JOINT VENTURE AGREEMENT
FOR THE FINANCING, DEVELOPMENT, REHABILITATION, EXPANSION,
IMPROVEMENT, OPERATION AND MAINTENANCE OF THE WATER
SUPPLY AND SEPTAGE SYSTEM OF THE
IRIGA CITY WATER DISTRICT

This Joint Venture Agreement for the Financing, Development,
Rehabilitation, Expansion, Improvemeni, Operation and Maintenance of the Water
Supply Systern and Septage System of lriga City Water District (hereinafter
referred to as the “Agreement”), is made this 25" day of Aprii 2018 by and batween:

IRIGA CITY WATER DISTRICT, a Covernment Owned and
Controlled Corporation, created pursuvant to Presidential Decree
No. 188, as amended, with principai business address at Rufino
Llagas, Sr. Street, San Roque, Iriga City, Camarines Sur, herein
represented by its General Mar:ager, ROMULO M. CORPORAL
JR. duly authorized, for the purpose of this Agreement, by the
Board of Directors under Board Resolution No. 04 series of 2018,
hereinafter referred tc as the ICWD,

-and -

PRIMEWATER INFRASTRUCTURE CORP., a corporation duly
organized and existing under the laws of the Republic of the
Philippines, with principai business address at 3™ floor Homeplus
Center, Pamplona 3, Las Pifas City, herein represented by its
President FE T. REBANCOS and its Assistani Vice-President
ROMEQ M. SABATER, duly authorized for the purpose of this
Agreement by its Board of Directors uncler a Secretary’s Ceirtificate,
hereinafier referred to as PRIME'WATER.

ICWD and PRIMEWATVER are collectively referred io as the
“Partiec”.

ANVECEDENTS: That—

A. ICWD, pursuant to Presidential l)ecree No. 198, as amended, otherwise
known as the Provincial Water Utilities Act of 1973, is responsible for the
provision of Water Supply and Sewerage Services in the Joint Venture Area;

B. ICWD currently operates in 36 barangays in Iriga City, Camarines Sur;

C. PRIMEWATER submitted on August 16, 2017, the Unsgilicited Joint Veniure
Proposal pursuant to the JV Guidelines to undertake the JV Project with
ICWD, which is the Financing, Develcoment, Rehabilitation, Expeansion,
improvement, Operation and Maintenance of the Water Supply and
Septage System in the JV Area;

D. Pursuant to the JV Guidelines, the Parties conducted a series of In-depth
Negotiations on the purpose, Terms and Conditions, Scope and
implementation Arrangements, as welt as al| Legal, Technical, and Financial
aspects of the JV Project, thereby coming U with an improved JV Proposal;




E. PRIMEWATER's JV Froposal contains Legal, Technical, and Financial
proposal with regard to the JV Proiect as revised, following negotiations with
ICWD’s Joint Venture Selection Committee (JVSC) (Annex “A”);

F.  Pursuari to the JV Guidelines, the JV Proposa! was subjecied to
competitive challengefselection process;

G. No bidder chalienged the JV Froposal within the presciibed period or duiring
competitive challenge, PRIMEWATER submitted a revised JV Proposal,
which the JVSC deemed to be beneficial to the concessionaires and tc the
government as well;

H. Pursuant to the JV Cuidelines, the JV Project for the Financing,
Development, Rehabilitation, Expansion, Improvemeni, Operaiivn and
Maintenance of the Waier Supply and Septage System of the JV Area was
awarded to Primewater Infrastruciure Corporation;

ACCORDINGLY, the parties have agreed ic form a Contractual Joint
Venture pursuant fo the 2013 NEDA JV Guidelines, as follows:

Section 1. Jefinitions and Interpreiation
1.1 Definitions

1.1.1. Appropriate Project Retirn - shall mean the real (i.e. not edjusied
for inflation) return to PRIMEWATER’s Project Cash Flows, which
shall be the weighted avcrage cost of capital for similarly situated
water utilities sot at twelve percent (12%), or as may be
subsequently defermined by MEDA (hereinafter referred tc as
“["stablished Ratc”). Provided: that, the parties may agree ic adopt
an APR different from the Established Rate if, in their reasonable
determination the Established Rate no longer reflects current market
conditions.

1.1.2. i3asic Tariff — shall mean the tariff charged to consumers for water
supply services, including VAT and all other taxes and fees required
by law to be indirectly passed on to consumers, and including all
adjustments mad= therecn such as those provided in Seciion 5.2
hereof, those resulting from Detailed Review, those mandated by the
appropriate regulatory authorities, and those due to changes in CPI
and PPL

1.1.3. t:losing Date - shall mean the specified date faliing not iater than
sixty (60) days afier a Noiice to Proceed is issued and delivered to
PRIMEWATER or such date as may be set by the Parties ihat will

armit the fulfiliment of Conditions Precedent specified in Section
10.

1.1.4. Commencemeni Date -~ shall mean the specified date when this
Agreement becomes effective as determined under Section 11
hereof or the day after Closing Date.

1.1.5. Concession Rights - shall mean the righis granied to
PRIMEWATER as previded und

2r/Section,;3 hereof.
. |




1.1.8.

1.1.9.

1.1.10.

1.1.11.

1.1.12.

1.1.13.

1.1.14.

1.1.15.

1.1.16.

1.1.17.

1.1.18.

1.1.19.

Consumer — shall mean (i) as o the date hercof, any cusiomer of
ICWD or (i) thereafter, any customer of PRIMEWATER, for the
stpply of water in the JV Area.

Consumer Price index o “CPI” — shall mean, for any year, the
Consumer Price index for that year published by the Philippine
Statistics Authority or such successor index as the Parlies may
agree pursuant to Section 3.4.1.

CPl Adjustment - shall have the meaning given to the term in
Scction 8.4 hereof.

Deotailed Review - shall pertain io detailed review on tariff as
provided in Section 8.5 hereof.

Detaited Review Period - shall mean the period wherein the ICWD
shall conduct a detailed review on tariff being on the last year of the
Five-Year Performance Period as described in Seciion 8.5.1 hereof.

Event of Defauli — shall mean an event described in Section 12.1
or 12.2 hereof.

Environmental Fee — shall mear: the rates per cubic meter (CU.M.)
of water consumption set out in Section 8.3 hereof for Septage
Management Services provided by PRIMEWATER.

Expiration Date - shall mean the end of the 25 year term of the
Agreement, or any extension or ranewal thereof.

Expiration Payment - shall mean the amount due to
PRIMEWATER at the Expiiation Date of the Agreement, as provided
under Section 13.3 hereof.

Financial Mode! -- shall refer to the financial representation of the
JV Project's actual historical performance and projected future
operations used to determine the required tarifi adjustment in order
to provide the APH set in accordance with this Agreement.

Financing Agrecments - shall mean such agreement or
agreements as may be entered between PRIMEWATER and its
lenders in respect of credii facility or facilities provided to the former
to assist in the implementation of the Agreement.

Five-Year Performance Feriod — shall have the meaning given o
the term in Section 8.5.1.

ICWD — shall mean the irige City Water Districl, a Government
Owned and Controlied Corporation, created pursuant to PD 198, as
amended.

ICWD Board of Directore — shall mean the members of the Beard
of Directors of ICWD duly appointed pursuent to PD 198, as
amended acting as a Board pursuant/p its by-laws.




1.1.20.

1.1.21.

1.1.22.

1.1.23.

1.1.24.

1.1.25.

1.1.26.

1.1.27.

1.1.28.

1.1.29.

1.1.30.

ICWD Covered Areas - =hall mean the areas within the Jv Area
that currently enjoys Wate: Supply Service from 1CWD.

ICWD Facilities - shall mean only the Properties, Planis and
Equipment (PPE) owned by ICWD to be used in the Joint Venture
operations, the exclusive uise of these assets were contribuied by
ICWD to the Joint Venture Project, pursuani to Section 2.10.1
hereof.

ICWD Functions - shall b= as described in Section 2.6.2 heraof.

initial Tariff — shall mean the tariff being imposed by ICW to its
consumers at Closing Date.

investment Recovery Rate - shall be the quotient derived by
dividing (a) the curnulative operating cash flow net of taxes, including
changes in working capital, derived from the JV Preject, by {b) the
cumulative investrnents made by PRIMEWATER in respec of the
JV Project. JV Share payments made by PRIMEWATER as iefined
under Section 2.9 and Section 4.1, shall not be considered zs part
of operating cash flow but shall be included as cumulative
investments. The Investment Recovery Rate shall be as reflected in
th= Business Plan by PRIMEWATER.

Joint Venture — shall mean the Contractual Joint Venture batween
the Parties created by virtue of the Agreement pursuant io the JV
Guidelines.

JV Area — shall mean the concession arca of ICWD n the
geographic jurisdiction of the Iriga City, Camarines Sur consigting of
a iotal of 36 barangays.

JV Guidelines - shall mean the 2013 Revised Guidelinzs and
Procedures for Fntering into Joint Venture Agreements beiween
Government and Private ‘Intities dated 3 May 2013 issuec oy the
National Economi: and Davelopment Authority pursuant to Section
8 (Joint Venture Agreements) of Executive Order No. 423 dated 30
April 2005.

JY Project — shall mean the Financing, Develupment,
Rehabilitation,  Expansion, Improvemeni, Operation  and
Maintenance of Water Supply and Septage System in ihe Joint
Vanture Area to ba jointly undertaken by PRIMEWATER anid ICWD
through a Contractual Joint Venture Arrangement for a pariod of
twenty five (25) years renawable: for another twenty five (25) years
as provided in the Agreement.

JV Proposal — shall mean the Unsolicited Proposal submittes by the
PRIMEWATER tc ICWD, in accordance with the JV Guideines, to
undertake the Joint Venture Project.

J/ Share — shali mean the share of ICWD in the Joini Veniure as

further defined in Section 1.1
. 4




1.1.31.

1.1.32.

1.1.33.

1.1.34.

1.1.35.

1.1.36.

1.1.37.

1.1.38.

1.1.39.

1.1.40.

1.1.41.

1.1.42.

L WUA — shall mean the Local Water Uiilities Administration created
under PD 198, as amended.

Motice to Proceed — shali mear the notice issued by ICWD within
sixty (60) days before Closing Date, in accordance with Section 10.1
paragraph (v), notifying PRIMEWATER that it may commence
taking-over the operation of the ICWD Facilities at a certain date.

Notice of Intention to Pre terminate — shail mean the notice issued
by a party in accordance with Section 12.4.1 hereof, notifying the
other party of the former's intantion to terminate/exit from this
Agreement.

Criginal Invesiment Recovery and Return Curve — shall mean the
investment recovery anc return curve coniained in the Initial
Financial Mode! as defined in Section 8.6.

Performance Bond — shall have the meaning to the ierm given in
Section 6.4 hereoi.

Fre-termination [date — shall mean the effeclive date of vaiid pre-
termination due ic an event of default or unforeseen change in
circumstances afier a pre termination process, pursuant to Section
12 hereof.

F're-termination Payme:it - shall mean ithe amount due [0
PRIMEWATER efter the pre-termination of the Agreemoni as
provided under Scction 12.5 hereof.

FRIMEWATER - shall mean PRIMEWATER INFRASTRUCTURE
CORP., a domestic corporation created pursuant to the Corporation
Code of the Philippines;

PRIMEWATER Facilities — sheall mean all Properiies, Plants and
Equipment (PPE) owned and operated by PRIMEWATER in the
Joint Venture area, the exclusive use oi such asscts were
vontributed by PRIMEWATER for the purposc of the JV i’roject,
pursuant to Section 2.10.2 herecf.

ewards and Penalties “ramework — shall have the meaning to
the term given in Section 5.5.8. hereof.

Septage — the combinztion of scum, sludge, and liquid that
accumulates in septic tanks. It is a mixture of siudge, fatty materials,
human feces, and wastewater removed during pumping of an onsite
sewage treatment and disposal system. Excluded from this definition
are the contents of poriable ioilets, holding tanks, and grease
interceptors.

“eptage Management Fzcilities — means the stationary facility that
ireats only domestic septage or combinations of domestic septage,
iood establishment sludges, wastes removed from portable toilets,
and wastes removed frem holding tanks associated with boats,
marinas onsite sewage treatment anddisposal systems, before use
or land application, and the trucks usecito coliect septage.




1.2

1.1.43.

1.1.44.

1.1.45.

1.1.46.

1.1.47.

1.1.48.

Scptage Management Services — shall mean the collection,
treatment, and disposal of septage coliected from septic tanks.

Succeeding Operator — Any such entity, whether a private entity or
a government instrumentality, that will operate the Water Supply and
Septage Systems and/or provide Water Supply and Scptage
Services in a portion of or the entire JV Area at any time after the
expiration of this Agreement as applicable.

Twtal Tariff — shall mean the sum of Basic Tariif and Environmental
Fee, including VAT and all other taxes and fecs required by law/ {o
be indirectly passed on to consurmers, and including all adjusiments
made thereon such as those previded in Section 8.2 hereof, those
resulting from Deiailed Review, those mandated by ihe apprcpriate
regulatory authorities, and those due to changes in CPi and ~PL

Term — shall mean twenty five (25) years from the Commencament
Date, renewable for another twenty five (25) years as provided in
Eection 11 hereof.

Water Supply Services - shail rmean the supply and distribution of
potable water and other relatad services to consumers in the JV
Area.

Viater Supply System — shall mean all water supply and distribution
facilities and waterworks, including production and other wells, water
treatment facilities, pumps, pumping stations and pump houses,
reservoirs, water mains, pipes, and all waier distribution and
transmission faciiities, land, buildings, and other appuiienant
properties, planis and equipment used to provide Water Supply
Services to the JV Area.

Interpretation

The Annexes to this Agreemeni shall form an integral part hercof and
referennes to Annexes shall e Annexes to this Agrcement unless

otherwise stated.

The headings of Sections to this Agreement are inseried for convenience
of reference only and shall not in any way affect the interpretation of this
Agreement.

References to any pari or person referred to in this Agreement include
references to its respective successors and permitied assigns.

The words “include”, “includes”, and “including” shall at ali times be
construed as if followed by the words “without limitation”.




Section 2. The Unincorporaied Joint Venture

2.1.

2.2.

2.3.

Establishment of the Unincorporated Joint Ventiure

2.1.1. The Parties hereby establish the Unincorporated Joint Venture
pursuant to the JV Guidelines to undertake the development of the
Jv Project.

2.1.2. The Parties further agree that their relationshig shall be governed by
Philippine laws and principles applicable io an Unincorporated Joint
Venture.

Business Name

Each Party shall use their respective business names for purposes of
performing their respective functions as described in this Agreement.

Business Obijective

The general objective of the JV Project is primarily 10 attain the highest
possible level of water supply and septage management services for, as far
as possible, 100% of water consumers in the JV Area. More specificelly, the
goal is to ensure sustainable and balanced waier supply and sepiage
management that will meet current and future demand ai the least cost
possible.

The specific objectives of the JV Project are as follows:

I To optimize existing water sources and to develop new/ additional
sustainable water sources to mesat long-term water demand;

ii. To reduce and/or maintain distribution iosses (Non-Revenue Water)
to national or industry acceptable levels;

iii. o expand service coverage to unserved barangays and improving
TCWD Facilities;

iv. "Y'o ensure, as far as possible, urinterrupted 24 hour water supply to
connected consumers;

V. ‘o ensure that water supplied to consumars comply with the
Philippine National Standards for Drinking Water (PNSDW)
requirements;

Vi “I'o mitigate tariff impact tc Consumers;

vii. o provide for an efficiont and effective Sepiage Management
Program;

viii. To maintain good and harmonious relationship with water consumers

at all times through their improved satisfaction level; and

and nromoting responsible

ix. [o protect the environment by ensurémgi
tinue utilization of surface

use of groundwater resources, and




2.4.

2.5

water and providing sound managemeni and protection of
watershed.

Joint Venture Relationship

2.4.1. The relationship of the Paiiies shall be one of Joint Veniures.

2.4.2. The Parties have zntered nto this Agreement with the intenuon that
it shall operate between tham with fairess and without the datriment
to the interest of any of thom on the basis of a relationship invelving
mutual trust, good faith and confidence and on the undersianding
that each one has the righis to pariicipate in the conduct of ihe Joint
\anture pursuant to Sections 2.6 and 2.7 of this Agreement and the
right to participate in the profits of the Joini Venture pursuant io
Saction 2.10 of this Agreemeni.

2.4.3. The right of the Farties to bind the Joint Veniure and one znother,
under the principle of mutual agency, shall be pursuant fo the explicit
provisions of this Agreement, in accordance with the Pariies’
respective  functions, rights, and obligations as enumerated
hereunder, and subjeci to the exceptions, limiiations, and
indemnifications provided in this Agreement.

2.4.4. The Parties agreed to meet on the fifteenth (15™) of the first inionth of
every quarter and at any reasonable time upon prior wriller notice
by one party to the other to dissuss the JV project and all aspects
thereof.

Management of the Joint Ventura-Strategic and Operational Control

2.5.1. Sirategic Control - ICWD shall have strategic control of th2 Joint
Venture, which specifically means that it shall have the authorily to,
i coordination with PRIMEWATER, (i) establish business policies
of the Joint Venture (i) set plans and programs as well as service
obligations and targets of the Joint Venture incicaied in Antax A"
of this Agreement, (i) sei tariff to be approved by ihe Apgropriate
Rregulatory Body in accordance with the provisions of Section 8 of
this Agreement, and (iv) review and monitor performance  of
PRIMEWATER ainnually in order to determine PRIMEWATER's
compliance with its service obligations and targeis as wel' as its
obligations under the Agreement.

2.5.2. Operational Conrol - Except far ICWD funciions enumerated in
Section 2.6.2 herzof and subjec: to the business policies, plans and
programs set by the Joint Veniure pariners, PRIMEWATIZR shall
have operational control and rnanagement of the Joint ‘fenture,
which shall be undertaken by end in the name of PRIMEWATER.
For the avoidance of doubt, operational control shall refer to the
management of normal b:usiness activities consisting of thz day to
day transactions of the Joint Venture at the operational level.

2 53. PRIMEWATER, io securc the bast terms for the JV, ie authorized to
enter into Financing Agreaments as it may deem nacessaiy and/or
desirable to obtain financing for the PRIMEWATER faciiitiss o be
used in the JV Project upon rotice 6. but without need of prior




approval of ICWD, subject to compliance with applicable laws and
requirements, if aiy, of the Bangiko Sentral ng Pilipinas (BSP) or the
financing instituticn concerned. PRIMEWATER shall have the right
to use as coilateral or sescurity its rights under this Agreement
iacluding the PRIMEWATER Facilities. Provided, that the ICWD
Facilities or any part thereof shall not be used as collateral or
security in  any Financing Agreements entered inio by
PRIMEWATER. Provided further, that such Financing Agreecments
shall be the scle liability and for the exclusive accouni of
PRIMEWATER. Frovided, finally, that PRIMEWATER'’s contribution
to the Joint shall be computed based on total projeci cost to
PRIMEWATER without regarc to sources of funding.

2.6. Functicns of the Parties

2.6.1.

2.6.2.

PRIMEWATER is designated as the operator of the Concession,
contractor and agent of ICWD in the JV Area. it shall perform the
following functions:

i) Finance, Develop, Rehabilitate, Expand, Improve, Operate, and
Maintain all Water Supply System and Sepiage Management in
the JV Area. As such, it will act as facilities Operator anc Asset
Manager;

tii) Bill and Collect Total Tariff from consumers within the JV Area
and for this purpose test, mount, dismount and remount,
connect, disconnect, and/or reconnect water meters within its
jurisdiction;

viii) Submit reports and remit JV Share to ICWD as agreed in the JV
Agreement;

‘iv) Customer Service — *RIMEWATER shall endeavor o resolve
customer concerns, service requests, and complaints thal are
either direcily received by it or referred to it by ICWD; and

v) Such other functions as may be required of PRIMEWATER as
operator in the JV Arca and in order to fulfill the Joint Venture's
Service Obligations.

ICWD shall have the foliowing functions:

() Strategic Planning — /CWD shall review and approve business
plans of the Joint Venture that will contain programs of work,
service obligation and targets.

(i) Business Policy Setting -- in coordination with PRIMEWATER,
ICWD shall establish business policies in order to ensure that
business targets of the Joint Venture are met.

(iii) Asset Management Supervision. - ICWD shalii have the authority
to inspect, at reasonable hours, the gondition of ICWD - aalit




2.38.

and PRIMEWATER Facilities in order to determine whethaer said
assets are kept in good cordition and to enforce compliance
measures upon PRIMEWATER to make good its obligation with
respect to the rnanagerneni of these assets.

(iv) Customer Relations — ICWID shall have the authority © eneriain
concerns, service requests, and complainis regarding water
service and enforce cormpliance measures upon PRIMEV/ATER
to address the same. ICWD shail likewise undertake all aciivities
pertaining fo customer relations such as information
dissemination, public consultations for tariff adjustment, and the
like.

(v Tariff Setting - ICWD shall sei the Total 1 ariff in accordance with
the provisions »f Secticn 8 hereof.

(vi) Performance Review and Monitoring — the ICWE shall z-nually
review and monitor the accomplishmeni of the JV Fioject's
objectives and compliance with set service obligations and
targets. Accordingly, ICWD, shall impose rewards and/or
penalties in accordance with a Rewards and Ponalties
Framework described in Section 8.5.4 hereof.

ICWD shall exercise such other functions that may not be deiegated
pursuani to Section 30 of PD 19§, as amended.

Parties #0 the Unincorporated Joint Venture

The parties to the Unincorporates Joint Veniure shall be the Parlies fo this
Agreement, or any subsidiary, successor or assignee of PRIMEWATER
subject to the approvai of ICWD, which approval shall not be unrezsonably
withhelc!

Provide: that, PRIMEWATER may, at any time upon the commensement
of this Agreement, form i wholly swnad subsidiary for the purpose ¢t the JV
Project, in which case, said wholly owned subsidiary shail imimadiately
substitule PRIMEWATHR as o party io this Agreement anc fo the
Unincorporated Joint Vanture upon wiritten notice of PRIMEWATER to
ICWD without need «f any approval from ICWD. Provided further,
PRIMEWATER shall guarantec the technical, financial and il other
obligations and commitments of 'is subsidiary undes the JVA.

Contributions of the FPaities

2.8.1. iICWD’s equity contributivn to the Joint Venturs shall be ths use of
ICWD Facilities by way of investment. These assets have a value
after depreciation and @bsorption by PRIMEWATER of ICWD'’s
joans,

mPe&.os PrP I Geched nergwith
as Annex s reflected in Note 9 of the COA !'inancial

Statements of ICND as of December Z016 (Anncx “B-27).




2.9

2.10.

ICWD may increase its coniribution to the Joint Venture by investing
ir additional assets and contributing the usufruct of the same to the
Joint Venture subject to such terms and conditions as may be
miutually agreed upon by the Parties hereunder, such as the
additional JV Sharc to be granted to ICWD as a resuit of the increase
ir. contribution or a corresponding reduction in tariff due to the
resulting reduction in expenses to be shouldered by PRIMEWATER.

2.8.2. FRIMEWATER'’s contribution to the Joint Venture is the capital
investment and other cash outlays estimated at [ I NNEGNGNG

2808 over twenty five y

JV Share

2.9.1. Afier payment of the JV Share, PRIMEWATER shall be entilled to
the remaining profits and shall bear the resulting losses from the
operation of the Jeint Venture/JV Project.

2.9.2. ICWD shall be entitled to:
(i) An annual JV Share as detailed in Section 4.1;

(i) An additional JV Share equal to the debt service on I[CWD's
existing loans beginning on Commencement Date by various
creditors (the “ICWD Loans”) pursuant to the schedule aitached
herewith as Annex “” | which schedulc was submitied and
verified correct by ICWD and agreed upon by PRIMEWATER
before the finalization of negotiations.

Assets cf the Joint Venture

Assets of the Joint Venwure shall consisi of the ICWD Facilities and the
PRIMEWATER Facilities that may be brought in by PRIMEWATER into the
Joint Venture.

2.10.1. ICWD Facilities - Legal title to all ICWD Facilities shall be retained
by ICWD. ICWD Facilities shall be immediately turned-over by
PRIMEWATER to ICWD &t Pre-termination Date or {-xpiration Date.

2.10.2. PRIMEWATER Facilities — Legal title to PRIMEWATER [acilities
chall be in the name of PRIMEWATER during the term of this
Agreement.

Upon Pre-termination, the Parties hereby agree that PRIMEWATER
shall transfer ali rights, iitle, end interesi fo the PRIMEWATER
Facilities to ICWD subject to the provisions of Section 12 of this
Agreement.

At Expiration Daie, the i‘artics hereby agrec that PRIMEWATER
shall transfer all its rights, title, and interest fo the P JAMEWATER
Facilities to ICWD provided that all amounts that PRIMEWATER is
entitled to receive under tiiis Agreemengshall have been reccived by
PRIMEWATER subject io the provisigns in Section 12 of this




Agreement.

Any and all taxes, costs and expenses prescribed by law for the
transfer of the water facilities at Pre-termination or Expiration Date
shall be for the account of {CWD. In the event that PRIMEWATER is
required by appropriate government to pay such taxes, cosis and
expenses, the payments shell bereimbursed by ICWD to
PRIMEWATER such that the latter shall not uitimately be responsible
fer such payments.

Section 3. Grant of Concession Rights and Right to Use ICWD Asseis

3.1.

3.2.

3.3.

Subject io the terms and conditions of this Agreement, ICWD hereby
designates and appoints PRIMEWATER as its coniractor/agent ior the
exercise of its concession rights provided in this Agreement, and grents to
PRIMEWATER, or any of its assignees or successors in interest, during the
Term of this Agreement, the sole and exclusive right o finance, develop,
rehabilitate, improve, expand, operate, and maintain the Water Supply
System and Septage Management Facilities, including, but not limited to,
the right to bill and collect Total fariff from Consumers for Water Supply
and Septage Management Services.

Subject to the terms and conditions of this Agreement, ICWD hersby
delivers the ICWD Assets to PRIMEWATER by way of usufruct.
Accordingly, PRIMEWATER shal! have the right to use the iICWD Facilities
and PRIMEWATER Facilities consistent with the joint venture undeitaking
of PRIMEWATER in order to fuffill its obligations under this Agrecment,
including the right to opcrate, repair, maintain, rehabilitate, renew and/or
decommission the ICWD Assets as well as all other Water Supply and
Septage Management Facilities.

ICWD further grants PRIMEWATER the right to provide Scpiage
Management Services o the consumers of neighboring cities and/or
municipalities, and accordingly use Septage Management Facilities in the
JV Arez for such purpose, subject to the payment of the necessary {apping
fees and desludging fees to FRIMEWATER, which tapping fees and
desludging fees shall be considered as revenues of PRIMEWATLR from
the JV Project and, as such, shall be taken intc account in the computation
of Environmental Fee of the Consumers of the JV Area.

Section 4. Payments to ICV/D

4.1

Paymeit of JV Share

41.1. PRIMEWATER shall remit to ICWD, as JV Share the amount of
““hirteen Million Pesos (PhP 13,000,000.00) per annum, increasing
by One Million Pesos (*hP 1,000,000.00) cvery five (b) years
thereafter,

41.2 As additional JV Share to ICWD, it shali be the obligution of
PRIMEWATER tc remit the payment for the amortizations, censisting
of the principal znd interest, of existing /ipans extended io ICWD
beginning Commencement Dete to it ayment _of the




4.2

4.1.3

amortizations, consisting of the principal and interest, or existing
loans extended io ICWD by various creditors (the “ICWD Loans”)
pursuant to the schedule attached herewith as Annex “C”, which
schedule was submitted and verified correct by ICWD and agreed
upon by PRIMEWATER before the finalization of negotiations.

The JV Share indicated Section 4.1.1 and Section 4.1.2 was set to
sufficiently defray the cosis of operating the remaining business and
affairs of ICWD. The foregoing notwithstanding, ICWD has the right
io use the JV Share as it sees fit, such as in the procurcment of
assets for ICWDD's exclusive benefit; provided thai: such use wili not
be in conflict with the JV Project; provided further that: such use is
subject to relevant laws, rules and regulations on disbursement of
public funds.

Such JV Share under Section 4.1.1 may further be adjusted, subject
to the Agreement of thc Parties for any aciual, reasonable, and
documented budgetary changes and/or changes in CPIl, provided
that the changes above should have been made applicable to Tariff
as well, and/or for any increase in contributicn of ICWD pursuant to
Section 2.8.1 hereof.

t'he JV Share is not for the purnose of PRIMEWATER’s acquisition
cf any license frem ICWI to charge and/or biil and collect terifi from
consumers for water supply services, but such JV Share is for
ICWD's primary contribuiion to the Joint Venture as clearly stated in
Section 2.8.1 of the JVA and its participation in the joint veniure.

Remittances, Delays

4.2.1. At Commencement Date and on or before the fifieenth (15") day of

4.2.2.

4.2.3.

the succeeding month, FRIMEWATER shall pay ICWD the amount
equivalent to one twelfth {1/12) of the JV Share.

PRIMEWATER shall remit to ICWD such amounis equivalent o the
amortizations, principal and interest, of existing lcans of ICWD listed
in Annex “C” hereof within two weeks before said amortizations fall
cdue. ICWD shall in turn pay saic amortizations, principal, and interest
cn or before due date of the sarne.

i-ailure to pay any of the amount discussed hereunder on their
scheduled due dates, without justifiabie causes, shali render
PRIMEWATER liable to nay a penalty based on the amount due at
the legal rate for fixed JV Share and at the prevailing rate for the
additional JV Share. Penaity accruing to ICWD shall be without
prejudice to its right tc take the payment of the amount due,
including any penaity thereon, from the Performance Bond, which
shall be renewed by PRIMEWATER in full amount within thirty (30)
days after it has been fully utilized for payment of the unpaid charges

and penalties. .
I l 13
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Section 5.

5.1

Service Obligations of PRIMEWATER

Service Obligations

5.1.1.

5.1.2.

5.1.3.

5.1.4.

5.1.5.

Service Coverage — PRIMEWATER shall provide Water Supply
Services to as many Consumers in the JV Area as practicadle by
providing Water Supply Services to all conneciad Consumers in the
ICWD Covered Areas and by making additional conncctions
sufficient to meet the coverage targete set ocut n ihe
improved/revised JV Proposail.

Provision of Continuous Water Supply fe all Connected Consumers
- Within five (5) years from Commencement Date, PRIMEVWATER
chall ensure, as far as poasibie, that all connected Consurmers will
enjoy uninterrupted twenty four-hour water supply at 10psi, subject
to interruptions due to reasonable causes as determined hy the
ICWD and, when possible, upon 24 hours prios notics.

Drinking Water Standards - From Commencemeni Date,
PRIMEWATER shall continue tc ensure that the water supolied to
Consumers complies with standards set by the Philippine Mational
Standards for Drinking Vater (PNSDW) or with such pravailing
standards on drirking waier quality issued by the Departiment of
Health or such other governmenial agency of the Philippines that is
tasked with issuing such standards. Provided that: this service
obligation is applicable if the Parties are abie to jointly confirm that
as of Commencement ate, current water supply is =zlready
compliant with ihe aforementioned standards. Provided further that:
in the event that water supply at or in parts of ihe JV Area proves to
be non-compliant with the eforementicned standards as of
Commencement Date, FRIMEWATER has five (3) vea's from
Commencemeni Date to ensure compliance of the water supply with
said standards.

The Parties hercby agreo that, in the event that PRIMEWATER
needs to provide or introduce additional treatment fo meet the
standard set by the PNSDW due to any changes in zxisting
circumstances, or to meei any future changes in standards set by
PNSDW issued by the Department of Health or other goveramental
agency of the Philippines iasked with issuing such standards, shall
form part of PRIMEWATE.R's expenses that shall be considered in
the computation of Total i ariff.

Customer Service — PRIMEWATER shall, at all times, provide
L'WUA acceptabie customar service standards to iis Consurmers and
strictly comply with the Customer Service Handbook to be submitted
within one (1) year to anc approved by the ICWD from reczipt and
updated every Detailed Review Period. The Customer Service
Handbook shall contain, among other things, timeline for responding
to consumer inquiries/complain’s, notices for interruption water
supply, procedures on bilis payment and rules on disconneclion.

Compliance with XPls and BENs - In order fo mitigate tariii impact
io Consumers, PRIMEWATER shall ensurgthat Key Pericimance
indicators and Business Efficiency Meast which shal not be




5.2.

lower than LWUA standards and which agreed upon by the 'arlies
within one (1) year from Commencement Daie and
updated/adjusted avery Detailed Review Period shall consistently be
complied with.

5.1.6. Soptage Management - PRIMEWATER shall provide scpiage
management and sanitation services to as many Consumers in the
JV Area as practicabie beginning on 2020 in accordance with the
coverage targeis set oul in the improved/revised JV Froposal.
Septage Managerment Services shall be provided to each consumer
&t regular intervals of five (5) years.

5.1.7. Watershed Management and Protection Program - PRIMEWATER
znd ICWD shall lead an zsnvironmental protection and waiershed
rnanagement program anc shall jointly initiate and support plans and
projects of the National and Local Government with regard to the
cevelopment, protection and managemeni of the JV areas
watershed, water resource:s and protected areas in relation ic the JV
project.

5.1.8. The service obligations shail be subject to ihe approval of tariff
increases indicated herein or arrived ai in accordance with the tariff
setting mechanisim provided in this Agreement; or the issuance by
the proper government cuthorities of the necessary permiis and
approvals to enable FRIVMEWATER tc operform its service
ubligations, such as, but not limited to, water permits; or changes in
circumstances that affect the performance of such service
nbligations, such as, but not limited to, changes in projections for
population growth or demand. Moreover, investment in capital
expenditures for Septage Management Facilities shali be subject to
the approval and implementation of the Environmental fec as
iscussed hereunder.

5.1.9 'The JV Project’s Septage Management Facilities shall also be used,
in whole or in part, in the provision of Septage Managemeni Services
io one or more neighboring city(ies)/ municipality(ies), subject to the
sayment of tipping fees/ desludging fees, which fees shall be
redited to the JV Project between PRIMEWATER and ICWD. The
foregoing structure is an essential business assumpiion in
Jetermining the feasibility of the JV Project as regards the provision
of Septage Management Services.

Failure of PRIMEWATER to meet any of the service obligations
enumetated above without reasonable cause/s on the dates or during the
periods agreed upon shall entitie ICWD to forfeit six percent (6%) of the
Performance Bond subject to Section 5.3 of this Agreement without
prejudice to the payment for thc damages and/or losses caused (o third
parties by reasons of such failurc by PRIMEWATER, uniess such failure is
due to justifiable causes to be determined by the ICWD.

Revisions to Service Obligations

During the Detailed Review Period, the ICWD, based on the Businzss Plan
submitted by PRIMEWATER, shall deiermine whether changes (o Service
Obligations of PRIMEWATER are in or The gevised Service




5.3.

Obligations, as determinad by the ICWD, shall take efiect on the iirst day
of the Five-Year Parformance Period imimediately succeeding the Detailed
Review Period.

Changes to Service Obligations are in order in the event that required tariff
increases did not materiziize, or ihe necessary permiis and approvais are
not issued, or changes in circumstances affecting the performance of such
service vbligations take place.

Penalty for Failure to Cornply with Service Obligations

5.3.1.

53.2.

5.3.3.

5.3.4.

5.3.5.

5.3.6.

The ICWD shall, within one montt: after each anniversary date of the
Commencemeni Date, issue a report un PRIMEWATER's
compliance with any or ali of the service obligations enumerated in
Section 5.1 of this Agreement during the one year period preceding
such anniversary date {for service obligations under Sections 5.1.2,
5.1.3, 5.1.4, and 5.1.5 as cpplicadle) and/or as of such anniversary
date (for service cbligations under Sections 5.1.1,5.1.2,5.1.3,5.1.6
and 5.1.7 as applicable).

PRIMEWATER shall have sixty (60) days from writien notice io cure
its deficiency in the performance of its service cbligations as noted
by the ICWD or to provide the ICWD with justifications for such
deficiency. However, deficiencies in the performance of its service
obligation which endanger public health end safety of the
consumers/concessionaires shell be remedied or acted upon
immediately upon written notice. PRIMEWATER will be held
answerable to any damagcs as ¢ result thergor.

Failure of PRIMEWATER to cure said deficiency or provide
justifications for such deficiency to the satisfaction of the ICW1 shall
entitle ICWD to, immediaicly afier the lapse of the sixty (60) day
period from written nclice to cure, impose a penelly on
PRIMEWATER fcr the laiter's failure to perform any or all of its
service obligations, which penalty shail be equivalent to six percent
(6%) of the Performance Eiond through the forfgiture of said amount
from PRIMEWATIER's Petformance Bend.

The Performance Bond shall be renewed by PRIMEWATE R in full
amount within thirly (30) days after it has been reduced for payment
of penalty as provided in this Section 5.3.

For the avoidance of coubt, the imposition of a penalty ior
PRIMEWATER's failure to perform any or all of its service
obligations shali not be oficner than once a year.

in the event that the deficiency is clearly not reciifiable within a
period of one year, PRIMEWATER will be allowed, after pcnaliies
are imposed, to submit its best case scenario on a catch up plan on
service obligations within a reasonable period to be specified by the
ICWD. The catch up plan shali be subject to the approval of the
ICWD, which approval shall not be unreasonably withheld. As soon
as the catch up plan is approvad by the ICWD, the new service
obligations shali be made applicab!




Section 6.

/6.1,

6.2.

6.3.

6.4.

Taxes

6.1.1.

6.1.2.

6.1.3.

Cther Obligation:: of PRIMEWATER

Taxes/Charges on the [Execution of this Agreement —
PRIMEWATER shall be responsible for all documentary stamp taxes
and such other taxes and charges arising from the execution of ihis
Agreement and such other agreements and instruments exscuted
pursuant to this Agreemeni. For the avoidance of doubt, these shall
form part of PRIMEWATEUs expenses that are considered in the
computation of tariif.

[axes/Charges on the Operation of the Joini Veniure -
PRIMEWATER shall be responsible for ail withholding w@axes,
customs and import duties, reai property taxes on the Joint Venture
facilities, other local taxes, capital gains tax anc other transfer taxes
and other forms of taxes and charges arising from its operation of
the Joint Venture. In the event that a tax assessment, accruing 4and
payable after the Commencement Date, is imposed on the Joint
Venture, PRIMEWATER st:all shoulder the same. For the aveidance
o/ doubt, these shzll form part of PRIMEWATER’s expenses that are
considered in the computalion of tariff.

Value Added 1ax (VAT) on the Operation of the Joint Veniure ~
PRIMEWATER shall increase initial tariff to pass on the applicable
VAT to the consumers and remit the same to the BIR, as provided
by law.

For the avoidance of doubt, the term “initial tariff’ means the tariff
imposed by the ICWD as of Closing Date.

Paymeriis tc Local Government

PRIMEWATER shali pay any anc all fees required by the LGU in relation to
the operation of the Water Supply System, which expenses shall be
chargeable to tariff.

insurance

PRIMEWATER shall, at its own cost, obtain and maintain in force suificient
insurance cover in such amounts and in such form as are reasonably
customary in the indusiry. For ICWD Facilities, Insurance shall be obtained
from the Government Service Insurance System (GSIS) and ICW!) shall
be named as the irrevocable beneficiary under policies pertaining thereio.
Insurance proceeds obtzined by ICWD for losses of ICWD Facilitics shall
be usec o restore the ICD Facilities to their original state before the loss.

Performance Bond

6.4.1.

Prior to Commencemeni Daie or every Commencement Uate
Anniversary, as ihe case may be, PRIMEWATER shall deliver to
SWD a Performance Bond in such form as may be determined by
ICWD, to guarantce PRIMEWATER's pgrformance of its obligations
hereunder and to cover for damages dnd.expenses incuired by




6.5.

/6.6.

ICWD in case of 2 PRIMEWATER Event of Defaull as discussed in
Section 12.4.2 hereof.

6.4.2. The Performance Bond shall be based on the amouni =quired
under the JV Guidelines.

6.4.3. The Performance: Bond shall be renewed annually, no laier than
thirty (30) days before the expiration date of such Performance Bond
and adjusted for changes in projections for JV Share and/or CAPEX.

644 In the event ICWD makes a cali and coliects agarst the
Ferformance Bond under this Agreement, PRIMEWATE R shall
raplenish or renaw the Performance Bond for the required full
amount of the Performance Borid within thirty (30) days aftzr it has
veen fully utilized.

6.4.5. Twelve (12) monihs after the end of the Term of this Agreement, or
ils extension, unless there is any acciued liability under the
Ferformance Berd, ICWL! shall undertake with due expediton such
action as PRIMEWATER may reasonably reguest o assist
FRIMEWATER in procuiing the release of the Performance Bond
which remains outstanding.

Reporting Obligations

6.5.1. Report on Service Obligaticns — In order for the ICWD ic timely
monitor the compliance of PRIMEWATER with its Service
ﬁbligations PRIMEWAT R shell prepare and submit a report to the

ICWD of its compliance with its Service Obligation within ninaty (90)
days after the erd of each calendar year in such form and having
such data as the ICWD may recuira.

6.5.2. LWUA Reporiorisi Requiraments ~ PRIMEWATER shall also submit
2 Monthly Data sheet to the IC'WD in the format and containing all
information required by LYWWUA every 15% day of the following month.

6.5.3. Financial information- Not later than the 15% of day cf the month,
PRIMEWATER shall submit to the ICWD its financial siatemisnis for
the JV Project accomparied by Schedule of Revenues, Cperaiing
F:xpenses, Capital Expenditures, and changss in working capital,
certified correct by PRIMEWATZR Comptrolicr except to the extent
that such details are proprietary in the roasonable opinion of
PRIMEWATER.

6.5.4. Otherinformatici — The ICWD Board of Direciors through thie ICWD
raserves the right to request for other relevant information al any
#ime if the requiremenits arise.

Condition of Assets upon Turn-over ie ICWD

Upon the pre-terminaticn or termiination of this Agreement, PRIMEWATER
shall ensure that ail assets of ine Joint Venture to be turned-ovar to the
ICWD in accordance with ‘;ec% ne 12 and 13 hereof shall be compliant
with the existing operational stendards of LWUA or the appropriate
regulatory agency at ths time all taks place.

12




Section 7. Obligations of ICWD

7.1.

7.2.

8.1.

Cooperation with PRIME WATER

Subject to the provisions of this Agreement, the ICWD undertakes io use its
best efforts to ensure that PRIMEWATER shaill be able to perform its
obligations under this Agreemeni.

The ICWD shall, offer @il reasonable assistance to PRIMEWAT!R, at no
extra cost to PRIMEWATER for such assistance, in making all necessary
applications governmeni permits and in carrying out all other necessary acts
at the requisite time and in requisite form to obtain and mainiain such

governient permits and approvals as may be necessary for PRIMEWATER
to perform its obligations under this Agreement.

Functions of the I[CWD

ICWD will retain functions that ICWD Board may not delegaie by contract, as
provided under Section 30 of PD 198, as amended. in addition io these,
ICWD shall perform the “unctions stated in Section 2.8 hereof.

Section 8. Tariff

General Principles

8.1.1. lariffs shall ensure that ali project costs of PRIMEWAIER are
recoverable during the Joini Venture Term, carning & reascnable
rate of return cn investment equal to the Appropiiaie Projeci Return
(APR) set for the relevant peried.

8.1.2. Notwithstanding any provision under this seciion, only reesonable,
prudent, legitimate, and efficient costs shall be recognized as
recoverable cost from Teriffs per LWUA guidelines.

a. Prudent costs are expenditures that are incurred in a discrete,
cautious, practical, and carsful manner such that these do not
deviate in a materiai way from costs of related expenditures of
other water and septage management service providers having
the same business climaie and under simiiar conditions.

b. [Legitimate costs are cxpenclitures that are incuired in the course
of carrying out the business of providing water supply and
septage managemenit services. Accordingly, expenses that are
not relevant in the provision of water supply and septage
management services in the service arca or those that are
incurred for projects outside of the JV Area shouid be ring-fenced
and excluded from tha cemputation of tariff.

c. Efficient costs are expenditures that are capable of achicving the
desired resuits with the minimum use of resources, time, and
effort.

8.1.3 Substantial and procedurai requirements for approval of tarifis of
water districts, as specified in Sections 37 and 83 of D 198, as
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8.5.

8.4.2.

8.4.3.

Should the above index be repiaced or ceasc to be published, the
Parties agree fo utllize such new-index as may be published,
preferably by the Philippine Government, to represent the cost of
living in All incorme Houscholds in the Philippines.

Adjustment from changes in Regionai CPl and PPI shall be automatic
and shall consist of a multipiier applied to the Total Tariff for each
consumer category calculated as follows:

Multiplier =70% x [(CPlcurent divided by CPlLestvear] -
30% x [(PPICurrent divided by PPlLas[Year]

The ICWD Board, through the Iriga City Water District, shail be
notified of the adjustment from changes in CPI and PPl one month
prior to its autcmatic implementation. The said adjusimeni shall
become operative within 7 days after posting in a public place in
accordance with Section 83 of PD 198, as amended. Morcover, the
said adjusiments shall be subject to rules and regulaticns of the
appropriate regulatory bedy.

Detailed Review

8.5.1.

8.5.2.

8.5.3.

8.5.4.

The ICWD shali conduct. a Detailed Review on the last year of the
i“ive-Year Performance i’eriod to include annual monitoring. For the

" avoidance of doubt, the first Five-Year Performancz Period

commences on the Commencement Date and ends on the day
before the 5" year anniversary of the Commencement Date. The
next Five-Year Performance Period commences on the 5%
anniversary of the Commencement Date aind ends on the day before
the 10" anniversary of the Commencement Date, and so on and so
forth.

For each Detailed Review, PRIMEWATER shall submit a fusiness
Plan covering the Joint Venture Term, updated as necessary to
ieflect prevailing and expected conditions, and which shall inciude
proposed adjusiments tc the Tariff, determined in accordance with
the terms of this Agreemeant. Projections in the Business I’lan shall
be prepared in constant Philippine Pesos as of the first year of the
succeeding Five-Year Parformance Period. Pasi years’ historical
numbers shall be adjusted using the relevant actual Consumer Price
Indices and restated to Philippine Pesos as of the first vear of the
succeeding Five-Year Performance Period.

'CWD shali review actuz! historical performance of PRIMFEWATER
and determine the accuracy of declared revenues, the accuracy,
reasonableness, prudence and efficiency of declared CAFEX and
OPEX, including proper treatment of input and output VAT and other
taxes, in order to determine the amounis to be inpuited in the
financial model representing prior period costs and revenues.

‘CWD shali assess the revised assumptions for accuracy of projected
revenue, for accuracy, reasonableness, prudsnce and efficiency of
projected CAPEX and OPEX, including proper treatment of input and
output VAT and other taxss, in order to deiermine the projections to
Ye used for succeeding periods.




8.5.5.

8.5.6.

8.5.8.

8.5.9.

Performance shail be svaiuated to determine whether targe’s for the
past Five (5) Year Performance Period have beer achisved

Thereafter, the proposed Tariif adjustment shall be svaluated,
confirmed or otherwise determined using the Business Plan
submitted by PRIMEWATER to ICWD at Closing Date, such that
PRIMEWATER will be able io recover all investments ir the JV
Project using APRs set uniil the end of the Term of the Joint venture.

. Adjustments to the Tariff shall adhere to Section 3.6 (Investment

Recovery and Return Cuive), unless mutually agreed. Further to
Sactions 5.1 and 5.2, ICWD, with dus consultation with
PRIMEWATER, may alter the sarvice obligations in case *he tariff
adjustments as required under this Agreement to meet such service
obligations are desmed unaffordable.

ICWD shall likewise grant rewards and/or impose penaliies for
PRIMEWATER's performance pursuant to the Rewards and
Penalties Framework to Le devzloped by PRIMEWATER =nd the
ICWD within one (1) year irom Commencement Date.

Adjustments to Tariff proposed by PRIMEWATER in referznce to
Section 8.4.2 shall be prasented o the ICWD Board. The 1GWD
Board shall review the recommendation and shall promuigaie a
resolution  approving, denying or modifying the said
recommendations within thirty (30) days upon receipt thereo.

8.5.10. Upon approval of the ICWD Board, the same shall be subniitted to

the appropriate regulatory body for further review and approval.

8.5.11. In case an adjustmeni to Tarifi has been approved by the

appropriate regulatory body, the ICWD Board shali order publication
of Tariff, as adjusted. The said Tariff, as adjusted shall become
operative within  seven (7) days prospectively (baszd on
consumption) after posting in a public place in accordancs with
Section 63 of PD 198, as amended.

8.5.12. The Detailed Reviaw shali foliow the time framz set forth below:

| STEP ITEM MONTH

K Submission of Formal Petition End of 15t Monir:
for Review and *reposed
Business Plan FRIMEWATER
2 Detailec! Review by IC'WD and Z2nd 1o 3rd Monih
3 Finalization of Business Plan by
ICWD; Determination of
indicative Tariff; ICWD
Recommendaticn; ICWD Board
Review % Resolution o1
Adjusted Tariff

4 Posting and Pukiication of 4% Month
Petition, Pubiic Hearings on
indicativz Tariff

5 | Review by the Appropriaic 5% io 119 Monin: |
Regulatory Body

SR




6 Publication of Approved 12 month
Adjusiments, il any
7 Implementatiot: 18t Day of the

i-ollowing Year

8.5.17.17 necessary, the tariffs established under this Agreement shall be
subject to review by and appeal lo appropriate regulatory authorities.

8.6. Investment Recovery and Return Curve

The Pariies recognize that the iariff increases indicated in Section 8.2
hereof will allow PRIMEWATER to recover its investment and camn a
reasonable return thercon at a p:lace represented graphically through an
investment recovery and return curve (the “Original Investment Recovery
and Return Curve”) that is derived following assumpiions used for the: JV
Proposei.

The Parties hereby agree that any adjustment to tariff pursuant io a Detailed
Review shall hereinafter be set such that the Original Investment Racovery
and Return Curve is largely adhcred to (provided also that the original set
of service obligations arc adhered to and being met) and that the Eusiness
Plan will show that the Investment Recovery Raiec &t the enc of the
succeeding Five-Year Performance Period is at least achieved.

Section 9. Transitional Arrangemerts

9.1. Retirement of ICWD Employees

9.1.1. Frior to Closing Date, ICWD shall have finalized a plan acceptable
tn PRIMEWATER with regard to the right-sizing of ICWD through a
re-organization or a voluniary retirement program. At such date as
the Parties may agree, ICWD shall have undertaken the necessary
sizps for such right sizing program including, but not limited to,
executing agreements with the ICWD employees whe wishes to be
voluntarily retired {the "Reilired Emplovees”).

9.1.2. PRIMEWATER hecreby commits io support ICWD's right sizing
program through the payment of the Retired Employees’ retirement
gratuity or provision to ithe Retired Employees of a financial
assistance package, which retirement gratuity or financial
assistance package shouid be equivaient to two (2) months’ salary
for every year of servicc and fraction thereof of each iRetired
Employee.

9.1.3. At such date as the Partics may agree, PRIMEWATER shail each
pay the Retired :.mployecs their respective retirement gratuity or
their financial assistance packagz.

To facilitate the toregoiny and for purposes of PRIMEWATER'’s
feasibility study, prior to tha finglization of negoiiations, ICWI) shall
have delivered io PRIME'WATER a list of Reiired Employees and
the corresponding two (2) m r every year of service of




9.2.
Date

9.3.

each Retired Employec. This list shali be agreed ic by
PRIMEWATER and shall be the basis of provision by
PRIMEWATER of a ictirement gratuityffinancial assistance
package.

9.1.4. PRIMEWATER will absork ICWD permanent employees who chose
not to retire and agreed to be absorbed by PRIMEWATER (the “Non-
retiing Empleoyees). These Non-retiring FEmployees shall be
considered permanent employees of PRIMEWATER from
Commencement ate.

Frior to finalization o¢f negotiations, ICWD shall provide
PRIMEWATER with a list containing the names and salaries of the
Non-retiring Employees. This list shali be agreed (o by
PRIMEWATER and shall be the basis of determining the employees
that PRIMEWATER wili absorb.

9.1.5. The principle of coentinuity of service and nen-diminution of salaries
end benefits shali apply o ail absorbed ICWD employees. The
years of service in ICWD of the Non-Retiring =mployees shall be
censidered by PRIMEWATER in counting length of service of the
Mon-retiring Empioyees.

QOperations during the period from Notice fo Proceed ¢ Commencement

9.2.1. From Notice to Froceed untii Commencemeni Daie, ICWi} shall
cenduct its business and operaticons in the usual and ordinary course
and in a manner consistent with past best practice. It shall obiain an
arrangement in writing with a sufficient number of Hetired
Employees to enable it to maintain the workforce necessary for it to
conduct its business and operations during the said period. Certified
true copies of said arrangement shall be furnishcd to
PRIMEWATER.

9.2.2. ICWD shall not undertake any new loans, procure any major capital
expenditures, employ new personnel, or ctherwise maxs any
decision that would substanticlly affect ICWD operations and
finances without prior disclosure and concurrence  of
PRIMEWATER.

ICWD Cther Liabilities

9.3.1. Ali other liabilities cf ICWD prior ic Closing Date, other than the ICWD
Loans, whether or not specified in this Agreement shall be ior the
account of ICW1I.

9.3.2. In the event that PRIMEWATER discovers that ICWD has unpaid
loans or liabilities other than what has been declared by [CWD to
PRIMEWATER and agreed to be borne by PRIMEWATER, and if
PRIMEWATER is forced to pay eny such loans or iiabiiities of ICWD
to prevent disruption of operations, the amount bnaid by
PRIMEWATER shall be considered as a loan extended to ICWD by
PRIMEWATER and shall be offset against the JV Share immediately
payable and subsequently payabie, until the same is fully paid.

-y s




04.

9.6

9.6.

PRIMEWATER's paymeni of ICWD's loans and/or liabililies as
aforementioned and the oifsetting thereof against the JV Share shall
neither relieve [ICWD from ite liability resulting from the
inisrepresentatior: nor shall it resulit to a waiver of PRIMEWATER's
right to pre-terminate the Agreement or to resori to such other rights
available to PRIMEWATER in law or equity.

ICWD Revenues/Receivables

9.4.1. ICWD shall retain the right to all revenues accruing prior to

Commencement Date.

9.4.2. Upon Commencement Date, PRIMEWATER shali have the right to

collect, using ICWD original receipts, all Accounis Receivables of
ICWD and shall remit to ICWD such amounts collected. ICW1) shall,
in turn, pay PRIMEWATI:R a collection fee amounting to three
percent (3%) of amounts collected for accounts that have been
outstanding for iess than sixty (60) days and more.

ICWD Inventory

Prior to Closing Date, ICWD shail have furnished PRIMEWATER with a
schedule of its inventery on hand as of that date of Notice to Proceed. At
Closing Date, PRIMEWATER shall inform ICWD of thz inventory items that
PRIMEWATER intends o use in its operations. PRIMEWATER shall be
given a period to conduct its due diligence on these inventory ilems to
determine which can be used in its operation. ICWD shall deliver these
inventory items without cost to PRIMEWATER.

ICWD i acilities

Prior to consummation of negotiaticns, ICWD shall have furished
PRIMEWATER with an inventcry of all the ICWD Facilities, an asset
conditicn report, a pipc netwerk mep and assessmeni, and o PPE
maintenance report, ail certified correct for the relevant daie as of date of
Notice to Proceed. At Ciosing Dale, ICVWD shall certify that there has been
no material change in the aforementionad reports as of even date.

Section 10. Conditions Precadent

10.1.

In General

The obligations of the Parties under this Agreement are subject tc the
satisfaction at or prior io Closing Date cf the following conditions:

i No order, statuie, rule, regulation, executive order, injunction, stay,
cecree or restraining order shall have been enacted, z2ntered,
promulgated or enforced by any court of compeient jurisdiction or
governmental or regulatory authority or instrumentality having
jurisdiction over the matte: that restrains, prohibits or declares illegal
the consummation of the transacticns contemplated herain;

ii. Mo action, suit, injury or proceeding shall have been instituted or
threatened by any governmental or regulatory authority or




10.2.

10.3.

instrumentality having jurisdiction over the matler that seeks to
restrain, prohibit or declare illegal the consummation of the
transaction contemplated herein:

hii. All approvals recquired 0 be obtained from, and all notices,
declarations, reports or filings required ic be made with, any
governmentai or regulatory authority or instrumentality in connection
with the consummation of ihe transactions contemplated hercin, shall
have been made or obtainad;

V. As regards Sepiage Management Services, an ordinance shall have
been issued by the Local Government Unit mandating the Joint
Vanture through ICWD to provide Septage Management Seivices to
the JV Area, requiring the consumers to avail of said Septage
Management Secrvices, and providing for the charging of
Environmental f e2; and

V. Motice to Proceed has been issuad by ICWD to PRIMEWAT =R sixty
(60) days prior to Closing Date:;

Conditions fo Obligations of ICWD

The obligations of ICWD to effect the transactions coniempiated by this
Agreement shall be subject to the satisfaction at or pricr to the Closing Date
of the following additiona! conditions, unless such conditions are waived by
ICWD:

i. FRIMEWATER shall have performed in all material respects the
cbiigations required under this Agreement to be performed by it at or
prior to the Closing Date;

ii. The representations and warranties of PRIMEWATER centained
herein are true and correct in all material respects at and as of the
Closing Date as if made ai and es of such datc except io the extent
that a different time is specifically stated in any such represcntation
and warranty;

iii. A. certificate shail have becn delivered to ICWD by PRIMEWATER,
dated as of the Closing Date, from a duly authorized oificer of
PRIMEWATER io the effect that the representations and warranties
of PRIMEWATER contained in this Agreemeni are irue and correct
in all material respacts as of the Closing Date;

iv. Criginal Copy of the Secretary's Certificate certifying thai a resolution
is adopted by the Board ¢f Directors of PRIMEWATER authorizing
the execution, delivery and performance of this Agreement shzll have
been delivered to \CWD by PRIMEWATER on or before the signing
of this Agreemenit;

Conditions to Obligations of the 'RIMEWATER

The obligations of PRIMZWATEI! to effect the transactions contemplated
by this Agreement shall be subject io the satisfaction at or prior to the
Closing Date of the foliowing additioral conditicns, uniess such conditions
are waived by RIMEWATER:




it.

vi.

vil.

viil.

ICWD shall have performed in all material respecis the cobligations
raquired under this Agreement t¢ be performed by it at or pricr to the
Closing Date;

The representations and warranties of ICWLD contained hersin are
t ue and correct in ail material respects at and as of the Closing Date
as if made at and as of such date except to the extent that a different
time is specifically stated in any such representaticn and warranty;

A certificate shall have been delivered to PRIMEWATER by ICWD,
cated as of the Closing Date, from a duly authorized representative
of ICWD to the cffect that the representations and warrantics of
ICWD contained in this Agreement are true and coirect in all maierial
respects as of the Closing Date;

Certified true copies of resoiutions adopted by the Board of Directors
of ICWD authorizing the execution, delivery and performance of this
Agreement shall have been delivared to PRIMEWATER by ICWD as
«f Closing Date;

A favorable opirion on the legality and enforceability of this
Agreement shall nave been issuad by the Office of the Government
Corporate Counsel and deliverad to PTIMEWATER on or before the
signing of this Agreement;

Certification as {o the concurrence of the appropriate regulatory body
o1 bodies on the applicaticn of the tariff setting mechanism contained
herein to the JV Project shall have been issued;

The following documents shail have been delivered by ICWD to
PRIMEWATER as of Closing Da'e:

¢) Historical and Current Daia on the following Operational
Aspects - production of welis, water quality, billed volume,
customer list, service leveis;

k) Historical and Curreni Data on the following Financial
Parameters - audited financial statements, accounts
receivables with aging, accounts payables with aging,
guarantees and deposits on hand, including meter deposits if
any; and

¢ Historical and Current Daia on the following Tachnical
Parameters — property, plant, and equipment (PPE) invernitory
with condition repcii, PPE maintenance report, pipe network
map and assessment (3 yaars).

Proof of written notice to all ICWD creditors of the existence of this
Agreesment.




Section 11. (erm of this Agreement

This Agreement shall commence the day after the Closing Date and shal! be for
a term of twenty five (25) vears rom Commencement Date, renewable for another
twenty five (25} years under such terms and conditions as the Parties may agree.
The Parties shall agree on the terms or the exiension of this Agreement at izast
five years from the expiration of the initial 25 year-term.

Section 12. "re-termination of Agre«ment

12.1. Pre-termination by ICWI) for PRIMEWATER Event of Defauit

Each of the following, if not caused by a default of ICWD under this
Agreement or Force Majeure shall, if not cured within the period permiited,
be considered as a PRIMEWAER Event of Defauit which shall entitle
ICWD to issue a Notice of intention to Pre-terminaie:

I. ‘The commencement of any action for the dissolution or liquidation
ci PRIMEWATER excep! for the purposes of amalgamation or
ieconstruction on terms approved in advance by ICWD in writing;

ii. “"ne occurrence of a material breach by PRIMEWATER of its
obligations under this Agrcement, which has continued un-remedied
for a period of sixiy (60) days or extension thercof as maybe agreed
by both parties afier receipt of official written notice from ICWD. For
the avoidance of doubt, & maierial breach shal! be of a kind or to a
degree that, in the reasonable oginion of the ICWD would jecpardize
the provision of Water Sunply Services to the JV Areas; anc

iii. Any representation or warranty made by PRIMEWATER in this
Agreement proved to have been materially incorreci when made
such that PRIMEWATER's ability to perform its obligations under
this Agreement is materially and adversely affected.

12.2. Pre-termination by PRIMEWATE R for ICWD Event of Default

Each of the following, if not caused by a default of PRIMEWATER under
this Agreement or Force Majeure shall, if not cured within the period
permitted, be an ICWD Event of Default which shall entitle PRIMEWATER
to issue a Notice of Iniention to Pre-terminate:

I. oy failure by ICWD to taiie reasonable acticn within six (8) moenths
from date of submission of PRIMEWATER's proposed ~ive-Year
Business Plan and tariff adjustment; provided that, if upon
submission of ICWD's Approved Tariff Adjustment to the appropriate
regulatory body, ihe latter withhclds, fails to issue a faverable review
or approval, or othenwise revokes ICWi)'s Approved Tariff
Adjustment within six (6) months, the same shall be a ground for a
revision of PRIMEWATER’s Five-Year business plan.

ii. A material breach by ICWD of any of its obligations undar this
Agreement which has coentinued un-remedied for sixty (60) days
after notice therecf has been given to it by PRIMEWATE=R. {For the




12.3.

12.4.

avoidance of doubt, a material breach shall be of a kind or io a
degree that will preveni PRIMEWATER from carrying oul its
responsibilities under this Agreement; and

fii. ANy representation or warranty made by ICW! in this Agrsement
proved to have been maierially incorrect when made such that
ICWD’s ability io perform its obligations under this Agreement is
rnaterially and adversely aifectec!.

Force Majeure/Unforesean Chanrge in Circumstances

12.3.1. In cases of force majeurc/unforeseen change in circumstances as
cefined in Section 16 hereof, and which force majeure/unfereseen
change in circumstances are of such nature and degree thai the
ebility of one or both Parties to nerform their obligations under this
Agreement are materially affected, the Parties shall exert their best
efforts to enter into such agreements to cure such adverse sfiects of
said force majeurc/unforeseen change in circumsiances.

12.3.2. i the Parties have failed io reach a mutual solution within ninety
(90) days of the commencement of such discussions, either Party
may issue a Nolice of Intention to Pre-terminatz.

Pre-terinination Procedures

12.4.1 Any Notice of inicntion to Pre terminate shall specify the maierially
adverse action, Unfo:eseen Change of Circumsiances,
PRIMEWATER Ltvent of Defauit, or ICWD Fvent of Defauli as
epplicable. Following the issting of a Notice of Iniention o Pre-
terminate, the Parties shall enier into discussions, tc agrae on
nutually satisfactory terms on which to continue or pre-terminate
this Agreement. If the Pariies have failed to reach a mutual solution
within ninety (90) days, the Parties shall submii the issue to
erbitration as stated in Seciion 17 of this Agreernent.

12.4.2 In case of a pre-termination of the JVA, the Parties commit as follows:

¢ If the pre-termination is due to an cvent of defauli of
PRIMEWATER:

i. ICWD shall havc the right of first refusal whether to pay
just compensation to, and acquire the asscts of,
PRIMEWATER pursuznt to Section 12.5 herein.

ii. Inthe event ICWD chose not to pay the just compensation
and acqguire saic assets, PRIMEWATER shall continue to
operaie the Water Supply and Septage Management
System and provide Water Supply and Sepiage
Management Seivices to customers on a month-ic- month
basis, in accordance with the terms of this Agreement, until
such time a Succeeding Operator is ready to take-over the
said operations and assume all rights and obligaiions of
PRIMEWATER under this Agreement. ICWD commiis to




complcie the process of finding a Succeeding Opzraior at
the soonest possibic time.

in case of item (i) above, ICWD shali forfeit
PRIMEWATER’s Ferformance Bond lo answer for all
actuai, reasonable, and documented damages and
expenszs incurred Dy ICWD prior to turm-cver of
operations to a Succeeding Operator, such as the cosis of
finding said Succeeding Operator. I the Performance
Bond ig insufficient, PRIMEWATER shall pay ICWD the
deficier:cy within five (5) days upon receipt of vwriiten notice
of such deficiency. The damages and expenses raferred
to above shall be deducted from the liquidated demages
payable to [ICWD upon turn-over of operations io
succeeding operator.

Upon turn-over ioc a qualified Succeeding Operaior, the
latter shall pay ICWD's liquidated damages representing
twenty-five percent (25%) of the Just Compensaiion less
any damages and expenses paid by PRIMEWATER
pursuant to item (jii) hereof. The remaining amount of Just
Compensation after deducting ICWD's liquidated
damages shall be delivered to PRIMZWATER as payment
for PRIMEWAT! R Facilities.

b. If the pre-termination is due o an force majeure/unforeseen
change in circumstances or an event of default of ICWD:

i.

PRIMEWATER shail exert its best effoits io continue the
operaticns of the Water Supply and Septage Manesgement
System and oprovide water supply and sspiage
management services o customers on a month-to-month
basis, i accordance with the terms of the Agreement, until
such time that ICWD or a Succeeding Operator is ready to
take-over the said operations. The date upon which ICWD
or a Succeeding Operatoer shall iake-over the said
operations shull be communicated in wriiing to
PRIMEWATIEER one month prior to such date.

ICWD shall exet! its best efforts to take-over operetions of
the Watar Supply System and provide water supnly and
septage managcment services to cusiomers or o find a
qualifiect Succecding Operator at the soonest possible
time.

c. For the avoidance of doubt, in cases contemplaied in items a and
b above, the Parties shail continue to exercise their respective
duties and obligations and ke entitled to all their respeciive rights
under the Agreement until such time that ICWD or a cualified

. r‘.




Succeeding Operator shall have taken over the operatiuiis of the
Water Supply and Septuge Management Systems in the JV Area.

12.5. Transfer of Assets Upon >re-termination. Jusi Compensation — The Parties
hereby agree that PRIM{WATER shall transfer all rights, title, and interest
to the PRIMEWATER Facilities free from all liens and encumbrances, to
ICWD, except for those PRIMEWATER Facilities that the ICWD does not
want to utilize, provided that just compensation (the “Just Compensation”)
is paid to PRIMEWATER as follows:

12.5.1. Just Compensaiion

4

2.5.2.

At Pre-termination Date, I'RIME'VATER shall be entitled to a Just
Compensation as foliows:

(i In case of an ICWD tvent of Default, the Jusi Compensation
shall be egual to the depreciated replacemeni cost of
PRIMEWATER facilities to be transferred to ICWD, plus a
percentage thereof representing PRIMEWATER’s APR.

(i) In case of JUnforescen Change of Circumsiances, the Just
Compensaiion shall be cqual to the depreciated replacement
cost of PRIMEWAT! "R facilities to be transferred to iICWD.

(i) Incase of & PRIMEWATER tvent of Deiault and ICWLD chose
to pay just compensation to, and acquire the assects of,
PRIMEWATER, the Just Compensation shall be squs! to
seventy five percent (75%) of the depreciated repiacement
cost of PRIMEWATE R facilities to be transferred to ICWD. The
amount representing iwenty five percent (206%) of ihe
depreciated replacement cost of PRIMEWATER facilitizs to be
transferred to ICWI!J shali constitute liquidated damages in
favor of ICWD and shall no longer be recovered by
PRIMEWATER.

The depreciated replacement cost shall be based on property vaiues
and useful lives as of the date of tum-over of PRIMEWATER
operations to ICW) or a Succeeding Operator.

Payment of Jusi Compensation - Payment of Jusi Compensation
may be made by ICWD to PRIMEWATER either through: (1) a lump
siym payment delivered to ’'RIMEWATER not later than forty iive (45)
days after the Pre-termination or on the date of turn-over of
PRIMEWATER operations to ICWD or a Succeeding Operator,
whichever is later; or (2) through the delivery ioc PRIMEWATER within
ferty five (45) days or on the date of turn-over of PRIMEWATER
operations to ICWI) or a Succeecing Operator, whichever is later, of
a ’romissory Note guaranieeing the payment within the remaining
term of the Agreement with interest thereon at the legal rate of
interest for loans and credit agreements as determined by the
Bangko Sentral ng Pilipinas or any appropriaie government
governing body provailing ot that iime, in which case full payment of
Just Compensation shail be deemed to have been received after all
amounts due under the Promisscry Note have been collected in full




12.6.

12.7.

12.8.

by PRIMEWATLR.

12.5.3. For purposes of determining the depreciated replacement cost of
PRIMEWATER facilities to be transferred to iICWD or succeeding
operator, the Parties shall jointly appoint an independent auciior, ihe
costs of the latter shall be sharad equelly by the Parties. o1 the
avoidance of doubt, depreciated replacement cost shall refer to the
current market vaiue of PRIMEWATER Facilities after considering
the remaining number of vears of useful life of said PRIMEWATER
Facilities at the time of tuin-over of operations from PRIMEWATER
to ICWD or to a sticceeding operator.

Pending full payment of the Just Compensation, PRIMEWATER Facilities
existing as of the Pre-termination Date shall remain wiih PRIMEWA" =R and
PRIMEWATER shall have the right o charge reasonable amounts for the
use of the PRIMEWATER Faciliiies by ICWD and Other Custorrers, the
total amount of which shall be ecual o the annual straight-line depreciation
of the depreciated repiacement cost of PRIMEWATER Facilities transferred
to ICWD.

No pre-termination of this Agreement shall relieve ihe defaulting Party of its
liabilities and obligations hereunder and the non-defaulting Party may take
whatever action at law or in equity may appear necessary or desirable to
enforce performance and observance of any obfigations, conditions oi
undertakings under this Agreement, and the rights given hereunder shall be
in addition to all cther remedies available to the Paities either &t law, in
equity ur otherwise for the breach of this Agreement.

For the avoidance of doubt, PRIMEWATER’s obligation for the payment of
JV Share and Additional JV Share shal: cease to exist as of pre-termination
date or turn-over date, whichever is latar. As such, any ican amoiiizations
and balances as of pre-‘ermination date of ICWD loans shali remain solely
for the account of the ICWD.

Section 13.  Expiration of the Agreement

13.1.

13.2.

Transfer of Assets upon Expiration — At ©-xpiration Date, the Parties hareby
agree that PRIMEWATI:R shall transfer all rights, tiile, and interest o the
PRIMEWATER Facilitics to ICWD provided that PRIMEWATER has fully
recovered its reasonable costs and the APR thereon pursuant {o Section
8.1 hercof.

Any and all taxes, cosis and expenses for the transfer of the water facilities
shall be for the account of ICWE. in the event that PRIMEWATER is
required by appropriaie government io pay such taxes, cosis and expenses,
the payments shall be rcimbursed by ICWD to PRIMEWATER such that the
latter chall not ultimately be responsibie for such paymenis.

in the avent that at Expiraticn Date, PRIMEWATER has not fully rocovered
its reasonable costs and the APR thereon pursuant to Section © hereof,
PRIMEWATER shall be paid an Expifation Payment equal to any such
unrecavered amount if any expressed ih ¢urrent prices, as determined using




the Financial Model. i-or purposes of determining the unrecovered amount,
the Partics shall jointly appoint an independent audiior, the costs of which
shall be shared equally by the Parties.

13.3. Paymerit of Expiration Payment may be made by ICWD io PRIMEWATER
either through: (1) a lump sum payment delivered ic PRIMEWATIZR not
later than ninety (90) days after ihe Pre-termination/Expiration Datz; or (2)
through the delivery ic PRIMEWATER within thiity (30) daye «f a
Promissory Note guaranteeing :nhe payment of the Expiraticn Fayment
within one (1) year, with interest therson at the prevailing legal rate of
interest per annum, tc be taken from the Concession revenues of ICWD or
the succeeding Operator.

13.4. Pending full payment of the Expirgtion Payment, PRIMEWATER shail retain
ownership of PRIMEWATER Facilities and shall have the right to charge
reasonable amounts for the use of the PRIMEWATER F acilities by 1CWD
and Other Customers, ine total amount of which shall approximate the
straight-ine depreciation of ihe reolacement cost of the subject
PRIMEWATER Facilities for the same period.

Section 14. Confidentiality

Each of the parties, their amployces, third party contractors, auditors,
professionals, consultants and agents shall hold in confidence all documents and
other informaticn whether technical or commercial supplied te it by or on bzhailf of
the other party relating to the financing, cesign, construction, insurance, opcration,
maintenance and management of thc Joint Venture in the course of this
Agreement, and shali not publish or otherwise disclose or use the same for iis own
purposes otherwise than as may be required by the laws of Philippines or o
perform its obiigations under this Agreement. This Section shali not apply to
information:

i Already in the public domain othcrwise than by breacn oi this Agrecment;

ii. Already in the possession of the roceiving party befoie it was received from
the other party in the course of this Agreement and which was not obtained
under any obligation ¢f confidentiality; cr

fii. Obtained from a third paity who is free (o divulge the same and which was
not obtained under any cbligation of confidentiality.

Section 15. [.iability and Indumnificziion

15.1. Cross Indemnity

Each Party shall indemnify, defend and hold harmless the other paily from
and against, all liabilities, damages, losses, expenses and claims of any
nature whatsoever for any injury and for damage to or loss of any property
arising out of or in any way connecied with the indemnifying paity’'s
performance of this Agreament and any violation of its representations and
warranties, except ic ihe extent that such injury, damage or loss is
attributable to a negligent or intentional act or omiggjon of the party seeking
to be indemnified.




15.2.

Joint Responsibility

In the event that any loss or damege is caused only in pari by the negligent
or inteniional act or omission of ICWD and in part by ithe act or omission of
PRIMEWATER, each Party shall be liable to the other party only in
proportion to its relative cegree of fauit.

Section 16. Force Majeure, Unforesean Changes in Circumsiances

16.1.

16.2

16.3.

The righits and obligations of the parties set out in this Agreement represent
the parties’ positions relative to eech other on the basis of the
circumstances existing ai the date hereof and on the basis of the common
view the parties have of the way those circumstances shall develop until
the end of the Term of this Agreement. The Parties agree and ackncwledge
that neither seeks to benefit unduly from any unforescen developmernt of
circumstances that aciually occurs. Accordingly, ithe Parties hereby
declare it to be their intention that this Agreement shall operate between
them with fairness and without detriment to the intercst of either of them
and agree to jointly defend their respective interests as set out in this
Agreement.

If in the course of performance of this Agreement unfairness tc any party,
as well as to the consumers, is disclosed or anticipated or the financial
viability of this Agreement is adversely affected as a resull of any
unforeseen change in circumstances, such as changes in law or in the
interpretation or adminisiration thereof, or changes in financial, technical,
and/or economic assurnptions and/or conditions, which result 0 the
inability of either Party without fault or negligence on its part to fuifill certain
commitments provided under this Agreement, and which are unforeseen
and beyond the reasonable control of the Parties or which, though
foreseeable, could not have been prevented or avoided by reasonable
diligence, the parties shall use iheir best endeavors to agree upon such
action, execute supplemental or amendatory agreements or enier into
alternative arrangements as may be necessary or equitable to remove the
cause or causes of the same.

Further the Parties shall not be liable for losses or damages caused by
Force rmajeure. Force majeure shall be limited to acts of God or any event
or circumstance, or a combination of events or circumstances, which are
unforeseen and beyond the reasonabie control of the Parties or which,
though foreseeable, could not have been prevented or avoided by
reasonable diligence and which resuit in either Party being unable to
perform or being delayed in performing, in whole or in pari, its obligations
under this Agreement.

Section 17. Jispute Resolution

17.1.

Amicable Settlement

17.1.1. If any dispute arises in connection with the Agreement, either Harty
may give thirty (30) days prior notice to the other Party of the same,
whereupon the Parties shall meet promptly and in good faith attempt
o reach an amicable settiement.




17.1.2. If the Parties are unable tc seitle such dispute within thirty (30) days

from service of such written notice, the dispute may be submitiec for
arbitration.

17.2. Arbitration

17.2.1. All disputes arising in connection with this Agreement, which are

not settled in an amicable manner, shall be finally seitied in
accordance with Republic Act No. 9285 (Alternative Dispute
Resolution Act of 2004) by one (1) arbitrator the appointment of
whom shall be scught from the Integrated Bar of the Philippines
(:3P) or the Philippine Dispute Resolution Center inc. (PDRC]). The
Parties shall mutuvally agree on the arbitrator so designatec by the

I3P or the PDRCI.

17.2.2. T1e arbitration proceedings shail be exclusively held in any place in

Metro Manila where a Fhilippine Dispute Resolution Center is
located.

Section 18. ifiiscellaneous Provisions

18.1.

18.2.

Representations and Warranties

Each Party hereby represents and warrants that:

il.

it is duly existing pursuani to the laws and regulation of Philippines;

it has full corporate power and absolute authority to execute, deliver
and perform this Agreemant and that its representatives are fully
authorized by its Board of Directors to execute, deliver and perform
this Agreement;

It carries on its business in accordance with the applicable laws and
regulations of Philippines and, to that party’'s knowledge, there are
no proceedings pending or threatened for the dissolution of that
narty such as would rnaterially adversely affect that party’s
performance of its obligations under this Agreement,

it is fully entitled and capcble of entering inio ihe dispute resolution
procedures under Section 17 and the decisions, awards and
-emedies contemplated thereunder shall be valid and enforceable
against that party

Primacy of the Agreement

This Agreement shali govern all aspects of, and all contractual relationships
relating to, the joint veniure as between the Parties. PRIMEWAT-R shall
ensure ihat the provisicns of all agreements relating to the Joint Venture
are consistent with the erms hereof. In the eveni of conflict betweer this
Agreement and any agrzement on & matter affecting the parties, incitding
all questions of interpretation, this Agreement shall oravail.
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18.3.

18.4.

18.5.

18.6.

18.7.

Variations in Writing

All additions, changes modifications, revisions, amendments and
variations to this Agreement shal! be binding only if in writing and signed
by duly authorized representatives of each of the Pariies.

Entire Agreement

This Agreement, including the Annexes attached hereio, comprising of, but
not limitad to, the Certificate of Successfui Negofiations dawd 19
December 2017 between the Farties represents ihe entire agroement
between the Parties in relation to the subject matier thereof and
supersedes any or all pravious agreements or arrangemenis, whethar oral
or written, hetween the Parties in respect of the Jeint Venture and the
Concession Rights or the other contents of this Agreement.

Separability

If any pairt or parts of this Agreemant are agreed by the Parties or dzclared
by any competent tribunal to be invalid, other parts shall remain valid and
enforceable.

Noné of the provisions of this Agrzement shall be deemed waived by either
Party except when such waiver is given in writing. The failure by either
Party to insist upon strict performancs of any of the provisions of this
Agreement shall not be construed! as a waiver of any such provisions or the
relinquishment of any such rights for the future.

Notices

All notices required under the ierms and provisions hereof shall be in
writing @and shall be delivered by telecopy, overnight courier service,
certified or registered, first class mail. with postage prepzid, or by pzrsonal
delivery of written notice as foilows:

To PRIMEWATER: Branch Manager
PRIMEWATER - Iriga Cily
Iriga City, Camarines Sur

To ICWD: General Manager
Iriga City Water District
Iriga City, Camarinass Sur

Or to such other addrese as designated in writing.

All notices and other commurications given to any party hereto in
accordance with the provisions ¢ this Agreement shall be deemed io have
been given on the date of receip: if clelivered by hand or overnighi courier
service or sent by telecopy, or electronic mail or on the date of rzceipt if
sent through registered mail.

Assignment of Righis

Subject io the provisions of Sections 2.6, .8'of this Agreemeri, either
Party may assign its rights and o’aligatio\us nder this Agreement subject to







prior writien consent which consant shall not be unreascnably withheld,
provided that, the Assignee/s or ransferee/s hereof shail comply viith the
terms and conditions of this Agreoment.

18.8. Data Sharing Agreement

To better alliow PRIMEWATER tc perfoim its service abligations urder this
Agreement, the Parties nereby agree into data sharing in relation tc the
personal daia of ICWD’s existing consumers for the purpose of transferring
and migrating the billing and collections, and customer service functions to
PRIMEWATER. All personal data of ICWD's existing customers shall be
stored in PRIMEWATER's database end communications systern to be
accessed by PRIMEWATER's authorized employees only.

Upon the expiration of this Agreement, or any exiension thersof, Prirawater
shall turnover within a reasonable period of time to ICWD tha personal data
of all Consumers in the JV Area.

Primewaier's Branch Manager shall act as the Branch Data Protection
Officer, who shall act on any information request or complainis filed by a
Consumer in strict observance of the provisions of Republic Act No. 10173,
or the Data Privacy Act «f 2012, its Implementing Rules and Reguiations,
or any issuance of the MNational Frivacy Commission. Any Consumer may
request for a copy of his/her nersoral data in writing, addressed {o
PRIMEWATER'’s Branch Manager.

18.9. Applicabie Law

This Agieement shail be constiued and govemned by the laws of the
Republic of the Philippines.

The parties have signed this agreement on April 25, 2018 at Iriga City, Camarines Sur.
IRIGA CITY WATER DISTRICT PRIMEWATER INFRASTRUCTURE

Represented by: CORP.
Represented by:

FE 7. REBANCOS
President

ROMEO M. SABAT=R
Assistant Vice-Presicent
{

4
!

3
()

}
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Chairman - Board of Directors Legal Counsei |
Iriga City Water District PrimeWater Infrastructurz Corp.
ACKNOWL_EDGMENT

REPUBLIC OF THE PHILIPPINES)
Cﬁﬁ{ bl Ao S XX

25 jPe 0!
BEFORE ME, a Notary Public for anc in the above jurisdiction this _ day of
, bersonally appeared:

NANE WALID I.D. [ DATEMPLACE OF ISSUE
] Wiga Sty
FE T. REBANCOS mﬁ DI F A Mnilz
ROMEO M. SABATER _ - G Manila

all known to me and o known ¢ be the same persons who execuiad the forageing

instrument which they acknowledged beiore me, is their free and voluntary act and

deed, and of the Corporations iri whose behalf 'theyhave\agkraovviedged thz same.
{ 4

i

i

WITNESS MY  HAND  AND ¢ SEAL. 1 this
at_Sup- b
— &

25 0PRNB

Doc. NO‘V »
Page No. [

yaea
¥ ., -
N«‘JI!‘." .

NE

Book No. -A%xj ;lS"';),ac'.. ,::f?m’ S
Series of 2018. IBE NC‘J7‘Q46& )
Attorney's Roll No, 35324

San Niguel, tri-a Cily










REPUBLIC OF THE PHIL] PPINES\F

e

SECRETARY' D CERTIFICATE

I, JO MARIE 2. LAZARO-LiM, tilipine, o legal age, with office address at UG Woridwide
Corporate Center, Shaw Blvd., Mandaiviong City, after having been duly sworn to in accordance with
law, do hereby depos= and state:

&5 =%

. @ corporation duly erganized and existing

1. I am the duly elected and quslified Corporate Secvetary of PRIMEWATER
INFRASTRUCTURE CORP. “Corporation”),
under anc by virtue of Philippine laws with rmain address 2& 31 Floor Home ius Center,
Alabang-Zapcte Road, Pampiona 3, Las Piftas City:

2.

At the special meeting of th2 Board ¢f Directors of the Corporation on 08 viarch 2018,
during which a quoruim was present and acting throughout, the ‘ollowing resolutions
were passed and approved:

"RESOLVED, that the Corporation be, as it hereby authorize, name,
constitute and appoint its VPresideai, FE T, REEANCOS and/or its
Assistant Vice-Presideni/Business Development Head, ROMED M
SABATER and/or iis Legal Counsel, CEZAR S, ONG, as they are herzby
nared, constituted and appointed, true and lawfl Authorized
Representatives of the Corporation, with full power of substitution, and
pawer o sign and exccute the joint Venture Agreement for the Financing,
Development, Rehabilitation, Expansion, improvement, Operation and
Maintenance of the Water Suuply and Septage System of the Iriga ity
Wa.er District, under such terms and conditions as thev may deem proper

an beneficial to the Corporaticn.

GIVING AND GRANTING untc said futheorized Representatives the full
pover and authcri’n:i,f:}do all and every act and thing whatsoever reguisite
and necessary to be done relative o the foregoing resolutions, as fully and

1

to all intents and purposes a: the principal might or could do, herzby

ratifying and confirming tha: the Authorized Repress

< v

delegates or substituiss shall lawfully de or cause 0 b2

fatives, “heir
dons”

RECOLYED FINALLY. that the Board of Directors hereb } er«:iﬁes thar
these Resolutions heve the prior consent and approval ’m cr has szen

dulv ratified by the required vetes of its Board of Directors.

3. The above quoted resolutioi: is not contrary te the By-Laws of the Corporation and has

not been amended, repealed or otherwise sunerseded to datz.

iR

IN WITNESS WHEREOF, 1 have hereunto affixed ray signature on this ___day of

SUBSCRIBED AND SWORNM to be’ore me ¢ this _

by the Affiant vwaem { have

identified through competent evidence of identity aad w ho exhibited herib- o T

Doc. Ne. 9*Y ;
Page No. g

Book Neo.wiV_;
Series of 2018.
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iwtiated Pund (NLIF) grant intesded Tor ¢ spapsicn aud - colleshons Foip
government ¢ Gencics,

Cash in Baagk - I

Philippines (123P), n the amoun’
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deposited in e tine deposit 2
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Recgivables
Aecounts Beoeivable - Not
Accounts  dacavable - ivew Service
Connestion fa2es
Accounts Receivable - Lost Watzr Moter
De from C#icers and Emplove s
Dine from NOAs/BIWADA
Receivables Diisallowance
Other Recer mbles

Total &

Accounts Reczivable represents the wapedd vaicr Lills by castomer < venoes rove
offices, eto., and materials log: i concesstraires aad other
installment boivis as of the end of ke vear,

Allowance fo: Impairmenr — coounic Re eivebics it compwied @ yeas€ac. brasd on
Aging of Accounts Receivabic

Aecounis Receivabic, Nei s 1
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ctibles from pdeaie wadivedaals’ oiifios 0 Dous Cere

This account i=presents the cos: o varions
Moving Averaze Method, The by cakdown

Aevount Tifk

Cifice Supp:L3s huvenfory T
Accounteble “orms, Plares and - tokers
Invemory
Cither Suppl.es and Materals s :
Other Supplcs and Materials "o chdory
Construction Matzrials Inverio
Chemicals aod Filtering Maters s iovento.y

Total ¥
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PREPAYMERTE
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OTHER CURRENT ASSETS
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This account mehudes guaranily Coposiis moge

witbier Carrent as o8 CW 2016
Telephone Lizposiis -Iriga Teiec hone Con o
Chlorige Tank
CASUREC ! I - Meter Depos ©
Acetylene Tunk &
Totat 5
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8. IMNYVESTMEITS

Nature of Accouit
Sinling Fus |

is account periaing to the wini Accour of WT
specific long-term purposes. v hudin el
Operation and Maintenance Faoze ve for
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(sez pex: abie below for 7 details) ¥
Constrachion in Progress - Agency Astats
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7

T, PSP e | DI e i g nyy T
The details af the FPE o theiv sook values are:

Farticylare

Land
Other Land loprovemeri:
Water Supply Svetems
Buildings
Qiber Struciu.es
Office Equipusent
Furniture anc Vixioes
Information 22d Commannics:
Equipment
Other Maghinenies and Bouipraant
Coramunica on Sguipment
Disaster Resnonse and Fescue E juipment
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Other Property, Plant and ¢
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Set forth below ars the PPEs &

depreciation o wit,

r aceuisition cost and he

2 ACE Haler

For TV 20156

erean . o 4pn . secuniainied - .
Accor i Title Azgaisition Cost . tlet Book Talas

Land

Cther Land © niprovements
Water Supplv Systems
Buildings

Other Struct « ax

Office Bguipm
Fomiture ant ¥
Information snd
Communica on
Technology fquicment
Other Mach neries and
Fquipmest
Commuizica 1on
Fouipmeni

Disaster Responss and

Xes

Other Trans sk
Houipment
Other Prope 1y, Flant ane
Hguipment

T o1al

Acrmlsiaed
Drepreciation

Land S

Other Land Euproveimeris

Water Suppiy Syst

Buildings

Other Struc vres

Office Equipment

Furninge anc Fortures
I I .
I I

Aceo vt Tite

Informatior «ad
Communicsiion
Techaology Tquipment
Gther Mact '

Equipment
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P,

Accomat Tide

Communication
Eguiproent
Disaster Regponge and
Rescue Equiprent
Muotor Vehcizy
Other Transp otation
Ecuipment
Other Property, Plant and
Sagumipment

Teial

18, OTHER ASTLOTH
The breakdovr of the account = yresented ol

{Other Assel
ets pipe ¢ threaded
nes. Pip
4 pes. Pipe
Other unsericeaiie properi=s
Additionai T userviceabie Propertie

Total

L]
=

i

¥

N2
w

o]
A
i

k]

£

¥

1753

13. PAYABLE & TCOUNTS

These are unueid obiigations as o Decemb -« 31, 2318:

Avcowal T ik
Accounts Pz yable
Cue to Officsts and Emplovees
Toizi

The Accounts Payable ascouni s hroken doowm. 5 Toliows:

seeounts Payasiae
Lucky Best “nterprises
Renito Ngo darkehng
Shell Tlonse inga
Joe Hardwar
Atty. Ferdinnd & Difio
Engr. Antonio Celleja
Bayan Telecommumications




SHceonnts Pay:
New Ong To Zxpressmar
AMC Calley Consyruction
Keylargo Incustiial Salcs
Al Systems. nc.
PLDT
ATAM Coce Lumber Deale:
KICL Home Snterprises
Agquasvar Wrter Technology
{oncosd Menads
BAC 2013 hocoruvinm
Escon Enter~1se:
Hilix Philippines
Glendwood *=chuolagies
]\:"Mgﬁﬁl‘lg Ne - -f.(i'f“':'
Noldex Proga
Pampanga’s
Philippine L1 plicators
BIR-other ta12s withheld
Dhr. Vigtor Thiylang
iJe Las Liagn. Anio Repair
Ketainer’s F
Wages-Casui
Wages-Contoict of Services
Overtime Pav-Decomber 2015
Efficiency Ircentive Bonus

Total oo

M- e rrird EvsrinToinss oo e epsriet irmirading Faa Enesr bl o B Ty Ee et
Die to Q/{}iCé:g Gy '.‘)Ipfv_r pess acount moduges e followmg nas 4blos w e D i '

Drue o Oificers and Bomployecs
Service Inceudives ot
Monctization of Aconed Lesve Cradits
Lovalty Incentives
Overtime P2y - Decernbe
ontractual Cayrall
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Aceoumt Title
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SnSRng moni |
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13. OTHER CULRENT LIABLLY

This aceount “oagists of the folie g
JSecoat Title
Guaranty/Se ity Deposits T ayadle
Bail Bonds Fayable
{rther Payabics
i'otal
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14, LDANS PAYABLE - DOMES TIC

[ Y i o W i PP I 2 P -
of the Water Dusivier with the

This accoun Jecinins to the wir cipal amcunt of the loas
Davelopmes: Baok of the Philip ines (DB}

Account Title L 2846 L ¥ 201

Loans Paya) e - Domestic = _ 7 ——

15 OTHER DEVERRED CREL

This account refers to the Wow-L3

Avoant Title
Oiher Diete od Oredifs

16, GOVERNMENT £QUITY

This accound serfains io the sbsidy giver ¥oter Distict by the ngn Cio
time the water district assumed ontrol ov or the wperations of the, utifit, ar we
varieus donaiinns from LWU 2, rolen do- v as o Beows:

[aature of Account _¥ 201§ L
City Govenanent Subsidy P -
LWUA-Donnted Pipes and Fittiigs
LWUA-Flo.w Meters and Centr: fugal

Pump R . _— 1
Total o 4B ]

7

!(

I '
Fyi

o

17, INCOME
This acconnt somsists of the fallowing:

Account Tiie
Waterworks Sysiem Fees
Cither Business ncome
Fines and Penalties - Busmess income
Totai |

Income from VWatcrworks Sysize~ inclades all waer billogs to rovidentiay, comsreial
customers andl balk sales thar 2 e billed ased on water given ‘o s (umm' CATINE, oS
measured through water meters @5 d exasting waier aies of the Waita Ihs




ﬁ\nr‘ex ‘if‘__z

Other Businessy Income refers 1o the costs of other services sutended by the Waider Tisiric
to 1is custome v, such as wales sor vive comm soton §

o
LA

e - T 5men oy Fisd o re e ceir NEY anrIncrte & - Rt P - - . -
Fines and Penoliics — Business ¢ acome cungisis of penaifies charsed on warer i nol
vaid on due daes,

18. SALARIES A ND WAGES

Aeconnt Titlg

Salaries and "Wages - Regular

Salaries and Wages - Casual/T
Salaries and Wages - Casual/C ot fractugl

Twla:

sdractial

9. OTHER COMPENSATION

Agcconnt Title
Personned Enononac Relief Allowancs
(PERA) i
Additional Compensation {ATICOM)
Representation Allowance
Transportatia Allowanee
Clothing/Untorm Allowance
Subsistence 2 llowance
Honoraria
Overtime an i Night Pay
Cash Gifi
Year - Bnd Lionus

Totfal ¥

24. PERSONNE BENESFITS CONTRIBUTION

Account Titls
Retirement i fe Insurance Premiums
Pag-IBIG T wribnitions
PhilHealth C'emtributions
Empleyees Compensation Insugsacs
Premiums

Total




21, OTHER PERSONNEL BENT#

Avconat Titls
Temminal Lt sve Benefiic
Other Perscanel Beneftis
Total

44 SUPPLIES AND MATERIALS

Aceount it
Office Supples Expenses
Accountable. forms Expenses
Dirugs and Mdical Expenses
Medical, Dental and Labomatory
Expen%*s

Gasoline, G | ang Lybricants Fx
Nhermua{ ai o Filtering Supp!
Crher Suppl-es and Materiais S
Total

5

23. UTILITY EX2ENSES

Account Title
Water Expeures
Eleciricity Fupenses
Other Utility =xpenses
Totsl

24, COMMUNECATION EXPENSE

Acceount Title
Postage and Courier Services
Telephone Fxpenses
Internet Subseription Expenses
Cable, Sael e, Telegraph and ¥
Expenses

Total

Supplies

(I8nsES
s Expenses

Annex “Bi-¢”
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5. PROFESSIONAL SERVIC &8

Aecount Titis
Legal Servicss ?
Auditing Sen vicss
Security Serdces
Council/Bord Members Ailow nees and
{Uther Benefizg

Taorai P

26. REPAIRS 4D MAINTEN A% CF EXPNSLS

Account Tith
Repatrs ane Vatnienance - Oh :
Infrastruciu: Assets
Repairs anc Maintenanue — Bur. ding and
Other Struc vres
Repairs and Mairtenance - Fuer fure and
Fixtures
Repairs and vawenance — lvia: hinery ay
Fequipment
Repairs and Maiigenance — “ex | Fipand: ble
Furniture, Fiviore and Books
Repairs and lMaintenance — 7ar sportatio
Hquipment .
Repairs and Mairtenance - Ciiv - Property,
Plant and Ecuipment

Total *

7. TAXES, INSITRANCE PRYEMY UMS AN OTHER FEES

Secourt Tite
Taxes, Duti: and Licenses
Fidelity Boru! Premmiums
nsurance E «pences
Totg!

Y 2016

28. DEPRECIA (10

Account Tifl:
Depreciatior: - Lund nprovemeais
Diepreciation - Intrastructure
Depreciation - Buwiding and ¢




Accommt Ttk
Pepreciaiior - Machinery Equip nent
Depreciatios. - Furniture, F sand Boo &
Depreciaiioy: - Transportation ¢ aipment
Depreciatior - Other Properts. ¥ ant and
Equipment

29, FINANCIAL CXPENSES
This account - ouping is sompus: 4 of the foliowiny:

Avcount Title
Bank Charge
Inferest Bxpenses
Total

30, INTEREST IMCOME
Thss account refers to the inteiesi warned fre o bank degosits.

Account Tity: Y 2816 Ly 208

31 MISCELLAI 1OTS INCOME

This account includes penalite: :we from iflega? wafer service ¢ormections, and Cther
related incomn:
CY 2016 CY 4015

biature of Aceonsnt !

Miscellaneous Income N 00 -
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TOTAL MONTHLY PAYMENT  [OUTSTANDING BALANCE | TOTAL MONTHLY PAYMENT

May 2

May 2




Jul 2022

Aug 2022

Sep 2022

Oct 2022

Nov 2022

Dec 2022

Jan 2023

Feb 2023

Mar 2023

Apr 2023

May 2023

Jun 2023

Jul 2023

Aug 2023

Sep 2023

Oct 2023

Nov 2023

Dec 2023

Jan 2024

Feb 2024

Mar 2024

Apr 2024

May 2024

Jun 2024

Jul 2024

Aug 2024

Sep 2024

Oct 2024

Nov 2024

Dec 2024

Jan 2025

Feb 2025

Mar 2025

Apr 2025

May 2025

Jun 2025

Jul 2025

Aug 2025

Sep 2025

Oct 2025

Nov 2025

Dec 2025

TOTAL

Géréral Manager

iz 1D, DEz, CP4
Senior Financial Analyst
PrimeWater Infrastruciure Corp.






