which, depending on the procuring entity’s mandate and nature of operations, are necessary in the transaction of its official businesses; and 


consumed in the day-to-day operations of said procuring entity. However, office supplies shall not include services such as repair and maintenance of equipment and furniture, as well as trucking, hauling, janitorial, security, and related or analogous services.





� Good standing should mean that suppliers have not committed any breach of contract (e.g., short deliveries, unreasonable delays in delivery of goods, delivery of defective goods, or similar acts) in previous transactions with the Procuring Entity or other government entity. The procuring entity has the responsibility to monitor contract implementation, as well as constantly monitor for updates on blacklisted suppliers posted at the website of the GPPB.


� For Trust Fund Provinces, it may be a contractor. 





� The criteria for evaluating the track record and capability of implementing agencies shall be in accordance with the guidelines to be issued by the Department of Public Works and Highways in consultation with the leagues enumerated under the Local Government Code. 





� Source: HHRDB’s Monograph: Province-Wide Investment Plan for Health (PIPH), Human Resources for Health Management and Development Systems (HRHMDS) Package 





� Source: HHRDB Presentation on the National Retooling and Retraining Plan 





� Source: National Center for Health Facilities Development 





� The contents of these are a compilation of excerpts from 1) NCDPC’s Second Women’s Health and Safe Motherhood Project (WHSMP2) Project Implementation Plan 2005-2011 (PIP 2005-2011), 2) A.O. 2006-0029: Guidelines for Rationalizing the Health Care Delivery System based on Health Needs, and 3) NCHFD’s Draft Guidelines in Evaluation Proposals on Establishment and Capability Upgrading of Government Hospitals. 





� . Lifted from B. Aldaba, LGU Scorecard. Consultant’s Final Report. 2007    





� Source: HHRDB’s Monograph: Province-Wide Investment Plan for Health (PIPH), Human Resources for Health Management and Development Systems (HRHMDS) Package





� During the monitoring phase, the DOH-HRHMD Team shall provide further technical assistance in implementing and/or adopting the HRHMD systems to their areas. The DOH (HHRDB/CO) shall monitor the area at least one quarter, the CHD shall visit at least bimonthly and the DOH at least 1/ month





� Source: NCHFD’s Draft Guidelines in Evaluating Proposals on Establishment, Construction of a New Hospital, Expansion and Capability Upgrading of Existing Government Hospitals
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