PERFORMANCE AGREEMENT

This Performance Agreement has been executed pursuant to the PERFORMANCE
EVALUATION SYSTEM FOR THE GOCC SECTOR {GCG MC No. 2013-02 [Re-Issued])
between the —

GOVERNANCE COMMISSION FOR GOCCs (GCG)
-and -

METROPOLITAN WATERWORKS AND SEWARAGE SYSTEM -
REGULATORY OFFICE (MWSS-RO)

WHEREAS, the Parties above entered into a Performance Agreement
covering CY 2016;

WHEREAS, the Parties agreed to renegotiate certain targets for CY 2015,
pursuant to Section 7.2 of GCG MC No. 2013-02 (Re-Issued), which provides that
“GOCCs can renegotiate the targets set in their Performance Agreements for the
current year if the same are no longer feasible due to substantial changes in
circumstances that could not have been foreseen at the time the targets were

agreed upon.”

WITNESSETH: THAT -

The Parties agree to the following terms:

1. Renegotiation. - MWSS-RO's Performance Scorecard in its 2015
Performance Agreement is hereby amended pursuant to the attached
Renegotiated Performance Scorecard. All other conditions in the
Performance Agreement covering CY 2015 shall remain effective.

2. Mission and Vision. - MWSS-RO’s Mission, Vision and target breakthrough
results for its vision year are as follows:

Mission : For Metro Manila and its adjacent towns, the MWSS
Regulatory Office, through effective regulatory mechanism,
is committed to:

- Monitor compliance of the Concessionaires with
contractual obligations;

- Monitor performance of the Concessionaires in providing
adequate access to clean, potable, and affordable water;

- Monitor and enforce standards of service pertaining to the
Concessionaires’ delivery of water supply, water quality,
and sewerage sanitation services, as well as ensure that
such services fully] cover their respective areas of
operation; and ’

- Ensure prudence and efficiency in the implementation of
the Concessionaires’ Business Plans, and in doing so,
deliver affordable tariffs that will support the long-term
water security program and environment-friendly
sewerage system for all covered areas.



PERFORMANCE AGREEMENT FOR CY 2016 |20f5
GCG and MWSS-RO

Vision : By 2020, an independent and internationally recognized
Regulatory Office that protects, promotes, and fulfills the
rights of consuming public to safe, adequate, affordable, and
reliable water supply and to environment-friendly sewerage
system.

The agreed Strategy Map for achieving the vision is attached hereto as Annex
A which shall serve as the context of performance negotiations of annual
targets between the Governance Commission and the Board of the MWSS-
RO.

. Measurement of Performance. — Performance for 2015-16 shall be measured
based on the Performance Scorecard attached hereto as Annex B. |t is
understood that MWSS-RO must achieve a weighted-average of at least 90%
based on the agreed targets for 2015-16 to be eligible to grant any
Performance-Based Bonus.

. Strategic Initiatives. —- MWSS-RO hereby commits to undertake the following
key programs and/or projects identified as having a significant impact on its
Performance Scorecard (PES Form 2) attached hereto as Annex C, to wit:

(a) Strategic Initiative 1 — Rate Rebasing Consultancy Services

{(b) Strategic Initiative 2 ~ Customer Satisfaction Survey

(c) Strategic Initiative 3 — Regulatory Financial Audit

(d) Strategic Initiative 4 — Validation of Concessionaires' Asset Condition Reports

(e) Strategic Initiative 5 — Water Supﬁaly Microbiological Monitoring Program

(f) Strategic Initiative 6 ~ Water Supply Monitoring Program for Putatan

(g) Strategic Initiative 7 — Wastewatelr Quality Monitoring Program

(h) Strategic Initiative 8 — Development of Competency Framework

(i) Strategic Initiative 9 - ISO 9001 Certification
The Commitment herein includes obtaining all necessary approvals, if
applicable, such as those for Major Deyvelopment Projects under GCG MC No.

2013-03. MWSS-RO shall include updates on the foregoing Strategic Initiatives
in its submission of quarterly monitoring reports to the GCG.

. Quarterly Submission of Performance Monitoring. - MWSS-RO shall
submit a quarterly monitoring report to the GCG within thirty (30) calendar days
from the close of each quarter using the monitoring report attached hereto as
Annex D. '

. Good Governance Conditions. — |n addition to the covered portions of the
Performance Scorecard, MWSS-RO must fully comply with the Good
Governance Conditions enumerated under GCG MC No. 2013-02 (Re-Issued),
GCG MC No. 2014-02, and GCG MC No. 2014-03 namely:

6.1. Conditions Common to Nationgln@e‘gernment Agencies and GOCCs:
(a) Transparency Seal;
(b) PhilGEPS Posting;
(c) Cash Advance Liquidation;
(d) Citizen’s Charter or its equivalent; and

(e) Compliance with the submission and review requirements covering ‘

Statement of Assets, Liabilities and Net Wort LN).
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6.2. Conditions Specific to GOCCs Covered by R.A. No. 10149:

(a) Satisfaction of all statutory liabilities, including the payment of all
taxes due to the Government, and declaration and payment of all
dividends to the State as cleared by the Department of Finance,
whenever applicable.

(b) Submission and execution of concrete and time bound action plans
for addressing Notices of Disallowances and Audit Observation
Memoranda from the Commission on Audit (COA), if any.

(c) Adoption of a “Manual of Corporate Governance” pursuant to
Section 42 of the CODE OF CORPORATE GOVERNANCE FOR GOCCs
(GCG MC No. 2012-07) that is approved by GCG and uploaded on
the GOCC'’s website.

(d) Compliance with posting on the GOCC's website the information
enumerated under Section 43 of GCG MC No. 2012-07.

(e) Adoption of a No GIFT PoLicy approved by the GCG and uploaded
on the GOCC'’s website pursuant to Section 29 of GCG MC No.
2012-07.

() Compliance with the deadlines and submission of reports through
the Integrated Corporate Reporting System (ICRS) pursuant to
GCG MC No. 2014-02.

(g) Compliance by all members of the Governing Board with the
submission of all required forms for the Director Performance
Review (DPR) pursuant to GCG MC. No. 2014-03 and implementing
issuances pursuant thereto.

(h) Submission of Corporate Operating Budgets (COBs):

i. For GOCCs receiving national government budgetary support,
COBs shall be submitted to the Department of Budget and
Management (DBM) for review and approval on or before the
deadline indicated in DBM National Budget Memorandum No.
123 on “Budget Call for FY 2016;"

i. For GOCCs without national government budgetary support,
COBs shall be submitted to the Governance Commission using
the same deadline as provided in DBM National Budget
Memorandum No. 123.

(i) Where required, timely submission of complete reportorial
requirements to the Department of Finance (DOF}):

i. Monthly Cash and Incentive Balance;

ii. Quarterly submission of Financial Statement, Cash
Surplus/Deficit, Domestic and Foreign Liabilities Schedule, and
Capital Outlay;

iii. Yearly Audited Financial Statement and Plans and Programs;

iv. Other data needed for evaluation or as required by DOF, DBM,
BTr, and/or Senate/Congress.

7. MWSS-RO shall timely inform GCG of all audit observations and notices of
disallowances within seven (7) working days from the time it receives itreceives
the same from the Commission on Audit (COA) prior to the regular publication
of the final annual audit report. Accordingly, MWSS-RO shall copy furnish the
Governance Commission copies of all written communications between
MWSS-RO and COA on such matters, inform GCG of the schedule of its exit

2



PERFORMANCE AGREEMENT FOR CY 2016 |40f5
1 GCG and MWSS-RO

interview with COA seven (7) working days before the schedule or as soon as
practicable, and other efficient means of inter-agency coordination.

Failure to timely disclose such matters to the Governance Commission prior to
the same becoming public infarmation or the submission of the application for
the Performance-Based Bonus (PBB) or Performance-Based Incentive (PBI)
may be considered as non-compliance with the Good Governance Condition
of submitting Concrete and Time Bound Action Plans on findings of COA,
rendering the Governing Board INELIGIBLE to the PBI, without prejudice to a
further determination on the impact of the same on MWSS-RO's PBB

application.

. Nothing herein shall be construed as limiting the authority of GCG to initiate
renegotiations and/or revoke Performance Agreements in accordance with
existing laws, rules and regulations.

DONE, this 16%" day of May 20186, in the City of Makati, Philippines.

GOVERNANCE COMMISSION METROPOLITAN WATERWORKS
FOR GOCCs AND SEWERAGE SYSTEM -
BY AUTHORITY OF THE COMMISSION: REGULATORY OFFICE
CESAR %ILLANUEVA GERARDO A.l. ESQUIVEL
Chairman Acting Chairmgn and Administrator
M A% ELAE. IGNACIO ELC.YU 8\/\/
ommissioner f Regulator

IRENEO M. GALICIA
vernment Corporate Counsel

RAINIER B. BUTALID
Commissioner

W Centr b oo
A. CECILIA G. SORIANO
Board Member

MON T. VILLARIN, SJ
Board Member
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AMIN J. YAMBAO
Board Member

{LLA/W& C('/ NAzn o
HELENA AGNES S. VALDERRAMA
Board Member

Glevir L. Co Al

OLIVIA LA'O CASTILLO
Board Mermber
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Strategic Initiatives Profile (Annex C)

METROPOLITAN WATERWORKS AND SEWERAGE SYSTEM -
REGULATORY OFFICE

STRATEGIC INITIATIVES PROFILE

STRATEGIC INITIATIVE PROFILE |

. Name of Project: Rate Rebasing Consuitancy Services
. Contact Person/Project Team Head: Chief Regulator Joei C. Yu
. Project Description:

The consultancy entails the audit and evaluation of the Concessionaires’
historical cash flows using the efficiency and prudency test and the
preceding Rate Rebasing-approved ADR to compute the Opening Cash
Position. The consultancy also includes an evaluation of Concessionaires’
compliance with service obligations; of KPIS/BEMS; evaluation of their
Business Plans for 2018-2022, etc. Ultimately, the consultancy will
determine the rebasing adjustment for 2018 based on the provisions of
Article 9.4 of the Concession Agreement: General Rate Setting Policy/Rate
Rebasing Determination.

. Project Frequency: Every five (5) years

5. Project Milestones:

2002 Rate Rebasing | May 2002 | Dec 2002 | 43.070 | RO-COB | Completed
2007 Rate Rebasing | Oct 2007 | Dec 2007 | 4685 RO-COB_| Completed
2012 Rate Rebasing | Mar2013 | Aug2013 | 61.597 RO-COB Completed
2017 Rate Rebasing | Oct2016 [ Jun2017 | 60411 | RO-COB Proposed

6. Measures Affected: SM4

Il. STRATEGIC INITIATIVE PROFILE Il

1. Name of Project: Customer Satisfaction Survey

2. Contact Person: Atty. Kristin San Pedro

Acting Manager
Public Information Department

3. Project Description:

The consultancy involves the establishment of a rating system on the
MWSS-RO’s performance pertaining to its regulatory functions stipulated in
the CAs to ensure customer satisfaction in the delivery of water and
sewerage services to the consuming public by the Concessionaires. The
consultancy includes an assessment of customers’ level of satisfaction with

MWSS RO’s performance of its regulatory functions and delivery of services

to the consuming public. It focuses on the areas of (1) handling of customer

complaints and (2) provision of information. %

2=
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4. Project Milestones:

Timeline Budget funding

Activiios ) . Status
Activitie Start End (P M) Source talu

Procurement of Consultant | Apr 2016 | Jun 2016
Development of e X
Methodology JuI 2016 | Dec 2016 | 0:650M | RO-COB | Proposed

Actual Implementation

5. Measures Affected: SM9

STRATEGIC INITIATIVE PROFILE I

1. Name of Project: Regulatory Financial Audit
2. Contact Person: Sharlene Zausa

Officer-In-Charge
Financial Audit and Asset Monitoring Department
Financial Regulation Area

3. Project Description:

The consultancy covers the conduct of an interim Regulatory Financial Audit
on the books and records of Manila Water and Maynilad for the period 1
January to 31 December 2015, in preparation for the 2017 Rate Rebasing.

4. Project Milestones

Time'ine Budoet Funding

Activities . . . Status
etV Start End (P My Source Stat

2015 RFA (2012*-13) | Apr2015 | Jun2015 | 5.31 RO-COB | Failed Bid
2016 RFA (2015) Jun 2016 | Aug 2016 | 5.20 RO-COB | Proposed
2017 RFA (2012*,

2013, 2014 20169 Q22017 | Q32017 RO-COB

5. Measures Affected: SM10a

1.

STRATEGIC INITIATIVE PROFILE IV

Name of Project: Validation of Concessionaires' Asset Condition Reports
(ACR)

2. Contact Person: Jose Noel Dalistan

Acting Manager
Operations Monitoring Department
Technical Regulation Area

3. Project Description:

The project covers the conduct of an independent third party technical audit
of the accuracy and completeness of the Asset Condition Reports submitted
by the Concessionaires in compliance with Article 6.5.3 of the CA. It will
involve the review and validation of the Concessionaires’ ACRs as of
December 2015 utilizing the structured ACR framework developed by the

RO.
4. Project Milestones:

Timeline Brsclaet Foncding

Status

Start End 1P Saurce

2001 Development of

ACR Framework Jan 2001 | May 2001 RO-COB | Completed
ﬁ?gg&CR Validationas | 1. 5008 | Oct2008 | 13.346 | RO-COB | Completed
2013 Valuation of Assets -
Used in Operation by Mar 2013 | Oct 2013 21.030 RO-CCOB | Completed

< _~
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MWSS and its
Concessioners and the
Review and Validation of
the Concessionaires’
ACRs (as of December
2010}

2016 Review and
Validation as of
December 2015

Sep 2016 | Mar 2017 | 17.400 | RO-COB | Proposed

5. Measures Affected: SM11¢c

V. STRATEGIC INITIATIVE PROFILE V

1.

Name of Project: Water Supply Microbiological Monitoring Program

2. Contact Person: Evelyn B. Agustin

Manager
Water Quality Control Monitoring Department
Technical Regulation Area

3. Project Description:

The consultancy covers the bacteriological analytical services for water
samples collected by the RO within the supply zones of all water treatment
plants, the product or treated water at the water treatment works’ outlet and
their respective water sources, except Putatan TP and its supply zone, and
its raw water source which are separately covered in Strategic Initiative 6
as Water Supply Monitoring Program for Putatan Treatment Plant and its
Supply Zone. Previous analytical services concerning water quality
monitoring included the Putatan Treatment Plant and its supply zone
including its raw water. Previous programs also covered not only
bacteriological analyses but they aiso included some of inorganic and
organic parameters that were needed for the Putatan TP because of the
quality of its water source and the advance treatment process applied for
Putatan TP. Another distinctive difference of this Project from previous
engagements is that manpower requirements including vehicle & fuel in the
conduct of water sampling shall be provided by the winning firm. However,
the MWSS RO is not precluded from conducting its own water sampling
despite laboratory testing shall be performed by the winning firm.

The program is one of the activities undertaken by the RO in line with its
task to monitor and validate Concessionaires’ compliance with the
Philippine Nationat Standards for Drinking Water.

Project Milestones

2009 Sep 2009 | Aug 2010 | 0.752 RO-COB Completed
2010 Qct 2010 | Sep 2011 0.549 RO-COB Completed
: Unutilized Extension of the
2011 | Oct2011 | Mar2012 | 0.084 | fundsofthe | 2910 contract wih
2010 contract Board approval;
Completed
Completed
15 Mar Extended Apr-Aug
2012 2012 Mar 2013 | 1.862 RO-COB 2013 at no
additional cost
Extended to 13 Oct
14 Aug 13 Aug ) 2014 at no
2013 2013 2014 | 1-3%0 | RO-COB additional cost
Completed

i

e



MWSS-RO j40of6
Strategic Initiatives Profile (Annex C)

14 Oct

13 Qct

2014 2014 2015 1.191 RO-COB Completed
16 Nov 15 Nov RO-COB .

2015 2015 2016 1.644 On-going

2016 Nov 2016 | Nov 2017 | 1.422 Proposed

5. Measures Affected: SM3, SM 12a

VI. STRATEGIC INITIATIVE PROFILE VI

1. Name of Project: Water Supply Monitoring Program for Putatan

2. Contact Person: Evelyn B. Agustin

Manager

Water Quality Control Monitoring Department
Technical Regulation Area

3. Project Description:

The consultancy is limited only for the Putatan Treatment Plant, its supply
zone including its raw water. It covers not only for the bacteriological
analytical services but also for the necessary inorganic and organic
analytical services in the samples collected by the RO from the raw water,
treatment plant outlet and in its supply zone Water quality monitoring of
Putatan TP and supply area was previously integrated in the Water Supply
Check Monitoring. Similarly, manpower and other attendant resources
(vehicle, fuel, etc.) are now proposed to be provided by the winning firm.
However, the MWSS RO is not precluded from conducting its own water
sampling despite laboratory testing shall be performed by the winning firm.

4. Project Milestones

Nov 2016

Timeline
Start

End

Oct 2017

Budaet
(P D

Funding

Saurce

Status

Proposed

5. Measures Affected: SM3, SM 12a

VII. STRATEGIC INITIATIVE PROFILE VI

1. Name of Project: Wastewater Quality Monitoring Program

2. Contact Person: Evelyn B. Agustin

The consultancy involves analytical services for wastewater samples
collected by the RO from the sewage and septage treatment plants
operated and maintained by the Concessionaires. The number of operating
wastewater treatment plants is expected to increase from 57 in 2015 to 67
in 2016. The use of market price in deriving the cost estimate rather than
using the existing contract cost answers for the relative increase of the ABC
for 2016. Uniike in previous contracts, manpower and other attendant
resources (vehicle, fuel, etc.) for conducting wastewater sampling are now
proposed to be provided by the winning firm. However, the MWSS RO is
not precluded from conducting its own wastewater sampling despite *

laboratory testing shall still be performed by the w’—'_

Manager

Water Quality Control Monitoring Department
Technical Regulation Area

3. Project Description:

go
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4. Project Milestones

TN Timeline Crit e
Activities Start Lo Source Status

2009 Sep 20089 Aug 2010 . RO-COB Completed

2010 Oct2010 | Sep2011 | 1.253 RO-COB | Completed

Unutilized
2011 Oct 2011 Mar2012 |;0.204 | funds of the fx‘t’;‘l:rs”l‘g;
2010 contract

2012 15 Mar 2012 | 14 Mar 2013 1.334 RO-COB Completed

2013 | 19 Jul2013 | 18Jul 2014 | 1.630 RO-COB | Completed

5014 | 16 Oct 2014 | 15 Oct 2015 | 1,982 RO-COB | Completed

2015 | 16Nov201s | SNV | 2016 RO-COB | On-going

2016 | 16 Nov 2016 120'”1‘9," 4.358 RO-COB | Proposed

5. Measures Affected: SM6, SM 12b

VIll. STRATEGIC INITIATIVE PROFILE VIII

1. Name of Project: Development of Competency Framework

2. Contact Person: Virginia V. Octa

Officer-In-Charge
Administration and Legal Affairs

3. Project Description:

The consultancy includes the development of a “Competency Framework
(CF) or Model” that will be integrated into the RO’s Competency-based HR
System. The consultants shall provide the services & assistance in
designing the CF program/modules and managing its implementation.

4. Project Milestones

Tmeline Budaet Funding
Start End (P I Source

Procutement of Jan 2016 | Mar 2016
Completion of Jul 2016 | Sep 2016 048 | Ro-coB
Competency Catalogue P Proposed
BOT Approval of
Competency Oct 2016 | Dec 2016 - -
Framework/Model

5. Measures Affected: SM17

IX. STRATEGIC INITIATIVE PROFILE IX

1. Name of Project: ISO 9001 Certification

2. Contact Person: Virginia V. Octa |
Officer-In-Charge
Administration and Legal Affairs

3. Project Description:

The project involves the engagement of an “outsourced internal quality
auditor” that will audit the RO Quality Management System Manual to be
approved by the MWSS Board in preparation for an external audit to be
conducted by a Certifying body in order obtain 1ISO 9001:2008 certification.

The RO will also procure and engage the services of a Ceflify ody that

£
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will conduct assessment and audit of the RO’s quality management system
as a pre-requisite for ISO Certification.

4. Project Milestones

Activitios

Timeline

Start

End

Slatus

Draft Quality Management

System (QMS) Manual Mar 2015 | Dec 2015 0495 | RO.COB On-going
I\Rn:\::lsjg)lanlnallzatlon of QMS Jan 2016 | Mar 2016 Ongoing
BOT Approval of QMS Manual Apr 2016 | Jun 2016 - - Proposed
Conduct of internal audit by

outsourced auditor Sep 2016 0.100 RO-COB Proposed
External audit by Certifying body | 54 2016 | Dec 2016 | 0.350 | RO-COB | Proposed

& IS0 Certification

5. Measures Affected: Description SM18

e
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