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Debt service is US$100m p.a.

Coverage:
Water 67%
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Sewerage - 8%




=
PPP Option (1995)

Jards of service

>C eréi

)

e e

“supply
flconnec

en from government




What Was Done

« Government team formed, headed by Public Works Secr  etary
« New MWSS head appointed to drive process within MWSS
« Congress passed Water Crisis Act of 1995

e  Study tours in England, France and Argentina to det  ermine
best model; concession model agreed upon

 Tariffs increased from Php 4 to Php 8 per cubic met  er

 Massive public information campaign

e« Transaction cost USD 6 million (USD1m grant from Fr  ance,
USD4m for consultants and USD2m success fee); IFCa cted
as transaction advisor

 Draft transaction documents including concession
agreement and tender documents

. International tender

e 21 months from drafting to tender
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Bid Basics

. MWSS divided into two zones: East and West
. Bidders to bid for both areas
. No bidder can win both areas

. Concessions for 25 years with specific targets on c overage for water and
sanitation, 24-hour supply, water quality

. Local private operators must partner with internati onal operator which must own
at least 20%

. Award based on lowest tariff submitted
. Establishment of Regulatory Office under the Conces sion Agreement
. Winning bidders to reimburse Government USD 6 milli on transaction cost

. MWSS debt burden to be paid by concessionaire (appro  x. USD 900m)

AAD)S] A ER for ALl



‘to Mitigate Risks
der CA

ell defined includi ng rate rebasing
aordinary price a  djustments

rantees for

1S
se of conflicts

e concessionaire obliga  tions




Bid Results

East West
Pre-bid tariff (Pesos) 8.78 8.78
Bid tariff (Pesos) 2.32 4.97
Aboitiz / CGE 62.9% 56.9%
Ayala / United* 26.4% 28.6%
Benpres / Lyonnaise* 69.8% 56.6%
Metro / Anglian 64.5% 66.9%
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Concessions Today

 Ayala-led consortium, Manila Water, very successful
publicly traded and surpassed all targets

 Lopez-led consortium, Maynilad Water, met with seri  ous
difficulties and has been re-tendered in 2006

« Maynilad under new ownership and massive investment S
on-going with encouraging results
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The Re-Bidding of West Concession

August 1997

March 2001

December 2002

Feb to Nov 2003

Jan 2004

April 2005

May 2006

December 2006
January 2007

Milestones

start of concession; Asian financial cr Isis began a month
earlier

Maynilad suspends concession fee on grou  nds of “force
majeure”

Maynilad issued a notice of terminati  on of concession
Arbitration process before Appeals ~ Panel which ended with
decision that neither Maynilad nor MWSS was entitle  d to
termination

Igeliberations on Mayniald’'s Debt and Capit  al Restructuing
egan

Maynilad’s Debt and Capital Restructuri  ng Agreement (DCRA)
was signed and took effect in July 2005, including transfer of
84% of Maynilad shares to MWSS on condition of are  bidding
Financial Advisor hired by MWSS to assist  in the tender
Award for MWSS's 84% share in Maynila d

Maynilad’s new owners (DMCI-MPIC) took  over
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The Re-Bidding of West Concession

Maynilad’s Debts Payable at the Time of Restructuri  ng

Creditor

Amount

Nature

MWSS

P7,884,500,000.00

concession fees from 2004—2007; estimated peso
equivalent of MWSS' foreign currency—
denominated loans as of privatization

$30,100,000.00

interest for a $100-million loan MWSS took out
from a bridge bank to cover the concession fees
that Maynilad failed to pay

$31,000,000.00

financial assistance to Maynilad for capital
expenditures and operational expenses, to be
derived from future concession fee payments

Suez Group

$122,651,568.00

Suez payments of its guarantees under the Credit
Agricole Indosuez, bridge loan, and performance
bond facilities and advances to Maynilad

SBLC banks

$72,000,000.00

balance owed to the stand by Standby Letter of
Credit banks following a draw on the performance
bond and the payment by Suez of $48,000,000.00

Bridge banks

$46,096,578.06

balance under the bridge loan facility

Peso lenders

P1,421,804,988.06

balance under the peso loan facilities
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The Re-Bidding of West Concession

August 2005 — First Announcement with 11 groups proc uring
bid documents

Second Phase — only 5 groups submitted pre-qualifica  tion
requirements

Actual Tender — only 3 firms submitted technical and financial bids

**Rubia Holdings — Noonday was disqualified for fail ure to submit
appropriate SBLC for USD 2.5 million

December 2006 — financial bids were opened:

Manila Water — USD 450+ million
DMCI-Metro Pacific — USD 500+ million
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Factors Contributing to Success of
Rebidding Process

« Commitment of Government to PPP policy

e Cooperation of sponsors, creditors and employees
e Hiring of Financial and Technical Advisors

e Transparent process with rules followed

» Bid amount covers investment into the company for
rehablilitation and expansion

* High financial requirements weeded out non-serious
bidders

.




