Table 4.2.3 MWSS Facilities and Major Equipment

Facilities

Major Equipment

Dept. or Division Responsible

Raw Water Intake Facilitics

Dams, Intake Towers,

Water Sources Division

Screens, Gates, Valves, ete.

Raw Water Conveyance Aqueduct, Headworks,
Facilities Screens, Gates, Valves, etc.

Water Sources Division

Flush Mixers, Flocculators, Balara Freatment Plant
Filters, Chemical (Alum, - | Division

Polynier) Dose Facilitics,
Chlorination Facilitics
(Chtorinators, Weighing
Scale, Chlorine Cylinders),
etc.

Water Treatment Facilitics

La Mesa Treatment Plémt
Division

Pumping Stations, Deep Pumping Plants Division
Wells, Reservoirs, Flow -
Measuring Facilitics, o
Distribution Piping Network | Service Centers of Sectors
(Trunk Mains, Secondary -
Mains, Tertiary Pipc), Valves,
Fire Hydrants, ete. .

Transmission Facilitics

b) Sewerage Sysleiﬁ

LThe Scwcragu System Dept. (SSD) i is responmble for thc opetatmn and mamtenancc of the sewer
;syslcm sewer connection and extension, and sepllc tank maml(‘nanw SSD consists of three
.dwnsmns namdy, Opcralmns and ’V[almcr\an('b Dw:smn (OMD) Sewer Conncction Bxlt.nsmn

_:_and Ficld lnvc.stlgallon Dlwsmn (SCEHD), and Seplsc Tank Mamlenancc Dw:smn -
2.3.5 i,ogi-s,lics: S
(l) l’rocur_cmenl |

a) Légal Bases

: Prbchrcrncn'l aclivitics of MWSS are strictly controlled by the COA Gentral Accdu'nli'ng and
© Audiling PIO‘CQL[UILS and n‘gulaled by various Iaws On puhhc btddmb and governmenl contracts.

 The pahclcs and proculu tes of the procurcmmt established in MWSS are based on the Presidential
o Decrecs, i.t:'tlcr qf Instructions, Exccutive Ordus, COA Rules and Ret,ulatmns, MWSS Board

Resolutions, Office Orders, and Memorandum Circulars and simifar issuance from other offices
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and agencics that directly and indircetly affect the procurement system of MWSS. Major laws and

regulations directly related to the procurement activitics of MWSS are as follows:

+ Philippine Flag Law (Commonwealth Act No.138): Stipulates that native products and
domestic entities are given the preference in the purchase of articles for the government
e Exccutive Order 301: Guidelines on ncgotiated purchase as an exception to public bidding

and governnent conlracts.

b} Mode of Procurement

As a general rule, any procurement must be made through public'bi'dding. However, in some ¢ases,
supplics may be procured without the virtue of public bidding. Currenily, other three modes of

procurement ar¢ allowed by Exccutive Order and Office Circulars. The following desctibes the

© four types of procurenient modes currently followed by MWSS:

. Pubhc Biddmg As prowdn,d by law, the procuumem of supphes shalt be made lhrough -
compemm, pubtic bidding. ' : ‘

» * Modified Pubhc Bidding: Thg modnﬁed pubhc hlddmg is uscd instcad of pubhc b:ddmg E

as prowdcd for by E.O. ’&01 Section 1 to fa(‘llllalc quUiSlllon of suppltes This modc of
pl‘OCUI’eanl is allowed when Ihe i pplu,s are urgently needed 1o mccl an emergency which

may mvolw, the Ioss of or dangu to life and/or propcrty or whcn the supplics are lo be used

_ m connccnon wnh a pchct or act mly whnch cannot he dc,h) ed wuihﬂul bemg dglnmental

| : to the pubh(, servnu The modlﬁed pubhc blddmg rcqmrcs approval by the Admlmslralor ‘

S ’ Negnliatcd Purchase T hc nct,ohaied purchasc or direct order is n,snmd to for any of!hci '

i fo]l{)wmg ruasons

‘1. Non- mmpemm, nalure such as when the item is sold by a sole or exclusw-., dmlcr

2. Publlc bidding would be impradticdl, e.g;, procuremedt abroad '

3. Procurement is ' through government agencies including goycr‘nﬁlchl owned or
controlled corporations - _ -

4. Neg,oualmn of the letter order or conlracl aulhonzui by law or cowml by csceculm,
agreement . . -

5. Govecnment-to- goummem basis where objects of pmcun.m»nl are for experl or‘

technical scrvices
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This mode of procurément is also used after public bidding is unsuccessful two
consccutive times or when requisition through ncgotia(ed purchase is most advantageous
to MWSS. At the discretion of the Administrator, it is used when it is most advantageous
to MWSS, subject to the approval of the Boaid of Trustees, and if the amount involved is
under P500,000. This procurement method requires that at least quolations from three
suppliérs be secured. '

o Emergency Purchase: 1t is resotted to under the following conditions and upon

justification by the DA concerncd and the approval by the Administrator:

1. Excéptioha'lly.urgent or absolutely indispensable to meet an emergency caused by force
majeure such as typhoons, floods, carthquakes or other natural calomitics

2. Supplics to be procured are not availabls or the stock in the Warchouse Services
Division is insuificient. | 4 |

3. The price fot_md is the lowcst oblamahle in Ihe market.

4. After a canvass of at least three suppliers.

- ¢) Procurement Procedure

General policics and slandard procedures of procuremem for supplics are explained in detail inthe

MWSS Procurcmcm Syatcm and Proccdurcs Manual ucenlI) updated by the Procurcmcnt‘

Dupar!mcm “The procurtmml of supplics is Ccnlralnzod in MWSS and Ihc Procurcment
DLpartmcnl is I'LSpDIlSIblG for all purchases of supphc.s m'utenals tools and eqmpmen! for MWSS
d) Parchase by Cash Advances
Cash advances arc provided for payments in small amounts from the petty cash fund maintained on

the imprest system. Therc are two types of cash advances, namely regular and special.

Rq,ular advances are those granted lo CaShICl‘S dlsbursmg ol'f’ cets, pa)maslen andfor
: propul) /su pply of ficers individually, while specml oncs are Ihose granied on the explicit authonly
of lhc Admm:stralor only to duly dcsngnatcd dasbursmg ofﬁccrs or cmpIo;e»,s for ‘other legally

_ authnn?ed purposcs
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‘In MWSS, supply matcrials and parts are often purchased in small quantities through cither type of

advance established at each operating unit to bypass complex and lengthy procurement procodurds.

¢) Delayed Detivery of Supplies

According to the Corporate Performance Report for the quarter ended 30 June, 1994, the
Procurement Depariment received 174 requisition ordecs during the second quarter covering Apiil
to June, 1994, and only 42 of them were delivered. The folloxvirig discusses the various modes of
procurement and the average duration from RO preparation by the end user to the aclual delivery

by the supplier.

*  Government Enuty The average duratmn for the procurcmem of |lems from government
eqtities for the second quaiter of 1994 was 68 days. Two activities, from refease of LO to
: delivery of the items and from RO preparation 1o receipt by the Procurement Dcparlmem
requnred the longest time; this was an average of 31 and 18 days, uspeclwely, outofa lmai .
of 68 da)s or 72% of the whole procurement procedure. The items contained in 5 RO .
“inclided diescl fuel and gasoline wh:ch‘ were _pmcurcd from Petron’ Corporation, a
governnent owned corporation. | - '

o 'Modificd Public Bidding: The average durallon to procurc items from 2 RO’s lhrough .
modlf' ed public bidding for the second quarter of 1994 was 221 days o niore than 7
momhs Thc longcsl hme mcurred was (he process from RO prcparalron to receipt by the -
Procurement Dcparimenl whlch took an averagc of 70 days or about 31% of the whole -
:procuremenl process Thc second longes! ttmc mcurred was ﬂ'lb proc»ss from receipt by

' Ihc P(OCU remcnl Dcparlment to blddmg which took an averagc of 52 days or aboul 23% of |

Ihe emire Process. o

"o Public Bidding: The total average duration for the procurement of items requésted in32

. 'RO’s through public bidding for the sccond quarter of 1994 was 452 days or about 5

months. The longest was from release of LO to dclwery oflhc item which took an average

Cof 145 days or about 32% of the WhOlt.- pmc(,ss The second !ongcst was from ‘bidding

' evaluation to aWardmg which took an averag:, of 132 da)s or about 29% of the whole
Process, . '

» . Exclusive Distributor: - Procurc_meni from exclusive distributors or ncg'oliatcd purchase
for items requested in 3 RO’s for the second quarter of 1994 took an average of 119 days.

The longeél time was from RO preparation to reccipt by Procurement Department, an
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' average of 50 days or aboul 42% of the whote process. The sceond longest was from the
receipt by the Procurement Department to the preparation of LO, 39 days or about 32% of

the whole process.

D Lawsuits against MWSS

Public bidding sometimes resulls in lawsuits against MWSS due {o political intervention,
dissatisfaction on the bidding resulis by losing bidders and other reasons. When in the construction
area they cause setious detay of construction projects. Al present, for example, MWSS has several '

~ lawsuits from the following partics:

¢  Pipc manufacturer and supplier
s Security service company

* lanitorial secvice cbmpany

¢ Desludging contractor

& Air-conditioner and airduct contractor, elc.

(2) Asset Management

‘a) Warehoﬁsé}Slockyard!Slockmmﬁ Locations

Supply malerials and patls are mainly kcpi in !hé main waféhoubc in Balara and auxiliaty
warchouscs located in olhcr plaws Asmall number and quantliy of supply matmals and parts are’
aIso kcpt in salelhh. waruhcuscs at various loc‘altons in opcralmns and cusmmu scwux areas.
Main snd Auxiliary Warehouses/Stockyards: The main warchouse is localed in the Balara

Complex, and five auxiliary warchouses and stockyards are located in the following places:

» Central Warchouse (Balard) Construction maicnals Offl(‘t, supplles fucl, auto span,
| p.ms uniformis, water meters, chemicals, ete.
* -A'rroccms Warcho‘us‘c (Ermila): Supply matciials and paits for ‘day-.l'o-day repair and
mamtcnancc W()lkb |
. - San Juan Stockyard (San Juan) SUpply pipcs, materials and parts for r(:palr and
maintenance for walcrworks and sewerage system, excess materials and pipes of

construclion projects



o Socca Bonna Warchouse and Stockyard (Socea Bonna): Supply pipes, materials and parls
for repair and maintenance for walcnvmké and the sewerage system, excess materials and
“pipes of construction projects
e Balara Warchouse/Treatment Plant (Balara): Chemicals
e La Mesa Warchouse / Treatnient Plant (La Mesa): Chemicals

Service Centers in Customer Service: Each sector of the Customer Service Arca (CSA)also has
its own satellite wareﬁou‘se for day-to-day repair and connection services conducted by a Service
Center. Bach satellite warehouse of the Scivice Center maintains approximately 50 stock items
such as water pipes (between 25 mni and 50 mmy), water melers {approximately 1,000 picces) and
various parts in quantities of two weeks 10 one month consu mplion. Replenishments of inventory
at satellite warchouses are made thmugh'lhc main warchouses from time lo time whea items are

complelet)' out of stock; this takes only one or two days, if the Ccn!ral Wérchousc' carries the

" inventory, Accoiding to the interview by the Study Team, pefpclual inventory records are kept

only for water meters, Whllf: for other stock items they are not kept at the Servnce Cenler of the

North Sector. Physical inventory is taken once a year al the satellite warchouscs.

Under Memorandum Cncular No. 012, issued in Dccember 1994, shpulatmg a ccnirahzatmn of

: warchouses the satcllite warehouses of the five sectors have been Iransfured to thu Warehouse '

* Scrvice Division based on the Memorandum of Agreement between the sgctors and WSD.,

: Centl al ‘Vlamtenance Depal !mem ll owns lhr, followmg warehouses and stockrooms lhat Le(:p
'supply materials and parts for da} -to- day mpair and mamtcnanoc works chlemshmems of
: mvcnlory for stock and hon-stock ilems are r;queslcd when llems are out- of slock Pupetual

' invenlory records arc not kept in the warchouses or stockrooms. Physwal mw,nlory isoncea )-t,ar.
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Table 4.2.4 List of Satellite Yarehouscs/Stockrooms

Satellite Warchouse/ Localion Office Controlling
Stockroom %
Machine Shop Balara Complex | Genera! Contral & Repair Division
Motor Pool Building Balara Complex | Transporlation & Heavy Equipment Div.
Water Meter Building Balara | Water Meter & Maintenance Division
IRCD Shop : MWSS Building | Instrumentation & Remote Control
Division
IRCD Shop | Balara Filtration | Instrumentation & Remote Control
: Plant | Division
TPMLS Shop Balara Filtration | General Control & Repair Division
Plant

Waler Distribution and Maintenance Department: The following Divisions of the Walter
Distribution and Maintenance Dupanmem own their own stockrooms where lhey store small

amounis of suppiy materials and parts requ ired for minor repair in an cmcrgency

e Pumping Plants Division
s Hydraulic Surveys & Analysis Division
o Water Mains Mainlenance Section ' . B

o Valves and Hydrants Scction.

_ Chemicals Used in Fillralion l’lants Chemlcals such as polymcr alummum and Chlonnc uscd '

inthe Trealmeut Plants in thra and La Mcsa are procuru] by the Chemmal Trealmull Secuons
of lreatmcm plams and are slorod al the auxlI!ary warnhouscs er lrmks managud by] lhesc sccllons

' Accordmg to results of the Study Team s intervicw at La Mesa Trcaimenl Plant, two months
consumption of chemicals are kept at the stockroom and re-pl_cmshmcnt of those ilems is made (wice
a monih directly by suppliers. WS is rcsf:onsiblt; for delivery control and receipts of chemicals at’

plants,

'_ b} Iny emory Le\ els by Localion and Category

.The followmg table shnws mvmtmy levcls by locahon and cait,g()ry as of December 1994:
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Table 4.2.5 Inventory Items and Value by Location/Categoty (Unit: ‘Thousand Pesos)

Central Warchouse Arroceros ~ San Juan

Category ltems | Peso Value | Items | Peso Value | Items | Peso Value
Const. Material 459 16,280 | 114 25,000 | 763 25,563
Office Supply 323 4,895 - -
Fuel 2 N.A. - . - -
Spare Parls 799 3,547 - : - -
Uniforms 3 © 403 . -
WaterMeters |+ 7 | 17,678 . - . - -
Chemicals Balara ssl o 6,212¢ - . -
La Mesa - - 6,701+ - - - -
Consumable Mat. 154 3,015 - R - : -

Total 1747 | = 58331 114 | 25000 | 763 25,563

Source: Muonthty Stock Level Reports as of 31 December, 1994
Note:  *1. Number of classification
+2. Monthly Stock Status Report as of October 1994
'+3. Monthly Stock Status Report as of Jurie 1994
© Construction materials for forcign assisted projects arc kept ini the fallowing warehouses and

‘'stockyards:

Table 4.2.6 Matevials Used for Foreign Assisted Projects (Unit: Thousand Pesos) '

FAPS!alus_ Location No. of Jlems : Peso Valde __Remarks _
Ongoing * -~ | Arroceres 302 ~ 060 | As of Nov. 30, 1994
Ovgoing - | Caloocan | - 48 | 258 | Asof Nov. 30, 1994
Ongoing | D. Tuazon, 6 836 | As of Sept. 30,1994
Ongoing * | Balara Ceateal | 1396 | 31,145 [AscfOet. 31,1994
Rehabl | [SoccaBorwa: | 376 | 4121 | A of Oct. 31,1994
Excess Mal. : S I A : S b
MWSP-1I | Socea Bonna 1,024 10,453 | As of Oct. 31, 1994
| Excess Mal. o | -

Total 2162 117,372

Source: Stock Status Reports at WSD

¢) Major Policies and Procedufes

Major policics for inventory control are as follows:

e The Budgel Managenient Department determines whether an item is a stock or non-stock

itern based on the recommendation by PMD.
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» Toeols and cquipment such as hammers, shovels, jackhammets, compressors, ctc. are
" calegorized as non-stock items except pipe drilting machines which require a strict control
by MWSS.

¢ Stock items are classificd based on the consumplion rate into fast moving, slow maoving
and non-moving items. Fast moving items regoire six months consumption of stock and
slow moving items 6 to 24 months consuniption, -

s Out-of- or short-of-stock itemss are replenished from time to time based on a quarterly
procuremcnt schedule of the' Annual Procuremient Program and Requisition Orders
preparcd by PMD on a quarterly basis, while replenishment of stock items at satellite
warchouses or stockrooms are made through the Centeal Warchouse with a requisition
request.

¢ Requisition Orders (Ros) for non-stock items are prepared by end users.

¢ Maxinium and minimum stock levels, reorder points, lead time and average monthly
consumption are established for each stock item by WSD. Currently reorder points for
stock items are st al 70% of rcmaining quantity on-hand to the inventoiy on-hand after

: last pur(‘hasu and receipt of the item was made.

o' PMD is allowed P20, 000 per purchase and a maximum cash advance fund of P50, 000

+  Unsecrviccable malerials and equ:_pmeni are returned to PMD for disposal. Spate parls
replaced are al.sb refurned fo FPMD.

+ Inveitory valuallon is madc on lhc first-in first- out b351s usmg the acquisilion cost dala on

: lhc slock card.

2.3.6 Customer Sen‘ipei
: (1) Customers

a) Classification

Customers are grouped by size and by economic activities. ' Thé former is for the purpose of
assigning a patl)" réséonsiblé for the service, There isa Big Customer branch which handles those
Ecusmmcrs whﬂ ar¢ regularly charged P1,000 a month or morc a Government branch in charge of
‘vanous govunmem customers and other twenty-one regutar branches for all the rest. The lattec is
for the purpose of applying the lanff. Customers are divided into residential, commercial and

industrial.
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b) Number

Kt
§§ The number of customers has changed as follows in the past five years:
Service 1990 1991 1992 1993 1994
Watcr 667,818 709,767 746051 788,423 816,935
Sewer 89,740 . 91,140 92,695 90,015 91,159
Total 1‘5’:’,558 - 800,907 838,746 878,438 908,094

It should be noted that the number of water customers was increasing steadily but has slowed down

in recent ycars. On the other hand, the number of sewer customers has been more or less static.

The majority arc residential, but the business cuslomers (commercial and industrialy consume

about 40 percent of the lotal water volume,

(2} Sectors and Branches

' Custorer services are provided through one of eight sectors and anc of t\ven{y-lhfcc branches.

g : - Eight sectors have been established mainly based u pon the hydraulic layout of pipes. '_l"héy diffc;,(
considerably in terms of the nimber of cuslorﬁ_ers and the volume of water distributed and billed.

- They aré summarized as foltows: | |

Tablé 4.2.7 Overview of Sectors

Sector #of Conhecli(ané Wa'ler_dislribbl'éd f Walci billed' . |~  NRW Rate '
West . | 200585 | .serasa | 38320 | 6214
Central | 137,173 501,682 | . 271,048 | 46.0%
Southwest 93279 | 307,904 | 167980 |  1454%
Southeast 78,299 276,444 147,102  46.8%
East 89,585 277,825 114,833 58.7%
Northvcst 81,603 228,454 71,281 68.8%
North -‘ 50,241 138337 | - 59,079, 57.3%
South 26,431 31,427 28 _21.9%

Tolal 757,056 | 2629257 | 1182361 | . 550% |

Source: * Customer Service Area
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Each scetor has two to four branches beacath it and they are the physical interface with customers,
They accept scrvice applications, deliver and colleet bills, disconnect and reconnect delinguent

customers and attend to complaints.

{3) Appiication Processing
~The applications for new service connections are processed in the following steps:
1. Receipt: of an application at a branch office

Securing a 10ad excavation permit eifher by MWSS or an applicant

Field .invesligation, cost estimation and rex-:eipl of a deposit by a branch office

El I

Water service connection installation by an accredited plumbing contractor and a Service
Center (Sector)

5. Seitlement of instaliation charges and customer registration

The responsibility of MWSS ends at the water nteter which is iypicaliy installed at the boundary of
private;pr'emise and the public space, and MWSS has nothing to do with the piping in the private

premise.

. (4) Meter Reading, Billing and Coi!_e'clio:n -

" Bvery month, water meters installed at the customers” siles are read, bills are issued based upon the

~ meter reading and the service charges are collected.

_ The waler mieters are read by a section in the Sectors using a Rover 1000 meter reading machine.
Before rbading the melers, basic information on customers is downloaded from the mainframe at
the Computer Service Center. The Rover machines have been uscd based upon the favorable

- results e’xperi_chced by MERALCO.

fhc meter data is (farisfcr_fed back to the mainframe, and a hard copy of the daily rcadings’ is
:,f.cnvardéd“lo the Sectors, \ivhprg MWSS ana'lys_.ls review mbnthly consumption, note any
disﬁcpahcies a;ui initiate investigations aé appropriate. The coverage of such invesligations
appears fo be 10 to 15 percent of all readings. Where there is a missing or damaged meter then

consumplion is estimated based on the charge of the previous three to six months’ consumption.
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Afler data is reviewed and nccessary corrections are made, bills are printed at the Computer

Service Center and delivered every day to the Branches.

Bills are delivered to customers by contract collectors every month except for big and governmient
customers for which MWSS’s own emiployees are used. Cuslomers arc requested to pay the billas
it is presented. If not present, the customer statement is then left at the door for the customer’s visit
to the branch for payment. In reality, customers usually opt for a re-visit by the collector later in
the month or the nexi month, because lack of payments up to three months do nol trigger the

disconnection of the service. ‘The collection efl ﬁciehcy has recently been around 95 percent.

Contract collectors are paid a fixed commission for bills collected and are bonded to prevent them

from running away with collected funds.

" (5) Sectoralization

The Sfxtorallzallon Schemc starled in January 1594, with the approvat of ihc Board ofTrusiees, in

~ order to reduce the NRW level and improve customer Services by gwmg mon, authonly and

' responsibilities to lhe opera!mg units which ate close to the distribution pipes and the customers,

Following the Board rcsolulion a detailed Secmr'alizalion Scheme was prcparcd z{nd proposed 1o
the Board for appmvai in July 1994. Under lhe Sectoralization Scheme, cight sectors wen, created

from the existing five seciors according to lhc scclor boundane.s based on the hydrautic la)out of

',p:pes and me:ermg aclmty uudenaken by ihc T clcnn,lry Project. }hghllghls of the Sectorahzahon

. Scheme at» s follows

. For planmng, control and SUpC!VlSlOﬂ purposes thc ctght seclors shaII be gmupcd into
lwo, cach with a Deputy Administrator (DA) ' :

e Sole beﬂOﬂSibl!lly of the Sector for Teak rupalt

¢ - Expansion’ of the Service Center into four sections to take on melermg activity and to
address problems rclaled to unaulhﬂnzed usc of watee

¢ | Upgrading melcr shops and expansion 10 ad hoc departmcnts _

. Creation of an Operations Center undcr the S)SlCmS Opcrauont; Dcpar!ment (Opcraluons:

Area) uSpOnsnble for daily monitoring of water producuon and distribution activitics of

the pumping stations
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s Creation of Transporfation Management Scction under the Central Maintenance
Department

o - Privatization of one scctor as a pilot exercise lo provide competition for other scctors

Although the Sectoratization Scheme has been in existence quite some time, the re-arrangement of
responsibilitics especially between the Operation Arca and the Customer Sesvice Area has not been
completed yet. Consequently, it has not been proposed to the DBM which would approve such a
drastic organizational cha'ngcu As such, all the changes made so far in refation to the scheme,
particularly the personnel shifted from the Construction Area 1o the Customer service Area, are

tentative, which is presumably hindering the maximum benefil of the scheme from malerializing.

2.3.7 Human Resources
“ (1) Administration

. There are'_lv;vo uniié in the gévc:nmcrll organizaiion.haviﬁg authorily for employment and human

resource devcl.opment.' One is the Civil Scrvice Commission (CSC) and the other is the Department
: of Bﬁdgcl and Managerﬁehl {DBM),). The Civil Service Commission, as the central person'nel
agc,ncy of the Gmcmmem cstabhshcs a carcer service, adopts measures to promote moral,

efﬁcnency, integrity, responswencss and coutlesy in the civil serviee, slrenglhcns the merit and

rcwards system, mtegra!cs al! human resou rces development progra ms for all levels and ranks, and

5 mshtu!mnahz»s a mana gement climate conducwc to puhl:c accountab:hly Thc DBM manag-,s the .

capacity of emptoymenl from the oudgetary point of view. MWSS should submll to the BBM
Ihrough CPCB coples of Planhtla of posnllcms in accordance wnth lhc mgamzatlon

: structurefs!afﬁng paltcrn approvcd for MWSS by the DBM.

As a government awned and controlled corporation, employecs of MWSS hold the same status as
. government employees and are heavily regulated by the CSC and the DBM with various laws, rulcs
~and standards on personal admini.{;ltétion such as hiring, appointment, $alary scheme, welfare,

- pecformance review, training, cle. -
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(2) Employment

MWSS employs approximately 7,800 people consisting of regular and casual employees. Since
1992, there is no increment in terms of number of cmployeés due to the ehactment of the Alirition
Law (Act No. 7430) that no appointment should be made ta fill vacant positions for five years.
Therefore, MWSS must continue operations with the current number of officers and employees
until 1997. At prescnt, the employees are categorized inta the following three groups based on their

employment status:

s Regutar employecs - hold permanent employment status until achieving age 65
s+ Casual employees - Continuation of employment will be determined cvery half a year
»  Contract workers - Hiring period and compensation are determined by the individual

contract.

a) Nu:nber of Employees

The total numbcr of employees (ngular plus casual} was 7,796 at the end of 1994 Thc regular
~ employees account for 60% %, and the casual for 40%. In addllton to these, MWSS hlres contract

"t base workers, such as collwlors and bookkecpcrs

Table 4.2.8 Numbér'of Employees as of December 1994

L _ Regular . i Casual ' L " _Total

Area : Autho- Acical - Vacamt | Autho- Actual Vacant] Autho- Actwal Vacant
P Sy "rized Z ‘ L rizéd . - : rized - S
ComporateStaft - | 308, 229 79l . 16 13 3| 34 242, %
Fnginering © | | 3500 264 | 86| - 53§ ' 280 258| 888 . 544 344
Construction 216 D187 29| 3,602 11,839 1,763[ 3818 2,026 11,792
Operations 2204 1,557 - 647| 314 238 136 2578 1,795 - 783
Custonier Service 2133 1,676 . 457| 91s 737 178 3,048 2413 . 635
Finance 503 401 102 61 52 9| 564 453 11l
Administration a19- 302 17| 73 2 52| 492 323 169
| Total | ‘6133 4,616 1,517 5,579 3,180 2,399| 11,712 7,796 3916)

* The following chart rcprcseh!§ the composition of tegular and casual employees by functional

arcal
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Figure 4.2.2 Number of Employees as of 31 December, 1994

The composition of regular employees by age and sex is as indicated in the fo]lowi_ng graphic,

Regular employces between thirty to forty-five compose a majority.
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Figni'é 4.2,3 Regular Employces by Age and Sex as of 31 Oclober, 1994

b) bmploymenl Scheme

. MWSS has been granted the authomy to lakc final acllon on app()lnlmcnls for all levels of K
| positions under the Civil Service Commlssmn (CSC) Accreditation Progtam effective | May, 1994 '
in accordance with CSC Rcso]uuon No 94-2117. Appomtmcnls of employecs of MWSS is no
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longer submiited to the Commission for attention (either approval or disapproval), but the Report '

on Personnet Actions (ROPA) is still required.

~ The sclection (hiting and promotion) of applicants to fill vacant positions shall be through the

Selection Board constituted in each departntent/project. It must be policies and procedures adopted
by the Selection Board that govern regular positions. Positions to be filled should not exceed 25%
of the vacant positions in the department/project pursuant to Administrative Order No. 177, ' In
case the regutar position is finally filled, the casual posilion chargeable against this regular position
is automaltically abolishcd, thus the appointment of the incumbent casual employee should be

aulomatically tériminated.
Process for hiring employees includes interview by the end user (deparimenls/oftices), evalvation
by the Personnel Department, deliberation by the Setection Committee that compase of end user

and a tepresentative from the Personnel Department, and endorsement and approval by the DBM

(3} Compensation

anpcnsalmn for M\VSS employexs (regular and casual) con51sls of lhb basrc salary and fnnge '

benefits. Basu: salary of an empioyoc is determined by hlsfher position and the numbcr of years

hcfshc has occupied it. Adluslmem in salarics as arcsult of 1ncrea ses in pay levels for upgradmg of

: po'-ulmns without involvmg any change m quatifi Lahon requ:r;menls docs not’ rcqu;rc new

‘ appmntmenl angc bem.f'(s are Subslantla! in terms of the numbu of m:ms (whlch is mor¢ than .

10) and in total amounl comparcd to basm salary Compcnsatmn of contract consultants and '

e\pcrls cxcept ('asual cmplt))ces hlred by MWSS for llmltcd penod o perform sputlf c .

‘ aclw:ucs or scrvms with definite expected outputs, is accordmg to the contracts.

Funds for all compensalion in MWSS that will be required for the implementation ‘of'ihc salary
standardization must be taken fully from the operation funds of MWSS. Allocation of funds to

campensation are subject to the approval by DBM.

a) Base Salary

Base salary is determined by the salary grade (SG) which is related to the position and satary rank.

Every pecson occupying a new position starts from Salary Rank 1 (one). If a person remains in the
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sam¢ position and the same rank for three years, hissher Salary Rank will automatically shift to the

next higher level. The current salary schedule as of 1 January, 1995 is shown as follows:

Table 4.2.9 Salary Schedule, 1995 {Interim Salavy Schedule)

sG/Rank| 1 2 3 4 s 6 7 8
1 38000 38200 3840 3861 3881] 3,902] 3923 3944
100 | 4902 4933 4964 4996 5028] 5060 5093 5125
20 8.498| ss66| 8635|8704 8774 s845| 8916] 8988
19 206750 20865 21,0560  21,250] 21,445| 21,643|21,842| 22,044
32 |.237000 23,9200 24,124] 24,367 .,2.‘.‘35‘:’_3! 24,822{25,053( 25,827
33 | 25,000 NA N/A val Al el wa NIA

Note: Above figures show monthly basic salary; unit'is_ Pesos

b} Fringe Beuefits

All regutar and casual.employees are equally cligible for recciving ftinge benefits. The fringe

| benefits,

Y T

10

12

13

as of July 1994 arc as follows:

'-Lbngevity Pay . o PSD/) car of continuous SLfVle
Childrens Allowance “ : | PJD/chlId/momh limited up | to four (4) children
Meal Subsidy - 0 | ‘ PZS/da)(Maxlmum 22 days a momh)
Rice Allowance . . PSO0/month S
Uniforrs Allowance | P2,000/year
Medical Allowance P2,500/year _
- Representation/Transportation Adjusted to Standardization Rale {40% of basic pay
Allowance for section chief and above)
Lo}alty"Awa'ld o P100/ycar (g,wcn for 10 year service or ronger)
: Mld -year ; hnancral Asmshn&, 1‘quwalcm of one month gross pay
:\nnnusary Bnn_us o | 50% of deiC pay or P4 ,000, whichever is h1gher -
Christmas Bonus i - One month basic pay
Year-¢nd Financial Assislanﬁé Equivalent of one month gross pay
Welfare/Prov, Fund lﬂucationél, emergency, personal, all puepose loan
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{4) Long-term Benefits

All regular employees must relire at age of 65, and arc eligible for receiving retirement allowance
with two options. There was the idea of optional (early) retirement system in addition to regular
retirenient, but because of some testrictions, mainly budgetary difficulties, the implementation of

the optional retirerent system has been suspended.

‘) Payment Option 1

Lump sum of the above allowance at retirement is paid by MWSS, plus retirement contribution
with interest for personal share and without interest for government share. Employces who are
eligible for retirement pay must work af least total 20 years and the last three years must be

conlinuous.

' .b} Payment Option 2

Pens:on is paid by GS1§ (Gnvcmmenl Semc', lnsurancc Syslcm) and 50% of the retirement pay lS
© by MWSS in a lump sum at retirement. “This ophon is only for employces retiring al age 65 and .

- thos¢ who have worked al lcast a total of 15 years by age £0. ‘ Pension starls at age 70.

: .c) Reliremenl Allowance Calculation Formula

l"hc followang shons an e\amplc of (hc retirement allowanm calcu]auon formula for an cmpIO) e

' ‘who has workcd for morc than 21 and lcss lhan 30 )cars -
(20 + (pumiber of years worked - 20) X 1.5) x morithly basic salary (highest)

(5} Evaluation

“The Performance Appraisal Systent (PAS) has applied to'all officials and employces of the MWSS
-except the Administrator, Semor Dcpuly Adninistrator, and Dcpu{y Admmmltalor whose
- performance is covered under the Carccr E\ce(-ulwe Service Pc:fo:mancc Evaluailon Syslem
Contract personnet arc also excluded f) rom this appra:sal system, but this procedure may be apphcd

for the purpose of renewing their contract.”
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The appraisal is performed every 6 months and the result is used to advance the salary rank of
officers and employecs. As a rule, only 10% of the employees will be advanced to the next salary
rank (if rated very satisfactory) or advanced two salary ranks (if rated cutstanding). Those who are
roted less than “very satisfactory” will be advanced to the nex! salary rank afier being in the same
rank for three years, Rank advancements will be made once a year while the cvaluation is
petformed every 6 months. This system is only utilized for determining the salary rank of
managers and cmployecs, and not for other purposes, such as for position promotion and

assignment to appropriate jobs.
The performance appraisal is performed semi-annually, the first period covering feom January to
June and the second from July to December. Tach manager or employee is rated by his/her

immediate supervisor, subject to review or concurrence by the next higher SUPRIVISOr.

MWSS has five ratings f,or' gvaluation of c_mpi())‘@c performahcé as fol!owé:

. Outstanding This ralmg is given to an emplnyu whose performance exceeds the target

" byat lca st SD% It represm:s an cxtramdmary level of achlevunent in terms of quahly and,

time, Icchnscal knowlcdge and skill, ingenuity, creahwty and initiative. meIO) ces ai this

- performance level should have denionstrated exceptional qu maslery in all major arcas of

lcsponsibilily

. \’ery Satisfacto:y Gwen {0 an cmployw whose pcrformance cxcwds the, cxpcc(ed'

: ouiput!targu by at leasl 25 bul falls short of whal is consqdexed an ouis!andmg

- performance. \ ‘ _ :
o  Satisfactory: Given to an cmploy o whose pcrformanm, mcds 100% of lhc siandards or
ordinary requirements of thé dul:cs of the position.
. Unsallsfaclory Given to an employee whose’ performance is' 51% - - ‘ 99% of the

- requiremient, but could stand improvemml Itis exp&ctcd thatin the ncxl ralmg pcnod the

employee, under close supcrvnsmn, will cither i improve his perfmmance to the extent that

he shall be given at least a satisfactory rating; or if not, he shall get another unsatisfactory

rating. Two successive unsatisfactory rating shall be grounds for scparation from the

service.
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+  Poor: This rating is given to an employee whose pecformance meets his own requirements
or only 50% or below minimum requirements and there is no evidence to show that he can
improve his performance. A rating of poor shall be grounds for separation from the

service.

(6) Training

Along with the MWSS human resource development b(ﬂicy, there are many taining programs

provided by HRDD for employces.

a) Career and Personnel Development Rule by Civil Sevvice Commission

Every agency of the government must cstablish a continuing program for career and pecsonnel
devcl()pmem for all its personnel at all levels, and create an environment or w ork elimate conducive
to the development of personncl skills, talents and valucs for bctter publlc service. The carcer and
personnel development plan includes provisions on merit promotions, pe;formancc evahuation, in

service-training, overseas and local scholarships and training grants, and other human resource

~ development (HRD) interventions such as on the job rotation, job §wapping and others.

)] MWSS Human Resource Development {HRD} Policies

' In accordance with the Civil Service Commission Rule, MWSS has adopted the following policies:

. g (HRD) achvmcs must be v1gorously pursucd by MWSS Thcsc are dcsagmd o
| improve Ihc effi c;enc‘y of ‘the’ employec dcv»10p h:s polenhal inciease hIS
pmduclmly and lhucby optimize the effectivencss of the orgamzatmn in the pursunt
' of its institutional objcctwcs and goals. '

e Al tréining, education and development activitics initiated or sporisored by MWSS or
in which it participates must contribute to and be consistent with its organizatiohal' '
and opcrational objec!ivés. | : |

»  Employee training, education and development, an csécmiél part of human resource
(HR) management, shall consciously scek [o use the human potential of the
organizalion to the greatest possible extent. - These activitics shall be éoqduct'ed not -
only to improve on present performance but also to prepate personnel for new or

greater responsibilities.
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e Linc officials and supcrvisors have a major respansibility in continuous fraining,
cducation and development of all personnel. ‘They shall, therefore, be involved in its
organization and impl¢mentation.

»  The training, education and development function shall be so organized as to provide
the necessaty speciatized knowledge and skills throughout MWSS in an economical
fashion.

s Attendance in training, cducation and development programs shall be viewed as

incentive {0 and in recognition of an employee’s performance.

e  Equitable oppottunitics for improvenment and groWlﬁ shall be provided to all

descrving employees.
s Successful completion of appropriate. courses/programs shall be considered for

“promotion and other personnel actions.

* clf‘cducauon and self- 1mprovemenl shall be recognized, stimutated and cncouraged _

by MWSS.

e -The Human Resources Development (HRD) Department shall be primarily -

responsible for all activities relevant to cducation, training and development in

MWSS.

c) Employee Training

Many managmncnt programs for supcrwsms and dw1s1on managcrs are performed for dcvclopmg

and enforcmg their skills and capabllluus Abovc the dlwsmn managus posmon admmlstrahw ;

people are tramcd in the courscs which ar¢ prov:ded by CSC {Cw:l Serwce Commlssmn)
_ [rammg pmgrams are (o be bwm to regular Employues N0n rq,ular emp!nyu.s such as ('asual
_'cmployws may su‘bsequcnlly bc aliowed to al!end local or fOrCIgn trammg pmgram:. ‘or
scholarship grants provided under some ca_tcgoncs. The basic conditions for selecting trainces arc

as follows:

e FPor rc'gular cﬁu(scs, only employces with regular status with :.1! least si.‘; (6) months of
: "‘Salisféfct(iry‘” scrvice shall be considered. The requiced regular slatus and length of
: s;l:r\;'icc, however, may be waived upon cedification by the department - manager
| cbnccmdd that the training courses will be'of immediate benefit 1o the nominated

employee and relevant ta the position presently occupied.
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For special courses, only regular ‘employees with at least one year of satisfactory
service shall be considered.

Only employees withaut pending administrative or criminal cases shall be considered
for training.

The relevance and urgency of the training coursc to the candidate’s official functions

shall be the main consideration in the selection of trainecs.

Training programs for employecs ar¢ grouped into four categories: in-house training, external

training, overseas teaining, and TED (’l"r'aining, Education and Development) and Scholarship.

In-honse Training: The cmployment development courses were given to 365
participants in 1993 and 631 participanis in 1992, which cequired 548 irairﬁng hours
in 1993 and 768 ljraining hours in 1992, for a total of 1 1,864 training man-houts in
1993 and 17,728 training man-hours in 1992. Highly specialized/technical courses of

 HRDD were attended by 282 parlicipants in 1993 and 654 pért'icipanls'in 1992 for a

total 724 lrammg hours in 1993 and 1,656 lmmmg hours in 1992, tofaling 11 604

“training man- hours in 1993 and 28 ";24 Iralmng man- hnms in 1992

P;\[El nal Training: MWSS’ s cmployces attended 242 external courses in 1993 and

103 external courses in 1992, conducted by bmh govcrnm-,nl and prwatc en(mcs

o Flu,se lolalcd 4,850 training hours in 1993 and 5,956 training houts in 1992 or 10,654
lrammg man hours m 1993 and' 14,842 trammg man-hours in 1992, meloycc
, devclopmenl COUrSes Were attended by 153 wo:l\us in 1993 and 135 in 1992 while 8% -

employecs m 199’{ and 179 in 1992 parl:c:pated in hlghly qpccmllzedftechmcal
COUTSES, :

Ovevseas Training: Every year, MWSS sends teainces (officials and employees) to -

“NIany OVCISCas countrics.

' Table 4.2.10 Overseas Training

Descripon. . | 1991 | 1992 | 1993 | 1994
No. of Trainees 18| 8 | 1| 50
No. ofPrograms ‘5 18 | 200 | 12 20

Olher “Tyaining, Education and Dcvelopmenl {Tla[))” Aclwmes A lotal of 103
TED activities (42 in-house/61 external in 1992 117 in- houst’] cxlunal in 1991)
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werg attended by 2,302 parlicipants {13,089 inh 1993) totaling 1,461 .lraining
hours/13,450 training man-hours in 1992 (2,547 training hours/77,477 training
man-hours in 1993).
Local Scholarship: A total of 6 grants in 1993 and 21 grants in 1992 involved 15
employees in 1993 and 13 in 1592 comprising the following scholarships: National
Scholarship for Development{NS¥D}, Water Resources Training Program, Master
Degree Scholarship Program (MDSP), Local Sflio!arship Program (LSP), Master in
- National Security Administration (MNSA) and program in Development Economics.
In-plant Training: In addition to the training programs/courses, MWSS .conducts

rcgular in-plant training which is to be given to students of schools.
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Table 4.2.11 In-House Training Programs for 1995

» Management & Supervisory Development

~  Foremanship Training

~ PAS -MORE

- Training for Effective Supervision

- Systematic Problem Solving & Decision
Making

~ . Managing & Conducting Effective
Meetings

- Planning & Budgdmg Seminar
Workshop

~  Effective Employment Counseling

-~ Time Management Employec
Development

—  ‘Training for Service Invesligators

—  Effective Customer Relations
Developrient

—~  Stress Managemenl

- Business Report Writing Administrative
Developmicnt

~ Records Management Seminar _

—  Administrative Skills Development

»  Speciatized Training i
—  WordStar 5, dBase Il Plus, Lotus 123

o - Student In-Plant Training

o . Other Programs
' - Lecture Forum
-~ Area Staff Dev;lopment Pr()gram
- Middle Manag»menl chlopmcnl
- ngram

ProfessionalfTechnical Training

- Skills Development Training

‘Defensive Driving

‘Valves & Hydrants Operation &

‘Training on Arc Welding
‘Training on Gas Welding

Seminar on Water Quality Management,
Treatment and Distribution

First Aid Seminar

Field Operation Appreciation Course
Qccupational Health & Safety Seminar
Contract Administration

Industrial Safely

Groundwater Development &
Management Seminar :
Operation & Maintena nce of Wastewater
Treatment Plant

Disaster Preparedness Relief Service
Seminar

Seminar/Workshop on Mountaineering

Plant Accessories, Blectrical Circuits on
Motor Conirol

Toolkeepers and Storekeepers Training
Maintenance

Seminar on Basic Plumbing

Small Engine Mechanics Course
Field Equipment Opcralions and
Ma:nlcnanc»

— ' Executive Devdc)pmcnt Program’
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Table 42,12 External Training Programs for 1995

+ Local Training Program
- Seminar/Workshop/Convention/Conference etc.
—  Scholarship Programs ---- UP-NEC, UP-Schoaol of Economics
~  Masters Degree Scholarship
- Nationat Scholarship for Development
+ Overseas Training
- Overseas Scholarship or Study Grant
~  Overseas Training
~ ' Echo Seminar
—~  MWSS-MWA Exchange Program

{7) Salary Standardization Law

The Salary Standardization Law (R.A. 6758), enacted in 1989, is a law applicable to MWSS to
. standardize the salaries of all civil servants working for GOP. This essentially consists of a salary
{able that has 33 salary grades cach having 8 ranks, including job descriptions for cach, prepared

and issued by the Civil Service Commission for the use of alt GOP units and agencies. This law is
.' just as applicable to the President of the Philippines as to the’ Administrator of MWSS and ta

' someone just starting out with MWSS, Each civil servant is assi gncd a salary grade based wpon the

‘rcsponSlblhty he is supposed to fulfill. His salary will be advanced within the grade from ranks 1 '

'to 8 based upon performance and expericnce. When e:(peclcd to take on a new job responsibility,

he will get a new gradc.

(8) Empl:oyleeg Relalions

EO 292 (Civii Ser.vice Code) éllow-; '.alll govémmcm cnmlp}:jyeeé in’cluding thofsc:in’ gb»'érnﬂicni— -

owncd and controllcd corpomnons with otiginal charlcrs 10 form, join or assast an emp!oyccs’

organization of their own choosing for furlhering and protecting lhc;r interests.

© The KKMK-\‘!WSS (Kaisahan al Kapol.iran ng mga Manggagawa at Kawani sa MWSS) is the
' dominant labor gtoup at MWSS where |hcn, are several more labor orgamzallons in addition,
| These aré the MWSS Worker's Union (MWU) with about 200 members and the MWSS
_mel(:) ces’ Unmn (MFU) with about 50. But both have been inaclive and scem to have allowed
 the KKMK-MWSS to dommate labor affairs.” Only the lfatter, with about 4,000 members, is
_ authorized to enter 'into a collective bargaining agreement with management on non-economic

. nature after wining the certification clection in 1988,
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2.3.8 Information System and Communications
(1) MIS System

This MWSS function is centratized under the MIS Dept. at the Main Office in Balara. MWSS
currently operates an IBM 4341 Model 2 mainframe computer located at the Computer Service
Center (CSC) in the Main Office for customer service providing customer information, billing,
collections, and accounts receivable in addition to the payroll system for the Personnel

Adminisiration Dept.

CSC maintains and operates three major. picees of hardware equipment. The IBM mainframe
computer purchased as a second-hand machine in 1986 is used for customer service and payroll
applications. The FACOM FM7 data entry machine is used for converting customer information

and collecling data into machine readablc magnelic tape mcdi_urfn. The new 1BM RS/6000

‘workstation was installed for the new accounts receivable system. The existing 1BM and FACQM 3

cquipment are going to be replaced with new 1BM RS/6000 workslations by 1996.

(2) Information Systems Plan (ISP}

ISP is designed based on a client' server network madel and will run on a distributed processing

: mode in order to support dccenirahzatlon of MWSS opcrauons in: conjunctlon with the

Scclorahzatlon Plan. ISP 1s ong of the mosl lmporlan! pro;ects for opcrallcns unprovcmm!

'enablmg thc old mamframe compuler that has ran oi an meff:cncnl batch | proc»ssmg mode, 1o be

'rep‘laad wnh moderm advanc:.d mformallon technology to dramallcally 1mprova., the emslmg:

labor- lntensm. ntanual systems, ]mpmvemcnl of overalt effmency of ogacrattons in the fulure :

hlghly dcpcnds on the degree of success of ISP,

a} Obj_ectiv'e and scope

Hts ohjeclive is to streamlin the MWSS organizational and opcrational selup through automating -

data recording, storing, sharing and reporling. Its has been designed and developed based on a

- distributed and open network system.  The former MIS Ma‘naigcf has conceplualized the ISP

Praject and from then on, SDD has taken the lead role. ISP covers the following eight major :

application systems which are further divided into 36 sﬁbsyslems:
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*  Customer Scrvicing System (CSS)

‘¢ Project Planning and Implementation System (PPIS)

s Water/Sewer Facilitics Management System (WSFMS)
*  Materials Managemient System (MMS)

¢ Financial Management System (FMS)

¢ Personnel Management System (PMS)

¢ Support Service System {(SSS)

+  Office Automation/Decision Support System (OADSS)

A project nianager from the user department is assigned to each of the above application areas with
responsibilities for design and implémentation of the new application system with assistance
| _provided by SDD and IBM. IBM Philippines is undertaking systerma development for all
apphication areas as a system integrator reSpon'siBle for developmentéoﬂware, hardware’

installation, providing some of the training for MWSS personnel, and project management.

Accordmg 1o lSP, MWSS has a p]an to ms!all a total 26 IBM RSfGOOO workstatlons at six (6)
’ funcllonal offices and ninetecn (19) scctor and branch offlces in addmon to one sys{cm at CSC for
_ system development and maintenance. All 26 workshuons are planned to be connccted through a

. microwave cable or WAN (‘Vldb Arca Netw ork}

b) ]mplememalion of ]SP

Overall pro_lcu status on app!lcalmns system dcvdopmem is a few to several monlhs behmd due to -
a delay in protolyping, construction of systems and user test. Other causcs of dday are
'mi_sundcrslandi.ng of user requirements, databasc dﬂsign crror, frequent design changes, and lack of
nser involvement. Likewise, due o the delay in review and approval of CMP by the Exccutive

_ Commitles, the implementation of ISP will further delay schedule.

. ¢} Installation of hardwaré and communication network

MWSS has been installing 26 IBM RS/6000 workstations for the six functional areas:
- Engincering, Construction, Customer Service, Operalions, Finance and Administration plus all

“sector and branch offices. MWSS is also replacing telecommunications equipment and lines with
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a new PBX and microwave system that can handle both voice and data. The microwave dishes
have already been instatled at selected locations for testing. MWSS willusc a point-to-point data
communication mode with a 9600 baud rate based on a X.25 at the first phase of ¥SP and then
upgrade to 3 more sophisticated network system wilh installation of the nelwork management
system. The installation of the Premises Distribution System, a sleu ctured cabling system for both
the data stations and telephonc using a single cable for the Enginec;ing and Administration

Buildings, is currently detayed and it is onc of najor stumbling blocks for ISP implementation.

d) Initial data conversion

Requirements for initial data conversiori of the Customer Servicing System, a core system of ISP,
are being defined by the MWSS project team for bidding to select a conractor. This process may
take anothér six to eight months and may become one of major causes for delay in implementation,
Other systems also need data conversion from the manual system to the new automated one and it
requires a great deal of manpower and time to create files on databases. Currently, data conversion

strategies and plans for the other systems are being formulated.

1t)) Change Managemcnl Probram ‘

The Change Managenient Program (CMP) has bcen developed and subsiiitted by SDD to the
‘Execulive Comrmllec in 1994. The Plan includes: planmng and managemenl of - CMP,
;orgamzahonal redhgnment mformahon d!ssemmau()n training and manag«:ment involvement
:(pmgram review).” Hc)wcvcr ‘it has not- bccn rwlcwcd by the Lxe('ulwe Comnuttcc while CMP-
w0rkshops have already been held for CSS PPIS and the MIS persormd T hc followmg d:scusse.s
‘the currenl status of CMP: '

‘a) Organizallonal reallgnment and ledeployment of human resources

“Under CMP, divisional n,sponssbxlmcs number of staff, and required sknkls for cach orgamzallonal :

"unit were supposed to be defi ned by special commmccs and the 0peral1ng unils rcalagncd bascd on
the new organizational stiucture and roles. Since CMP has nol been fully approved yet, ihe sludy :
on realignment of organizalion and redép!oyment of human resources in user dcbaﬁmcnis have riot.

been acd:imfnliéhéd excepl for the Cuslonier Service Area {CSA).

b) MIS and user training
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The training programs are divided into two arcas, technical and management, The training
program for technical aspects covers system development, computer operations and applications,
sccurity protection and control, audit and control, capacily planning, system management,
telecommunications, etc. mainly forMIS personnel. On the other hand, the training program for
managenient aspects is designed for seven main systems for end users. User’s training for CSS and

PPIS, and training of MIS personnel have been carried out through the CMP workshops,

¢) Development of Standard Operating Procedures (SOP)

* In order to usc 1SP effectively and teain user personnel, the development of SOP manuals for cach
functional area covered by ISP is essential. ‘The manuals will include operating policies and
standards, system descriptions, reporling procedures and responsibilities, coding struclures,
standard forms, and oulput reports, " Al present, no SOP manuals have been developed and no

' budgetaty arrangement has been made.

3.3.9 Other Supporting Funclions
(1) Public Relations

This is performed as a stalf function under the Adniinisteator. Responsibility for it falls with the
Public Information Department {PID), consisting of two Divisions, namely the Publication and

Production Division and the MWSS Action Center (MAC).

a) Public’ation and Prodlicllon :

The Pubhcatmn and Ptoductmn Dmsmn (PPD) is lnvolvcd in pruparmg pnnlcd and audm v1suai€
pmmo!mnal matcnals Spcmsormg Iec{ures and events and acting as liaison for mass media as.
MWSS spokesmen. The following lists sam ples of promotional materials and activities handled by
PPD:

] Pnnted Material
e MWSS Annual chml (1,000-2,000 coples/dlslnbuhon to staktho!ders)

" MWSS Technical Journal (Annua 145,000 copics/distribution to PWWA members and
other enginurs for promotion of MWSS)

1V-59



e MWSS Yesterday, Today and Tomorrow (Annual/several hundred
copiesfintroduction of history and activities of MWSS)

¢ The Pipeline(Monthly/5,000 copies/distcibution to employecs of MWSS and other
related agencies)

e Water saving posters, stickérs and pamphlets (for consumers, school students,
visitors, etc.)

o Introduction of Projects (Documents for public hearings)

o Lgcaflet for special events

2. Audio-visuat Material
» Documentation of préjccts through videos and pictures
e Promotional videos for lectures, public hearings and other purposes .

e Commercial videos and tapes (broadcasting commercial films and tapes)

N 'l,ec{urés, Events and .Press Rela!ioﬁs .
o PID conducts leeturcs requested by barz_mgéy communily; Rotary Clubs and schools
o The office tours are conducted by ihe C_u;tomers Services Arcai and the qfﬁccs and
facititics of MWSS are open for school children and adults.

o Press releascs, announcements, interviews and conferences

b) MWSS Acﬁon Cemer (MAC)

'-QMAC 1s a new funetion much closer to cuslomers This funciio’n has been creatéd as ai:

mformahon control ccr:ter for custnmers clalms It rcccwes complamls fmm cuslom{:rs and

monitors fo!low -up activitics conducled by various unils in responsc 1o these comp[amts Smcb
ISP has not been completely implemented, MAC handles information about customer complaints

using "stand alonc” pcrsonal computers. The vxisting telecommiunications network is not yet in

ideal cond:!mn These situalions maku it difficult for MAC to mcmlor follow -up aclwmcs of

custoriter complaints ‘with spc:.d and accuracy.

'(2) Research and Devetopment

Generally, the role of research and development (R&D) in MWSS is limited to applicd rescarch:

Pute academic research is oulside its scope. MWSS participates in rescarch and development
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projects conducted by some other government agencies such as DENR (Depariment of

Environment and Natural Resources) and DOST (Department of Science and Technology} to
fulfill this need. In addition, MWSS cari get necessary information from universities such as the
University of the Philippines (UP). Some new technologics are transferred through foreign
assisted projects where experts are sometimes sent from outside the country for this purpose.
Whilc applied R&D does ﬁol usually require large investment in funds and facilitics, the

equipment and facilities for it are still not adequate.

The Research and Development Division (RDD), that has only the Environment Section, is
supposed to undertake rescarch studics for development of water and sewage treatment processes,
and also pertaining to lype and quality ofconstruclién malcrials for use in projects. However, there
are no R&D activities in these areas at present due to insufficient R&D resources. The R&D
" activities for improvement of water treatment and construction materials are not .cg.ntrally

conducted at RDD, but rather performed at each operating unit in daily operations as re;quifcd.
" (1) Qualily Cantrol

: a) Water quality control

Water quality is monitored and controlled at a laboratory situated in each water treatment plant.

"The Ceiitral Laboratory also conducts sanﬁpling tests from water faucets, wells and sewage

drainage, Thu Central Laboratory Dmsxon (CLD) co:lsxstmg of lh:ec seclions, the ‘Water

Rcsmrch & Analyms Scweragu Research & Analysss and Flcld Survuy & Sampimg Sechons :
pcrforms surveillance of the water dnstnbunon syslem waler sourccs ee,, decpwclls Ihrough j

laboratory Iu‘,ls Tlm Dlwsmn also’ cullccis Sampks of wastcwater {o momtor the quallly of

" efftucnts and of water for Iabomiory fests.
Fhe following ]is!s_cx‘ampics of current research activities of CLD:
. QWat:cr an'alysié!cxéminalion of botiled driﬁking =wa'le‘r - :
- 'Plankton count/chlorophyll A/pheophytin A monitoring of Balara Filter No. 1 and 2

floceutation and sedimentation waters with proliferating scum

¢ Monitoring of Laguna Lake Waters and La Mesa Dam Reservoir
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«  Fecal or non-fecal comtamination and their source/modes of entrance to waler system
° Stu’djr on positive cotiform findings despitc high chiotine residuals readings
e Rescarch on ideal indicator for chlorine residuals

o Monitoring of La Mesa Dam Reservair to establish its Biological Index

CLID personnel fakes basic training courses, but higher level courses such as dcquiring skills lo
operate new equipmeﬁt and testing methods will also be required. Al present, these training
opportunitics are provided by cquipment nianufacturers that send MWSS R&D stalf 1o other

premises that own new gquipment.

b) Matexial quality contrel

Material tests such as resistance to pressurc are conducted bascd on international standards at
laboratories in La Mesa and Balara. MWSS complies with several international standards, such as

lSO AWWA and JIS, for testing materials.- These standards, pnmanly chosen by the Engincering -

. Area, are included in bidding decuments which describe specifications and procedures for testing.

' The Quality Conteol Division (QCD) consisting of three sections, the Pressure & Leakage, the -

\Aatenals Testing and the hcld Testing & Plant ]nspcntmn Sccllons mainly performs tesling and

: mspeclxons on conslrucllon matenal quality and water prcssurcs It also conduels testing on

‘ work-pmccdurcs and/or workmanship for certain types of job. _

" The Quality Contro! 'D‘ivisio_n maintains Ihe following :facilﬁlies::

*  Materials Teslmg Laboratory at the 1.a Mesa Dam Comipourid, Quezon City |
‘s Malcrials Tcsliﬁg Lébbratdryiat the Balara, O_ucioh City ' |

s Office on the second floor of the enginecring buitding

_The above facilities arc not lar‘g,e enotigh to conduct R&D aclwmes bat they seem to be adequate

- for tcstmg and inspection on ‘construction malerials. At pn,scnl the Dmsmn is eqmppu,d with

a pparatus for materials commonly vsed by MWSS. For other materials, lhc Division has to rely on
ocutside government accredited laboratorics, ¢.g., the Industrial Technology chlopmml !nsmutc
(ITDI), the Materials Testing Laboratory of the City Engincering Office of the City of Manila, UP'
Laboratories, and the Phnhppmc Institute of Pure and Applied Chemistry (PIPAC) al Atenco

University.
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"The fellowing lists examples of those research activitics in QCD:

+  New mcthods and procedurcs in material testing
+ Ncw and up-to-date materials for use in future projects and in MWSS O&M

» - New facilitics and equipment to improve future scrvices of MWSS -

Good sources of reference such as updated books "and joumzils of various authoritative
organi.zalio'ns, i.e., the American Socicly for Tesling & Materials (ASTM), the Amierican
Watcrworks Association (AWWA), the American Cement Institute (ACY), the Intermational

Standard Organization {1SO), elc., could serve as primary help, aside from up-to-date equipment.

© At present, QCD has only a few trained and skilled staff to pecform its duties and responsibilitics.
Aside from their own training experience and educational background, necessary training for the
*researcher not adcquétcly pmv_idéd. Usually, personnel training is given to those interested in
being trained and seldom to employces who should be traincd because of their duties and funetional

responsibilitics. Mostly, pcrsonné] want {o undergo !rdining for promotion purposes only.

R)] Leg:ai‘

MWSS !egal matlers a are ma:nly handled by the Legal Dept. in the Adm:mslralmn Area. The Legal

‘ DLpt Teviews contracts with COnsttuclora or consumers from the legal slandpomt - Most civil and

. ¢riminal cases agamsl and for MWSS are handied by thu chal anl or the Pub]:c B:ddmg Awafd
: Commlltr:e (PBAC) ' , .

The Legal Depl. consists of three divisions, the Complaint and Investigation, the Contracts and

- Real Estate, and the Court Cases Divisions, All complaints against MWSS employces such as

- misconduct and illegat activitics are handled by the Complaint and Investigation Division. This

: Division also issucs fegal Opmmns rcgardmg administration matters. The Coniracis and Real
Estate Dlwsmn prcparcs and reviews mnlracis mvo]vmg MWSS. It also handlcs arcas regarding
MWSS real pmpcrllcs or ones that néed to be acquired by MWSS for its projects, besides issuing
legal opinions on these mattecs. The Court Cases Division files both civit and criminal cases

“involving MWSS and also handles illegal cornection cases and collection of unpaid water bills of
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detinquent concessionaires. The following describes typical éomplaints and lawsuits filed againsi

or for MWSS:

a) Related to Conlracis

There are several court cases involving bid awards. Those cases are normally filed by losing
' bidders against MWSS bidding procedures and evaluations. Since the Legal Dept. is in charge of
conlracl preparatlon or review only, the cases themselves are handled directly by the Public

Bidding Awatrd Commitice (PBAC)

Others are lawsuits filed by MWSS for unfulfillment of project contract due fo disputes belween
MWSS and contractor(s) or to bankiuptey of the Jaiter. MWSS sometimes rescinds contracls due
to poor performance or to violation of the terms and conditions by the other paily, ctc. In one case
" the contraclor sued MWSS for different interpretation of onc provision n.gardmg pa)menl of

actual taxes and ducs by thc contractor, who claims full payment of the estimated amount.

b) Relaled to Water Bill Paymenl

There are numerous ¢ases of checks dlshonond by the banks for water bllI payment by

- concessionaires due (0 closed accounts or insufficient balance.

C) Relaled to Squatlers -

EOnc of the majm legal issues is the squatter problcm that most conéliuciion projects encounter.
' Ev:ctmg lhcm uqunrcs Icgal aclmn bcgmmng wnh a notice to vacate the MWSS propcrly and lhen_
filing for cwchon for wo]ahon oflhc Am: Squatlmg Law If 4 coun de-:ldes in fav or of MWSS, :1
" the Law first nqum,s it to provide relocatton sites and/or to pay compensahon bt,fnn. cjection.

Either case needs funds since MWSS does not have propertics available for this purposc
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Chhptcr&. Strengthening Plan

%3.1 Institution

3.1.1 . Options for Unbundiing

~ The following three factors should be taken into consideration in assessing the unbundiing process
~ and options for the walter supply function of MWSS., - (The scwerage and sanitalion operations are

- separately discussed in Section 3.1.3 in this Chapter.)

- » :Organizational set-up {fu ﬁclioilal responsibifitics): Planning, infrastructure development, -
O& M,: customer services and Suppuriing fhnclion_s, i.e., finance and administration

‘ ' Physicél g‘.ell-up (wéler su pply network system): Waler source, 'trea!‘mcnh fransmission ﬁnd
distribution ' ,

*  Geographical set-up (customier servicé jurisdiction): Bight scrvice sectors

In order to undérstand the relationship betwoen its physical set-up and functional boundaries, the

following chart depicis the schenatic overview of MWSS water supply systems:
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o MWSS Head Office Fungtions
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* Figure 4.3.1 Schematic Overview of MWSS Water Supply Systelh

Considering the factors mentioned above, the Sfudy Team identifies five basic options for-
uibundling the MWSS organization. The first three are vertical disinlegration while the Iast two

_are herizontal.

~_a) Functional Unbundling (Option 1)

3 This oplion is {o unbundle MWSS vertically into three functional areas as follows:
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1. Resource planning/management and infrastruclure development

2. Operations and maintenance {water source, treatment and transmission)

3. Distribution and customer service.

achieve better performance through concentrated and undivided attention in each functional arca.
This goal can bé¢ attained with steuctural changes to be made to establish functional orgamzallons
within MWSS by giving each of them greater autonomy and independence and designating them as

pfoﬁl ceniers. The cxis{ing MWSS has already been structured by funclional area, and this

center ('onapt to each orgamzahon which may be new to most MWSS and vc:y critical in this

orgamzalions Furthcmwm, thc lack of compcutmn in the dsstnbuum and cuslomcr scrwce areas -

will stilt rcmam

b) Segregation Belween Planning/Development and Routine Operations (Option 2)

.

Current MWSS

Planning

Anfeastruéluce Dev.

0&M

Cuslomer Service

S

%4

Planning ‘
Infrastructure Dev

O&M
- Watér Source
- T/P and Transmission

0&M (Disltihulion)'_
Customer Service

| Figure 4.3.2 Functional Unbundling

" This option will beeak up MWSS into two arcas, e

' The objective of this approach is to altain greater functional autonomy and independence and thus -

. unbundling could be achicved with 6nly minor restu cluiing; however, the ihlrodur:.lion of the profit
'40pi:on should bc undertakcn and discussed lhor()Ughly among the heads of the new orgamzatxons ‘

' Om, dlsadvamagc of thls ophon is that MWSS may lose ovcrall conlml of the different funclmnal

1. Resource planning/management and infrastructure development

2." Daily routine operations (O&M, distribution and customer setvice)
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ent MWSS Planmng
Infrastrocture Dev.

re
Planning ' = %

S Q&M
Infrasteuciueg Dev. - I:______ - Water Source
. ‘l - TiP and Transmission

G&M

[Q

Bistributian
Cuslomer Service - Customer Sevice

Figure 4.3.3 Unbundling beiween Planning/Development and Rontine Operations

The objective of this approach is to allain effective control over the day-to-day operational
problems of the water supply system, thus isolating planning, program development and

infrastructure development which require longer gestation.

This will require a structural change of the MWSS organization and an introduction to the water
K supply system of the division-company/profit center concept. While it assures control over day-
- 1o- day routing operations and econony of scale, it still Jacks competmon bccause the integrated

* monopoly of the water supply system wauld still vemain,

¢} Unbundling between Who!esaie anﬂ Retall (Option 3) :
’l~h'i_s option is to unbundlfe M.WS'S into two ércas as follows:
L Who!esale opcratmns (plannmg, mfraslruclure deveiopmcnl and O&M covermg water

souree, lrwtntenl and (ransmlssmn)

2. Rctall Operanons (O&M of distribution and customer serwce}
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— R |
Current MWSS Plaaning
Infrastructure Dev.
Planning 04&M
' : - Water Seurce
Infrastrectore Dev. T - T/P & Transmission
O&M . e i+ e i b AR Rh. = = = ——
. Distribution

Customcr Service Cuslomer Service

Figure 4.3.4 Unbundling between Whelesale and Retail

This may improve opefationai cfficiency substantially due to the fact that the retail company may
pain a high degree of autonomy required to make timely decisions in daily operations and improve
~ customcr-oriented services. One major sétback of this aption is the lack of competition in both

wholesate and retait areas.

d) Unbumlhng by Water Source (Oplion $)

This opnon is 1o infroduce mmpemlon in wholesale operatmns when Kaliwa chr beconics a
“water source in the fuIUre The O&M func{mn of wholesalc opetations will be separated by water.

5 source as follnws

1." Angat/Umiray source, tréatment and transmission

2.° Kaliwa River source, treatment and transmission

: S _ _ . : Plannmg
; QHE—‘-M—W—S— . L Infrasiruciure Dev.,
- o _ R L o L il KU S
PFlanning : i L e "'."""7*"““;"':'“"_%"‘.
. h " | AngatfUmicay Source | '~ Kaliwa Source
Infrastructuee Dev. F—'“‘ ' - T&P T T&P
E— Transmission - " Transmission
0&M _ e T -
“Customer Service C Dtis"'i?us:ic:n'ce
T . Customer Setvi

Figure 4.3.5 Unbupdling by Walea’j Source

The objective is to create a compeuuvc environment hciwwn the Angat/Umiray and Kahwa Rw\.r

sources. The advantage is that it would create competition in the wholesale area while the
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disadvantage would be the loss of system integrity. One risk factor is that water volunie from the
wholesale area to be transmitted to the refail area would be based on the physical network set-up,
rot on the supplyfdcmand cquation or market mechanism. Therefore, the desited competitive

environment may remain somewhat illusory under this type of unbundling.

¢) Unbundling Retail Operations by Region (Option 5)

This option segrt,galcs MWSS into wholcsalc and retail operations, the fatter further divided into

{wo Of more units by rcglon as follows:

1. ‘Wholesale operatiohs (planning, infrastructure development and O&M including water
sotree, treatment and transmission)
2. First retail pperations (e.g., North, Northeast, West and Southwest sectors)

3. Sccond retail operations (e.g., Ceniral, East, Southeast and South sectors)

‘Cuticat MWSS - SEU EE Planning
. ' . o lnfrastruciure Dev.
Planaing N 0&M -
] b .____;__J\ : - Water Source
Iafrastructore Deve | [___'_‘l/ © - T&P and Transmission
" 0&M - B
- o . Distribution ‘ - Disteibution
: Cuslcme.r Service g Cos{omer Service Customer Service

Fi};li_l‘é 43.6 Unbuadling Retail Qperétinn's byRegion

']hlS is’ Slmllar to Opllon 3 wnlh lhe same bcne["ls '.,m.pl that retail opcrahons mcludmg"

dlSl[thlIOn and cuslomer service would be dwudcd further into Iwo or more regional umts or
fratchises. It creates a niore coxﬁpeﬁli_vc environment between the regional units, In addition, it
+ will make primlc sector patlicipation (PSP) casicr because bidding and contract ncgo!iations can
be undertaken -;eparatcly for each unit or franchise, adopting for cach the most sunablc form of
pnvahzahon opttons such as managcmcnl contract, ]edse agreemcud, condession, ete. A maJcn'

setback will be the poienual loss of ;.connmy of scale if broken u p into koo many units or franchnSu,s.
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3.1.2 Options for PSP

Options for PSP fall into two main categories according to the ownceship of assels as follows:

(1) Goverament yetains ownership of assets

In this category, the government retains ownership of assets and issucs service contracts for
-~ operating them. Ultimate responsibility for the provision of scrvices and nwnesshif) of asscts
remains with the public sector organization. Management and operational activitics are carcied out
by private sector companies. Right of access to monopoly facilitics and service obligations are

stipulated by a contract.

- Examples of options for this category are service confract, management confract, management

contract with profit sharing, lease, concession and BOT (Built-Operate-Transfer).

" a) Service Contract |

The public authori Iy_Signsé ooﬁir‘acl with a private drg’anfzalion to provide specific clearly deﬁn;zd

services such as meter reading, Billing, éo]lccﬁons, maintchﬁnce, connections, ct.c. Thé coniracl

.pcriod is short (ic, 1102 'years) ‘subjecting coniraclors to; more frequent mmpctition‘and

eliminating the need for comphcaled fee adjustment procedures.’ Service contracls allow for cost

reducuou through compcmwe !endcnng for specn(" ¢ services and may b» uscd in conjuncnon wnh :

‘othu morc lntensne forms of PSP.

b} Managemcnt Conlrad

A mnlractor assumes rcsponsabilny for 0pcra!10n and mamwnancc of the water systeni of a major
* part of it, suchas producnon facilitics and maintenance and rcpalr operalions. The contract period
is about 3-5 years, with the option to convert 1o a more intensive, longer term arrangb_menl.
Day-to-day contro! and operatfng authority aﬁd maintenaﬁcc résporisibi!ily is transferred to a
contracter who bears the {i nancaal nsk of opuatmg lhc network. Remuncration is based on
achieving agreed upon paramelors such as prandui scmces, volumg of water dclw;red umpmvul

collection rate, ete.

¢) Management Contract with Profit Share
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This is similar to the management contract and the fee is limiled to performance. The contracior
should enjoy the freedom ta make most day-to-day management decisions, Ultimate responsibility
for provision of services remains in the public scetor, while management, operating authorily and
financial risk are transfersed to the private scctors.  Under this option, holding contractors

accouniable for overall results of operations and evaluating performance are difficult.

d) Lease

Initial setup is financed by the public authority and then transfered to a private contractor for all
operations and maintenance functions, The contract is usually for an extended period of time (i.e.
10 to 15 years) and contractors competitively bid for if, with (he winner assuming all operational
risks during the life of the contract. With the exception of capital exi)endilures, the operator

assumes responsibiliiy for all expenses refated to maintenance and pmvision of services; it also

~ pays lixed rent to the public authority to cover debl -service and retains alt profits but is responsible

for any | l&';ses

€) Concession

“In addition to responsibilitics assumed under the lease oplion, concessionary arrangements feansfer

" some or all responsibility fof construction or rehabilitation (financing of capital expenditures), as

well as operation and mainlenancé to the privale seclor operator. Concessionary coniracls are
binding for a penod of 15 to 30 )cars and lransf«,r both operating and nwcs{ment risk from the
pubhc scctor to the pl’lvaib seclor Assets remain owncd by the publ:c authomy At lhc cnd of the
5arrangcmeni a new conc;ssmn is compeh!w:.l) bndded for. Thése contracts prowde m(xnuw.,s 0}

the Opcrator_ to achicve gmatcr ef ﬁcnencnes,(howevpr, thcy are very complcx.

f) BOT (Built-Operate-Transfer)

This 0ption involves the privatc sector assuming full rcspnnéibiliiy for the provision'of additional
‘assels in retura for lhc r;ght to sekl its oulpul to cither the pubhc sector or end users. The confract
is usually for an cxlendod perlod of lime (1 e., 15 to 20 years). Upon contract completion,

ommshlp of the assets is lranafcncd to the pubhc sector. Generally, BOT schenn,s arc for the

_ wh_olc system, rather than individual parts. These schemes provide incentives to improve overall

. operating efficiencics.’ In water supply, the buyer agrecs to purchase a minimum volime of water

" ata fixed price.
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(2) Governmment sells the assets

In this scheme, the government sells the asscts to the private sector. Private scetor companics
assume full responsibility for provision of services. Responsibility for provision of services is

usualty regutated by laws.

Examples of options for this scheme are trade sale, joint “venture, public floatation,

“management/employec buyout. -

a) Trade (or Private) Sale

“This option involves the sale of the cntire enterprise to a single bidder. Responsibility for service
provision and asset ownership is transferred to the private sector. This option is usually done
through competitive tender thereby increasing the chance of selling to a qualified investor with
sufficient financial resources and managcmeni skill to-rcs!r'uciure_ the company.' However, if
substantial restructuring is requir-ed, the price of the sale may bé low. There may be resislance to

selling the company to a forcign investor.

b) Joml Venture

Thc pr:valc secwr and the public authonly JOIII forces toforma separalc legal cnllly fhm, are mo

ways of sellmg up lhlS new joint vcnlure on¢ istodoit mdcpcndullly of the emslmg compamcs ‘
anmher is to sél up a'new subsuj]ary company hy c0nverlmg lhl, pubhc corporatmn Undcr this .
| altematwe (hb govemment dncs not need lo daspose of any of lhc cxlshng cqmty in lhc pubhc -
corporatlon Rathcr it wilt allow Ihc increase of equity by the pnvalc seclor lhus dllutmg the
government's equity to the desired ratio. Where the govcmmenl wants to mamlam contro} over the

operations of the joint venture, the public authority has to keep majority ownership.

©) Pﬁblic (or Stock) Flo_aialion

This oplio!n involves offcring the sale of sharcs of the COmpan); in the stock exchange. If handled
properly, it may bring the highest proceeds from the sale of the govemmem;sharcs. I also will
allow greater disposal of share ownership, mcludm;_, many domeslic mvustors However, unless
sufficient proceeds from the sale are assurud or credit financing is avaﬂahlc the costs of

restructuring may be prohibitive.
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d) Management/Employee Buyoul

This is effectively a trade sale to the public, basically to existing management and/or employces.
The purchase price is often funded through debt financing by the buyers with shares purchased as
collateral and with intcrest payménls to come from future cash flows, After the debt is fully paid,
the shares now freely held by employees of the company are often sold on the stock exchange.

Asset ownership is permancntly transferred to the private sector.

3.1.3 Options for Sewerage and Sanitation
(1) Independent Operations

The first two options discussed in this sub-scetion are for independent sewerage and sanitation
operations while the other three discussed in the next sub-section cover the possibility of transfer of

all or some of the sewerage and sanitation operations to other governmental agencics.

a) Independent Opevations from Walerworks (Oplldn 1))

~ This oplioﬁ is to retain the sewerage a'ndl sani’lalion operations in MWSS but to create an
ir;dépcndenl and separate nﬁcralfng unil; aparl from wﬁtér supply npcraliéns. The new se'wcr_ager
~and sanitation operat'ions wauld be headed by a Deputy Adminis!ralor'who reports directly to the
Admlmstralor or any other senior management excculwc with slatun. to secure aulonomy and

: :ndcpcndence on budgcl pcrsonnel and day lo- da) decmons for the scweragc opcra!mns

‘Since it mqﬁircsbﬁly a relatively minor organizational change with an approval by the DBM but

no legistative action, it is casy lo‘implemcn'l in the short term. Once it has been, a higher level of

autonomy. will be gained, supported by a separate sewerage and sanitation accounting system. Onc

major cencern of this option is that the low priority issue niay still remain due to the fact that
MWSS needs to COnCCnlra!e first on the cap:la! expans:on for waterw orks for the next 10 to 15
years. ‘In addnllcm implcmen!ahon of hlgh cost (‘apthl cvcpansmn of seweragb angd sanitation
system \xould be cxlrmwly difficult duc to lack of cash bencratcd from operations, the expected
lsi(ualinh as long .aé the GOP maintains a policy of full cost recavery for sewerage and sanitation

opcrations. This o'pli0n would at best be a short-term solution.

1V-74

L



b) New Public Enterprise Independent of MWSS (Option 2)

‘Fhis would disintegrate the scwerage and sanitation operations from' MWSS, to be placed under a

new public corporation for full independence and avtonomy from the DPWH.

However, the creation of such a corporation may be costly because the present size of operations
and number of employces in the sewcrage and sanitation system is relatively small (326 people) to

establish a critical mass to sustain its operations. Under this option, full autonomy and higher

“priority for sewerage and sanitation will be furlher assured but enactment of ncw laws or

amendment of existing ones would require lengthy leg:s!atwc action.

The sewerage and sanitation operations have distinctive characteristics that differ from the

waterworks operations; for example, engineering and O&M skills aré incompalible to those of the

waterworks, and it is difficult to apply commercial and competition principles due lo thc nature of
the operation being similar to public works, and to implement self-reliant operations with the full
- cost recovery principle. Those chara cteristics along with the future development and expansmn of

sewerage and sanilation operations will form its own unique corporate cullure that w:ll lead to the

ne/:cssny of making an independent organization of the sewerage and sanitation opuanons with full
aulonomy “Therefore, it is agreed that a comprehensive sewerage system is fo be developed in the
future, and that it is advisable nol to place sewerage and sanitation under the same umbrella with -

waterworks, but to' make this an independent entity.

T. (2) Transfer to Gover nmcntfl GUs

At prcscnl only 14 perccnl of lhe lotai MWSS service area is serv Ld by scm.ragc whnlc lhc rest has j
a sanitation S) stem only. Ducto thc naturc of both types of SCIVICL as explained abnw, lhen, would
be rcSnstancc to higher tariffs, “Accordingly, it will be exiremely difficult to opcmte the entire

systemi on a full cost recovery basis due to Vuy cwpmsw‘ infrastructure and operation, so a

subsidy from the national or local govermmm must be sou ght to parliy fi inance cu ncnt ﬂpcraimns

and future investment with Opuons 1 and 2, which calis for the possnblllly of consqdmng dnrect

* undertaking of this responsibility by a g(wcmmcntal orgamzahon

a) Transfer Sewerage a:nd Sanitatlen Qperations to DPWH or NiMDML.G_US. (Option 3)
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‘This option requires the transfer of the cntire sewerage and sanitation opcrations, covering both
waste watcr, and seplage collection and treatment, to the group in charge of the drainage systems in
DPWH or MMDA/LGUs which are now also responsible for gartbage disposal, Scwerage and
sanitation are national concerns because they affect the environment, Care in this area will benefit
both the present and future generations. The substantial cost of construction, operation and
maintenance should .be consideredd as social costs to be shared by the direct bcncficia'ries, ang
national and/or local governments. Under this option, only pastial costs might be recovered from

* customers while DPWH/MMDA/LGU shoutder the balance.

However, since sewerage and sanitation will just be additional burden on the staff and budget of
DPWH or MMDA, il may be given low priority, negating the purpose of the transfer.
Furthermore, their present budget be_a'rely covers their present requirements. 1t is doubtful that they

will spend part of their budget for sewerage and sanitation system if the operation is transferred

without a corresponding transfer of budgets from the national government. The financing for the,

separale sewerage and sanitalion operations would be a problem as long as the matter of full cost

recovery is not resolved. Another issue regarding the transfer of fult sewerage operations to

- DPWH is that a conflict of interest may arise bocaﬁsc it will be handling both regulatory and

~ implementation functions.

‘b Tlansfer Scweragc and Samlatlon Tlealment to DPWH and Scplage Colleclion to
MMDA!LGUS (Option 4).

. f hisg opt:on is to trapsfer sewerage and sanitation treatment Opera_lio_nsj 10 the drgxiriage section of
' DPWH and sep!agc COlICt.ll(}n opcralmns to MM DNLGUS ‘Onc advantage is to be abie to
combmc s:mllar opefatlons in the same agency: SCw crage and dramagc opcran()ns at DPWH and

septagt. and solid waste collecuons at MMDA/LGUs,

Bm_l; DPWH _:md MMDA/LGUs have their owni problems they have (o solve fitst, so adding waste

water colleélion tariffs and eavironmental charges would be an additional burden. Sewerage and

sanitation may not be assured of priority because of the problems mentioned in Option 3.

¢} Transfev Septage Collection (o MMDA/LGUs (Option 5)
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This option is to transfer seplage collection operations to MMDA/LGUs while MWSS retains
sewerage and seplage treatment operations. The advantage is that LGUs can mobilize residents’
participation in promoling saritation, health and hygienic programs among those who will dicectly

benefit,

To puisuc this option requires that MWSS negotiate individuatly with MMDA and all 1.GUs to
which the transfor will be made, a time consuniing procedure. - In addition, ‘collection of
environmental charges for sewerage and sanitation programs through MWSS would be difficult

when service is handled by LGUs.

Table 4.3.1 summarizes implementation methods, pros and cons and tariff coltection method on all

five oplions discussed above for comparison.

1v-71



uonEIodIos 211Qng MoN

SOOTVIWW 91 VOO0
28e3das Auo 137sURIY -

uduEal; 28eidos/aTeromas
-+ 10f su013eIsdo JOJSURL], ¢

w0y suoniesado uoTieITUes
pur 53esomos JASURL] &

01 Pa1eDTpop LoeIodIoD
atand ;MU 1A @

uotigtues . ofezomos
wapuadapu] 218230 »

i SO VAWK SOV SOOINVANKW 0 Hmdd. LOIRUNRL MIN/SSMN CoHOIOD
ﬂ_ SSMK HMIQ VIWNW 10 HMdd - voneIdioo ATIQNg-MON " UouSURL MON/SSMIA | uSUIEar],
; | o . R Pl uonEIUes
; SSMA | HALG VAW 0. Hadd uonirzodios arqnd AON UONOUR] MIN/SSAIN oTeIomag
ﬁ NOTVORWN I 997idsg | NOVYEINI o0 a3udag . DENTOD JORIIUGD
SSAMN 98TIoMag HMJAQ/SSMIN :98eramag FDTAIIS © UD DISEQ “‘SEMI A0S YO PISEQ ‘TSN SSMN | UeTRINO) FIEL
UOTIA0D o UO1DIT[00 D00 Ml € REal j
~98mdas sfeuvws 03 IIqeay « | oFesdas oFeurd 01 AN[IQEL] oysuoneaado RRIS 00T o | SUOHEIRdO UOTELIUES PUE
SoUEUAITE : SoUPUMLTEW $201n0501 JwotneSeuew saomosol wowsdewew | 9Teromos uo Auond MO 2507
TIED ISWOISTY JO VOTEMIGN( « | BIND IWOISHD JO UONEITIANC 2wos 3o uoneddng o ‘30 uoneardng] « AWIOUAINT [N} JOHIET & |
1 uonedored R ;
Sitaptsar yInony: swerdord B T
votedpiaed VONTIIUES JO UOUOWOL] @ $PTIEYD [EINIUUOIIALD Pl
SA2PIS YINOIT suoteiado uoTIEIUeS TONLITUES/2TLI2MIS UT ST0S ¥8e10mas 1937[00 01 ASTY =
UOIIBIITES JO LOTIOWOL] » 10 uonezIEnEaa e | defzoa0 Yor1ym suoneiado SSAN 3 520100503 01T
suoneiado suzisks afvureip WBULEDI) 2152M 2O 9ZeTrelp - - wowsSruew Funeys «
i UOTIEITUES JO UOLEZIENUI(] » M 9Teram0s JO UOTIRISoUY & | I20BM UTED IUw UOnTIENN] - Awouome (g FUUNIS » Aarouoine swos Sururen o
"HANQ AQ KIT[IDe] 0UTERL: R _
SSAN AQ AITIOES TUSWIRAN a3e1das 30 TOTONLSTOD - suoTreIodo UONEIIUES pUT aStrets TeuOnEZINRSI0
»3e1¢95 30 VOTDANISUOD) » SAOYT Yim uonenoFaN « | 2TeI0m0s Jo 2a5STER (M) 20] “uonereIodIon 107 U0 WHCT Aq [eaczdidy o
SNODTVAIWNIN JIISURX INJ 0] | SME!POISISII0 USHEIIPOW » |  JOLIBYD MOU JO JUIULOLUY « L susks
Ilm UOTIEROTON & | SME] POIR]NI JO UONIEDIIPO & T OSIISEM M CHMdT ) Fununosoe pue Junedpnq .
. UOUEIIUES JO] SOSTVAA 01 TOTRI00 STR9D 1P NOTVAWIN 16 | JO [o1U0d 10pun suoneiado yeedos JurysIqeIsy o PO
SmE] POIEIal JO UONEDITIDOI » | o8eidas pue-yim g o11ueld Hmdd 1o uonsag s¥eurmig - uoneIurs %9 98rIoms SSAN uIItm goneziuedio

uonruYws ey

NoUVINN
oy uonoates »feidog

NOTYIWN 0

SSAJA WOy 1epuadapu

SQOTVAINA Hm I 01 zonenues W»*O0O .
. ¥ ML O WSWIBDLYL HEIUES g ) ) \
01 U1 9¥eidog 1osuely UonEITuES oFeIomOS JOSTEIT 2 9%elamog 1ajsuRl . owﬂ&oém u:csh MIN wosy Eo.:w.ﬂuao wepuddopiy
§ uondo $ WOneOH g wondp Zuondg 1 uondg

adA1 //
| Svondor— >

é&bﬁﬂ

.

suonelad o noneimeg iy a3eramag Joy suond 1ErIlqel

1vV-78




3.2 Organizational Strengthening
3.2.% Strategles
(1) Decentralization

As a short-tern sirategy, the Operations and Customer Service Areas which requite daily routine
operations and immediate response to customers’ requests shall be scgregated from the
Adminisirator’s direct responsibitity and be placed under a newly created Chief Operating Officer
(COO} at the SDA fevel. This COO will be responsible also for internal coordination within
MWSS far matters involving both the Operations and Customer Service Areas. This would free

the Administrator from daily routine operations so that he can concentrate on matlers requiring

long-térm planning and implementation.

" Another shori-term strategy is that the sectoralization in the customer scrvice function shalt be fully

“implemented and formalized through a preparation of detailed manpower plans and negofiation

with the DBM for an approval on teansfer of personnel and budget "rcqlﬁremems. In addition a
study on how tomanagea se-tvicéisecmr including the degree of autdnbmy 1o be given, introduction
of the profit center concept and possible PSP options should be conducted and an action plan
developed. "The othe'r area that requires decenlralization is scwerage and sanitalion opetations,
which could form a semi-autonomaus mdcpendml opcrating unit to be newly crealcd from

watcrworks under the COO

e ln the long run, 1he Cuslomcr Sew:cc Arca and/or a service scclor may be ablc to gain gn,ah,r

autonomy and mdepcndcnoe ftom headquar(crs whllc thcy/nt assumc(s) more fmancnl

responsibility and arcfis held accountable for thic n,sulls of {)perauons.

('2} Empowerment

I order to alloviate a lengthy and slow decision making process due to involvement of teo many

decision makers and organizational red tape, powers afnd duties for the Ad ministrator, SDA, DAS;
department and division managers and section chiefs shall be redefined after a thorough review of
the MWSS bylaws, corresponding assignments and delegation of authority. The objective’is to

transfer areas that require day-to-day attention feom upper management {0 a lower hierarchy in the
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organization. Upper management will thus be frced from everyday routine work and problems Lo

devole more time {o iniportant managenient issues.

Furthermore, the powers and duties of operating units which will gain senti-autonomous status due
to the decemralization.sha!egy should be given {0 operation unit heads instead of being retained by
upper management. Bach DA, department manager, division manager or seclion chief who heads
"~ his or her own operaling unit should be dirccily accountable for the results of operations. In order
to measure the performance of each unit, standards (both qualitative and quantitative) should be
establishied tbgelher with an accountability system. In the area of the operation and customer
service functions, the posilion'o‘f COO should be created as discussed above, and the powars and
duties for mianaging day-to-day operations should be transfetred from the Administrator to the

- COO (or SDA} of Operations, responsible for resulls in that arena.

(3) Rightslzing

MWSS has béen reducing the number of regulaf and casual employees for the past several yéafs.
Bétﬁ*eén 1990 ahd 1994, the num.ber of employees was reduced b) 1,455 from 9,250 t0 7,795 (318
n,gular and 1, 137 casual). Ad]ustments in the size of orgamzahom will be continuous due (o
rationalization by information mchnology, conlraclmg out of no- mission activities and transfer of
CXCeSS personncl 1o strategically important fu nctions. MWSS will have tobe prepan,d for massm,

rcduchon in lhe number of casual cmployues espcma]lyr m thie Construction Managemenl Area, lf

 future water Source dwelopment prOJccls arce |mplementcd lhtough PSP such as BOT of similar

Schemes ' _1;-;.
Rcducuon in pusonnel wnll cone mamly lhrough atlmlon 01‘ casual employees, natural rehrcment
and transfer of employees Lo the privale scctor Ihrough contracling out activilics, e. g. meter
reading, leak xepair and vehicle maintenance. Rightsizing requires a long-term manpower plan and
- strategy oﬁ how to deal w_iih employées and managers who will be affected. * Voluntary early
" retirement should be the ljasl resorl in testructuring, One of the ideds for dealing with managers and
| c}ﬂplﬁyccs;whog,e jobs will be affected by PSP is for MWSS to assist them in forfniﬁg cooperatives
“andto give exclusive contracts to these cooperatives as a safely net for termination of employment.
Another idca is for MWSS to negotiate the lransfet of employees who have appropriate skills and

are qualificd for jobs in private companies to whom service contracts are awarded. As a parallel
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move to PSP, MWSS may need to establish an outplacement service function in the human

resouice management area to assist employecs affected by reorganization and PSP.

As a long-term: strategy, MWSS should aim to make ils operations much more efticient by
continuously increasing employee productivily as the number of populatibn served and service
connections will grow significantly, in the water supply sector, the number of employces per 1,600
connections is often used as a benchmark to measure cfficiency of opcgalions: The number of
cmployecs per 1000 cormections of MWSS as of December, 1994 was 9.4, comparing unfavorably
with such cities in Asia as Bangk'ok (5.5) énd Kuala Lumpur (2.5), 'exccpt for Jakatta '(1.0.'2),

although this information has to be considered in relation Lo the stage of water utilities.
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33 Opefaliona[ Sivengthening
3.1 Common Methodologies
(1) General

MWSS may apply the following common approaches to various funclional arcas in order to

improve and enhance its operational efficiency:

- Approach 1 - Re-engineering: Streamlining slrdtegy, organiz.é!ion, procedures, information

systems and human resources through redesign _fmd restrucluring of operations in various

functional ateas based on a re—enginecrihg melhodolbgy

“Approach 2 - Service Contract: Contracting out to the private sector non-mission but critical and

© labor-intensive routine work based on a setvice contract.

'Appl oach 3 - Management Contract: Acqumng advanced chhnology and mana gcmcnl skills for -

.Spc’c:hc operations through a managcmem conlracl ‘with prw'ltc compames lhal have ulensw»

experience in these fields. |

(2) Re-engineering
a) Objeclive _

The Objc(‘ll\c of re- engmucrmg isto makc the cuslmg operauons morc eft“ cuenl Ru engmecnng,\

alsn called busmcss Process re- cngmcumg or BPR for shon is a melhodolog} of change :

management that was ongmally developed in thc United Stales and has Spl’(&d lo Europe and Asia

during the last several years. In gencral, BPR is dcﬁned as follows:
“With customer (bath internal and utcrnal) satisfaction as its prlmary goal, BPR aims o
_reconstruct the busmess pmc:,ss from zero ban, by focuswg onthe four main pomis of scrvnc»,

quahly, spc;d and cost and thus eslabllsh a compelitive advautagc

h) Approach
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The re-enginecring approach first identifics business processes for specific operations (o be re-

restructured and then processes are reviewed, redesigned and reconstructed through removal of no

value or low value added activities, duplication of work and walls or barricrs that lic beiween

functions or depattments to stccamline the operations. BPR requires restructuring six key elements

of operations covering strategy, organization, procedurcs, information system, human resources

and performance measurement.

Re-cngineering requires three phases as follows:

Phase I - Opportunity Assessment

1.

Analyze external environment surrounding specific operations and internal resources and
capability '

Defing internal and exiernal customers of operations and measurement indicators of

'customer satlsfacllon

Identify existing planning, core and supporting busmcss processcs

: 'Anaiyzc issues and problems on the existing business processes and activities performicd in

each of them and identify opporlunity areas for improvement '

Establish key goals and targets for improvement and strategics to attain therm

Phase 11 - Solution Dcvelop nent

R

o

? Com.plual:zc busmess ptmws modeis

7- C}anfy 0pporlumly arcas for mxpmvemcni using nodels

1 chmp and pnonhz&, allcmalwe solunons "

i lntegralc solunons 1o lhc crnshng ovuall rnanag:.mem planning and contml systcm

‘ Rcd\,ssgn business process based on selected soluhons

Redz,sagn new organization and information sy stem and ide enlify réquired skills te supporl

new business proccsscs ‘

' Develop implementation plan of new business process

Phase IH - Implementation

1.

2

3.

Develop new standard operating (SOP) procedure manuals
Develop or modify information systems that support new busmess processcs

Re-assign or transfer personnel based on new organization and activitics 1o be performed
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4. Train personnel on new organizational set-up, business flow, information systems and
required skills to perform activities
5. Monilor progress of implementation and adjust business processes and activities.

(3) Service Contracl

a) Objective

tn order 1o provide'cfﬁcicn'l service (o customers, MWSS may be able to delegate responsibilitics

for specific services 1o a private individual or firm based on a service contract. ‘The key advantage
- of this form of contracting-out arises from the reduction in cost achieved by competitive tendering,
Service contracts are usually most suitable \#here the service can be clearly defined in the contract,
the level of demand is reasonably cerlain and the qu allly of service can be monitored easily. Areas
where service contracts may be applied in MWSS arc mc!cr reading, billing and collccilon teak

rcpair, seplage collection and vehicle leasmg

~b) Approach

Scrvice éoniracis fequi:rc'litlle or 1o fixcd ilivcstmént on the part of the private firm, and'for this
.n.ason the conlract period can bc short (1 ta 2 )t,ars) subjecting contractors Io more frequcnl
-competition, and climinaling the need for complicated fee adjusiment proc«.dun,s In the MWSS

scrvice area, several conlracts can be tendered with different firms to deliver the same type of

service in d:fferenl districts. For example, in the case of meter readmg, a service scctor (‘ould be

“divided mio several blocks and cach block can be Iendered This enablcs MWSS to compan cosls :

and pcrfonmam'u on an on gomg basis and sus!am competmon MWSS may eneourags, ns'
:emprnyeys o leavc the company and form cooperalwes or private firms that would bid for servncc‘

contracls.

" The efficiency of service providers depends to a large extent on their reedom to make ma nagerial
dcpiéions that’ affect their costs, and pirod'u'cliviiy‘,‘ such ‘as those ddaling wilh staff and the
procurément of inputs. Service confractors n0n1:1ally.use their own staff and thus have full conteo)
over hiring and firing: Depc’nding on the terms of the contracl, they may or may nol procure the
inputs required fo carry out the coh!riaclcd functions. If the firm maintains an inventory, it will have
greater autononiy and control over outputs. But in the Philippines, access ta working capital for

small cnle-rpriscs'is lintited, and in some cascs, bulk procurement of inputs by MWSS might be
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more advantageous, ¢.g., meter reading machines for meter reading, supply materials for leak

repair, and desludging vacuum cars for septage collections.

‘Fhe public bidding for service contracts will be performed in the same manner as the cxisting

procurement mode and procedure.

(4) Management Contract

a) Ob]eclue

In order to improve cerlain operations, such as mamtenancfo and logistics, construction prOJCCl and
sexvice sector management, MWSS can enter inlo contract with a private managemeat company,
likely a foreign firm. The management contract is increasingly viewed as an effective altcrnative to
direél investment for the transfer of corporate organizational and technical capabililics to LDC’s.
Management contracts have beéen defined as “arrangement(s) by which a foreign firm performs
. managerial functions for a local enterprise in \\?hich it has no ownership inleres!s. The firm
- generally provtdes such services for a fixed period of time, usuallyr three to five years wnh renewal

opuon in return for compcnsauon spcc:Fed in the agreement.

"It is noted that under this kind coniract, the: management company's reward is not an

‘entrepreneurial on for risks taken but a managetial onc for services rendered.

: b) Appmaeh :

'lhe aim of the conlncl IS to iransmn the conlrauor 3 corporale C‘CPCIIISC to the cmpIO)c»,s nf 3
MWSS 5o that over ilme itis able torun the mamtcnanc» and ]oglshcs operauons of its own accord
-ldcaliy, during the course of the defined conteact pmod the Managcr s serviess will become
unnecessary because, by its direet efforts and prcse.nce, MWSS managcrial capability will have

- improyed to a point at which authority can be handed over to MWSS staff.
This goal should be éxplicilly spelied out inthe management conlract by terms which prcséribé in

 vatying degrees the measures which the Manager is (o take 10 work towatds absorbing trained

MWSS ¢émployees into all phases of the maintenance and logistics administration, -
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The Manager will deploy a whole range of skills and resources in order to carry oul its assigned
contractual funclions. These include persannel, technical procedures and procésses as well as what

has become known as its “corporate capabilitics.”

The human resources, or.persmmcl, provided by the management contractor consists of ficld stafT,
working directly on the on-site operations throughout the contract period, and temporary staff,
availablé at the home company headquarters for support to the operation site on a need basis. !ﬁ
addition, the management firm directors will be supervising the assignment as a whole and will do
so both from the corporate headquarters as well as by visiling the site from time to time. Besides,
the management company provides certain logistic back-up functions supportimig field staft

“opeiations.

Since the primary objective of the contract is to enable MWSS personnel to operate functions onits
own, it can be expected that the scope of the Manager's dutics under the contract will be gradually
reduccd as the capabilitics of MWSS employees increase. Similarly, the nu mbei of expatriale staff

members will likely _(lim_in.ish during the contract period as trained locals beconte available.

The actual extent of the Manager™s control will &epend on the scope of its assigned duties as well as
on the degree of the authority ex plicftl} reserved to MWSS under the contract. THat control is nol
solely a matter of contractual wording. It may'alsb déﬁchd upon such factors as. the} contractor’s -
rcpufati01i, image and i;ac:k .rccord,' MWSS’s perceplions 61‘ these and also thie ﬁncer‘larinlic.s‘ of

GOP’s actions.

. The managgmmt company wxll bc remunetatcd for its scrvnc»s to the project accordmg to onc ora

combmanon of the fo]lowmg

» - Fixed fee for cach componcn{ of the contract |

s Fees based on Ihe man- hours logng by compmy personnel -

. :Conhngcnl fws based on proﬁs cammgs feventes, or valuc added lf ass:gncd
"‘ fu nctions are treated as a profi it center o measurablc performance indicators can be
 ostablished

"o Fees for the procurement of cquipment or materials, expressed as a percentage of cost.
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The Manager will be compensated for its field staff services as well as for the back-up services it
cxtends from company headquarlers. Compensaliﬁn for ficld work is bascd on direct salary costs
plus an administration charge for ahy indirect costs. Payment is often made in a lump sunt per
month, week or hour of work and will include both direet and indircet costs. Alternatively, the ficld

staff might be grouped into several categorics and a lump sum rate set for the personned in cach

- group,

The management company will be selected through public bidding based on the following process:

Development of Request for Expressions of Interest (REN)
Announcement of REI on international newspapers
Evaluation of REl and short lisling

Preparing bidding documents .

Submission of bids

Qpening and evaluation of bids

I U A A o

Contract ncgotiatiens and award.

3.3.2 Cerporate Planning

)] Corpbrﬁte Planning Process

The folkowing _ch'a'rl dcpicté the overview of the prdpcse;! ma:na'ge.mcm_ p!annihg and co‘mr‘ol;cyclc.
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S - —— OO NS RN
—Stakeholders
Users (Residents, Eaterprises, Public Services), International Leading Agencuesﬂo;al
Related Government Agencies, Labor Unions & Employee Associations, Coniractors &
Upper and Middle Management ) )
Exteenal Environment [ Corporate Mission Internal Capabilities
~~»| Public Duties | Entecpiise Efficiency [t
Administration Management Resources
- National Dev. Policies E e — - Haoman Resources
- Sector Policies and Plan Corporate Yision S - Facilities
Laws & Repulations |- Water Supply, Sewerage & Sanitation ] - Funds
Sovial & Founomic - Orpanizational & Functional Visions - Informition
Conditions -t Planning Capability
- Macrocconomy [~ PN - Management Planning
- Egonomic Trends . _Corporalg Objectives and Goals « Project Planning
- Population . L -Direclions - Operating Goals: —1{ Management Capability
- Public Health and Safety -Policies . _{ - Financial Goals - Management Control
- Environment Long-term Corporate Strategies - Personnel Management
Technolopy __Oveaall Corporate Strategics - Budgeting & l-manc:al
- Eng. & Constroction Business Area] Fundional/Organization Conlro
- Material QC _ Water Supply | Fng. & Const., Finance,  Project Management
- Water QC e » Sewerage & | O&M, IR Development, o5 O&M, Logistics
- Info. Technology Sanitation Customer Service - Administration
Pohucal Condltions lntegrated Long- term Corporate Plan - Information Control
T Mid-term Corporat; Ei_o;ls & Strategies| T T Y N
[“lfn:'ra Sl)e\ellop I’m]ecl Plans . Functional glanf (Cgrc }gzgss) Fune, Plans (Support Fune. y
l ater Supply ‘ Jng‘g s B N e HR - | Finance - IAdmm J
e _ . 8 - Servi L e
oo oo Mid-term Comporate (Roflmg) Plan foe
§o T | Anavel Corporate Goals & Sirategies. | T 0 ¥

Annual Plans and Budget (Core Business " Anaval Plans/Budgel
"Engg | Const. | O& M T Customer] . [iw ‘ Financc J Admin
: “| Service | O I
S . 4 ] .

Water Suppl) Sewerage &

} Annial Pioieet Plans u
1 Samlallcn B

{ Lxecunon ol Hans and Budgeg [ - Lxecuuon of Plans and Budget ; J [l.\ELUtl()ﬂ of Plans & Budge] :

R N R i W

l Momlonng and Lva!ualmn J I Monitoring and I} valuahon(l uncuomj [ Momiormg and Lva‘luanmj
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‘Fggure_ 4.3.7 Prop'o;ed_ Pianning & Contrel Cycle'

- a) Long-term Covporate Planning Piocess

The long-term management planning process shall begin with a sludy'of the external environment
and internal capability and a review of corporate mission. Based on the study, a corporate vision

- will evolve. Then, national and sector development plans shall be studied in order 1o transtate the
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national and seclor policies, goals and strategies into MWSS corporate direetions and goals, toturn
into corporate strategies. The cotporate directions and goals shall be further translated and
bro‘ken-doWﬁ into directions and goals at the functional level, and then functionél steategies shall be
developed by the task force. The corporate and functional goals and strategies shall be reviewed by
the Executive Committee and approved by the Board of Trustecs. The corporate plan shall thenbe

distributed to each functional area and to department and division managers.

Based on the functional dfrections, goals and strategies, the functional long-term managemenl plan,
including resource requircments, time table, risk assessment, ¢le., shall be formulated. At the same
time, individual long-term project plans such as capital expansion projects, scrvice delivery
programs and institutional slrcngihening plans shall be reviewed for possible revision. As a final
step in this planning process, the results of studies and plans shall be integrated into the long-term

corporate plan which includes the following items:

¢ Results of study on external environment and infernal c;apébilily'
s  Corporate nnis§ion, vision, direction, gba’ls and strategies |
s 'Capilal expansion plans, setvice_dclivcry ;irogtams and instilutional slf_chglhcning
prdgrams ‘ _ ‘ ' :
_ e ' Functional management plins supporied by action plans

»  Corporate resource requirement plans {manpower and financial plans)

b) Vledmm ter m Corporale Pianning Process

Mcdmm term corporate planmng process ﬁ)llows a!mosl the samo SleS as lhc long Icrm corporam

plannmg proa.ss except the followmg

¢ Astudy onexternal environment anid inlertial.capabiiily \.viil be carric:d out to identify
deviations from those uscd as a base for the long-term plan. | |

e Corporate and functional goals and slralcgieé will be reviewed for adjustment dueto

 changes in externat and internal conditions. S .

e ~More delailed functional plans supporled by achon plans wnll be devdo;:cd

' ) Short-term Corporate Planning and Budget Process.
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The short-teim corporate planning and budget process shall begin with a review of the medium-
ierm corporate plans and the current year short-term corporate plan being implemented.  Major
changes in the external enviranment and internal capabitity shall be identified, and oo'rporétc goals
and targets for the ensuing year shall be established by the task force. The corporate goals and
targets shall then be broken down into functional goals and targets and, based on them , functional
plans developed by cach functional unit. Then the process will follaw the budget call to develap a

corporaie budget.  As a final step of the short-term corporate planning and budget process, a

short-lerm corporate plan shall be developed. This will include overall corpomfe, functionat and

project action plans and corporate budget.

d) Implementalion Process

Upon a_pprox;al of the shert-tern corporafc plan along with the budget, this plan shail be
: implemen!ed by cach fu nc!iOnal unit or project team, and its progress reported periodically by cach
. - functional unit or project team to PMED using progress (accomphshmcnl) rcporls ‘The FCBD

 shall also momlor the cxccullon of the budget.

‘e) Monitoring and Evalualiﬁn Process

Bascd on the progréss reporls, PMED shall then cdm;;_i!é the performance monitor report combined
with the budgét and financial result data, The monitor report shall then be submitted to the task
force for evalvation of corporatc and funcuonal pcrformance and to make rcco:lmlcndatmns on

what actions upper managcmcnt and each functional area should take.

] ’l‘hbfo!lowihg chart shows a "gcﬁcria_l:ﬂc‘:w of the to?p(}réle:plan}iiﬁg and control !procCss: '
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'Figm-e 4.3.8 Propesed Planning and Control Process

(2) Performance Measurement

In order to evaluate aclivities and performance, MWSS should set pcrfmman(\, mcasurenwnts al

various levels, integrating the measures into the corporate pla ns during the planning proccss based

on the corporatc and fenctional goals and strategies.,

"a) Performance Measures

 MWSS should cstablish the following four lcvc_ls:

. Macgo Mc’ashrés focuses on how the orgamzatwn is perccwed by oulsuic S!HkbhOIdEIS and

. how it is posﬂmncd relative to its cxlcrnal cnvnonmcni

. Corgora;g Measures focuses on OIgamzalmnal effeciwmcss and operahonal Lfﬂr;cncy

» ' Functional Measures focuscs o functional effectiveness and operahonal efficiency.

¢ Specific Measures focuses on achlevmg output ObjCChV'BS and meeting requlrcmenls on

specific activities.

b)'PropOSed Performance Measures

The performance measures should consist of opera'l'ing and financial measures. The next table lists |

some by level and area:
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_ Table 4.3.2 Propose¢d Performance Measures

1vel

Area

Performance Measures

Macro Measures

Water Supply

Population served

Total distribution pipe leagth
Water consumption per capita
Average tanff per household
Supply capacily

Sewerage & Sanitation

Population seaved
Tolal sewer line leagth
Total treafment capacity

Corporate Measures '

Water Supply

Number of service connections
NRW ratio . _
Numiber of employees per 1000 conneclions:

Sewerage & Sanitation

Number of sewer connedlions’
Number of septage collections

Functional Measures

Engineering/ Construdion

Project completion ralio
Executed capital budget amount

OXM (Water)

Annual water distributed
Unit production cost
Water guality

0&M (S&8)

Annpal wasiewaler teeated
Annual s¢plage treated

Customér Service

Waler service installalion
NRW ratio/Billing efficiency |
Billing month

Nuniber of customer complaints

Finance/Administealion

Seaff ratio against ¢ore functions

S_peciﬁc Measures

Engineering/ Construction

Pressure and leakage testing passed
Construction accomplished

0&M

Chemicals consunied

Number of machine matfunclions
Number of repaiss performed
Sewer installation

Customer Service

Application processing
Clesing and reconnection

Finance/Administzation

Nuniber of bids processed
Number of claims processed -
Number of teaining sessions held |

Financial Measures :

Profitabitity

Profil ratio

Operating expensé ratio
Total asset turnover '
Return on equity |

Rate of return

Liquidity and Financial Capacity

Current ratio

Debt ratio

Long-term assets to /1 funds ratio
Debt service ratio

Growth

Total assets

Fixed assels .
Long-term loans
Operaling 1evenue
Operating expenses
Nel income
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3.4 Study on Human Resources
3.4.1 Headcount Projection
(1) Assumptions

The Study Team based the projection of the number of employces and contractors on (he following
assumptions: Most employee or contractor performance parameters used were oblained from
various operating units. Some arbitrary assumptions, however, were made using the Study Team’s

professional judgment due to difficully in getting precise information or Jack of reliable data.

ay Overall

The table below represents key service paramgelers to project manpower requirements:

Table 4.3.3 Service Paramcters

Description \ Year " Present 2000 2005 2010 2015
Sewicc Connections 799,000 1,063,000 1,549,000 | 2,092,000 2,331.00(}
Septage Tanks Desludging 50,000 103,420 ‘103,420 188580 188,580

' Source Semce Conceciions - MWSS Master Plan, Seplage’lanics MSSP developed by IBRD.

* General contributing factors for reductions in hcadcount throughout the MWSS or ganization are

assumed as follows:

. 'Oper‘ati:onéal ‘i'mpr;m'ren.ncr‘xl throﬂgh in_iijémcﬁtalion of ISP and _ CM'_P and ‘removal of
~ overlapping posulons S ’ = -

‘. Contracting out routing opcrallons such as meter rcadmg, bill collecuon lcak repair and

desludging ' '

e General improvement of productivity

'b) Covporate Staff Fuhctions_aﬁd{M[S

Comﬂrah, staff fupction -

e The number of employecs w:ll be increased by S pm&ssnonal staff cvcry S ytars for the
purpose of eahancing its corporate planning capability.
e Positions for casual employees will be gradually decreased or 'replaccd by regular

employees as the number of construction projects diminishes.
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-MIS function

e The number of employecs will decrease by 66 people by the year 2000 through the

implementation of 1SP, climinating the Input Machine Operation and the Billing and Dala

Control Sections. These functions will be transferred to the user offices.

©) Engineering Area

¢ Roles and responsibilitics will shift from infrastmc_luré development to rehabilitation of
facilities, restoration of deteriorated  disteibution pipiﬁg network, 'reseafch and
development of construction malerials.and treatment technology, and water qualily
control.

s The number of regutar employees will diminish at the rate of § peicent every 5 years
through gmeral ciforts. | . | _

¢  Casual employecs will be pm!cd and assigued 16 new projects or oth\,r ad hoc tasks after

| completion of the cxisting projects and will be reduced al the rate of 10 percent every 5

~* years through general efforts.

fd)‘_ Construction Area S ' ’ ' S = §
s The number of rcguléf émplo'yecs will decrease at the rate of S percent every ﬁve years
“until the )wr 2005 lhrough operanonal 1mpmvunenl and 10 percent evcry 5 )ca:s from X
- the year 2006 lo Ihc year 2015 due lo dlmlmshmg conslruciton work ;

e “The total number of casual Cmp]O}EﬂS is pro;ectcd based on the followmg schedule of

: conslructmn plﬂj&.(‘ls
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Table 4.3.4

Number of Casual Construction Workers

_ Project Period 1994 2000 2005 2010 2015 | Remarks
MMWDP  |Compid“9s /| 284 0 0 0 0
MWSP [If  |Ta 2005 20 150 0 0 0
AWSOPTl  |To1998 23, 0 0 0 0

MWSRP { Compl'd ‘93 581 0 0 0 Of Telemetry/Secloss

MWSRP I |[Compl'd ‘95 656 0 0 0 0| Docomentation
AWSOP1  [Completed 29 0 0 0 0
AWSOP I - [1996 to 1998 37 0 0 0 0
MSWDP To 1998 30 o 0 0 0|
RPWSIP To 2002 0 S0 0 0 0
UATP 1995 (o 1998 0 0 0 0 0
MRWDNP  [1995 to 2007 0 500 500 0 0
fmsse [1996 102008 0o 150 100 0 0
LEP/Rest TF 79 200 300 300 300
Total 1,839 1,070 900 300 300

) Operations Area

- Walerworks
L Coruplellon of UATP in 1998 and MWS‘P lll in 2005 will necessitate an increase of 60 and
110 regular employees, respectively, for operalions _and mam_tenaucc of new water
sourc;:s treatment plants and .pum.pihg stations.
» - The number of tegular empi()) ¢es will be decreased at the rah, of § pcrccnl every 5 )cars ;
1hmugh gcncral efforts. o '_
e The number of casu aI employccs w111 be reduced at the rate of 10 perccm cvery 5 yuars 3

ihtough cfforls of opcratlonal 1mpr0\cmcm

Scwua,qc and samlatmu

* The number of regular employees will decrease at lh\, rate of 5 pcrcent every 5 years
-~ through general efforts. '

¢ Operation and maintenance of sep!agt, lualmmt p1ants will roqum, lhc fo!lowmg numbcr

‘of personnel: -
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Fable 4.3.5 Number of Personnel for Septage Treatment

Description Present | 2000 | 2005 | 2010 | 2005
Barging slalions -0 20
Dagat Dagatan STP 0 20 30 30 30
Quezon City STP 0 30 50 50
Taguig STP o 30 30 30
Las Pifias STP 0 30 30
___Tetal 0 40 90 140 140

e Septage collection activity will be contracted out; the Lreiquired number of personnel is

calculated based on the following formula:

Total geplié tanks 1o bie desludged per year

254 working days a year

o Exisling regular emplbyees for desludgiﬁg will be retained in MWSS for emetgency

desludging operalions.

¢ The number of castal employees in the Scwerage and Sanitation Area will be reduced al

x 5 seplic tanks a day x 5 people per crew

therate of 10 pcrcciil t:ve.ry 5 years through operational imprqvcmehl.'

f) Customer Service Area

The next lable shows a summary of headcount in the Customer Service Area:
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Table 4.3.6 Customer Service Area Personnet

_ Description Present | 2000 2005 | 2010 2015
Regular employees: '

Branch personncl ' 680 786 997 Li71| L1378

Meter reading 199 99 0 0 0

Secvice connection 30 52 96 107 145

Meter replacement 118 140 188 267 369

Sector/other personnel 649 | - 649 649 649 649
Subtotal 1616 Lme| 1930 21931 2541
Casual employees - :

Leak repair 737 590 472 377|301
Contractors: '

Meler reading 0 184 413 558 755

Bill collection 285 379 552 745 | - 1,008

Leak repair 373| - 460 58|  s42 486
Subtotal 658 1,023| 1,543| (3845|2249

_ Tolal 3,071 33391  3945] 4415|5091

Branch personnal

» The efficiency (number of connecnons per staff) of beanch n,gular cmp]oyees (presemly '

© 680 people) will improve at the rate of 15 percent every 5 years. : '
¢ The currént totat number of regular cniployees in the Cuslomer Service Area except
o bran-:h offices w:!l be mamiamcﬂ because rcducllons due to opcrational 1mprov;mcnl will-

bc offsu by lhe reqmremcms of mcreased lransact lon volu me.

M dmg ‘ . :
Mctet rcadmg aclwny w1ll be gradua’lly oontraclcd oul and the’ requm,d numbcr of

personnel is calculated based on the following fornuia:

Total service conncctrons
————— x 150 meters a day per person

25 working days a monlh

Bill col lchlion

o Al bill collection activities will be contracted out and the requisite personnel is calcutated
basecd on the following formula:

Total service connections .
- - x 108 coliections a day per contractor
26 working days a month S
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Service connection

o The required numbet of employees is calculated as follows:

Annual new service mnnectlons
s Tt x4 maeess a day per person
254 workmg (Ia)s a year

Meler replacement

s The required number of meter replacements is caleulated as follows:

- Meters will be replaced every 7 years (60% of total connections in the previous period
and 40% of total connections in the period before last)

- 254 waorking days per year and 4 meters per day per person

Leak rcpair work

« The required number is calculated based on the following factors:

1 leak : . ‘
ﬁ‘-‘-rlq-a——ir—?pi—i}-r?--' 1.5 leak repair a day x5 pé(}p!e per ciew
_ 254 working days a )car ) : '

¢ - Leak repair 'work will gradually decrease after the year 2008 when MRWDNP is’
com plc!ed o o
e Cas'ual cmplo)'e_es'wi!l be reduced at lﬁc raltc of 20 percent every S years and any overflow

‘of !éak tepair work will be contracted out. - |

4] Pman(‘o and Admimstratmn Areas - ‘

. 'The number of regular Cmpm;,ces will be dccreascd at the rate of 5 pcrcen! cvery S }ears
4thr<mgh gcneral efforts. ' ' L

" e Paositions for casual employoes in thesc arcas wxll be d«.creascd or mpiacxd gradually by -

regular C-mplO) s, as the number of conslruchon pmjccls diminishes.

© 3.4.2" Skill Requivement

- The following table shows ncccs'sé'ryiskii_l's and capabilitics by function and degree of skill
* requiremients! that should be the basis’ for the development of a human resource development

© sleategy:
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"Table 4,3.7 Necessary Skills by Funcilonal Avea

343 1luman Resource Management :

(1) Enhancement of Motivation

Function and Necessary Skills Range Manager | Engincer | Operator | Sup. staff. |
Corporate Staff

1. Corporate planning Shorl-term High High N/A High

2. Coordination Mid-term High Medium N/A N/A

3. Data collection/research Short-term Medium | Medium N/A High -

4. Forecasting Shot-term High High N/A Low

5. Monitoring & evaluation Mid-term High Mediom N/A High
tnfrastructure Development

1. Project idenlification Shori-term | High | High NA | NA

2. Fcasibiliﬁy study Short-term High ' }!igh N/A Medivm
3. Standardization Long-term | High High NA | NA

- 4, Quality cenlrol/lab. lesl Shorl-term High High Medium N/A

5. Research & development  |Mid-term Medium High N/A N/A
Operations and Maintenance

1. Network management Short-term High High High N/A

2. Preventive maintenance Mid-teem High _ High . | = High N/A

3. Mainlenance Jogistics - Short-term High Medivm | Mediunt | Medium

4. Job order conteol Shol-teeni High Meédium High High
Customer Services ' '

1. Planning and management |Mid-term Bigh N/A N/A Medivm
2. ISPfend user eompuling Short-term | High'g CN/A "High ' | High

3. Confractor managcmcnl: Mid-term High : : High CNIA ' ‘High
4. Leak delection & repalr ~ |Short-term | Medium | High | Migh | Low
Finance and Adrinistration C ‘ . o s

j.1SPfénd user computing  |Short-term | High | N/A N/A High

2. Functional planaing Short-term High N/A N/A High

3. Opcralionsimpmvement‘ | Mid-term High “NA - N/A High

Although motivated managers and employeces are in abundance in MWSS, there is evidence 0f low

morale in some emplayecs as follows:

o Lengthy chatling among collcagu'csl that has nothing to do Wit_h work

»  Constant cating during work

e Lining up in front of the time clock minutes before 5 o*clock

«  Poor punctuality
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e Playing loud music at the work place

They appear to be caused mainly by:

« A notion that they are underpaid
e Limited opporluuiiieé for promotion
s Lack of role models

»  Insufficient atlention given to staff cmployees by managers

1t gocs without saying that the four fundamentat faclors making up business are people, materials,
money and information, but ne doubt the human clement in a successful business is always well
laken care of. Sinceas a GOCC MWSS does not have thetiberty in fixing its own safary table and

' the promotion scheme based on seniority may'nol be éhanged immediately, it is very difficult to

motivale employées with cash incentives. Ther’efor_é, MWSS should strive to enhance motivation

" and loyalty through non-cash incentives such as supervisors showing constant altention towards
stalf employees, adoption of a “mentor” syslem that will help design individual career paths and

~ encouragement of a sole model image among management, in addition to others discussed below.

As a trivial suggestion, since it appears that the recent introduction of uniforms for female workers

has contributed to enhanced work ethics to some degree; why nat do the same with male workers?
Workmg ina very casual alure lakcjcans and T-shirts Cn,rtamly docs not result in an ideal working

_'alnmsphcrc Thc Study Tcam has obsenmd lhat msplrcd cmpfoyu:s of olhcr companlcs in the

;Phlllppmes are working in a more strmgcm workmg envnmnmem Aﬂcr all, a corporatc culture'

‘musi changc from the bouom up

) Job Ratation

Ofﬁc»rs and execulives are occaswnaliy transferred to other umls while lower rank personnel are
sometimes relocated for purposcs of internat coniml Other lhan lhesc there are very few transfers
of personnel from their ongmal units. Wh:lc :l isa gocd pohcy to kt:«,p cmpl(\)ces at their original
jobs for some time to achieve pmi" c1ency, there are merits to 30b rolation such as lowering invisible
walls dividing operating units, improving in!er-dapanm_cntal‘ communication and transferting

skills.
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This could be achieved by planned periodic transfers of personnel from their original jobs to ether
more challenging ones. Tt may be done when it becomes routing to an MWSS employee thus
providing litlfe stimutation. This sleategy will give them chances to experience handling'more
demanding jobs, thus resulting in technology transfer within MWSS. For managers, retation will
provide opportunities (o get more cxperience in taking care of multiple divisions andfor

departments.

(3) Review of Position Titles, Job Descriptions and Qualification Standards

Each posmon title is aligned to and matches each of the 32 salary grades in MWSS and, in tuen, is
given a specific job descnphon and qualification. Because of smnlanhes in each of the latter, lltllc '
difference separates onc from another ‘within either calegory While this strict delincation of
employee responsibilities is helpful in assessmg whether accomplishment is in accordancc withjob

description, it scems difficult for supcrvnsors to deploy their staff on ass:gnments not 3pel ted out in

' lhe description. Situations like employces’ absences ot unforeseen workloads require ﬂemb:hty in

assignments, 50 the supcrwsor should have the power to give addmﬂnal or new tasks or to make

reassignments even if |hesc de not conform strictly to the original descri pl ions.

It is therefore suggpsted that one pnsmo:\ title cover sevcral n,'latcd tasks and be ie- ahgmd to a

- group nf salary grades (c 2, Senior Accounimg Clerk in p‘lac-u, of Accountmg Clerk 1, Accoummg'
;Clerk 2 elc) The correspondmg descnphon and quahﬁcanon for such a tile should also be -
_expandod CSpeaally for arcas mos! emp!oyu:s can perform wnhm a couple of months’ X pcmnc\, ’

Ini this mannet, workcrs wuh expandcd titles and JDb dcscnpuons could be asagnod to morc taskc; .—

(4) Setting High Goals

'Managus and su pervisors shoulcl be ab!e to gauge lhb capability of their subordmates in dw:dmg.

whether and when to give biggér cha!lenges or set hi ghcr largels, so those capable should be givén
chanccs fo prove ‘lhcw worth, - This is one cffective way of motwatmg cmploycx,s "When
implemented, there should be periodic assessments of performance with rcgarcls to the additional

responsibility or higher targets.
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However, present job descriptions are so narrowly defined that giving additional responsibility may
not be casy. They should be flexible so the span of activities for cach employee is enlarged and

mManagers ¢an rearrange assignments easily.

3.4.4 Human Resource Development (HRD)
{1} ISP/CMP Linplications

In the ncar future job processes, .cspccially administrélivc work, will dramatically change and
possibly decrease with the full implementation of ISP, whereas CMP will achieve proper allocation
of organizational capacity and persornel.  This will create issues of deploying unnecessary
personnel now doing. jobs requiring less people. Even at this carly date, there should be a plan in
place to assist those displaced from their present work through reteaining for new jobs and
- processes, thus developing them as new human resources. In addition, the ones remaining in their
| curr;am positions should also be retrained since there will be new automated data processing to
replice the existing manual intensive system. So as to assist the embloyws with jobs affeéled by

ISP implementaticn, CMP has proposed to retrain users to operate the new system.

(2) Education and Training Progfanis

a) Off-the Job Educatiou and Training Progtams'

: As a mat!er of poticy for all govcrmmnt agencies, MWSS a!locatcs d budgct l(} cmployc-;,

cducahon and trammg, moslly in lhc auas of managemcni and engmcenng Thcsc an, usualiy ‘
related courses m  off- Ihe.Job programs OVx.rscas cducahon and (ralnmg have also bem offered to .
va fuw Allhough therc sc&,m to be a sufﬁc:cm number of programs thc budgct carmarkcd for

relevant training facilitics, tools and ma!enals may not be cnough.

b} O-the-Job Fraining

- Whike off-ihé-job: eduation and fraining upgrade qualifications, it is also n'eccséary to provide

dn-ihé—job training (b]"l‘) to let cmp!oyces_ tearn while pélfmmingjlhcir assigned tasks. 'Generailly
ﬁ sbcéking, knowlcdgc and techniques acquired while doing actual jobs arc more beneficial and
, Iasﬁné; than lho’se'acquiréd off-the-job. Thercfore, to motivale managers and others to improve
- their work it is suggested that MWSS cmphasize' the importance of OJT wifh_ the introduction of

small group activitics combined with it.
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3.5 Water Sector Activities

3.5.1 Study on Research and Developnent

(1) Key R&D Areas

Due to limited R&D resources including budgets, skills and facilities/fequipment, it is not a good

approach to spread them too thin amongst many projects. Therefore, MWSS should prioritize

requests by various departments based on some criteria such as return on R&D investment, project

costs, necessary skills, facilities requirement and urgency, thus concentrating efforts in the highest

priorily areas. The following matrix represents a classification of areas into high/medium priority

_ by major category throughout the water life cycle:

Table 4.3.8 R&D Categories and Key Areas

Category - Water Quality | - Ma!e.rial Trealmenlf Facility & Envi(onmerﬂ

_ o Quality Network Equipment :
Water Source High/ST ' '
Water Treatment High/ST | | Medium/MT

s E, Distribution ‘ High,‘S’l‘, l[ighjS’I‘: ) l{ighfST MediumeT _

Wastewater Collection : Medium/MT . : : mﬁ
Wastewater Treatment :High./S":i‘E Medium/MT [M&d%urnJMT
Scplagé (,;olfedio.n : | Mediun/MT P
Se"plége "lfrealmeﬁl : quiﬁlljJMT

-Note: ST - Short-lcem, MT - Mid-term, LT - Long-term

The fol]oﬂvihg areas are pmp'osgcd:as high priority subjects for short-term R&D activitics:

s Improvement of walter quality monitoring, ‘analysis and contro!l mcthods from water

sources through Ireatment plants to distribution systén and wastewater treatment

* Research on maicrialS for and quality of pipe network fo reduce :lc:ikaigc

" Rescarch on network analysis and dislribLiliémfoptihﬁzalicm through belter network

management.

Proposed mediumi priority subjeets for short- to mid-term projects:
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» Improvement of facilitics and equipment for water treatment plants and distribulion system .

in the mechanical and electrical! evgincering arcas
& Study on materials for arid quality of scwer lincs

¢ Study on wastewater treatment including sedimentation, screening, grid removal,
biological treatment, water recycling of treated water, sludge utilization and wasle
stabilization ponds

o Rescarch on wastewater fxcilities, treatment/distribution equipment, 1ilt station in the
mechanical and engineering areas '

Study on seplage collection and treatment

s Study on overall assessmenl of wastewater collection and treatment system regarding

environmental impact,

(2} Special Interest Groups

A key issue {0 secﬁring necessary skills is how to acquire, accumulate and retain core R&D
- knowhow and compe!ency' al. MWSS, T his;'fu‘nélion requires personnel possessing high technical
 skills and adequate experience in specialized areas. They must also be highly self-motivated and -
: slclf-slarle.rs. Therefore, it is ;'éry important for MWSS to encourage R&D staff to acquire new

knowledge through off-the-job training, taking universily' cou FSES, altcnding-éoﬁfercnces sponsored
by mshtules or mdusiry associations and lthgh exchange program'; with O‘hvl' msllluics to

enhanm, their professmnal skills.: i

“To achtcvc llns in !he shorl-term,: it 1s slrcmgly advisable that MWSS cmate Spcmal lmen,st
Groups (SIGs).by rescatch area. 'Ihey consist of engmcua and profcss:onals from vanous
ope-[alang units working cross-funchonally and managed collcctively under the DA of Engincering.
Théy would meet pe‘ri'odica!ly, ¢.§-, every other month, for exchanging technical infc)rmation or
conducting research on commion subjects within SIGs. OIICL a year, all SIG members would meel

‘to make prcsentahons on their research

@ R&D ijeci‘l Olﬂg.aini?alioh'

The projects .rcqu'irc personncl skilled in ‘chemistry, biology, chemical/mechanical/sanifation
engincering, medical iéchnbldgy, mechanics, pi pé filting, welding, efc. Since it can not always keep

these hurinan resoirees for projects, MWSS should organize the required personnel from the
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Engineering, Operations and Customer Service areas on a temporary basis for the specific project;
thus employees would maintain their original positions. "An ARQCD manager would supervise so

all assigned should report to him for the duration.

{4) Joint Reseacch

One approach for pursuing R&D activities with limited resources is to tic up lhrough an official
agreament or coordination with other institutions or research centers. Through a good, cordial and
' higi\ly professional’ refationship with them, MWSS would enable chemists, engincers and
technicians of both sides io improve and decpen further their technical knowledgé. A good mutual
professional relationship would also be beneficial for the speedy development of nccessary
materials and work technigues, Exchange of information would mean synchronization of technical

information and standards with eéc_h other. Synergy will then be achieved lhrough joint rescarch.

. 3.5,2 Public Relations .
() Pub!ic Awsreness

' !n Decentber 1994, the Study Team conducted a sisrvey among residents and enlerpr;ses within its
SErVice area. Onc of the results rcvwled that MWSS needs more intensive public aw1rent,ss
campaigns so that the general public has better understanding and appreciation of its activitics. ‘

Four main issues came out of the survt:y:

3 'Low income n,suicnts rcly fess o wates dm,ctly supphed by MWSS and lcnd to
: purchase n'lO[t, ex penswe water from vcndors ' -

‘o Lowi mcome residents aré more dlssahsfud wnh MWSS scrvices in Splleof the facl ﬂ is
| trying hard,

e Most of the residents understand the ncu,ss:ty of hygicne, enwmnmenlal protccuonand
‘ prcvenhon of water pollunon but do not clearly km)w MWSS' roles in those areas.

‘o Water and sewt,rag:, lanffs are perocwcd to be high, cspec:aily by fow’ mcomc.

* residents.

As a result of the survey then, it is apparent there should be more campaigns on MWSS’s roles in ‘-

supplying potable water, public health and hygicne, and waler environmental pmtcctibn". Ta
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pursuc extending more intensive information to the public, the Study Team recommends the

following four items as prioritics:

o Expand direct public awarencss campaign (o the gencral public, not only to existing

customers, but also to low income residents
¢ Seck involvement and foster closer coordination with local government units--municipal,
" cily, and barangay (smallest administralive unit)--as  representatives of the
community/residents.
¢ Establish a central PR materials center where information may be disseminated or
disteibuted to the public
+  Clarify and establish the MWSS corporate identily supporting its missions to revitalize the

organization,

a) Diréct Reach to General Public

The present dissemination activities are mainly focused on media release, rcsponses' to customers’

complaints received and inter-agency relations which cater to only limited audicnees. They rarely

reach out to the general public. The’rcfofc, the Study Team recommends shifting PR focus from

~only customers to include many more. This could be achieved through amival feports with higher

disclosure and pamphlets with wide circulation encompassing general interest toples such as how .

lo buib'cxccésiw, waler consumption, the importance of safe water for good health and hygiene,
and cnv:ronmen!al conscwahon for prc,sent and i uiurc gencrations,  As parl (!f lhc ovuall effort,
PID should take advamagc of cvery opporlumly to promotc MWSS achvmcs | e. durmg spucm}

cvmls in mummpai o1 ba'angay galhcnngs hcld from llmc 1o hme Closc coordmalson w:lh locai

gcwcrnmcnl officials is very 1mp0[lanl for th1s purpnsc The follnwmg lists spccnﬁc areas (o be |

strengthened:

Frinted Malcnals

* A four. page quanc:ly covering currmt MWSS topn(‘s such as budgd water lanffs
. pmgn,ss of major projects, important cw.nis, etc.
e Introductory corbo‘ratc profile to .éccoﬁlp'any MWSS Annual Repost including brief
history, facilities, scivices, budget and organization: |
. 'To'pical issues brochures 'Ewilh such subjects as tips on waler conservation, safe water

* supply, basic knowledge about water and water poliution, etc.
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Audio-Visual Materials

» Video for possible use in lectures at public gatherings including city or barangay halls and
churches

e Campaign fitms for showing in mavi¢ houscs and olher public places.

Special Events

o Désignating a Water Consciousness Week devoted to discussions on related issucs. This
could be done by Prcsidcmi_al declaration so that all government offices are forced to
parlicipate. _

+ Civic lectures in muniéipalitics/cilies and barangays through a series on important

subjects as part of PID’s thrust to acquaint the public with MWSS activitics.

" b) Community Participation -

' Encouragement and coordlnahon of public involvenient in water related issues through l GUs, ,
especially at the barangay level. In Ihe Philippine culture, it is cxlremely important for MWSS to" :

" take the bottom-u P approa ch lhrou gh mob:hzmb ;_,rass rool movements by resident forces bascd nn:_

* :“the barangay or other small commy nity unions and sharing a strong sens¢ of ownershtp of the water

lsupply, and sewerage and samlatlon systems among residents. l!lcgal connecllon‘; slow walcr bill
‘paymcm vandalism on pubhc facnlmcs such as mclcrs fire h)dranls and manholbs etc. w1ll be
_hopcfully reduced thmugh efforts by nol 0nl) MWSS 1tse1f but also thh coopcratmn nf the

'iscrvww.d commumlms B

‘ c}: Central PR Materlals Center

"It is Tecommended that a specific plaéc be designaled in MWSS where the public may cxamine

information about ils activities.

d) MWSS Corporate ldenhly

Good performance is wnhom substitute the best way of pmjccung the MWSS corporah, :magc and |
"it should be visible and mad¢ known to the public. One of the roles of PID is to prowdb

opportuitics and venues for making MWSS achicvements known. For example, it could atrange
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for top MWSS executives 10 be invited to TV falk shows, or as gucst speakers or reseurce persons

On sCminars or symposia.

One way of projecting the corporate identity is through its logo along with its corporatc mission,
The meaning of the logo should be explained and related to MWSS mandates and activities. This
could be done through the regulat MWSS publications:

{2) Public Education

The results of the Study Team’s survey showéd the necessity to inform residents of the importance
of MWSS activities with regards to public safety, health and hygicnc. To achieve this, MWSS
should initiate public education campalgns with the Loopcrallon of other government agencies to

emphasize the following areas

. Water scarc:ty Globally, Taw water is abu ndant, but it is not necessarily always available

- where and when il is needed. Waler scarcity is oflen a regional/national problem and is

becoming a lo{)mmg ccmstraml on cconomic activity.

. ﬁ Hcalth effects - The use of polluted walers for drinking and bathing is onc of the principal

pathways for diseases that kill and sicken a greal number of people every year. The direct ;

- impact of waterborne diseases is huge, especiatly for children and the poor, who are most
at risk. l. | o ' :
fe Enwronmcn{al damage - ll‘; cosl to humans - borne lmmedlatcly or at somc pmnl in the

future - are pthlpally loss of heahh produclw:iy and amcmly

Two modulés for such public education may be prepafed, nantely: a) for use in regular' schools '

- integrated with social science subjects, and b) for usc in adult education and during community
meetings as part of social activities of the students and community members. The following may be

needed in promoting this aclivity:

" a) EiéinéutaijfInbOl Education

- MWSS should initiate discussions with the Department of Education, Culture and Sports on the
-~ inclusion of the above subjects in the regular school curricula, and wilh the government énlily in

charge of adult education on the inclusion in theits. T should also propose to the head of the
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barangay presentation of these topics during regotar meetings, MWSS must also prepare matcrials
to help students understand and appreciate the area of water resources, sanitation and hygicne and
the community’s obligations on these matters. 1f included in regular textbooks, upon approval by
the government agency overseeing their printing, it would be less costly relative to the knowledge

impatted to students.

b) General Public Education Campaigns

MWSS can invite community leaders and representatives to view watér-related facilities
(rcservbirs, filtration plants, elé-) and explain the value of water resources, SEWErage, san'itation,
and hygicne, as well as MWSS activities, and prepare similar promotion materials as for scliools
for presentation to the public at large. It may also arrange a regular leclure series for professional,

business and other organizations to discuss water-related matters, including sanitation and hygienc.

In arder ta attract general interest, some space in the head office and filtcation plant buildings may
‘be reseeved as mini waterworks museums where collections of historical documents, artifacts, old

* machinery, cquipment, facititics, instruments, ele. could be stored and viewed. With more than 100

years of waterworks history, there is still no such place.

© (4) Public Feedback

" In nrder to undcrstand major concerns of stakcholders agamst it and to measure the dcgrc:., of

cuslomer sattsfactmn for its services, MWSS should crealc some mcchamam to secure feedback

by colluc:nng suggushons OmeODS and mmplamls {‘rom numcrous SOUTCes mcludmg customers -

' and supphcre.

Oric suggestion is to issue Lo customers questionnaires requiring simple but honest answers on vital

aspects of operations al rcgular mtcwals {every quarler or smmster) when presenting watet bills,

“andtosu ppliers or contractors when they receive checks f mm MWSS cte. There should be only a

few questions and responsces should involve onl_y checking out desi gnated spaces without n,qngmn;3

' respondent identification.: Drop boxes for answers should bé providcgi at each branch‘of_ﬁéc;? i

carried out, it is equally inlpbrlant to take remedial steps on any complaints coming out of such

qucslicmhaires. On the other hand, praises on MWSS activities should be dqually highlighlcd. "
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At present, MAC handles simifar activity, but only through and upon receipt of cuslomers’

complaints -- only a passive action. It should take more pro-active sleps in this arca.

3.5.3 Development of Water-related Industries
(1} GOP Own Initiative

.a)' ]ndusl@ Develnpmelil Plan

‘GOP has prepared MTPDP including the Industrial Development Master Plan to determine the
general direction and industrial developrient policy on a broad level. Although formulated on a
rcgional basis, there was no attempt (o translate the plan into sub-sectors, whether nationally or
regionally, The Team suggesis industey development policics and strategies also be formulated for
cach sub-sector. This would assist foreign and local private investois to ca.sily identify the
directions of sub-sector where to invest, Specific sub-sectors serving MWSS requirements would

attracl inveslors beecause of the Jarge market presently served by importation.

b) Incentives émd Assistance

‘ GQP leaves industrial dcvclopmeﬁ! of the country ta initiatives led by the private sector. While this

- policy is gencrally followed, there are other arcas where the government can be more involved than

just supplymg needed mfrastrmlum-, For 3;_,r1 pmccssmb, for instance, it prowdes incentives and ‘

assislance - especially for products destined for export, F or waler-related mdusmcs it has toplay a

i z,aaler role i in theit dcvelopmcnt rather than Icavmg, the lmhanw to !hL- prwa!e Seclor Oiher arcas
- where it could extend incentives and aSbiS!a nee are forgmg, close 1ssocuauon m!h lhc prwalc secmr ‘

: by granlmg tcchm(‘al d;vdopmmt suppon pmmolmg lechnoloy,y transfus enoourdglng pnvaic '

companics to pll(‘l! test, arranging for matchmakm;, between domeshc and forengn investors and

undertaking programs on standardization, regutations and training.
- On waterworks and water-related indusrrics standardization of materials and construction is
‘ prcamlly cons:dcrcd one of the most urgem matters, Governmm! agmcncs could lead this move as

“part of lhcar rugulalory funclnons

Another arca is the development of small to medium size construction companics, which MWSS

ndeds for construction activities such as scevice connection, meter replacement or excavation,

IV-110



Government financial institutions serving industries of this scale at low intcrest with longer
amortization ferms, could be encouraged to also provide funding for the above contractors. Some

other incentives may be offered to these vital sectors servicing MWSS requircments.

(2) Sector Initintive

a) Philippine Waterworks Association (PWWA)

MWSS nceds 1o establish standards on the quality of both materials and construction works.

However, cml'y MWSS follows them and not the privale sector. It would be better if this were not

“the case in order o establish nation-wide standaids.

Presently, PWWA has taken steps towards malerials standards. Iis standards and others’ (such as

MWSS’s, that PWWA may adopt) should also be part of the Philippine National Standards

through the Philippine Standards Bureau of DTL.

MWSS should take aclive parl m PWWA activitics es;accxally since tbe majority of the lallcr s.
individual members are from MWSS and it should also lead the private sector m domg s in this

mtporlanl Urgamzatmn.

b} Nallonai Waterworks Standards

: Ct)mbmcd wnh efforls by PWWA at a nahonal lcvcl MWSS should a!so cslablish standards on.

malenals Lonstrucuon work documcnlahon and mSp.,clmn to famll tate PSP in it Opuauons and

' MWSS cnnttacm;s should follow them. -

It is advisable to have a strecning system through a qualification test primarily for cnginéers or
management from private contractors offecing their services to MWSS and other watcrworks

systems. PWWA may set up this system at the national level.

(

- The Study Team also ucommcnds that 1hcrc should be lcchmcal Ir'nmng, 50 skifls and technology
on spccn‘F ¢ arcas are lf&nSfCrtd to pnvate contraclors. Thls wou!d benefit MWSS in the Ion;, ron

- because it can share skills aud knowhow acqmn.d past many )ears with the private sector and its

skills would catchup ina short period of time. For long lasting bcncfils, training should be donc on

a regulac basis, to include the contractor’s engincers and management.
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(3 MWSS Own Initiative

Through the introduction of PSP, MWSS will be able to pautly transfer responsibilities for service
delivery to the private sector. The areas may be construction work including service connection,
meter replacement and leak repair, meter reading and bilt collection, desludging of septic tanks and

maintenance of vehicles and water meters.
Since those operations require neither large capilal investment nor sophislicated technology,

MWSS will be able to provide opportunity for small business or even individual entreprencurs,

including its employees, to become ils contraclor(s).
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Part V Financial Study
Chapter 2. Review of Operations
2.1 Financial Performance

2.1 Finantial Accounting Process

" MWSS maintains separate sets of books of account for e.ach fund (waler sewerage ancl L
J pmjebts) Two funds w:l] be set up fora projcct if'i lt cons:sts of a Iocal and a forelgn currcncy'

* portions (expressed in us dol]ars} Foreign currency balanocs are’ converted to pcsos us:ng the

year-end exchange rate. In addition to pro;cct funds, there are a water and a scuerage funds.

The project fund will be transferred to the water {or the sewerage) fund upon odmpleli_oni These

“books of account are consol'idalcd for reporting purposes.

“There is no systematic EDP syétém for accounting data processing éx_écpl for part of the AR

‘system and the payroll system with an occasional usc of stand alonc PCs. Consequently most

routing work is done by hand requiring a large number of staff in the Acéoqntinlg Department.

At July 1995, the. department had 191 mmnbcrs (127 permanent and 64 casual, including 23

branch bookkc«,pcrs) l\‘iWSS is going to’ automale the accounting system with lSP in the near

ﬁ;tura although theie has already been a de!ay in its dcsngn and 1mplementat|on

" The books of account are usi:eilty closed and the trial balance prepared within two months after

the end of the fiscal year (December 31) by the Accounting Department of the Finance Area, and
they arc then subject to an audit by the Com:mss;on on Audit (COA). The charter for MWSS,

chubllc Act No. 6234 (RA 6234), cal[s for MWSS to submit annizal reports to the President of
the Philippines and the presiding officers of the two houses of Congress not later than January 31

of th¢ following year. Although this requirement is impossible to abide by in a precise sense,

- MWSS docs provide the Office of the E_’ré_sident as carly as the first week of Janvary with a “pre-
- actual” financial report consisting of the actual for the first ten months and estimates for the

| remaining two months.

: Lik?, all other government owned and controlled bomorationé (GOCCs), MWSS is subject to an

audit by the COA puréuanf to PI> 1445. "I‘ne:COA not only audits the financial s{atc_mfc:nls but



revicws all the transactions for compliance with the sct rules and approves major accounting
decisions made by MWSS. By reviewing transactions (called post-audit), although the COA
cannot deny transactions that have already octurred, it can reverse them if they did not follow the
rules. In this sense it performs the function of both an external independent auditor and an
internal one. The Accounting Department submits to the COA the financial statements on or
before February 15 for its year-end audit, which normally takes about two months. Any
resulting findings and adjustments are discussed with MWSS and are usually reflected in the
book ‘There are approximately 45 resident full-time COA auditors in the MWSS complex, and
the result of their audit is subject to the detaited review by the central COA office. The chief

resident auditor rotates out every 3 years,

The loan agreements with ADB require that MWSS’s financial 'slatehlents be audited annually
- by independent auditors 'acccptable to ADB. The COA is considered satisfactory. MAVSS must
- also furmsh to ADB unaudited financial statements within four months and audited financial
. stalements within ninc months after the end of the fiscal year. This has bcen met cxocpt for FY
1993, when the release of the audnt:_ad financial statements was delayed until December 1994

becausc of the need to restate them to reflect a change in the format of the new statement of cash

‘ﬂows Thc !oan agreements with IBRD havc sirnilar provisions in relation to the audit and the .

3rclease of the' audzted financial statements. The Annual Report MWSS prcpares niainly for thc

external audience usually comes oul more than one year after the year end.

Fwe-', ear coiparative ﬁnanmal statements are as shown in the next few pages {in mllllon pesos ‘

hcremaﬂer unlcss oﬁlen\nse noted)
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Table 5.2.1 Comparative Income Statements

Account 1990 1991 1992 1993 1994
Revenues: '
Operating revenues: _
Waltcr services 1,975 2,406 2,617 2,901 3,081
- Scwer services 178 227 27 291 307
Environmental charges 198 241 262 289 308
Maintenance scrvice charge 14 14 15 15 16
Incidental revenue 28 77 80| . 7 62
Total operating revenuss 2393 | 2965 | 3245 | 3,568 | 3,774
lnterest - 408 387 340 270 331
Total revenues 2,801 | 3,352 3,585 1,838 4,105
Expenses: '
' Operating expenses
Personnel 507 569 567 689 824
Water treatment chemicals 64 83 1 102 85 .78
IHumination and power 124 152 151 154 199
Sundry | 193 [ 198 | 250 289 312
* Total operating expenses 388 1,002 | 1070 1,217 | 1,413
Non-cash expenses: o B N R S
Depreciation 342 s | 623 | 623 | 900
- Allowance for bad debts | - 47 58 63 70 74
" Other | 3 ' 3 3 3 3
Total non-cash expenses 392 436 | 689 696 977
Finance charges; | ' Co P
- Intercst expenses: sia:| sl | 433 | 589 | 682
 Forex differénce 206 | 23| 1199 | 214 | 366
: “Total finance charges D730 | sas | e | 803 | 1,048 |
Totalexpenses - | 2000 | 2283 | 2301 | 2716 | 3438
iNct income oot | eee | 1194 | 1022 | 667




Table 5,2.2 Comparative Balance Sheets

Total hablhtles and cqu:ty -

Account 1990 1991 1992 1993 1594
Fixed assets: _ _ _ =
Cost _ 18,241 21,226 26,977 34,35 | 33,058 ®
Accumulated depreciation 3,647 4,370 12,003 13,426 14,089
Net fixed assets 14,594 16,856 14,974 20,925 18,969
Construction in progress 4,058 5,462 6,518 6,124 6,781
Current Assets: .
Cash : 2,364 2,649 2,45 1 - 3,398 3,413
Accounts receivable 1,083 1,321 1,309 1,416 1,569
Allowance for bad debts -285 -343 -405 -474 -548
Other receivables 170 172 576 155 125
Inventonies ., 608 - 605 652 625 5713
Tolal corrent assets 3,940 4,404 4,877 5,120 5,132
- [Other assets: : _
Prepayments & deposits 360 431 347 265 239
Sinking fund 40 101 212 206 319
Miscellancous 68 - 54 247 322 354
Total other assets 168 586 806 883 912
Total assets 23,060 | 27,308 | 27,175 | 33,052 | 31,794
fl.ong-term liabilities: g : '
Foreign loans payable 6,407 6,364 6,600 7,590 6,547
AWSOP bonds 690 1,150 1,380 1,315 1,217
Domestic loans payable 40 400 |~ 400 3506 250
Government loans 400 374 ‘174 . 3714 374
Depository liabilities 1 6 6 1 5
| Total long-term liabilities 7,544 | 8,294 | 8,760 9,636 8,393
[Current liabitities: . S ' _ B o
Accounts payable | tssi | - 683 | e £93 8
Public and private trust fund T 3358 221 213 228 247 :
Current maturity of loans o 109 106 120 18
Deferred credit 3 : 3|6 .3 4
Total currcntlrablllties 919 | 1,016 | - 1,047 1,077 1,062
Equity: ; : A : L
Capital stock - 4916 25,016 |- 5518 5 524 ; 5,723
Donated surplus 56| . 56| . 376 376 376
‘Government subsidy 16| 66 245 - 314 |, 323
Grant-in-aid N A R A A7)
Appraisal surplus 7,043 | 8,832 | 6,136 | (10,011 | 8,578
Sinking fund reserve 4] © 101 212 267 290
Contingent surplus : 2 1 40 40
Retained eamings :2,925 3,765 4,880 | - 5,707 | . 6985
Totat equity 14,597 1 17,008 | 17,368 | 22,339 | 22,339 |
© 23,060} 22,308 | 27,175 | 33,052 31,794 |
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Table 5.2.3 Comparative Statements of Cash Flow

Account 1990 1991 1992 1993 1994
% Capital expenditures:
Foreign assisted projects 1,539 1,963 | ~ 1,625 1,117 722
Locally funded projects 64 81 103 96 102
Total capital expenditures 1,603 2,044 1,728 1,213 824
Financial disbursernents: _
Debt service payments 2,511 1,903 1,802 | 2,037 | 2309
Cdsh dividends _ , 50 _
Total financing expenditures | 2,511 | 1903 | 1,892 | 2,087 | 2309
Total cash disbursements a1 | 3947 | 3620 3300 | 3,133
Financing receipts:
Equity contribution 1,252 104 20 472 177
Foreign grant o 25
OECF equity 8 Bl 10 22
AWSOPbonds 460 460 230 | ' -
DBP notes . 40 360 |
Forcign loans o 603 834 | 1,032 | - 864 348
Government net lending : o2 A 32
S Totat financing receipts [ o2ass | oames o208 | 1345 604
% . | ~ [Internal cash generation: 3 - ‘ - '
' ' Operating receipts: - ‘ AR i
Collection of watet and sewer . | 2,168 | 2,604 | 2915 | 3,235 | 3,480
| Subsidy for customs and duties 10| s 90 60 9
| Miscellancous roceipts | - 490 | 709 | 498 | 0369 | 456
b rowloperating receipts | 2,668 [ 3478 | 3492 | 3,673 | 3,945
~{ Operating cash disbursements | 866.| 1,014 | 1072 {1,065 | 1401
-1/ Net internat cash ge:;eration ‘- 1,802 | 2464 | 2,420 | 2,603 . '2,544:-
Total cash roceipts ] aast | aa | o3oe o 3953 | 3048
Increase in cash 43 25 | 96 653 15
Cash, at beginning | 2320 | 2364 | 2,649 | 2,745 | 3,398
Cash, at end | | 23ea | 2649 | 2745 | 3398 | 3413
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2.1.2 Significant Accounting Policics and Principles
{1) Generat Accounting Policies

MWSS adopts the accounting policics that have been established and regulated by the COA.
Except for those mentioned specifically, such accounting policies appear to be in conformity with

those being followed by standard utility companics interationatly.

(2) Foreign Currency Transactions

Foreign currency assels are stated using the historical forex rate except for construction in
progress which is stated based on the year-end forex rate. Foreign currency liabilities are also
stated using the said forex rate. Any differences resulting from the ycar-end conversion to pesos

are not reflected in the income statement but directly charged to retained carnings.

~ The additional repayment requirements over the recorded loan amounts {called forex difference
cost) resulting from changes in exchangc rates is mcludcd in the income statement as paymenis

- are madc

(3) Fixed As'seis |

1 Aoqutsst:on cost of ﬁxed assets exoepl for admnmstrahon equipment and mvcstxgahon and survey

is adjustcd every year for inflation (appralsal mcrcase)

"Fixed asscts are deprec;ated over the eshmatcd useﬁ.ll Iu.e.s using the stra:ght-lme method w1th 5
percent rwdual (scrap} value. Apprassal increase is also subject to the samc deprccaauon
method, and the expense is likewise charged to income for the year. At the completion of the
useful lwcs the remaining net appraisal increase is offset against the appraisal surplus. The
csumated uscfu] lives have been established by MWSS internally, and they appear to be more or

Icss in ling with thosc used by watcr uhhty compames mtemauonally

{4} Construction in Progress

Personnel expenses (such as construction workers’ salary) and other operating expenses spent

' direclly on projects are capitalized. Indirect expenses are allocated to projects based on the total



direct expenses and are also capitalized.

Interest during construction is capitalized. Disbursements made in advance for projects are

temporarily included in other assets, not under construction in progress.

{5} Accounts Receivable

Allowance for doubtful accounts is provided at 2 percent of gross billing. Accounts deemed

uncollectible are transferred to other assets rather than written off.

2.1.3 Accounting for Sewcrage/Sanitation Operations

Comparative income statements for the sewerage operation are shown below:



‘Table 5.2.4 Comparative Income Statements for Sewerage/Sanitation Operation

The Sewcrageﬁi:ooﬁhting Section was éstablished in the Acc:ounting Depaﬁilleﬁt in 1982 based -

on a loan covénant with IBRD.

The Sewerage Syblem Dcpartment (s SD) has its own bank aocount and all the expenses dlrectly

| atlnbutabic to lt are pald out ‘of this account.

- mcludmg per:.onne! depremahon expenscs of the sewerage facilities and allowance for bad debts

- from the mam {water) account

V-3

Account 1990 1991 1992 1993 1994
JRc:w.'em.ms:
Operating revenues:
Sewer services 178 227 27 291 307
Environmental charges 198 241 262 289 308
Incidental revenue 1 g 1 1 1
Total operating revenues 377 476 534 581 616
Interest 0 0 0 0 0
Total revenues 3771 - 476 | 534 581 616
Expenses:
Operating expenses .
Personnel 74 94 100 12 100
Water treatment chem!cals -0 0 1 0 0
" Illumination and power : 10 1 12 45 22
© Sundry - 24 31 3| 47 30
Total operating expenses 108 136 148 174 151
Non-cash expenses: o | ' _ :
 Depreciation 90 | w00 159 175 123
- Allowance for bad debts 1 9 10 1 12
Total non-cash expenses: 97 109 | 169 186 [ 135
Finance charges: ' — . ! : E
. Interest expenses 138 | e | ne | 19| 124
 Forex difference 43| a0 31} 6| 6l
Total finance charges | 181 200 | 153l 2 185 |
Total expénses 386 | . 446 | 470 57t | 4m
Net income 9], 30 64 0] 144 |

In addltlon to these cash- operatmg expenses '

' - are dlrectly chargcd to the SSD. A third kind is apporuoned expenses, an allocation of overhead



During 1983 to 1987, the allocation rate was 12 peroént on all expenses. In 1988 a scparate
bank account was operied for the sewerage transactions for payments of direct operating -
expenses. The allocation of overhead also started then, using the ratio df water and sewer
revenue on a monthly basis, the effective rate being around 18 percent. Fusther, in accordance
with a recommendation made by an IBRD consultant in 1993, the allocation rate of overhead for

FYE 1994 changed to that based on such factors as shown below:

Customer services function:
No. of sewer connections 90,015
No. of water and sewer connections 878,438

=1025%

Administration function:

88D personnel + Sewerage acct' g personnel 387410 €.26%
- — = 0. (]
Total MWSS personne! - Project personnel 8,334 - 1,999

Finance function:
Financial Area personnel - Sewe_fagc acct' gstaff .~ 45410 | - 7.00%
- = — i, (1]
Total MWSS personnel - Project personnel | 8,334 ~1,999

Construction function (locally funded projects):

= 16.25%

No. of sewer connections . 90,015
" No. of water and sewer conneclions - 878,438

These allocation rates are lower than those used before 1994, which is the catise ﬁ_)r't!ic _

" improved operating results ini the sewcrage operation in 1994,

f The break.-dou}n of direét éind ailo'caied oﬁ.'c'_rhga'c'l expenseé is sﬁovm_ in the 't“ollo’v_.ving: taible: .
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