AMENDMENT NO. 1 YO THE CONCESSION AGREEMEIT,
KNV AL MEN BY THESE PRESENTS:

ietropolitan Waterworks and Sewerage System (MWSS), a government-
owned and controlled corparation, created under R. A, 6234, -as amended, wilh
office adldress at Katipunan Avenue, Balara, Quezon Clty, herein represented by
lts Aciministrator, Engr. JOSE F. MABANTA,

L}
- and -

1aym|ad Water Services, Inc. (MWSI), Concessionaire for Lh’c West Area
with 1~"iclal ‘business address at Ground Floor, MWSS Engineering Building,
Kalii ..-2n Avenue, Balara, Quezon City, hercin represented by its Presicent, Mr,

RAF T . M. ALUNAN TIT,

WITNESSETIL (hal:

WHEREAS, there Is,a,need. to. ameqd the Concesslon Agreement Lo glve
auth~ily to the MWSS Board of Trustees to address the urgent concerns Lo
ensure the viability and continued operation of tlié Concesslor.

MOW, THEREFORE, for and in consideration of the foregoing premises,
the ne-lies hereby agree to the following:

Agre =ment, lhc MWSS ercl of Tr thecJ, on rcLorlunenclallon of Lhe Ilegulalory
Offiee, or{motu propr "@ may, | under exceptlenal circumstances, enter into an
agre-nent with the COI’ICES;lOﬂalI to address imediate and urgent concerns
thal ;lireaten Lhe viabitity and continued operation of the Concession.

For this purpose, the parties herelo ‘confirm and agree Lo the amendment
of 7+iile 9 for the Implementalion of the provisions of Section 1 of the MWSS
poT eésolullon Mo. 457-2001, as amended by Resolullon No. 487-2001, which

arc herein Incorporated as integral part hereof.

. Notwlthstanding_the pertinent provisions of Article 5, Seclions 6.4, 0.9,
and Jorluon 9.4 of the Concesslon Agreement relating Lo bervrce Obl:gahom of
the Concessionaire, Concession Fees, Performance Bond, and Rale Rebasing, the
partiez hereto confirm and agree (o the amendment of said provisions for the

orderly Implementation of MWSS BOT Resolution Mo. 457-2001, as amended by

MWSS BOT Resolution Mo. 487-2001 :which are herein incorporated as integral
parl nf this Agreement, after which the provisions as originally agrecd upon shall

goven.
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Amendmenl # 1 1o the Concession
Agreement with MWSIL Page 2

o TN WETNESS W HEREQF, parties hereto have.bereunto set thelr hands
this “J7A day of 2cli~ 2001 In Y Phillppines.

METROPOLITAN WATERWORKS

ANID SEWERAGE SYSTEM MAYNILAD WATER SERVICES, INC.

BY: q Yy
JSE F. MABANTA JEAEL ML ALUNANATIL
7/ Administrator President

ACKNOWLEDGMENT OF THE REPUBLIC OF TEIE PHILIPRPINES

The Republic of the Philippines, through Its following duly aulh orizedd
reprccentative, hereby expressly acknowledges the terms of thls Amendment.

oy (_/’/? e
) ANTE B. CAHLAS o [TANITA D, AMATONC
Secrelary of SOCIO-Economic Planning Undersecretary of Finance

-

WITMESSES:

(Mot P Loy’

ACKMOWLEDGMENT
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BEFORE ME, a Motary Public in and for (e S , Philippines,
personally appeared: ‘
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Amerciment # 1 1o the Concession
Agrement with MWSI
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Plame -

Jose ¥, Mabanta, WSS Adminislrator

Rafie’ M. Alunan 11T, MWSI Presiclent

Community Tax: Cert _ate

# 06N E Tsiseed al @
on 8, ol

#0041 Tssued at _SEL
or 1?,§~J /¥, 201

o .

known 1o me and to me known to be lhe same persons wiho execugd the

foreqoing Amendment Mo, 1 Lo

the Concesslon ‘Agre:ement,..and. they ™

acknowledged to me that the execution of this instrument i's of thelr own fret
and voluntary act and deed, as well as the act of the enlitiess 'they respedivel
represent and are authorized Lo sign for. ) - .

This nstrument, consisting of three A(3) pages, Indcluding this pac
viereon the Acknowledgment extends, . refers to an /\greenpunt belbwesn U -
parties and s signed by heir duly authorized represemntitives and thel

Instruniental witnesses.

WITNESS Y HAND AND SEAL, at the place and on the date first abo-

wrillon, -

Doc. No. _é?__;
Pagn Mo, s

Book Mo. XX,

Serics of 2001,
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Amenciment # 1 Lo the Concession

AgreTment wilh MWSI : | Page
Wommmmmmm mmm s e m X

Mlame - _Community Tax Cerlificate
Jase F. Mabanta, MWSS Administrator # 0612968 1ssued at _ & C.

on [+ 8, 200t

Rafst M. Alunan Hf, MWST Presicdent i M“_f_/_ Issued at;ﬂ___
on _§,_:r_ /8, 2001 .

1
known to me and to me known to be lhe same persons who executed the
foreqoing Amendment No. 1 10 the Concession Agreement, .. and. they
acknowledged to me that the execulion of this instrument is of their own free
and veluntary act and deed, as well as the act of the enlities they respedively
represent and are authorized to sign for.

This Instrument, consisting of three (3) pages, including  this page
vioreon the Acknowledgment extends; -refers to an Agreement between the
parties and is signed by their duly aulhorlzed represenlalives and their

[nstiumental withesses,

WITNESS MY HAND ANMD SEAL, at the place and on the date first above

wrilton,
AR "./. l']."-.l'l’..'ff\f.‘ulf’\:‘:
/_37 (Motany-Palblicee:
Doc. No. _uﬂ,_—i UKTIL DEC. 1. Z0m
Pagae bo. _~ y PR NDAZRIGTI 0L,

Ronk Mo, 205 ; ‘ar un, 4909 61
Serivs of 2001, _
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Republic of the Philippines
Metropolifan Waterworks and Sewerage System
Katipunan Road, Balara, Quezon City 1103, Philippines
D 1G3(+2) 9223757 /4 GI(+2) 9222909, TL: 920-5521; Fax: 921-2837

Excerpts from the Minutes of the Sixth Special Meeting of the MWSS Boad of
Trustees for the Regulatory Office held on 03 September 2001:

“Board Resolution No. 457-2001

“WHEREAS, the Metropolitan Waterworks and Sewerage Syslein
(MWSS) and Maynilad Waler Services, Inc. (Maynilad) entered into a
Memorandum of Cooperation (MOC) dated 8 June 2001, copy altached,
which addresses, among others, the direct and indirect consequences of
extraordinary foreign exchange loss problems arising from Mayrilad’s
payment of Concession Fees and Concessionaire Loans;”.

"WHEREAS, in order lo implement the MOC, MWSS Resolution Mo.
304-2001 directed MWSS Regulatory Office (RO), among olhers, to
validate and verify all figures on the proposed recovery of past and
current foreign exchange (FOREX) losses, as well as other figures on the
operalion of both Concessionaires that will be used for the establishment
of appimpriate water tariff adjustments for the implementation of the MOC
within the framework of the Concession Agreement (CA);” .

"WHEREAS, the Regulatory Office has validated the computations
and recovery scheddle of past FOREX losses, based on documents
submitled and assumptions utilized by Maynilad and found the rate
Php4.71 per cubic meter as the tariff rale increase that would aflow the
recovery of past FOREX losses for @ pericd of eightesn (187 oonths.
However, the RO had likewise propesed that in order (G inipfaicrt the
above increase, the Concession Agreement must be amended;”

“WHEREAS, the Special Study Team of the Cabinet Cluster on
Public Services recognized that the existing mechanisins under the
Concession Agreement for recovery of FOREX losses are not sufficient to
address the financial problems due to FOREX losses incurred by -



Coe Republika ng Pilipinas '
PANGASIWAAN NG TUBIG AT ALKANTARILYA SA METRO MANILA
o Metropolitan Walerworks and Sewerage System
Katipunan Road, Balara, Quezon City 1105, Philippines

Excerpts from the Minutes of the Ninth (9" Special Meeling of the
- MWSS Board of Trustees dated 01 October 2001 Amending -
Board Resolution No. 457-2001, dated 03 September 2001

"Board Resolution No, 487-2001

o \
:  "WHEREAS, lhe Melropolitan Walerworks and Sewerage Syslem (MWSS) and Maynilad
gt Waler Services, ln:t;:.j,(n/{l_aynilad)' enlered inlo a Memorandum of Cooperalion (MOC} dated 8 June
&4 2001, copy allached, which addresses, among others, the direct and indirect consequences of
st tibaordinary loreign exchange loss problems arising from Maynilad's payment of Congession
Fees and Concessionaire Loans;’ '

, "WHEREAS, in order lo implement the MOC, MWSS Resolution No. 384-2001 directed the
MWSS Regulalory Olﬁbe (RO} to, among others, validate and verify al ligures on the proposed
fecovery of past and curent foreign exchange (FOREX) losses, as well as olher figures on the
operalion of both Concessionaires (hat will be used for the establishment of appropriale waler tarilf
adjustments for the implementalion of the MOC within the framework of the Concession Agreement
(CA); " :

WHEREAS, the Regulatory Office has validated the compulalions and recovery schedule
of past FOREX losses, based on documents submitied and assumplions ufilized by Maynilad and
g found the rale Phpd.71 per cubic meter as ihe tarif rate increase that would aliow the recovery of
B/ Dast FOREX losses'for a period of eighieen (18) months. However, the RO had likewise proposed
thal in order to impI:eme'flt the abovedncrease, the Concession Agreement must be amended;’ -

‘WHEREAS, lhé‘ Special Study Team of the Cabinet Cluser on Public Services recognized
e hal he exisling mechanisms under the Concession Agreement for recovery of FOREX losses are
nol sufficient fo address:the financial problems due to FOREX losses incurred by Concessionaires

fom August 1, 1997 owing to the Asian financial crisis, thus the need to provide relief from said
es; .

“WHEREAS, during the public consultation field on July 20, 2001, Maynilad confirmed that
aordinary Price ‘Adjustment (EPA) of Php0.50 per cu.m. already. granled by MWSS-RO

| be deducted from the rale adjustment to be granted herein;’
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WHEREAS lhe FOREX losses or gains from lhe period January 1, 2002 until the
Faiation Date also need lo be addressed through a Foreign Currency Differenlial Adjustment
2 DA)mechamsm '

e ‘WHEREAS the Ioregorng exlraordrnary remedy is being gran[ed lo enable lhe
i n essronarre lo conllnue wilh its inveslinenl programs as commilted in the Concession
fireement, and lo ensure the efficient and viable delivery of waler and sewerage services which
' lo the besl |nlerest ol the consumrng public;’

NOW, THEREFORE BE IT RESOLVED as itis hereby resolved:
. Toa]lcvri\f‘laynrladlo ,l o B !

BB 1.1 Implement a rale adjuslmenlof Php4.21 per cubic me[er during the period 15

o October 2004 to 31 December 2002 lo recover the FOREX losses incurred from 01
August 1997 up lo 31 December 2000, wilh any unrecovered FOREX losses, lo be
recovered lhrough the specrai lransrlory mechamsm under Sec. 1.2 below;

1.2 Imp[ement a special lransrlory mechanrsm in accordance with paragraph 2.1 o ..
enable Maynifad to recover FOREX losses for lhe perrod beginning 01 January 2001

~lhe US$100 million bridge lodn and shiort-lerm loans and olher paymerils relaling -
lhereto,'lmccﬁlj_@e__wunparagraph 2.5 hereof; (b) payment of e aniountof

01 January 2003 4
Lo

1 3 Implemenl arale adjuslmenl wrlh |especl lo presenl and Iulure FOREX losses of
' gains, rncludrng all accruals and carrying cosls thereof, from lhe period 01 January

2002 until lhe Exprralron Daleona quarlerly basis, provrded however, hal the

adjustment sha[l nol d@pply {o FOREX losses qr gains arising from (a) the '
: rermbursemenl of the US$100 mrllron bridge loan and shorl-term loans and other

;. fpayments relatrng therelo; and (b) lhe paymenl of the amount of Concession FFees
suspended, mcurred andfor expected lo be incurred, which will be recovered through
he special lransrlory mechanism as described in item 1 .2 above. The FCDA

o - on a currenl basis, subject lo quarlerly review and adjustment by MWSS, when
L _-.'necessary. of accrued FOREX lossesfgains beginning 01 January 2002, arising from

uplo 3! December 2001, rncludrng FOREX lusses arising from he (a) repaymentof

~Concession Fees suspended; and (c) past FOREX losses incuired 01 August 1997 o
. 31 December 2000 whrch are unrecovered as of 31 December 2002, Such lransitory . .
mechanism shall commence in July 2002 at the latest for a period of two (2) lo four (4) .
years with the view lo mlllgatmg the impact to the.end users and reducing the overall
larilf increase in 2003 ~ 2005 arising from the Rale Rebasing whrclr will lake effecton *

mechanism means the rale adjustment mechanism for the recovery or compensalion

- e . T m e - -




ns and any Concessionaire Loans in accordance with paragraph 2.1 used
%o capital expendilures and concession lee payments only, in accordance with

i I@raﬁraph‘?.ﬁ‘hEreof.' in lieu of (he EPA recovery mechanism for FOREX losses

B under Arlicle 9.3 of the Concession Agreement.

Indicative tarilf schedule will be pro(tidécl and become part of this Boar
Resolulion, subject lo verilicalion and vafidation,

e lb_]lbwing _upon Maynilad:

. ion mechanism lo be formulaled by the RO in consultalion wilh Maynilad lv
under-recovery or over-recovery of FOREX losses;

fl je'Concessic)n_ Fees, beginning 02January 2002. Wil respect lo the maluring
ervice obligalions, payments shall be made by Maynilad subject to ils capacily lo
epending on its cash flow as delermined by MWSS. For this purpose, Maynilad shalf
Lits monthly financial statement for evalualion of MWSS, However, he balance of
pasl obligalions as well as [ulure maluring Concession Fees (Debl Service, Balance of
Bfor CY 2001 and local component cosls of Exisling-Foreign Assisled Projec) already
anced or lo be advariced by MWSS and related costs and pther charges, shall be paid
n financial closure of its Term Loan, but not fater than June 30, 2002, subject to

f: (a) a Joint Molion to Dismiss andfor a Joinl Molion for Judgment Based on

omise Agreement togelher with MWSS, in the case enlilled "Maynilad Waler

es, Inc., Pelitioner, versus Melropolitan Waterworks and Sewerage Syslem, et al.,

ndents,’ currenlly pending with the Sevenlh Division of the Court of Appeals, and

ockeled as CA-G.R. SP No. 63854; (b) the necessary courl pleading withdrawing the

._::din‘g“ eliion (lo Declare Respondent Mabanta Guilly of Indirect Contemp!), also

anding {Ni_lh the Seventh Division of the Courl of Appeals and dockeled as CA-G.R; SP

14, lorever desisling from filing of furlher Pelilion/s (o Cite in Conlempl in relalion

Tegoing cases; (c) the proper manifestation disconlinuing lhe arbilration

gs filed wilh the Minor Dispule Appeals Panel in refation fo ils Force Majeure

| J » 2001; in'consideralion of which lhe MWSS shall underlake in the

it Motion to bg filed with 1he Court of Appeals 1ot lo allempl to draw upon (he
riormance Bond posted by Maynilad due o (hs suspension of paymen of Concession

the financial closure of its term foan, not laler than 30 June 2002, subject lo

-

N : : :
i As afrlij of lhe Rale Rebasing process, for purposes of delermining the FOREX
: fgains o be recovered by Maynilad, the RO shall ensure that lhe Concessionaires'

, Bsume payment of the MWSS Current Operaling Budget (COB) for CY 2002, which is




- Ioén"ﬁriance only cdncessiqn fees and capex expenditures which have been prudently
and efficiently incurred, in accordance with Seclion 2.1.

~ Coordinalion with the RO, in studying means lo improve crosé-subsidy in favor of poor

households, and accelerale deiivery and provision of waler services lo lhe poorest
barangays in its concession area, and to address during lhe rate rebasing period (he
disparily in the farills of the Wesl and East Concessions; and

ﬁ; : .

2.7 For purposes of Rale Rebasing regolialions, submission lo the RO nol later than thirty
l* % {30 days from effectivily of the amendments lo lhe Concession Agreement, a revised

B Business Plan will an inilial sel of financial slatements and accompanying assumptions.’

t-,_;_ exeréisfa ils oplion lo implement a general Rale Rebasing on 01 January 2003, and in
hiconnection therewith shall:

1. Enler info an agreement with Maynilad, within ninely (90) days fiom the effectivily of the
amendmenls lo the Concession Agreement, covering the aclion plan refaling lo service

largels, including sewerage and waler service argets (o lake inlo account such faclors

as: {a) sewer exlension; (b) cuslomer alfordability; (c) magnilude of (he works in the

. streels of Manila; and {d) absence of appropriate legislation to enforce the obligation lo

conpecl.:

Enter into an agreement wilh Maynilad, wilhin ninely (90) days from the elfeclivily of the
améndmenls lo the Concession Agreement on lhe rales which will be effective on 01
January 2003 pursuarit to the Rebasing Adjustment wherein the RO shall slriclly apply
the provisions of the Concession Agreement more specilically Section 9.4 which

Provides thal only cosls and expendilures efliciently and prudently incurred shail be
recovered. .

233 Enter inlo an agreement wilh Maynilad, within ninety (90) days from lhe effectivily of he
pe amendments to the Concession Agreement on lhe issues lo be addressed regarding the
5% concemns of the Lenders of Maynilad, including the clarification of the Lelier of

. Undertaking issued by (he prublic of the Philippines dated 31 July 1997.

Eéllsubjecl?jljd lh'e conformily .:or Maynilad, the Memorandum of Cooperalion dated June 8,

22001 Is hereby superseded by lhe loregoing Resolution. Nothing herein or any amendment

; i'lising herelrom shall be conslrued as a waiver of any right or action by MWSS or Maynilad

anising froni_'the Concession Agreement prior lg lhe efleclivily of any amendmenl arising from
BVis Resolution. |

#That, subjecl l'(:)"jlhe conformily of Maynilad, lhe Concession Agreement be accordingly
lkamended or clarified subject lo the required legal process and farmal requirement of

B cicionledgment by the Republic, through lhe aulhorized official to be designated by the
ghesident,

b "”E}.
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and acknowledges lhal itis the essence of lhe foregoing Resolutions thal the
derlakings of the MWSS and Maynilad are performed in a limely, complete and
e manner as sef forth herein. Any delfay on the parl of the MWSS on ils

Z.e undertakings shall result in (he posiponement of the June 30, 2002 deadline
'on 2.3 and 2.4 hereof lo the exlent of such delay.

r“'* VED fi nally lo aulhonze the Adminislralor lo sign and deliver this instrument and suchi

K Ia!ed documenls in the implementation of this Resolulion for and in behall of the

Efesolution shall lake effect upon the approval of Amendment No. 1 of the Concession

‘ntgbv the compelent aulhorities.

; &Admlmslralor

(2. PIODE ODA

. CONFORME: -

RAFAEL M.

. Presidené,

SIMMDATUMA ONG !

Chairman

A

AURY R. gﬁERREZ
Member

ALFREDO C. REYES
¢ Member

/chuacefzﬁAiﬂ

SOLEDAD EMILIA J/ZRuj/{
Member .

%M
AMADO D. VALDEZ
Member -

ALUNAN III
MWSI
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) 59 dockeled as CA-G.R gp No. 63854; (b) the hecessary courl pl

WSS Loans and any Concessionaire Loans in accorda

nce wilh Paizgraph 2.1 usad
for capital expenditures and concession fee paymens of

ly, in accordance wiliy
paragraph 2.5 hereof, in fieu of e EPA recovery imechanisin for FOREX losses
under Article 9.3 of he Concession Agreement.
. ‘ Anindicative fariff schedule will bo provided and become part of this Boarg
i b Resolution, subject to verificalion ang validation,
: .\' 2. Toimpose the fblluanQ upon faynilad:
B £ ’ ‘
1 .y 2.1 Acoriection mechanism lo he formulaled by the RO in consullation with Maynilad lo
-‘ : avoid under-recuvery or over-recovery of FOREX losses: '
i 2.2 The infusion of addilional funding supporl from its slockhoiders in he amount of US380
; milfion as parl of the {otal Project Finance, the Financial Plan of which, shall be
yy submitied lu MWSS notlaler than 31 Oclober 2001,
: f 2.3 To resume payment of the MWSS Current Uperating Budget (COB} for CY 2002, which i
o part of he Concession Fees, beginning 02Janvary 2002. Witk respect to the maturing
gLy debl service obligalions, payments shall be made by Maynilad subject to its capacily lo
,t pay depending on its cash flow as delermined by MWSS. For this purpose, Maynilad sial
L submit its monthly financial sl:tement for evalualion of MWSS. However, the balance of
- i-’ all past obligations as well as njure maluring Concession Fees (Debt Service, Balance of
‘ COB for CY 2001 and local cenponent cosls of Exisling-Foreign Assisied Project) already
gt advanced or o be advanced by MWSS and relaled costs and

other charges, shall be paid
upen financial closure of its Teim Loan, bul not fater than June 30, 2002,

. subject fo

[_: Section 6.

2.4 Filing of: (a) a Joint Motion o Dismiss and/or a Joint hotion for Judgment Based on
Compromise Agreement logelher with MWSS, in the case enlilled ‘Maynilad Waler
Services, Inc,, Petilioner, versus Metropofilan Waterworks and Sewerage Syslem, e al,,
Respondents,' currenlly pending wilh the Seveni Division of the Court of Appeals, and

eading withdrawing Ihe

pending Pelition (io Declare Responden! Mabanta Guilly of indirect Conlempt}, also
pending wilh the Seventh Dilsion of the Court of Appeals and dockeled as CA-G.R. gp

Na. 64214; forever desisling fram filing of furlher Pelition/s to Cile in Conlempt in relation
lo the foregoing cases (c) {he proper manifestation discontiruing the arbitration
X '- proceedings filed with the Minor Dispule Appeals Panel in relation lo its Force Majeure
' Nolice dated March 8, 2001; in consideration of which the MWSS shall undertake in the
S Joint Molion 1o Le filed with lhe Court of Appeals not o allempt to draw upon the
1 Performance Bond posled by Maynilad due {0 e suspension of payment of Concession -
' Fees, unlil the financial closure of ils lerm foan, riot later than 30 June 2002, subject lo
K Paragraph 6 below.
25 Ag part of the Rale Rebasing process. for PUrposes of defermining the FOREX
losses/gains 1o be recovered by Maynilad, the RO shall ensure lhat the Concessionaires’
NI 2 : O 2/ 3
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J.i‘;' ‘ loan finance only concession fees and Capex expendilures which have been pruderly
and efficiently incurred; in accordance will Seclion 2.1, ) '
2.6 Coordinalion with the RO, in studying means (o ir

Nprove cross-subsidy in favor of poor
households, and accelerale defivery and proyisi

on ol waler services lo lhe paorest

el & barangays in ils concession area, and to address during the rale rebasing period the
J . disparily in the tarifls of he West and East Concessions; and
I 3 . -
I + 2.7 For purposes of Rale Rebasing negoliations, submission (o the RO not later than thirly
i : (30) days from effectivily of lhe amendments {0 [he Concession Agreement, a revised
& Business Plan wilh an inilial sel of financial statements and accompanying assumpfiors.' .
'k E 3. MWSS exercise ils oplion to implemen a general Rale Rebasing on 01 January 2003, and in
Wb connection therewith shall:
S b . :
K &‘5 3.1 Enler inlo an agreement with Maynilad, wilhin ninely (90) days from the elleclivily of he
A g amendments lo the Concession Agreecment, covering lhe aclion plan relaling o service ‘
' targets, including sewerage and waler service targels lo lake inlo account such {aclors
ks as: (a) sewer exlension; (b) customer alfordability; (c) magnilude of the works in the
3 1 sireels of Manila; and (d) absence of appropriale legislation to enforce the obligalion to
B connect. '
3.2 Enler inlo an agreement with Maynitad, within ningly (90) days from the elfeclivity of lhe
N1 amendments o the Concession Agreement on {he rales which will be effeclive on 01
: r? January 2003 pursuant (o the Rebasing Adjusiment wherein the RO shall strictly apply
- Ihe provisions of the Concession Agreement more specifically Seclion 9.4 which
A provides [hat only costs and expenditures efficiently and prudently incurred shafl be
‘ recovered, K

3.3 Enterinto an agieement with Maynilad, within ninely (30) days from the elleclivily of lhe
amendments {o the Concession Agreement on {he issues lo be addressed regarding (e
concerns of the Lenders of Maynilad, including the clarification of the Leller of
Underlaking issued by the RJepublic of lhe Philippines dated 31 July 1997,

4, That subject lo the conformily of Maynilad, the Memorandum of Cooperation daled June g,
20_0_1 is hereby superseded by the loregoing Resolulicn. Nelhing herein or any amendment
Ansing Iherefrom shall be constiued as waiver of any right or action by MWSS or Maynilad

-afising from the Concession Agreement pricr to the effectivily of any amendment arising from
lhis Resolution,

ReLRE T 0 Rm Y

That, subject o lhe conlormily of Maynilad, the Concession Agreement be accordingly
amended or clarified subject o the required legal process and formal requirement of

;Cknowledgmenl by the Republic, through Ihe authorized official to be designaled by the
resident, -
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Plan  wilth an inilial set of financial stalements amd
accompanying assumijions.’ '

3. That MWSS exercise its option to implement a general Rate
Rebasing on 01 January 2003, and in connection therewith:

~ 3.1 To enter into an agreement with Maynilad, within ninety

- (90) days from the effectivity to the amendments to tie

Concession Agreement, covering the action plan relating

to service targels, including sewerage and water servie

targets lo take into account such factors as:- ().

accumulation of tariff increases for FOREX loss recovery

and sewer extension; (b) customer. affordability; (¢ -

magnitude of the works in the streets of Manila;. and )

absence of appropriale legislation to enforce the
obligation to connect,

3.2 To enter into an agreement with Maynilad, within ninely
(90) days from the effectivity of the amendments to the .
Concession Agreements on the rate which will be
effective on 01 January 2003 pursuant to the Rebasing
Adjustment wherein the: RO shall strictly apply the
provisions of the Concession Agreement more specifically
Section 9.4 which provides that only costs and
expenditures elficiently and prudently incurred shali be
recovered.

3.3 To enter into an agreement with Maynilad, within ninety -
(90) days from the effectivity of the amendments to the
Concession Agreement on the issues to be addressed
regarding the concerns of the Lenders of Maynilad,

}

. That subject to the conformity of Maynilad, the Memorandum of

Cooperation dated June 8, 2001 is hereby superseded by the
foregoing Resolution.  Nothing herein or any amendment arising
therefrom shall be construed as a waiver of any right or action by
MWSS or Maynilad arising from the Concession Agreement prior to
the effectivity of any amendment arising from this Resolution.

. That, subject to the conformity of Maynilad, the Concession

Agreement be accordingly amended or clarified subject to the
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i 6. MWSS noles and acknowledges lhal it is the essence of the foregoing Resolutions th:atile
YhS respeclive undertakings of the LIWSS ‘and Maynilad are performed in 3 limely, complate. s
O ¥ 4

scasonable manner as sel forlh herein. Any delay on the parl of the MWSS on ils

performance undertakings shall resull in the posiponement of the June 30, 2002 deadifac
. under Section 2.3 and 2.4 hereof [0 the exlant of such delay.

7. RESOLVED, finilly to authorize the Adminislrator to sign and deliver lhis insirument anid sxh
olher refaled dosuments in he implementation of this Resolulion fer and in behalf of lhe
Syslem.
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8. This Resolulion shall lake effect upon the approval of Amendment No. 1 of Ihe Concessim
Agreement by the competent authorilies.
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