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This policy brief presents the summary of the review1 conducted on the receipt and
utilization of the share of National Wealth (NW) for local government units (LGUs) hosting
extractive industries. A United Nations Development Programme (UNDP) tailor-fitted capacity
assessment methodology was also carried out in parallel with the review. Pilot sites were
selected based on the following criteria: (1) included in the 609 poorest municipalities/cities;
(2) “geographical representation” for Luzon, Visayas, Mindanao; (3) “LGU level representation”
- province, city, municipality, barangay, and (4) “resource use” representation – mining, hydro,
geothermal, oil and gas, coal, etc.,
Hydropower

Itogon, La Trinidad, Bakun, Sablan, Bokod, and Tuba Municipalities
in the Province of Benguet

Mining

Aroroy, Masbate; Claver, Surigao del Norte; Toledo City

1 LGUs sharing national wealth
derived from hydropower generation
A. Province of Benguet
As of 6 September 2012, the amounts received (2007-2012) from the share of NW from
hydroelectric plants did not indicate if these represent the total rightful share of the LGU.
Take the case in 2011 when the provincial share from the taxes received from Bakun AC 1&11
(Luzon Hydro Corp.) is less than a third of the 2010 remitted amount. Another is the share
from taxes paid by D. Hedcor Inc. at 8,605,647.68 pesos for seven years of non-payments
(CY2002 to 2009).
Specific development expenses could not be attributed to the collected shares because all
sources of income are lumped as general fund for the year. Nevertheless, the funds were
spent for purposes as described in the Annual Investment Program (AIP).

B. Itogon, Benguet
The dam-hydropower plant is situated in Itogon. Except in far flung sitios which
are inaccessible and the settlement is so dispersed, thus, making electrical
connections so expensive, all of the barangays are energized.

Revenues and expenditures
There is an erratic release of the shares of Itogon for years 2009-2010,
subsequently affecting planning. For instance, there is a wide digression
of amounts actually received from the budget estimates. Disparities
are from -14% to +175%. Money coming from the share of NW is
substantial to support the projects of the LGU. Nearly PhP33,000,000
came from the NW share from mining (22m) and water (10m).
The actual expenditure is less than the income generated in 2011
resulting to savings of about PhP36,000,000. The LGU spent 65% of
its income for personal services, 31% for operating expenses, and
7% for public infrastructure. The bulk of the expenses pay for the
electricity bills and other expenses associated with electrification
of the municipality.

Issues
The municipality is receiving good amounts from its share
of NW from hydropower generation, although in variable
amounts and with slight delays. The money eventually gets
integrated as part of the general fund together with the other
sources of income of the municipality. It is still possible to trace
the attribution of project expenses to the NW fund, but this will
require so much time and effort like sieving through voluminous
receipted documents.
The prevailing threat of reduced NW share may happen in
the future if the applications for exemption, such as that of the
SNAPB, on the basis of the Renewable Energy (RE) Act, are
favourably acted upon. Itogon argues that the SNAPB is not
qualified for the exemption. The government has to examine this
closely especially because the community appears agitated and
said that the company is not being monitored.

Efforts on Poverty-Environment (PE) Linkages
The plan to open a separate account for the national wealth
collection is an attempt to ensure that the fund is used primarily for
poverty alleviation and environmental protection. The utilization of
the fund could then be facilitated since it will be less bureaucratic to
process the applications for support.
Since the shares are substantial for investment, the LGU passed
an Ordinance No. 04 s2004 enacting the Investment Code of the
Municipality. It took another four years (2008) before the Council
adopted a Resolution No. 372 s2008 specifically creating the
Municipal Economic Enterprise Development and Management
Office (MEEDMO). This is the focal body for the “conceptualization,
and profitable management and operation of all feasible economic
enterprises” of the municipality. Until today, operationalizing the
MEEDMO has been slow but gaining ground on low level investment
like equipment rentals.
Lately, MEEDMO is getting a highlight because the LCE wishes to
set up the “one-stop-shop gem stone handicrafts” of Itogon. Viewed
as a first-of-its-kind in the Cordillera Administrative Region (CAR)
and in the entire country, the initiative will attract local and foreign
tourists. This one-product schema under an eco-tourism concept
will propel economic development of the area besides possibly
initiating an indicative system of sustainable small-scale mining
where the majority of the population benefits. It is expected that the
20% development fund from the NW will be used into this venture,
and that powering this central business district of Itogon will come
from the 80% allocation.
In pursuit of socio-cultural development, a Memorandum of
Agreement in 2010 between the company, province, municipality
and the Indigenous Peoples was executed to establish an
‘Indigenous Peoples Heritage Site in Ambuklao and Binga’. Such
action is important to keep the socio-cultural history and the rich
traditions of the peoples. Support funds will come from the share
of NW.

C. La Trinidad
La Trinidad integrates the monies from the NW sharing with the
general fund. The Pre-Closing Trial Balances from 2007-2011
provided by the municipality did not identify the shares from
hydropower industry, while it detailed the debits and credits for
the years.
Actual receipt of NW share versus targeted income
Year

Income target

Actual receipt

Q2, 2012

3,000,000

2,964,664

-1%

Q4, 2011

3,100,000

3,424,421

+10%

Source: Municipal Treasurer (2012).

To target

D. Tuba
The municipality is getting limited benefit in comparison with other
municipalities which have greater participation in the hydropower
development. Accordingly, all revenues derived from share from NW
are allocated for the electricity of the municipality.
Actual receipt of NW share versus targeted income
Year

Income target

Actual receipt

To target

2011

275,500

286,238.64

+4%

2010

400,000

384,876.66

-4%

2009

350,000

275,411.18

-21%

2008

350,000

280,383.45

-20%

Source: Municipal Treasurer (2012).

E. Bakun
The Statement of Receipts Sources of the municipality reports a
receipt of -100% as of Q2 2012. The previous years from 2008-2010,
the municipalities received over 50% additions from the estimates
followed by declines until present. Consistently, the NW share is
integrated in the general fund.
Actual receipt of NW share versus targeted income
Income target

Actual receipt

To target

Q2, 2012

Year

5,000,000

15,772

-100%

Q4, 2011

5,000,000

2,505,814

-50%

Q4, 2010

4,000,000

6,380,088

+60%

2009

3,000,000

4,929,438.44

+64%

2008

3,000,000

4,730,766.48

+57.69%

Source: Municipal Treasurer (2012).

F. Sablan
In the provided Statement of Receipts and Expenditures, the
municipality has yet to receive its 2012 share, although the 2011
share was received in full, which is integrated in the general fund
(PhP2,512,037).

G. Bokod
The monies received by Bokod are lumped as part of the general
fund. Therefore, the Statement of Income and Expenses do not
contain attribution of development to the contribution coming from
the NW.
Amounts of NW share from industries operating in the
municipality
Year

Particulars

Amount, pesos

July
2012

1st and 2nd quarter (SN Aboitiz)

2,580,033.50

2011

(SN Aboitiz Power Benguet Inc.
later SN Aboitiz)

3,611,919.64

2010

SN Aboitiz Power Benguet Inc

1,358,437.44

2009

SN Aboitiz Power later National
Power Corporation

2,651,780.97

2008

National Power Corporation

Source: Municipal Treasurer (2012).

800,361.07

MENRO-Aroroy, Masbate

Sample projects supported by the NW fund
Projects funded

Allocation,
pesos

Amount of shares: 10,721,212 (Ordinance No. 053-2011)
Livelihood projects

1,221,212

Infrastructure projects
OSCA building

500,000

Concrete pipe culvert

500,000

Box culvert

400,000

Administrative building of AMC with furniture
and fixtures

800,000

CENRO-Toledo.

Projects funded
Drainage canal

1,000.000

Repair and rehab of road

1,500.000

Fish port

2,000,000

Perimeter fence

800,000

Pergola

300,000

Installation of wall and door at the fourth
floor

100,000

Construction of radio room

200,000

Web page development

200,000

Fabrication and installation of signage of
sports complex

200,000

Opening of farm to market road
Provision of Post-Harvest Facility: Small-Scale Palay Flat Bed Dryer to
Cabangcalan Farmers in 2012 (PHP200,000/unit) in Aroroy, Masbate; Waste
Dump Reforestation program in Toledo City, Cebu.

Allocation,
pesos

1,000,000

Amount of shares: 4,704,881 (Ordinance No. 008-2012)
Livelihood projects

300,000

Machines for Livelihood Enhancement
Center

600,000

Infrastructure

2 LGUs Sharing national wealth 		
derived from mining
The examined LGUs hosting mining ativities are spread in Mindanao,
Visayas, and Luzon. The levels of investment are macro with the
company in Claver being the biggest in the Asian region on nickel
processing; in Aroroy, the company is among the biggest in gold
production; and in Toledo, the company is a large copper mining
industry by world standards.

A. Municipality of Aroroy, Masbate
Notice of funding check issued (NFCI)
The releases by the Department of Budget and Management (DBM)
appear as regularized in 2012, and have improved since the second
release in the 4thQ of 2010.
Collected share from NW
Date of notice

Amount, pesos

17 August 2012

20,880,955

2 July 2012

10,964,207

14 March 2012

4,704,881

8 November 2011

5,750,410

8 December 2010

3,412,200

23 September 2010

2,007,913

12 May 2010

425,425

Source: MTO (2012).

Appropriation Ordinance for spending the share
A Supplemental Budget (SB) is passed by the Sangguniang Bayan
for every receipt of the share of NW. The SBs refer to the Local
Development Investment Plan (LDIP) or Annual Investment Plan
(AIP) as basis for the project identification.

Sewerage treatment facility
(slaughterhouse)

500,000

Foot bridges

500,000

Concreting/painting of road shoulders

500,000

Provision of sanitary toilets

500,000

Barangay Dev’t Support Infrastructure
Projects
Mayor’s office

1,000,000

Vice Mayor’s Office

200,000

Sangguniang Bayan Office

300,000

Dev’t administration (CBMS data collection)

304,881

Source: SB (2012).

Barangays Puro and Syndicate
Barangay Puro is the main host barangay. Its Detailed Revised/
Updated Annual Investment Plan 2012 is the item charged against
the excise tax share. Outside the items on ‘solid waste maintenance’
amounting to PhP500,000 and ‘livelihood program’ with allocation of
PhP500,000, the rest of the expenditures could be categorized as
support infrastructure and equipment amounting to PhP12,241,894.
For Barangay Syndicate which receives PhP942,375 as share from
NW, the money is allotted for office supplies, Lakbay-aral, road
concreting, and livelihood program, per the Updated/Revised Annual
Investment Plan.

B. Claver, Surigao Del Norte
Revenue generation
Thirty two percent (32%) of the total LGU revenue of Claver comes
from the share from the NW. To show a sample of the release of LGU
share, Claver received a 17 July 2012 notice for PhP16,994,028 for
its share from taxes collected from mining during 2nd and 3rd quarters
of CY 2011.

Statement of receipts
The levels of shared NW are far off from the estimates. The delays
of releases of the share and the undetermined amounts released
plus the unknown production of the mining companies have been
cited as culprits of these off-target estimates. In the Trial Balance
for the period ended 30 June 2012, the share from NW amounting
to PhP45,005,352 has been lumped in the general fund of the LGU.

Statement of appropriations, allotments, 			
obligations and balances
From 2008 until 2012, the table below shows the pattern of planning
and budgeting of the LGU vis-à-vis NW. There are certainly bases in
appropriating and allotting amounts from the NW, but by the levels of
obligation, the history of receipt of monies is problematic.
Four-year statement of appropriations, allotments,
obligations and balances on NW
Year ending

Allotment

Obligation

Balances of
allotment

2011

28,505,919

7,935,180

20,570,739

2010

34,395,710

3,671,910

30,723,799

2009

25,727,000

17,618,511

8,108,488

2008

47,949,925

3,406,036

44,543,888

(PhP3,500,000); city hall administration/computerization
(PhP16,000,000); and rescue force/disaster response team
training (PhP5,000,000).
Investment in support infrastructure is the main development
work of the LGU. The total for the year is PhP520.8 million, while
for Coastal Resource Management (PhP500,000), agriculture
and fisheries development projects (PhP2,000,000), and ecotourism development projects (PhP5,000,000).
Barangay Don Andres Soriano
Barangay Lutopan (DAS) is the host community with a substantial
share of NW (e.g. PhP4,842,516 in 13 July 2012). The barangay
practices supplemental budgeting for the share from NW, so that
every cent could be accounted for and development attributed
from the source of support. The SB No. 8 is for the PhP34,842,516.
Another was passed in 28 June 2012 for PhP3,602,923 and on
8 September 2011 for PhP7,172,538.
The current Barangay Council is a dynamic set of officers with
innovations on local governance. The effort placed in enhancing
local administration to increase delivery of services is appreciated.
Several documents were provided to emphasize that poverty
alleviation and environmental protection are being addressed,
among these include the following products:

Source: MA (2012).

Substantial amounts were left because some programs/projects/
activities (PPAs) have not been implemented or some were
perhaps disallowed. Interesting information for years 2008-2012
were collected from the Municipal Engineering Office. The share
from NW heavily supported infrastructure development. Except
for a few exceptions, the engineering works total PhP21.5 million
(2008); PhP31.8 million (2010); PhP28.5 million (2011); and
PhP42 million (2012).
Barangay Taganito
The barangay covers 5,021 hectares, but the Mineral Production
Sharing Agreement (MPSA) occupies 4,877 hectares. This means
that nearly 90% of the barangay is probably targeted for mining
operations. Ninety eight percent (98%) of the income of the barangay
comes from its share from the NW. For 2010, this amounted to
PhP14,200,000. Micro and small business are brisk from the cash of
wagers of the mining company. But, noticeably, agriculture activity in
the 271 hectares is minimal. Some coastal rice fields were converted
into mine tailing ponds. Fifty four percent (54%) of the households
have somebody employed with the mining company, however, 56%
of the households still live below the poverty threshold.

C. Toledo City, Cebu
The city is a small participant however, there is indication of increase
in shares received. It is projected that the share from the NW will
increase as the company shall have increased its production.
Budget versus actual income received from the share
of national wealth
Budget
estimate

• Comprehensive Barangay Development Plan (2008-2012)
• Revised Barangay Risk Reduction and Management Program
(2010-2013)
• Barangay Governance and Development (2011-2013)
containing the PPAs, expected outputs, budget and source,
implementation period.
• Adding to the impressive documentation of the barangay
development efforts is the Barangay Public Safety Plan (2012),
the Public Servant Performance Appraisal System, and the
Barangay Governance Performance Management System.

3 Poverty-environment linkages
The reported delays and the undetermined amounts from the
sharing of NW in the 2011 cases reviewed were also observed for
the current cases. Moreover, the pattern of the utilization of the
LGU share is similar, in two routes, i.e.:
1. drawn from a list of fundable projects through supplemental
budgeting, or
2. drawn from an AIP funded from integration of the national
wealth share into the general fund.

Statement of income sources

Year

• The Strategic Organizational Excellence Plan (2009-2013)

Actual
income

Excess of actual
vs budget

2008

-

587.83

587.83

2009

-

8,235

8,235

2010

3,000,000

4,271,284

1,271,284

2011

10,000,000

9,198,615

(801,385)

Development expenses
Few items are described as a combination of infrastructure and
non-infrastructure projects in the listing of PPAs in the updated
LDIP (2012-2016), as follows: environmental protection and
management (PhP24,000,000); coastal resource management

The review concludes that capacitation is needed for the LGUs
to proactively evolve the LDIP and AIP, especially because the
type of development in the locales is resource extractive. The
current challenges and stresses that the communities are facing
call for urgent action, even while these are positively viewed as
economic opportunities. The LDIP maybe an exhaustive list of
projects (national and local) but oftentimes does not indicate how
these could be funded or invested on by the LGU. There seemed
to be no conscientious investment plan within the LGU’s fiscal
management powers and authority except for trying to ‘save for
the rainy days’.
The LGUs require capacitation support to move into anticipatory
actions like implementing strategic investment options for the
‘saved money’ by wagers of the mining company, assuming
that the attitude for productive saving is with the workers. The
spirit of entrepreneurship has to be encouraged in favor of
saving for non-productive spending. The range of micro,
small, and medium enterprises development for households,

partnerships, cooperatives, and associations has to root
early in the dissipating primary production capacities of host
communities to feed self.
The PPEI’s focus on LGU capacity development is
on course, but the earlier intention to develop P-E best
practices from LGUs with shared NW seems to be
farfetched, perhaps to be considered two-three years from
today. The political grounding for sustainable development,
however, has refined targeting on policies like full disclosure,
climate proofing, and DRRM-responsive approach. The
PPEI can support this political grounding by introducing retooling procedures for LGUs on PE linkages.

4 Key recommendations
Key recommendations for both national and local governments are
as follows:

A. Follow up on policy issues
Quick Smart
• Answer the question whether the national wealth LGU share is a
special fund or not.

governance, it will conduct parallel build-up of human capital of the
poor to break out of poverty, through formal and informal education.
In part, the P-E Handbook may be used for the partner households
of wagers of the extractive industries in the locale.
Three sides of capacity development should address the following
general needs of the population:
• Optimizing the transient benefits by diversifying on productive
enterprises,
• Adapting and/or coping, and
• Proactive building up of new-site community, perhaps with
same set of core population, and LGU governance.
LGUs
Conduct a PEI Trainers’ Training, preferably for supervisor-level
officers and managers who are engaged in planning and development
of projects from the 2011-12 participating LGUs. Suggest further to
schedule the PEI Trainers’ Training in the third to fourth quarters.
The following subject matter must be emphasized, although other
topics may arise during the conduct of capacity assessment of other
participating LGUs not covered in the 2-year work of the PPEI:
• Setting up of digitized LGU Management Information System.

• If it is a special fund, can it be ring fenced and deposited in a
special bank account.

• Good governance (local administration) to include aspects on
moral regeneration of the LGU.

• Expand the coverage of the DBM-classified development projects.

• Conflict negotiation so the LGU could effectively participate in
multi-partite monitoring bodies, and to productively engage in
mutually beneficial negotiation with the extractive industry.

Strategic
Regionalize JC 2009-1. In 2011, this suggestion was surfaced
as material to the regularization of the release of the LGU share.
The reviewed cases show delays in the transmittal of the share,
although generally has improved. Another study led by PPEI has
looked closely on this and formulated interventions, hopefully to be
implemented by 2013.
Accounting Template. Regardless of whether the NW LGU share
is to be considered as a special fund or not, an accounting template
specific for the income source should be evolved. The use of the
form will increase the monitoring efficiency on the utilization of the
fund for P-E linkages.
Spatial transfer. Strategic spatial transfer of mining communities
will save the local communities from the lethal impacts of land mass
movements due to the physical destruction of the landscape.

B. Conduct Systematic Capacity Development
The Philippines’ P-E Handbook for capacity development could
“universalize” the P-E mainstreaming task of the LGUs. In the
budget-planning of the LGUs, the zero-based budgeting will be
adopted for effective linking of poverty and environment. Moreover,
while capacity development addresses the weak processes in local

• Identifying best development projects (prioritization, etc.) and
‘Project Cycle Development’ planning.
• Protection management (planning and management) of strategic
sites for sustainability like water reservoir, cultural heritage areas,
primary production areas.
• Climate Proofing the AIP (PPAs).
Household
Core P-E Trainers from LGU will conduct a Trainers Training for
select households. The curriculum is expected to be different from
that of the LGUs, although many modules in the P-E Handbook will
be applicable. The target is to encourage households to save and
invest on MSMEs. The following subject matter must be emphasized:
• Best land use (post) option analysis.
• Micro, small, and medium business/enterprise development with
initial capitalization from the savings of workers.
• Payment for ecosystem services.
• Savings attitude under high cash fluidity due to salaried workers;
encourage saving by investing on productive ventures.

Capacity assessment for mainstreaming
poverty-environment linkages 				
into local governance
Simultaneous with the case reviews, a capacity assessment was
conducted with the same LGUs from July to September 2012.
A capacity assessment tool was developed which composed of
twenty (20) indicators representing five (5) functional areas, and
each LGU was assessed by their level of capacity in each of
these functional areas.
LGU concerns
The major concerns of the LGU respondents are about skills and
tools on framing policy or strategy on enhancing skills of staff
on developing training manual on mainstreaming P-E linkage,
monitoring the sustainability of best practices on mainstreamed
P-E linkage, and the development of strategies to mainstream
green growth investments.
There are lesser concerns over providing logistical support for
implementation of programmed PPAs, assessing opportunities
and threats and taking actions for mainstreaming, and developing
policies that ensure multi-stakeholder participation.

ensure their
participation.
4. Municipalities have
the capacity to identify
and formulate process and
state indicators that may ensure
sustained mainstreaming of P-E
linkages.
5. Despite perceived lack of plantilla positions,
municipalities have the moderate capacity to
monitor and evaluate implementation of policies,
finance training activities and develop human resource for
P-E efforts.
Key Capacity Gaps and Training Needs
1. Insufficient knowledge and competency among the local
government officials/ personnel on mainstreaming P-E linkage.
2.	Lack of trained human resources that will sustain efforts about P-E
linkage.

Key Capacities
1. The municipalities demonstrated capacity to formulate local
development plans and investment plans as a prelude to
annual budgeting to achieve their targeted development and
poverty alleviation goals.
2. Municipalities, on analysis, have demonstrated familiarity with
the AIP preparation process that ensures synchronicity in
planning, programming and budgeting.
3. It is demonstrated that municipalities have the capacity to
assess the local situations with the participation of sectors
and government agencies and provide logistical support to

3. Capacity development activities on integrating the Climate Change
Adaptation (CCA) and poverty alleviation programs in budgeting
process; climate smart green growth project development;
establishment of open access knowledge management system;
proper linkage and networking strategy; community-based
monitoring system; environmental education that includes
environmental management system, environmental audit,
environmental health and safety; and Geographic Information
System (GIS) and its actual application and others.
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