5. EXISTING SECTOR ARRANGEMENT AND INSTITUTIONAL CAPACITY

5.2 Sector Reforms
Al IMPLEMENTATING RULES AND REGULATIONS

IMPLEMENTATING RULES AND REGULATIONS OF
NEDA BOARD RESOLUTION NO.4 (SERIES OF 1994), CLAUSE (G)

PREFACE

The following Implementing Rules and Regulations (IRR}) of Clausc (g) of NEDA Board Resolution
No. 4 (series of 1994) was prepared with assistance from the World Bank, upon request of the
Philippine Government, through the Department of the Interior and Local Government (DILG). it is
an update of the earlier drafl prepared in August 1995 and incorporates the developments that have
occurred in the sector since that time. The intention is to provide a comprehensive and consistent set
of IRR that reflects evalving policies in the sector to address basic service deficits. In particular, it
atiempis to translate the global sectoral principles of managing water as an economic good and
managing services at the most appropriate level, into rules and regulations that can be understood and
implemented by the local government units. This IRR reflects the following policies currently being

developed by the Government:
a. Encouraging LWUA lending rates to tocal water districls to be aligned to market rates;

b. Providing national government grants for source development of Level 1 systems in support of a

national objective of poverty alleviation;

c. Developing a national sector plan that will provide the basis for provinces and
cities/municipalities to plan and implement water and sanitation inveslments based on what

communities wani and are willing to pay for;

d. Instituting a framework for cconomic regulation of the water supply and sanitation sector and

defining the role of the LGU in this framework; and

¢. Instituting a system of public performance audit of public and private water utilitics, so (hat
consumers feedback on service coverage and retiability is available at the national and local levels

of Government.



A major development was the creation of the Presidential Task I'orce on Water Resources
Development and Management in October 1996, which has the objective of streamlining the
regulatory environment of the sector, that is, linking resource regulation with the cconomic regulation
aspeets. A proposed bill prepared by the Task Force has been filed with Congress in July 1997 for the
creation of a Water Resources Authority of the Philippines {WRAF) to undertake these regulatory
funclions, among others. Once this is approved by Congress and passed into law, the IRR may have
to be revised to retlect the major institutional changes, particularly with regard to the roles of national

government agencies in the sector.

RULE 1
PURPOSE AND OBJECTIVES

Article 1. Title. These rules shall be known as the Implementing Rules and Regulations of clause (g)
of NEDA Board Resolution No. 4, (series of 1994).

Article 2. Purpose, The purposc of these rules and regulations is to implement clause (g) of NEDA
Board Resolution No, 4, (Sen'cs of 1994), and is in support of NEDA Board Resolution No. 6, (series
of 1996) “which defines the executing agency “amangement’ for devolved infrastructure
activities/facilities, including water supply, where national government assistance is provided. Clause
(g) of NEDA Board Resolution No. 4 (series of 1994) states that: |

“Level I (point source sys!eri:), Level If (command faucet) and Level 11l (hbuse conneclions water
supply projecis may be implemented by the concerned LGUs within their jurisdiction. LIWUA shall
implement only financially viable Level I water supply projects in arcas outside the MWSS
Jurisdiction. DILG's participation will consist of general admr‘nisrra!ion. and institution binlding,
such as assistance to LGUs in the formation of Rural andfor Baraugaj# Waterworks and Sauitation
Associations (RIWSAs/BWSAs) as well as in the identification of water supply systems. MWSS will be
responsible for Level I water systens in Metro Manila and adjacent areas. DPWH, together with
DILG and DOH, will provide technical assistance (wiﬂrin a pen‘bi’i of about two years) to LGUs in the

planning, implementation, and operation and maintenance of water supply facilities.
Annex C presents NEDA Board Resolution No. 6, {series of 19Y6).
Article 3, Objectives. The objectives of the Implementing Rules and Regulations are as follows:

a. To definite the role of local govemment units (LGUSs) in the provision of water supply services

and the assistance to be made available to them by national government agencies concemed,;
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b. To provide guidance to the LGUs in the development and implementation of viable and
sustainable water supply projects, to the extent feasible, supporting the principles espoused by the
sector of managing walter as an cconomic good, promoting a demand-oriented approach in the
provision of services and management to be made at the inost appropriate tevel, and grcater

private sector participation in service delivery; and

¢. To identify institutional strengthening nceds of L.GUs to further develop their capacity to

adequate perform their agreed functions in the sector.

RULE 2
SCOPE

Article 4. Scope. These Implementing Rules and Regulations shall apply to water supply projects to

be implemented and managed by LGUs where national government assistance is provided,

RULE 3
DEFINITION OF TERMS

Article 5. Definition of Terms. For purpose of these Implementing Rules and Regulations, the

- following terms shall be construed to mean as follows:

a. Levels of Service, Based on NEDA Board Resolution No. 12 (series of 1995), approving the
common definition of terms relative to water supply, sewerage and on-site sanitation, levels of

service are defined as follows:

Level I (Poilit Source) - a protected well or a developed spring with an outlet but without a
distribution system; generally adaptable for rural areas where the houses are thinly scattered. A

Level I facility normally serves an average of 15 households.

Level 1l (Communal Faucet Systemy or Standposts) — a system composed of a source, a
reservoir, a piped distribution network, and communal faucets. Usually, one faucet serves four to
six households. It is generally suited for rural and urban fringe areas where houses arc clustered

densely 1o justify a simple piped system.



Level 1T {(Waterworks System or Individual Tlouse Connections) - a system with a source, a

rescrvoir, a piped distribution network and houschold taps. 1t is generally suited for densely

popwhated urban arcas,

b. A financially viable water supply system refers to a system wherein its revenues can cover for
all costs related to capital and operation and maintenance, including providing for reasenable
reserves for fiture expansion. For those systems managed by water districts, a financially viable
system in one that is able to generate revenues directly from user payments sufficient to cover all
costs'. For LGU-managed directly systems, capital and opetations and maintenance costs shail be

recovered through a combination of user fees, general municipal taxes and other incomes
available to the 1.GUs,

RULE 4
ROLE OF LOCAL GOVERNMENT UNITS

Article 6. General, The Local Government Code of 1991 mandales the decentratlization and
devolution of authonty to EGUs in providing for certain basic services, which include safe potable
water. At the local level, the LGUs are responsible for providing reliable water supply to their
constituents, whether these are in the form of Levels 1, I or 1Ll systems, dépending on the expressed
demand by the community for these services. LGUs may both directly provide and finance these

services, or involve the private sector to padticipate in both provision and financing through

concession, management or service confracts.

Article 7. Financing and Cost Recovery. In financing water supply investments, the LGUs may tap
their Intemal Revenue Allotment and/or locally generated revenues, or leverage these resources to
borrow from government and private financial institutions. The amount that an LGU can borrow,
including - the required equity, is dependent on its current and expected revenuc performance, as well
as the amount of user charges and equity contributions from the community. The amount shall be 2

local decision of the LGUs concerned.

For any national government grant that may be provided for the development of Level U systems, the

1.GU and beneficiaries, concerned sha!l be required to provide any remaining amount as equity to the

' The Depaitment of Finance is considering aligning the LWUA lending rates to local water districts toward

market rates to ailow for a more efficient use of scarce resources, as well as to provide for consistent policy
on lending 1o LGUs by government financial institutions.
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investment.  No subsidies from the national goverment shall be provided for Levels 1 and 11

syste ms.?

In providing for Level lI service, the LGUs may opt to form a water district or an LGU company,
provide a franchise to a privale party or participate in a joint venture with a privat¢ party. Except in
arcas with water districts, T.GUs shall maintain averall responsibility for cisuring consumer
satisfaction through the exercise of institutional and/or contractual regulatory powers over local water

utilities’, in collaboration with other national rezulatory a encies, and by instituting a system of public
g Ty ag Y g asy p

performance audit,

Cost recovery through user .payments shall be encouraged for both capital and operation and
maintenance costs. Howe\}er, at the minimum, user payments shall be required to cover the operation
and maintenance costs in all services levels. For LGU- owned, operated and/or guaranteed systems,
any shortfall in revenues required for loan repayment shall be financed by the LGU from its Intemnal
Revenue Alloiment and/or locally-generated revenues, following a process of negotiation between the

LGU and the beneficiaries concerned on the level of user paymeuts.

For systems managed by local water districts, full cost recovery, through user charges, is required by
LWUA.

In areas where there are existing local water districts, LGUs may finance rehabilitation works and/or

expansion of the existing waterworks system on the following conditions:

a. 'The local water district concerned is not in LWUA’s current program of assistance, that is, it is

not included in any loan of LWUA with a financing institution, and
b. Endorsement by the local water district concerncd should have been secured.
In the event that the local water district is servicing a loan from LWUA, the tocal water district shall

seek clearance from LWUA prior to ¢ntering into an agreement with the LGU concemed on any

program of system expansion.

This policy has been approved by the Investment Cocrdination Committee of the NEDA Board, ‘ ‘
As per Presidential Decree No. 198 (Provincial Water Utilities Act), LWUA regulates the technical standards
and the tariffs of local water districts, based on its requirement to issue a certificate of conformance on every
loan disbursed (o the latter. Source regulation is done by the National Water Resources Doard. At the
monient, there is no recourse by the LGU in case of non-performance by the local water district. This is an
issue that needs to be addressed by Govemnment.



Avtlcle 8. Management of Systems, LGUs shall adopt commcrcial principles in the operation and
management of water utilities in order to provide cosl-cftective and reliable services to consumers,
whether management of the system is a direct responsibilily of the LGU or is contracted out by the
KGU to the private sector. An LGU may also consider amalgamating or consolidating its system with
that of #ts neighboring LGUs in order 1o benefit fiom ¢conomics 61‘ scale that could expand water

supply serviees to consumers at the lowest possible cost.

For the operation and management of Level 1 and I systems, the LGUSs shall initiate the formation of
BRarangay and Rural Waternwvorks and Sanitation Associations (BWSAs/RWSAs), respectively,
throngh a participatory approach involving consultation with all stakchelders (Article 20) and assist in
their registration with the appropriate authoritics {Article 21). Upon request, 1L.GUs may accredit duly
registered RWSAs/BWSAs in order fo ‘enable them {o avail of financial assistance form local

governments. LGUs shall have a overall supervision of RWSAs and BWSAs.

Article 9. Project Planning and Development. Provinces and cities/municipalities sh.all be reqﬁired
to prepared, and update on an annual basis, provincial and city/municipal sector plans that are
consistent with a national sector plan’. These sector plans shall be integrated into the local
investment programs. Water supply projects shall be identified from the local investment program, a
financing program of foreign and nationally/locally-generated resources, inctuding privatc sector

resources, shall support the local investment program.

Article 10, Approval aud Award of Contracts. The LGUs shall be required to conduct public
bidding, in accordance with the provisions of Law, including Presidential Decree No. 1594, as
amended, Executive Order No.302 and other applicable laws, and shall have the final 'authority to

approve and award contracts for water supply and sanitation projects within their jliri sdictions.

Article 11. Application for Water Rights. LGUs or the concemed water utility shall apply for
water rights from the National Water Resources Board prior to implcrﬁcnting a project that would

require extraction of water.

Article i2. Public Performance Audit. The LGUs shal} establish a sysiem of public performance
audit for public and private water utilities focusing on critical performance indicators. Upon request
of the LGUs, DILG may provide icchnical assistance for this purpose, in coordination with

appropriate national government agencies.’

' ADB is assisling the preparation of a National Sector Pian for Water Supply, Sewerage and Sanitation for
1999-2004

> This system shall be pilol—tesfed in Metro Manila by the MWSS with World Bank financing.
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RULES
ROLES OF NAITONAL GOVERNMENT AGENCIES

Avticte 13. Departmens of the Interior and Local Government {DIT.G}. ‘The DILG shall have the

following responsibilities in the scclor:

Raisc awareness of LGUs on opportunitics relating to the sector, within the framework of retevant
government policies, such as financing schemes and available assistance from local and foreign
financing institutions, technological breakthroughs, management and institutional amangements,

etc.;

Eacilitate transactions between LGUs and communities and lending institutions by preparing
water supply investment packages, assisting in the financial, economic and institutional and
environmental data collection and analysis, etc., in coordination with appropriate national

government agencies;

Build capacity of LGUs and BWSAs/RWSAs in the general arcas of planning, implementation,
management, monitoring and evaluation, and regulation, upon agreement with the LGUs, and as
required by financing institutions, in coordination with national government agencies such as

DPWEH in the case of the engingering aspects;

Develop and maintain a national data management system of LGU-managed water systems to
include data on cxtent of service coverage, cost recovery, collection efficicncy, size of water

systems, nature of water resources, among others, in coordinalion with appropriatc national

governmenl agencies;

Establish a system for monitoring skrategic performance of LGUs in relation to the sector,

including compliance with technical standards established by LWUA and DPWH;,

Upon agreement with the LGU, provide technical assistance in the establishment of a system of

public perfonmance audit, in cotlaboration with appropriate national govemment agencies;

Coordinate sccior activities of LGUs vis-a-vis other national government documents and issue

regular bulletins;
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h. Monitor the implementation of this IRR, including the formulation of monitoring and evaluation

parameters and reporiing requirements; and

i Act as the coordinator for projects funded by the National Govemment per NEDA Board
Resolution No. 6 (series of 1996).

Ariicle 14, Local Water Utilities Administration (LWUA). The LWUA shall have the following
responsibilitics in the seetor:

a.  Actas a specialized lending institution for local water districts;

b. Provide technical assistance to local water districts in the areas of operalion, maintenance,
p

personnel traiming and fiscal practices;

c. Upon agreement with the LGU, provide technical and financial assistance in the conduct of

engincering studies;
d. Approve tariffs of local water districts;

c¢. Establish and update, as and when necessary, the technical standards for local water utitities, ;

mncluding LGU-managed systems;
f.  Monitor and evaluate the performance of local water districts; and
g. Registered RWSAs and furnish all registration documents to DILG.

Articte 15. Department of Public Works and Highways (DPWH). The DPWH shall have the

following responsibilities in the seclor:

. Set andfor update, as and when necessary, technical standards for engineering surveys, design,

construction and opcration and meintenance of Level | systems;

b. Upon agreement with the LGUs, assist in the conduct of engineering surveys and in the

preparation of plans, specifications and programs of work, through its District Offices;

c.  Upon agreement with the LGUSs, assist in construction management, through its District Offices; 1

and



d. Conduct technical rescarches in coordination with the LGUs.

Article 16. Department of ITeatth (DOTY). The DOH shall have the folowing responsibilitics in the

scetor:

a. Sct and/or update, as and when necessary, standards on water qualily testing, treatment and

surveillance, and sanitary practices;

b. Provide technical assistance to the LGUs in the conduct of periodic water quality control and

surveillance-related activities; and

¢. Monritor and evaluate, on a regular basis, health and hygiene cducation programs implemented by

local health offices, particularly in arcas where waterworks systems are expected to be

constructed.

Article 17. Nationa! Water Resources Board {(NYWRB)., The NWRB shall have the following

responsibilities in the sector:

a. Regulate the use of water resources through the issuance of water rights;

b. Regulate tariffs of privately-run water system; and
c. [Establish and manage a user-friendly water resources data management systcm.,

Article 18, Metropolitan Waterworks and Sewerage System (MWSS). The MWSS shall be

responsible for water systems in Metro Manila and its adjacent arcas.

RULE 6
RURAL/BARANGAY WATERWORKS AND SANITATION ASSOCIATIONS

Article 19, General Provision. A Rural/Barangay Waterworks and Sanitation Association shall be
formed to manage publie v;fau_?r systems and sanitation facilitics: RWSAs for Level H systems and
BWSAs for Level I systems. RWSAs/BWSAs shall initiate/assist in site identification, planning,

implementation and evaluation of water supply projects as well as guide the construction andfor

maintenance of houschold and community latrines (toilets).



Article 20, Organization of RWSAs/BWSAs, RWSAs and BWSAs shall be organized upon
mitiation of the LGU. A parlicipatory approach shall be adopted in the formation of RWSAS!BWSAS

with the L.GU concermnedd taking the lcad and non-govemment organizations (NGOs) providing
technical assistance, as necessary.  Prior to the formation of RWSAs/BWSAs, dialogues shall be
conducted with and among all stakeholders such as wonien's groups, civic and religious organizatiots,

health practitioners, NGOs and other people’s organizations.

Article 21, Registration Requirenients. RWSAs/BWSAs shall régistcr with DILG. BWSAS shall
be encouraged to associate with other BWSAs or the RWSAs prior to registration. DILG shall keep a

record of all registration documents,

Article 22, Powers, Every duly registered RWSAs/BWSA shall be autonomous and shall have the

power and capacity to:

a.  Award and enter into a contraci(s) with private contractors for the delivery of nccessary services
or the supply of materials, in the course of managing a public water and sanitation facility, subject
to existing laws, rules and regulations;

b. Oversee the implementation of project undertaken by private contractors;

¢.  Own and mange the operation of thde water facility in a sustainable manner, including providing
for adequate reserves for maintenance and repair, seiting appropriate levels of user fees, and

implementing billing and collection schemes;
d. Handle the activities required of any lawful business transaction entered into by the Association;

e. Enter into agreement with other RWSAs/BWSAs for any merger or consolidation as may be

proven advantageous to their operations;

I. Convene meetings of water users for the purpose of information dissemination, consul'tah'on,

public hearing on water rates and other activities deemed important;

g. Initiate improvements in operations found to be advantageous and favorable to the communities

concemed;

!

h. Decide on matters found to be advantageous and favorable to the communities concemed; and 5
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i, Prepare an annual report on its operations.

Article 23, Capability Building of RWSAs/BWSAs. RWSAs and BWSAs may request assistance

for capability building form LGUs and/or DILG, DPWH and other concemed agencics, through the
LGUs,

RULE 7
PROJECT DEVELOPMENT AND INPLEMENTATION

Article 24. Sector Planning. Planning and development of water supply invesiment shall be made
within the framework of national policies, and shall implement specific targets in the provincial and
city/municipal sector plans. These plans shall define the strategies, policics and approaches in scctor
development at different levels of government. A National Sector Plan for Water Supply, Sewerage
and Sanitation shall be prepared, and updated, on a regular basis, by the Nationa! Economic and
Development Authority (NEDA), in coordination with the concerned oversight water agencies, and
shall provide the national policy framework. At the provincial level, the LGUs, through‘lheir
respective Provincial Planning and Development Offices, shall prepare, and update, on an annual
basis, the Provincial Water Supply, Sewcrage and Sanitation Sector Plans. At the city/municipal
level, a similar sector plan shall be prepared and updated, on an annual basis, by the LGUs, through
their City/Municipal Planning and Development Offices. The respective Local Councils shall

approve the provincial and city/municipal sector plans.

Article 25, Project Identification. On the basis of the provincial and cify/municipal sector plans,
water supply investments shall be identificd and de#cloped into a local investment program that
includes an appropriate financing plan. The Tocal Council concerned shall approve the local
investment program. The proposed inve'stlﬁents shall then be developed according to a demand-
driven approach that would allew bencficiaries to select from among cost-effective technical options
and from among financing options. The LGUs may avail of technical assistance from the DILG in the

preparation of these project packages (Rule 5).

' Water supply investment shall be developed tot he principles of managing water services at the most

appropriate level and providing services based on what local consitmers want and ate Wi]ling to pay
fer. This means that LGU systems shall be constructed on the basis of choosing among technical
options that are affordable through the financial resources made available by users, communities and
L.GUs. The process of determining demand for a particular service delivery shall be concluded
through a negotiated agreement between the LGU, water utility and the users, on how the costs will be

shared at the town, barangay and houschold levels.



Article 26, Technical Aspects. Technically feasible options shall be developed, particutarly for a
Level 11 service level. These options may include varying levels of operation (in terms of operating
hours), which may have substantial implications on capital and operating and maintenance costs. In
addition, the operation and management (O&M) cost of a technical option is strongly influcnced by
the management mode chosen by an LGU, economies of scale factors and the size of the service arca.
Thus, for any Level 11 service, at least two technical options shall be explored; those of an inter-1.GU
service delivery organization involving amalgamation of service arcas and of singled LGU

management systems.  The former option shall be explored and developed further only upon

agreement with the LGU concerned.

In the conduct of the engineering work (i.e., feasibility studies and detailed design), the LGUs may

tap the services of the private sector, using their intemal resources or may request the DILG, DPWIH

andfor LWUA for financial and/or technical assistance.

Article 27, Financing and Management Options. A range of oplions is available to the LGUs on

financing and management of Level [11 systems. They include, but are not limited to, the following

oplions:

Optiens 1: The LGU may finance the system from its internal resources of may borrow from a
financial institution. It may then create a profit center within the LGU office with a scparate cost
accounting system. Under this amangement, the LGU may directly manage the system or may enter
into a management contract with a private party or a service contract with a private party to handle
billing and callection and/or repair and maintenance. In these types of maﬁagement arrange@ents,'th'e
LGU retains the responsibility for providing the service and assumes the commercial Tisks.

Institutions such as neighboring water districts, cooperatives and other private institutions may be
tapped by the LGU for these types of contracts,

Option 2: The LGU may cnter into a lease contract wilth private party to operate and manage the
system.  Under this arrangement, the LGU finances the capital expenditures from its internal
resources or from borrowings. The LGU then leases the facility to a private party, which assumes the
commercial risks and the responsibility for operation and maintenance. the private of the LGU, any

other charges conlﬁbuling to the repayment of a loan which the LGLU may have tzken on behalf of the

USCTS.

Option 3:  The LGU may enter into concession contract with a private party. Under this

arrangement, the privalc party assumes the operations and management of the assets of the LGU, and
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undertakes to cxpand and finance the services according to the terms and conditions of the contract,
The private party is then allowed to operate the system, and recover its costs and cam a reasonable
retum on its investment from user fees. The private party also assumes the commercial risk. After

the concession contract expires, the system reverts 1o the LGU, er may be contracted out again by the
I.GU.

Cption 4: The LGU may create a local water district, in accordance with Presidential Decree No.

198, as amended.
Option 5: The LGU may form a water company o handle the provision of the service.

_ The LGU appoints the Board of Directors to be tapped from the private sector who would manage the

company along commercial principles.

Options 6: The LGU may enter into contract with a private party under the Build-Operate-Transfer
scheme or any of its variants, per Republic Act No. 6970, as amended, for the whole water system

or a component of it (i.c., source development or distnbution),

Option 7: The LGU may enter into a joint venture agreement with a private party in providing the
service. Under this arrangement, both parties share in the risks of the project, as well as operate the

water supply system through a shared management and organization structure,

In the contacts of LGUs with private parties, performance standards shall be stipulated including

remedies for non-performance that are consistent with national regulatory laws,

The DILG, in its role of raising awareness of LGUs on opportunities in the sector, shall be responsible
for informing the LGUs of these schemes, and in facilitating the implementation of the preferred

option. Annex D provides a matrix of these various schemes.

RULE 8
COORDINATION AND COLLABORATION MECHANISMS

Article 28, Inter-LGU Collaboration. Provinces, citics, municipalitics and barangays may assist,
coordinate and collaborate with each other, as far as practicable, in the effort of improving the

delivery of services to the Filipino people. ‘The DILG shall take the lead in coordinating among the
LGls.
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Articte 29, Coordination Between Local and Natienal Governments.  LGUs may avail of the
technical, financial and institutional cxpertise of national agencies like LWUA, DPWIH, DILG,

NWRE, DO and DENR. DILG, as appropriate, shall coordinate with other national agencies on
behalf of the L.GUs,

RULE 9
TRANSITION ARRANGEMENTS

Article 30. Ongoing Projects. Yhe DPWH, DOH and DILG shall continue to implement ongoing

forcign-assisted Level I projects until the completion of such projects.

Article 31, Pipeline Projects. Projects in the pipeline shall conform to the provisions of this IRR to
the extent possible,

RULE 10
MISCELLANEOUS PROVISIONS

Article 32, Applicability Clause. The application of this IRR shall be without prejudice to cxisting

and future laws, rules, regulations, and/or intemational agreements entered into by the Philippine

Government.

Article 33. FEffectivity of the JRR. These Implementing Rules and Regulations shall take effect
upon its appraval by the NEDA Board, on recommendation by the Infrastructure Committee. It shall

then be published in at least two national newspapers of general circulation,
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Annex A

NEDA Board Resolution No. 5 {series of 1998)

APPROVING THE JRR ONTHE DELINEATION OF
RESPONSIBILITIES IN THE DEVELOPMENT AND
IMPLENTATION OF WATER
SUPPLY PROJECTS

On motion duly seconded,

BE IT RESOLVED, as it is hereby resolved, to approve as it is hereby approved, the Implementing

Rules and Regulations (IRR) on the Delincation of Responsibilities in the Developinent and
Iimplementation of Water Supply Projecis.

UNANIMOUSLY APPROYED, 17 March 1998,

5-15



Annex B

NEDA Boavd Resolution No. 4 (series of 1994)

APPROVING THE RECOMMENDATION OF THE
INFRASTRUCTURE
COMMITTEE (INFRACOM) ON THE REFORMS IN THE WATER
SUPPLY SECTOR

On motion duly scconded,

BE ITS RESOLVED, as it is hereby resolved, to approve and confirm, as the same is hereby approved
and confirmed the following recommendations of the INFRACOM:

d.

Registration with the National Water Resources board (NWRB) of all drilling and the extraction
o9f water therefrom, imespective of the use of extracted water and ow‘ne’rsliip of the land where
the well is to be drilled. Amendment to Article 6 of the Water Code (PD No. 10'6’}') shall be
initiate by NWRB to this cffect. Subsequently, NWRB shall formulate rules and regulations for

the eftective enforcement of this requirements within sixty (60) days after approval of the

propossd amendment.

Strengthening of the NWRB staff in order fo effectively cope with the planning, monitoring and
implementation activities of the water resources sector. NWRB shall submit an action plan to this

effect to INFRACOM for review and endorsement to the President of the NEDA Board.

Reorientation of the Local Water Utilities Administration (LWUAY) to its original corporate
mission as a “specialized lending institution” financing only viable water supply pfojects with
tariff levels formulated towards full cost recovery. LWUA shall therefore upgrade its banking
and finance expertise and imumediately complete ils financial restructuring. Further, it should

radically improve its collection efl ﬁciency as well as its database and accounting systems.

Privatization of all existing Water Districts (WDs) should be vigorously pursued whenever
feasible and large commercially viable water services areas like Metro Manila, Cebu, Zamboanga,
Davao should be formed or converted into SEC-style private water corporations, independent of

L.WUA and other government funding institutions by subject to regulation by NWRB.

L]
4



WA

Procurement needs of WDs should bed provided based on a competitive basis and not centrally

imposed.

LWUA shall submit an action plan to INFRACOM to eftect the recommended reforms for review

and endorsement.

With respect to the delincation of responsibilities in the sector, NEDA Board Resolution No. $
{serics of 1998} is proposcd to be amended to allow local government units (LGUs) to implement
all levels of water supply projects consistent with government’s decentralization and develution
process, mandating LWUA to implement only financially viable projects and further defining the

roles of the agencies in the sector. The proposed amendment is as follows:

“Level I (point source system), Levet 11 {communal faucct) and Level 111 (house connections?)
water supply projects may be implemented by the concemed LGUs within Aheir jurisdiction,
LWUA shall implement only financially viable Level I water supply ﬁrojects in areas outside
the MWSS jurisdiction. lj]LG’s participation wili_ consist of gcncrél administration and
institution building, such as assistance to the LGUs in the '.fomtation of Rural and/or Barangay
Waterworks and Sanitation Associations (RWSAs/BWSAs) as well as in the identification of
water supply systems. MWSS will be responsible for Level I water systems in Metro Manila and
adjacent areas. DPWH, together with DILG and DOH, will provide technical assistance {within a

period of about 2 years) to LGUs in the planning, implementation and operation and maintenance

of water supply facilities”.

UNANIMOQUSLY APPROVED, 15 March 1994,
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Annex C

NEDA Board Reselution No, 6 (series of 1996)

APPROYING TIIE RECOE“MENDA’I‘IONS OF TIE
INFRASTRUCTURE COMMITTEE (INFRACOM) ON THE
EXECUTING AGENCY ARRANGEMENT FOR THY DEVOLVED
INFRASTRUCTURE ACTIVITIES/FACILITIES

On motion duly seconded,

BE IT RESOLVED as it is hereby resolved, to approve and confirm as the same is tereby approved
and confimned, the following recommendations of INFRACOM on natienal government (NG)
assistance to Local vaemmcnt Units (LGUs) in the implementation of devolved infrastructure
activilies/faciiities under the Local Government Code in support of national priority programs in order
to ensure efficicnoy, efl‘eclivity' and more focused implementation consistent with the Government’s

deceniralization and devolution objectives:

a. DILG, which has administra_tive supeni.'i‘sion over LGUs, shall be the lead national gbvcmment
agency (NGA) to ovéréee/administer NG assistance to LGUS in the in_\plemcﬁtatilon of devolved
infrastucture programslprojects ivith the collaboration/participation of other concerned agencies.
The identification and formulation of infrastructure pmgramsfpr'ojeéts devolved to LGUs

proposed for NG assistance shall therefore be coordinated with DILG to rationalize their
development,

b. The implementation of identificd devolved infrastructure progréms!projects shall be underiaken
by the LGUs with DILG providing assistance in institution, capacity and capability building of
the L.GUs and with DPWH and other technical agencies providing.ancl transferring technical
expertise to the LGUs as necessary. The levels of capacities and capabilities of LGUs shall be
determined by the DILG in coordination and collaboration with DPWH and other concerned
agencies to determine, among others, the extent of support and.assistancc that these national
agencies should provide in order to effect the successtul implementation of devolved NG-assisted

infrastructure programs/projects:
¢. DILG, as the lead agency, shall include in its annual budget the financial requirements necessary
for the implementation of the identified and approved devolved infrastructure programs/projects.

‘This shall be without prejudice to any future funds arrangement that the national government may
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d.

adopt with regard o NG assistance to LGUs for devolved projects particularly funds source from

forcign loans and grants;

For on-going and alrcady comunitied devolved infrastructure programs/projects with NG
assistance, the same shall be implemented with the previously identificd NGA as lead in order not
to disrupt is prosecution. However, there shall be phasing in at DILG and LGUs in the
implementation arrangements for these devolved infrastructure projects in accordance with the

provisions of this Resolution for purposes of policy and operational consistency and thus, effect a

smooth transition;

To cﬂiciéncy and effectively implement the provisions of this Resolution, the INFRACOM shall
formutate and j)ériodica_lly'review the guidcliﬁes, rules and regulations that will already define the
specific roles of the various concerned agencics in the implementation of NG assistance to LGUs
for devolved infrastructure activities/utilities as well as the appropriate implementing
mechanisms. In addition, INFRACOM shall likewise formulate the criteria and program for

phasing out NG assistance to LGUs for devolved infrastructure activities/facilitics;

To carry out its tasks, the INFRACOM may request for financial and technical assistance form

parlicipating government agencies as well as from multilaterat and bilateral sources; and

The provisions of this Resolution shall apply to all NG assistance for devolved infrastructure
activities/utilitics unless otherwise explicitly previded for under the existing and future laws, such

as the General Appropriations Act (GAA).

UNANIMOUSLY APPROVED, 12 March 1996.
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Annex D

MATRIX OF FINANCING AND MANAGEMENT OPTIONS

Option

LGU-Financed and Managed

Service Contract

Management Contract

Lease Contract

Concession Contract

Creation of a Local Water District

LGU Company

Deseription

The LGU finances the investment from its income and
other resources available to it {e.g.; URA, locally-
generated taxes, grants) or borrows from a fi nangial
institution, It then establishes a proﬁt center within the
LGU office with a separate cost accounting systém. Under
this arrangement, the LGU directly manages the operations
of the system The LGU assumes the commcrual risk.

The LGU ﬁnances the mvcstmenl and dircctly operates
and manages the system. It enters into contract with a
private party to undertake billing and collection and/or
repair and maintenance activities for a fee. The LGU
maintainis a profit center within the LGU office and
assuines the commerclal mk

The LGU finaniées the mvestment and enters into confract
with a private party to manage the system. The private
party collects the water tariffs set by the LGU, operates
and manages the system and i in tum, is paid a management
fee by the LGU. The LGU maintains a profit center within
the LGU office and assumes the commercsal nsk

The LGU finances the capital expenchtures and leases the
facility to the private sector. The private sector assumes
the commercial risks and the responsibility for operation
and maintenance. To recover its costs, the private party is
allowed to collect user fees as well as any other charges on
behalf of the LGU,

The LGU enters mtc contract wnn a pnvate party to
undertake the investment, - The private party assurnes the
assets of the LGU and undertakes to expand the services
according to the terms and conditions of the contract. The
private party is allowed to operate the system and to collect
user fees to recover its costs and eam a reasonable return
on its investment. After the contract expires, the system

reverts to the 1.GU or may be contracted out again by the
LGU.

The LGU may create a local water district. The local
water district finances the investment from a loan from the
Local Water Utilitics Administration {LWUA) and
operates and manages the system. The local water district
is then supervised by LWUA.

‘The LGU may form a water company to handle the
provision of the service. The water company shall be duly
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Build-Operate-Transfer or any ol its
variants {per RA 6970 as amended)

Joint Venture Agreement

registered with the Sccuritics and Exchange Commission
(SEC) and shall have share holdings which can be sold to
the private sector in the future. The LGU appoints the
board members o be selected from the private sector who
would then manage the company along commereial
principles.

Under the BOT scheme, the private sector finances the
investment, operates it for a certain period of time after
which the asset is transferred to the LGU. The private
party is allowed to collect user fees to recover its costs and
eam a reasonable rate of retumn on its investment. The
LGU and the BOT praponent negotiate on the risk sharing.

Under a joint venture agreement, the LGU and the private
party share in the risks of the project and operate the
syster through a shared management and organizational
structure.



NEDA BORD RESOLUTION No. 5 (s, 1994)

NEDA BOARD RESOLUTION
No. 5 (s. 1994)

APPROVING THE RECOMMENDATION
OF THE INFRASTRUCTURE COMMITTER
(INFRACOM) ON THE NATIONAL POLICY,

- STRATEGY AND ACTION PLAN FOR
URBAN SEWERAGE (LIQUID WASTE)
AND SANITATION

On motion duly seconded,

BE 1T RESOLVED, as it hereby resolved to approve as the same is hereby approved and confirmed
the following recommendations of the INFRACOM:

A,

n.

NATIONAL POLICY

Provision of improved sewerage/sanitation services in urban areas shall be considered a high
priority.

On-site sanitation facilitics for all urban househalds/establishments readily adaplable to
further sewerage systems shall be required.

All new subdivisionsfhousing developments shall provide simplified or conventional
sewerage system/sanitation facilities, _

Conventional or low-cost sewerage for central business districts and for potentially high-
income residential areas where economically and financially viable shall be provided.
Treatment of industrial as well as collected city/municipality wastewater to established
standards set forth by the DENR prior to disposal into the dralnage system shall be required.

Provision of services shali be based on consumer demand and willingness to pay.

NATIONAL STRATEGY

A sanitation/sewerage program and a Central Sanitation/Sewerage program Support Office
(CPSO) to coordinate subsector activities at the national level and to assist LGUs 1o plan and

manage sanitation/sewerage programs at the community level shall be cstablished.

P
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R

Extemal sources of assistance shall be explored provided as may be appropriate to enable
Municipal Development Fund (MDF) facilily or other [inancing sources to extend loans to
LGUs for sanitalion and sewerage projects.

LGUs shall primarily be the implementors of the sanitation/sewerage programs with the
national government providing assistance to develop their capacitics in the following arcas:
community participation, sub-sector planning, pregram management, regulation of

development, selection of technologics, financial management, construction supervision,

QO&M, monitoring and repotting.

ACTION PLAN

A CPSO shall be created and housed at LWUA with the LWUA Board exercising over-all
jurisdiction over its operations, An Inter-deparimental Advisory Committee {IAC) composed
of representatives from DPWIH, DOH, DILG, DOF, DBM, LWUA, DENR, MWSS and
MNEDA shall likewise be created and act as the coordination body n the implementation and
monitoring of urban sewerage and sanitation programs particularly the five (5) pilot areas
(Davao City, Calamba, Dagupan City, Roxas City and Cotabato City). The representatives to
the TAC shall preferably be Asst. Sec. or Dir. level. The Chairman of the TAC and the Dir. of
the CPSO shall be appointed by the LWUA Board.

LWUA shéll fully staff the CPSO from within its existing manpower as socn as possible. An
international institutional development consultant shall be engaged to assist the CPSO to
design and implement the activities. The CPSO shall exist for a period of about 3 to 5 years
or until after its functions have been fully devolved te the LGUs.

UNANIMOUSLY APPROVED, 15 March 1994,

Certified true copy:

FORTUNATO R. ABRENILLA
Acting Board Sccretary
and Direclor, Legal Staff
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WATER SOURCE DEVELOPMERNT
GENERAL

Fable 7.1,1

Water Source Information
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