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BACKGROUND 

Initiatives in Congress to declare 2020 as a climate and disaster emergency year
1
 gained 

traction when Sec. Roy Cimatu, as Chair of the Cabinet cluster on climate change 

adaptation, mitigation and disaster risk reduction recently announced that “the 

Philippines is leaning toward declaring a climate emergency, which would deepen the 

country’s commitment to action to check the climate crisis.” Sec. Cimatu revealed that  his 

Cabinet cluster had earlier approved a resolution supporting Albay Rep. Joey Salceda’s 

House Resolution No. 535 moving to declare a disaster and climate change emergency in 

the country.
2
 Obviously, such initiatives recognize that the Philippines is one of the 

countries in the world with highest degree of exposure to disasters and climate change 

impacts. Based on data from EM-DAT
3
, it is among the countries that was affected by the 

most number of natural disasters from 1986-2015 with 410 occurrences. As a result of 

these disasters, there were over 40,000 deaths and $23 Billion worth of damages. From the 

same period, the year with the highest number of deaths and damages recorded was in 

2013 with more than 7,000 deaths and $12 Billion respectively. Dividing the cost of 

damages with the population in 2013
4
, the country had lost $128 for each Filipino in 2013

5
.  

 

A host of policy measures on financing are being employed by government to cover such 

loss and damages from disasters in the Philippines. However, funds and resources for 

disaster and climate risk financing measures rely mostly on public funds. Hence, the 

government incurs opportunity costs. This implies that large amounts of public resources 

go to initiatives on Disaster Risk Reduction and Climate Change Action, rather than other 

basic public services. Given the climate and disaster emergency, there is a need a great 

need to develop proactive policy measures on climate and risk financing to ease the burden 

on the public financing system.  

 

One low hanging financing policy option on addressing climate and disaster risks in the 

Philippines is climate and disaster risk insurance (CDRI). Recently, insurance coverage 

has emerged as an important means for ensuring protection from disasters enabling 

communities to recover after a devastating loss. According to Lloyd’s
6
 an increase of 1% 

on insurance coverage (penetration) saves public spending for rehabilitation and recovery 

by 22% or reduces the tax burden on the people by 22%. 

  

 

1 See House Resolution Nos. 535 (filed Nov. 19, 2019 by Cong. Joey Salceda) and 724 (filed Feb. 17, 2020 by Cong. 
Loren Legarda)    

2 See https://newsinfo.inquirer.net/1346464/cimatu-ph-leaning-toward-declaring-climate-emergency#ixzz6azpmRycg 
3 D. Guha-Sapir - EM-DAT: The CRED/OFDA International Disaster Database – www.emdat.be –  
UniversitéCatholiquedeLouvain – Brussels – Belgium. 

4 See http://data.worldbank.org/country/philippines?view=chart  

5 Equivalent to PHP 56.00 See http://www.bsp.gov.ph/dbank_reports/ExchangeRates_2_rpt.asp?freq=D&date-
from=12%2F06%2F2013  for the exchange rate in 2013 (December 2013 exchange rate was used)  

6 See https://www.lloyds.com/  

 

https://newsinfo.inquirer.net/1346464/cimatu-ph-leaning-toward-declaring-climate-emergency#ixzz6azpmRycg
http://www.emdat.be/
http://data.worldbank.org/country/philippines?view=chart
http://www.bsp.gov.ph/dbank_reports/ExchangeRates_2_rpt.asp?freq=D&datefrom=12%2F06%2F2013
http://www.bsp.gov.ph/dbank_reports/ExchangeRates_2_rpt.asp?freq=D&datefrom=12%2F06%2F2013
https://www.lloyds.com/


There are already laws in the country that provide for a system for climate and disaster risk 

insurance, as the follows:  

 

1. RA 656 or the “Property Insurance Law” has established the Property Insurance 

Fund under the Government Service Insurance System (GSIS). Section 2 of the act 

states that the purpose of this fund is to “indemnify or compensate the Government 

as defined in this Act for any damage to, or loss of, its properties due to fire, 

earthquake, storm, or other casualty there is…” It also instructs local government 

units (LGUs) through Section 5 to insure its properties with the Property Insurance 

Fund and pay the premiums thereon except for municipal governments below first 

class.
7
 

2. Presidential Decree No. 245 amended RA 656 by providing GSIS the power and 

authority to enter into any business transactions or operations with regard to 

insurance and reinsurance including their capacity to “cede reinsurance abroad” 

due to the “limited capacity of local non-life insurance companies.”
89

 

3. Administrative Order No. 33 prescribes insurance guidelines for the inclusion of 

properties, contracts, rights of action and other insurance risks in which the 

government has an insurable interest.
10

 

4. Administrative Order 141 prescribes insurance guidelines for the inclusion of 

properties, contracts, rights of action and other insurance risks of the government 

in privatized corporations including Build-Operate-and-Transfer (BOT) Projects.
11

 

5. Sections 6 and 21 of RA 10121 or the “Philippine Disaster Risk Reduction and 

Management Act of 2010” provide for the establishment and guidelines for the use 

of the Local Disaster Risk Reduction and Management Fund (LDRRMF). LGUs are 

mandated under RA 10121 through Section 21 to allocate not less than 5% of its 

regular sources of revenue for its LDRRMF. The LDRRMF can be used by LGUs for pre-

and post-disaster activities including calamity insurance.
12

 

6. RA 9729 or the “Climate Change Act of 2009” provides for the establishment of 

the Climate Change Commission (CCC). Among the powers and functions of CCC, as 

enumerated in Section 9 of the act, is to create “an enabling environment for the 

design of relevant and appropriate risk-sharing and risk-transfer instruments.”
13

 

 

Despite the existence of the above-mentioned laws, insurance for disaster-related 

damages remain to be inadequate. During the forum of the Standing Committee on Finance 

(SCF) of the Conference of Parties (COP) held in the Philippines last September 2016, Mr. 

Takeshi Kuwabara, who has studied the “insurance mechanism for incentivizing disaster 

public infrastructure in Metro Manila commissioned by the Japan International Cooperation 

Agency (JICA) in partnership with GSIS”, said that there are still public assets that are not 

insured or are under-insured.
14

 As consequences, he said that there is high propensity for 

inadequacy in loss payment after disasters; difficulty in maintaining legitimate insurance 

programs; and possible undermining of Disaster Risk Financing Strategies. Moreover, the 

 

7 See http://www.gsis.gov.ph/general-insurance/general-insurance-mandate/republic-act-no-656/    

8 See http://www.gov.ph/1973/07/13/presidential-decree-no-245-s-1973/  

9 See https://unfccc.int/files/cooperation_and_support/financial_mechanism/standing_committee/application/pdf/sato_kuwabara_vitug-palanca_making_risk_fi-

nance_an_integral_synergizing_element_of_comprehensive_risk_management.pdf  

10 See http://www.gov.ph/1987/08/25/administrative-order-no-33-s-1987/  

11 See http://www.gov.ph/1994/08/17/administrative-order-no-141-s-1994/  

12 See http://www.ndrrmc.gov.ph/attachments/article/45/Republic_Act_10121.pdf  

13 See http://www.gov.ph/2009/10/23/republic-act-no-9729/  

14 See http://unfccc.int/files/cooperation_and_support/financial_mechanism/standing_committee/application/pdf/takeshi_kuwabara_biography.pdf  

http://www.gsis.gov.ph/general-insurance/general-insurance-mandate/republic-act-no-656/
http://www.gov.ph/1973/07/13/presidential-decree-no-245-s-1973/
https://unfccc.int/files/cooperation_and_support/financial_mechanism/standing_committee/application/pdf/sato_kuwabara_vitug-palanca_making_risk_finance_an_integral_synergizing_element_of_comprehensive_risk_management.pdf
https://unfccc.int/files/cooperation_and_support/financial_mechanism/standing_committee/application/pdf/sato_kuwabara_vitug-palanca_making_risk_finance_an_integral_synergizing_element_of_comprehensive_risk_management.pdf
http://www.gov.ph/1987/08/25/administrative-order-no-33-s-1987/
http://www.gov.ph/1994/08/17/administrative-order-no-141-s-1994/
http://www.ndrrmc.gov.ph/attachments/article/45/Republic_Act_10121.pdf
http://www.gov.ph/2009/10/23/republic-act-no-9729/
http://unfccc.int/files/cooperation_and_support/financial_mechanism/standing_committee/application/pdf/takeshi_kuwabara_biography.pdf


rate of insurance penetration in the Philippines is just below 2% of the population. One of 

the reasons for the low insurance penetration, according to Jerry Velasquez, Head of 

Advocacy and Outreach of the U.N. Office for Disaster Risk Reduction (UNISDR), is that the 

people cannot afford the high costs of premiums and many people have low awareness on 

how insurance works.
15

  

 

Notably, a significant policy initiative by the Department of Finance (DOF) is the formulation 

of the National Disaster Risk Financing and Insurance (DFRI) Strategy, which has the 

following goals and priority areas
16

: 

 

Goals:  

• To maintain sound fiscal health at the national government level, necessary to 

support long-term rehabilitation and reconstruction needs; 

• To develop sustainable financing mechanisms for local government units 

necessary to provide immediate liquidity at the onset of a disaster; and,  

• To reduce the impact on the poorest and most vulnerable and prevent them from 

falling into a cycle of poverty, while also shielding the near-poor from slipping back 

to poverty.  

 

Priority Areas:  

• National level: Improve the financing of post-disaster emergency response, 

recovery and reconstruction needs; 

• Local level: Provide local governments with funds for post-disaster recovery and 

reconstruction efforts; and,  

• Individual level: Empower poor and vulnerable households and owners of small and 

medium-sized enterprises to quickly restore their livelihoods after a disaster.  

 

DOF’s significant policy measure on this is its Parametric Insurance Program (PIP), which 

aims to “provide quick liquidity to national and local governments.” The PIP looks at initially 

providing coverage to 25 disaster-prone provinces in the country’s eastern seaboard. The 

PIP is envisioned to “help bridge the financing gap the government faces in the light of 

natural disasters.”
17

 The potential success of this program is something to look forward to 

as the climate situation and disasters in the Philippines worsen and intensify.  

 

The need for a working and effective insurance or risk transfer mechanism is becoming 

more compelling especially at the local government level where most major responsibilities 

for disaster risk reduction and climate change action are concentrated (Local Government 

Code: Book I, 1991).
18

 In this light,  Oxfam, in partnership with the UP Center for Local and 

Regional Governance (UP CLRG), initiated a project called Meso-scale Insurance for Disaster 

Readiness and Recovery (MINDER) that looked into the key issues and challenges on risk 

transfer policy development for its 1
st

 phase. For its 2
nd

 phase, the MINDER Project delved 

into a pilot study on risk transfer in Salcedo, Eastern Samar.   

 

15 See http://news.trust.org//item/20140122150502-gcd5q/  

16 Department of Finance [undated], Strategic Priorities of the Department of Finance in Managing Disaster Risk  

17 See http://www.dof.gov.ph/phls-parametric-insurance-gets-maximum-cover-of-p20-5-b/  

18 See http://www.gov.ph/downloads/1991/10oct/19911010-RA-7160-CCA.pdf   

 

http://news.trust.org/item/20140122150502-gcd5q/
http://www.dof.gov.ph/phls-parametric-insurance-gets-maximum-cover-of-p20-5-b/
http://www.gov.ph/downloads/1991/10oct/19911010-RA-7160-CCA.pdf


RELEVANT NATIONAL PLANS  

AND RISK TRANSFER 

As previously presented in the MINDER Project (1
st

 phase), relevant national plans are 

discussed here again to provide proper context. The national plans adverted to are the 

Philippine Development Plan (PDP) and the National Disaster Risk Reduction and 

Management Plan (NDRRMP). 

 

The national goals identifying strategic solutions related to CDRI or risk transfer 

mechanisms (RTMs) are outlined in the Philippine Development Plan (PDP) 2017-2022, 

formulated by the National Economic Development Authority (NEDA). The Framework of the 

Plan envisions a “Matatag, Maginhawa at Panatag na Buhay”
19

 for Filipinos by 2040, with 

the following medium term goal: “to lay down the foundation for inclusive growth, a high-

trust and resilient society, and a globally competitive knowledge economy.” 

 

Figure 1. Philippine Development Plan, 2017-2022: Plan Framework 

 

Source: NEDA, 2017 

 

  

 

19 This phrase directly translates as a resilient, comfortable and peaceful life. Asec. Mercedita Sombilla’s presentation iterates that by 2040, Philippines will be: 

• A prosperous, predominantly middle-class society where no one is poor;  

• A healthy and resilient society; 

• A smart and innovative society, and 

• A high trust society. 

 



Relative to DRR and impliedly to RTMs/insurance, NEDA identified the following gaps and 

challenges as part of the bases for the above Framework [17] (emphasis supplied): 

 

• Resilience to increasing impact of climate extremes and variability: individuals, 

communities, business enterprises, infrastructure facilities. 

• Weak mainstreaming of CCA and DRR measures in development agenda particularly 

in the LGUs. 

• Weak enforcement of ENR laws and regulations. 

• Lack of sustainable financing and limited access to available funding facilities: 

available funds used for rehabilitation and recovery, private sector engagement 

continuous to be limited in ENR management, including investment in CC and DRRM 

actions. 

• Lack of awareness and appreciation on risk insurance especially by small farmers 

and fisherfolks. 

 

Pertaining to the lack of sustainable financing and limited access to available funding 

facilities, NEDA observes that for local government units, funding “competes with other 

development priorities,” and particularly emphasized that there’s difficulty in accessing 

funds on RTMs due to the issue on affordability of insurance products particularly for low 

income LGUs. Pursuant to the above gaps and challenges, the following key strategies have 

been identified in the PDP as measures for resilience related to DRFI and risk insurance 

[17]: 

Table 1. Key CDRI-related strategies, PDP 

Chapter Key Strategies 

Chapter 11: Reducing Vulnerabilities  

of Individuals and Households 

• Innovative insurance products will be 

explored and developed outside the existing 

micro-health and pre-need services. (Chapter 

15 on Ensuring Sound Macroeconomic Policy)  

• Develop facilities for adaptation including risk 

transfer mechanisms (RTM). 

Chapter 11: Reducing Vulnerabilities  

of Individuals and Households 

• Maximize access to CC and DRRM financing 

and risk transfer mechanisms: Information on 

available international and national CC and 

DRRM financing facilities will be widely 

disseminated; technical assistance to 

stakeholders, particularly LGUs will be 

provided to comply with the requirements of 

such facilities.  

• On risk transfer mechanism, CC 

considerations will be incorporated in the 

design of financing packages and insurance 

products 

• Promote business continuity planning: 

businesses, especially micro, small and 

medium enterprises and cooperatives, will be 

encouraged to prepare business continuity 

plans for dealing with disaster risks.    

 

  



On the other hand, as of this writing, the NDRRMP is currently being updated corollary to 

the sunset review
20

 provision (Section 27, RA 10121) of the NDRRM Act. Presented with an 

opportunity to include policy reforms into the draft text of the updated NDRRMP, the MINDER 

II Project included suggested draft text on risk transfer reforms by dovetailing this with the 

UP Resilience Institute (UPRI) inputs submitted to the NDRRMC-Office of Civil Defense last 

October 15, 2020. The relevant draft inputs (in red) are detailed in Table 2 below. 

Table 2. Risk transfer-related inputs, draft updated NDRRMP 

Section/Page Input Justification 

Risk financing 

and insurance, 

3rd par., p. 22 

Insurance has also started gaining 

momentum in recent years especially in the 

areas of crop insurance and micro-

insurance. However, policy gaps still exist, 

as climate/disaster risk financing and 

insurance strategies, especially risk 

transfer mechanisms, still need to be 

operationalized at the local level.     

Policy gaps on disaster risk 

financing and insurance 

instruments, such as risk 

transfer mechanisms exist – 

there is a lack of operational 

or implementing guidelines 

for LGUs on CDRFI. The risk 

transfer provisions of RAs 

9729 and 10121 remain 

largely unimplemented.   

Focus areas, 5th 

par., p. 22 

Based on these learnings, changes in the 

Updated NDRRMP could focus on the 

following areas: 

1. Address the need for (more) baseline 

information for all hazards risk 

assessment; 

2. Find ways to better apply science and/or 

climate information across different 

timescales into planning processes and 

strengthen the science, policy, and 

practice interface; 

3. Ensure direct delivery of risk assessment 

and DRR-CCA mainstreaming tools to 

vulnerable LGUs and communities; 

Discussions in previous 

paragraphs in this chapter 

highlighted in bold, the lack 

of risk assessment and 

DRR-CCA mainstreaming 

tools, and their absolute 

necessity in building the 

resilience capacities of 

LGUs and communities.  

Adding this text in the focus 

areas should guarantee 

direct delivery of such tools, 

and should be made an 

important indicator. 

 

Given all of the above context at the national level especially the major gaps, we are now 

ready to discuss in detail the pilot study in the hopes of addressing such gaps. 

 

  

 

20 “Sunset review” means “a systematic evaluation by the Congressional Oversight Committee of the accomplishments and impact (of 

this Act), as well as the performance and organizational structure of its implementing agencies, for purposes of determining remedial 

legislation.”  



RISK TRANSFER PILOT STUDY  

IN SALCEDO 

The study aims to pilot the implementation of risk transfer or local insurance availment in 

the local government of Salcedo, Eastern Samar. Salcedo is a 4
th

 class municipality located 

on the more vulnerable Eastern Seaboard in the Philippines, with a population of 22,532 in 

2015, spread in 21 barangays.   

 

This pilot study on local insurance availment attempts to implement the legal provisions 

on risk transfer, and again the said  provisions seek to “create an enabling environment 

for the design of relevant and appropriate risk-sharing and risk-transfer instruments” (Sec. 

9, RA 9729) and “develop appropriate risk transfer mechanisms that shall guarantee social 

and economic protection and increase resiliency in the face of disaster” (Sec. 6, RA 10121). 

Funds were provided by the MINDER II Project to finance the payment of insurance premiums 

in favor of Salcedo. The Project also provided technical assistance to the Mayor in dealing 

with the Government Service Insurance System (GSIS), together with a number of private 

local insurers. 

DEFINING CRITICAL INFRASTRUCTURE 

Knowing what critical infrastructure (CI) are is central to the determination of which local 

assets shall be selected for insurance coverage. Within the context of disaster risk 

reduction, CI is defined as “the primary physical structures, technical facilities and 

systems which are socially, economically or operationally essential to the functioning of a 

society or community, both in routine circumstances and in the extreme circumstances of 

an emergency. […] Critical facilities are elements of the infrastructure that support 

essential services in a society. They include such things as transport systems, air and sea 

ports, electricity, water and communications systems, hospitals and health clinics, and 

centres for fire, police and public administration services.”  Further taken within the 

context of a vulnerable LGU, CI should be defined as structures essential for disaster 

response, early and full recovery of a community. 

 

In addition, within the context of having such structures covered by insurers, CIs must be 

further delimited with respect to structures that are actually owned, possessed or 

controlled by the concerned LGU. Hence, there may be structures such as electricity, water 

and telecommunications facilities that are vital for lifeline services, but these may be 

owned by the private sector. Therefore, the infrastructure that were considered critical in 

this study are the following: the municipal hall, evacuation centers, barangay halls, and 

barangay health centers. 

 

While asset protection through risk transfer also must cover agricultural assets, they were 

not included because, aside from the fact that these are usually owned by farmers or 

fisherfolk, and are therefore privately owned. Having privately owned assets covered by 

LDRRMFs is at risk of being an audit find. In addition, agricultural assets are subject to 

coverage by a publicly-funded national crop insurance system, provided by the Philippine 

Crop Insurance Corporation (PCIC). 



Interestingly, prevailing insurance coverage provided to CIs are classified as fire insurance 

with allied perils (allied perils here refer to losses arising from flood, typhoons, and 

earthquake), in what is known as “bundling”.   

TOWARDS A RISK TRANSFER 

PROCESS STANDARD 

Based on the risk analyses as contained in the Local Climate Change Action Plan (LCCAP) 

and the Local Disaster Risk Reduction and Management Plan (LDRRMP) of the LGU of 

Salcedo, certain barangays are classified as having high risk according to certain hazards 

and specific vulnerabilities. Table 3 on the next page (Table 8, Salcedo LCCAP) shows that 

all barangays are at risk with respect to typhoons, while 24 are at risk for flooding (see 

highlighted part).   

 

To better appreciate risk maps that will be shown later, the map of Salcedo is also 

presented, showing barangay boundaries (Fig. 2, Salcedo LDRRMP). Risk maps of the LGU 

of Salcedo from NOAH (Nationwide Operational Assessment of Hazards) Center for storm 

surge and flooding are also shown, to further guide the process of prioritization of 

barangays based on the said risk mapping tool. The top at risk barangays are then 

identified after completing this process of triangulation.  

 

Figure 2. Map showing the location of the Municipality of Salcedo and its barangays 

 

  



Table 3. Barangays at risk according to hazard types 

Hazard Barangays at risk 

Typhoon All barangays at risk 

Flooding Poblacion 2, 6, 7, 8, 9, 10, 11, 12, 13, Abejao, Asgad, 

Bagtong, Balud, Burak, Butig, Cagaut, Camanga, 

Carapdapan, Iberan, Maliwaliw, Matarinao, Palanas, 

Tagbacan, Talangdawan 

Drought Poblacion 1, 2, 3, 13, Abejao, Alog, Asgad, Bagtong, 

Balud, Buabua, Burak, Butig, Cagaut, Cantomoja, 

Camanga, Carapdapan, Caridad, Casili-on, Iberan, 

Jagnaya, Lusod, Malbog, Maliwaliw, Matarinao, Naparaan, 

Palanas, San Roque, Seguinon, Sta. Cruz, Taclaon, 

Tagbacan, Talangdawan 

Rain-induced Landslide Naparaan, Talangdawan, Tagbacan, Taclaon, Seguinon 

Storm Surge Poblacion 2, 7, 13, Abejao, Alog, ASgad, Balud, Bagtong, 

Buabua, Burak, Butig, Cagaut, Camanga, Cantomoja, 

Carapdapan, Caridad, Jagnaya, Maliwaliw, Matarinao, 

Palanas, San Roque, Sta. Cruz, Seguinon, Taclaon, 

Tagbacan 

Red Tide Abejao, Caridad, Matarinao, Seguinon 

 

The NOAH maps are shown next as Figures 3 and 4. NOAH maps are online tools readily 

accessible as open data to all stakeholders, especially LGUs who wish to use risk maps as 

planning tools. These are available online through the UP Resilience Institute website: 

http://noah.up.edu.ph/#/.   

 

Figure 3. NOAH map of Salcedo showing centers of population 

 

 

 

 

 

  

http://noah.up.edu.ph/


Figure 4. NOAH map of Salcedo showing storm surge hazard 

 

Triangulation of exposure data culled from the Salcedo local plans and the NOAH maps will 

rudimentarily lead to the following 15 priority barangays: Poblacion Barangays 6, 7 & 10, 

Abejao, Asgad, Bagtong, Balud, Burak, Butig, Cantomoja, Carapdapan, Iberan, Matarinao, 

Taclaon, and Tagbacan. The triangulation data used are tallied in Table 4 on the next page. 

 

Table 4. Summary tally of priority barangays 

Barangays Identified as at risk for 

flooding 

Susceptibility to flooding 

1 Barangay 6 Yes High 

2 Barangay 7 Yes High 

3 Barangay 10 Yes High 

4 Abejao Yes Low 

5 Asgad Yes Moderate 

6 Bagtong Yes Moderate to very high 

7 Balud Yes Moderate to very high 

8 Burak Yes Moderate to very high 

9 Butig Yes Low to moderate 

10 Cantomoja No Low 

11 Carapdapan Yes Low 

12 Iberan Yes Low 

13 Matarinao Yes Very high 

14 Taclaon No Low 

15 Tagbacan Yes Low 

 

  



In triangulating for prioritization, NOAH maps for storm surge and flooding were first 

investigated, then barangays where visually identified based on the barangay boundaries 

on Figure 2. Hence we have barangays like Cantomoja which is not included as at risk for 

flooding due to low susceptibility; and Butig and Carapdapan who have low susceptibility 

to flooding, yet all of these barangays are on the red zone for storm surge based on the 

NOAH map. Also, greater preference was given to the triangulation between the NOAH maps 

and Table 3 data (Table 8 the Salcedo LCCAP) because the said data is a product of the 

PCVA, and therefore serves to validate the said information. Note that accuracy and validity 

of the triangulation are limited by how accurate the maps are with respect to boundaries 

and resolution. 

 

The flood risk map and storm surge maps from NOAH were prioritized for triangulation based 

on the risk profile of the Philippines, which shows highly vulnerability to climate-related 

disasters. As already reported in the MINDER I Project, typhoons or cyclonic storms 

contribute a lot of loss and damage, including floods, followed by earthquakes, volcanoes, 

droughts, and landslides. As measured by UNISDR, the Philippines has the following 

disaster and risk profile: 

 

Table 5. Disaster and Risk Profile of the Philippines 

Hazard Frequency* Mortality* Economic Issue 

Storm 51.3 78.7 79.0 

Flood 31.9 5.9 17.3 

Landslide 6.4 5.6 -- 

Volcano 4.6 -- -- 

Earthquake 4.1 7.9 2.2 

Other 1.7 2.0 1.5 

Note: *In percentage      Source: Preventionweb (n.d.) 

 

Be that as it may, formal validation of the proposed risk transfer allocation was still 

afforded to Salcedo still, to allow for corrections or adjustments as necessary. This is in 

consideration of the exercise of Salcedo’s governance mandate with respect to DRR. 

  



THE NEED FOR A POLICY GUIDELINE 

The case of Salcedo shows that there is a need for the issuance of a policy guideline on 

local insurance availment. At present, no policy guidance exists as a basis to steer Salcedo 

on the proper process for implementing risk transfer, as mandated by our laws. Hence, in 

order to promote resilience of local governments by  increasing the take-up of risk transfer 

by LGUs, a policy issuance by the Department of Interior and Local Government (DILG), or a 

joint issuance with other mandated national agencies, would be in order. This complies 

with the  COA requirement of proper expenditure of the LDRRMF  through a clear investment 

planning process (see COA MC No. 2012-002). It goes without saying that the said invest-

ment planning process must provide a step by step guide to LGUs. 

 

It bears emphasizing, however, that in order to make risk transfer mechanisms “more re-

sponsive” to the goal of fast and early recovery, the following policy standards need to be 

set: 

 

1. Immediacy of payout. Insurance payouts even if traditional indemnity-based 

insurance must have a short payout period, as close as possible to the hap-

pening of the peril so that the said payout can be used to finance early recov-

ery; and, 

2. Prioritizing the poor. Properly designed risk transfer mechanisms should target 

poor and vulnerable LGUs and communities, pursuant to the principle of social 

equity. 

  



THE NEED FOR NATIONAL 

AUGMENTATION 

Our national laws provide for climate and disaster financing as priority measures. National 

government needs a clear climate and disaster financing strategy to augment local risk 

transfers, under the presumption that vulnerable LGUs that have lower income will need 

augmentation of local risk transfer funds, not only for assets they control, but also for 

those that are located within their jurisdictions that are critical to recovery, such as water 

and power facilities. Such climate disaster financing strategy must identify clear streams 

of financing, including ensuring that expenditure for risk transfer is adequately covered, 

especially in the aftermath of catastrophic events. 

 

Policy options on risk transfer augmentation financing are already currently available, but 

needs to be aggregated into a coherent and comprehensive climate and disaster financing 

strategy.  

 

As already pointed out in MINDER I, and reiterated in the previous sections, the DOF has 

initiated the Parametric Insurance Program (PIP). Started in 2017, the DOF, assisted by the 

World Bank, and GSIS initiated the creation of the Local Disaster Resilience Facility (LDRIF) 

with an accompanying Parametric Insurance Policy, as part of the National DRFI Strategy. 

The key initiatives at the local level of this National Strategy include the following: 

 

1. Developing a catastrophe risk insurance facility for local governments; 

2. Pooling local governments’ calamity funds; and, 

3. Improving insurance of public assets.  

 

Key features of the PIP are shown below: 

Figure 5. Key features of PIP 

 

  



Notably, a key feature of this Facility is the non-restrictive use of the payout, but instead 

it suggests a non-exhaustive menu of recovery and rehabilitation projects as follows: 

 

1. Repair or reconstruction of transport infrastructure such as roads, bridges, ports, 

airports and support facilities; 

2. Repair or reconstruction of flood control and drainage facilities; 

3. Repair or reconstruction of hospitals, and replacement of damaged equipment; 

4. Repair or reconstruction of school buildings to support immediate resumption of 

classes; 

5. Repair or reconstruction of facilities that serve as evacuation centers; 

6. Repair or reconstruction of public administration and other local government 

buildings to facilitate resumption of government services; 

7. Rehabilitation of agricultural infrastructure; and, 

8. Restoration of utilities and network infrastructure such as power and water. 

 

Note however that the PIP is a typhoon and earthquake parametric insurance, and may not 

necessarily be a flood insurance.  Lastly on this topic, reinsurance as a financing strategy 

should be made a key component, to allow the transfer of financing to external/foreign 

markets. The designated role of GSIS in facilitating this reinsurance process is well taken. 

 

Another policy option is for LGUs to access the People’s Survival Fund (PSF), a special fund 

created by RA 10174 (amending RA 9729). Under the said amendatory law, LGUs can access 

this Php 1 billion fund because risk transfer is one of the mandated uses of the said Fund. 

Section 20 of this amendatory law states that: 

 

"SEC. 20. Uses of the Fund. – The fund shall he used to support adaptation activities 

of local governments and communities such as, but not limited to, the following: 

xxx 

(f) Serving as a guarantee for risk insurance needs for farmers, agricultural workers 

and other stakeholders;”  

xxx 

 

Lastly, it should be noted the Municipality of Salcedo is under the territorial jurisdiction of 

the Province of Eastern Samar, which in turn has its Provincial DRRM Fund (PDRRMF). Ideally, 

the PDRRMF should be able to augment risk transfer funding gaps for vulnerable LGUs within 

Eastern Samar, but it must be guided by its own LDRRMF investment planning process. This 

option must be included in the formulation of a policy guideline, so that augmentation 

financing across national-local jurisdictions becomes truly complementary. 

  



 

CONCLUSION  

AND RECOMMENDATIONS 

Distilling the insights of the pilot study on the implementation of risk transfer in Salcedo, 

Eastern Samar, the following specific recommendations arise: 

 

1. Critical infrastructure for local governments must be clearly defined on the 

outset. For purposes of implementing risk transfer or local insurance, “critical 

infrastructure” must be clearly defined as local assets that are important to 

disaster response, recovery and rehabilitation. In addition, since it’s the LGU 

availing of local insurance, assets to be insured should be under its control. 

2. Insurance availment is a technical process that needs to be standardized.    

Local insurance as an expenditure chargeable to the LDRRMF entails a 

technical process from identification of critical assets, asset valuation, and 

prioritization by the LGU, and actuarial assessment computation of premium 

payments by the insurer. This must be standardized. 

3. Issuance of a policy guideline on local insurance availment is needed to 

increase take-up of risk transfer by LGUs. The issuance of a policy guideline 

with a standardized insurance availment process will most likely increase the 

take-up of risk transfer by LGUs. This complies with the COA requirement of 

proper expenditure of the LDRRMF through a clear investment planning process. 

4. National government needs a clear climate and disaster financing strategy 

to augment local risk transfers. Vulnerable LGUs that have lower income will 

need augmentation of local risk transfer funds, not only for assets they control, 

but also for those that are located within their jurisdictions that are critical to 

recovery, such as water and power facilities.  

 

In concluding, national agencies must craft a clear, coherent and comprehensive policy 

guideline that enables LGUs to properly implement risk transfer as mandated by RAs 9729 

and 10121, and consequently tap into financing private sector may provide, through local 

insurance. This will ease the financial burden of the public financial system, assuming that 

concerned national agencies will be able to address policy barriers to allow the private 

sector/local insurers to shoulder part of the said burden. 
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