























and/or penalties in accordance with a Rewards and Penalties
Framework described in Section 8.4.8 hereof.

CSFWD shall exercise such other functions that may not be delegated
under PD No. 198, as amended.

2.6. Parties to the unincorporated Joint Venture

The parties to the unincorporated Joint Venture shall be the Parties to this
Agreement, or any subsidiary, successor or assignee of PRIMEWATER
subject to the approval of CSFWD, which approval shall not be
unreasonably withheld.

Provided that: PRIMEWATER may, at any time upon the commencement
of this Agreement, form a wholly owned subsidiary for the purpose of the JV
Project, in which case, said wholly owned subsidiary shall immediately
substitute PRIMEWATER as a party to this Agreement and to the
unincorporated joint venture upon written notice of PRIMEWATER to
CSFWD without need of any approval from CSFWD, provided that
PRIMEWATER shall execute an undertaking to guarantee all liabilities of
the wholly owned subsidiary.

. 2.7.

Contributions of the Parties

2.7.1. CSFWD'’s primary contribution to the Joint Venture is the exclusive
right to use the CSFWD Facilities and the Concession Rights to
provide Water Supply and/or operate the Water Supply in the JV
Area. These assets have a book value of One Hundred Forty-One
Million Six Hundred Twenty-Nine Thousand Five Hundred Pesos
(PhP 141,629,500.00) as of April 2016, (after depreciation and
unpaid portion of the loan acquired to finance the assets, which
unpaid portion shall be absorbed by PRIMEWATER).

2.7.2. PRIMEWATER's primary contribution to the Joint Venture is the
. capital investment and expertise in the rehabilitation, improvement,
operation and maintenance of the Water Supply System in the JV
Area. This capital investment amounts to more or less Two Billion
Nine Hundred Fifty-Five Million Nine Hundred Seventy-Two
Thousand Five Hundred Pesos (PhP
2,955,972,500.00)

2.8. Revenue Share

2.8.1. PRIMEWATER shall be entitled to the profits and shall bear all
losses from the operation of the Joint Venture/JV Project.

2.8.2. CSFWD, regardless of losses from the operation of the Joint
Venture/JV Project, shall be entitled to:

(i) a Revenue Share as detailed in Section 4.1; and

(i) an additional Revenue Share equal to the debt service on
CSFWD'’s existing loans beginning on Commeycement Date by
various creditors (the “CSFWD Loans” uant to the



















6.1.3

6.1.4

6.1.5

6.1.6

Taxes/Charges for the Transfer of Property — PRIMEWATER shall
be responsible for any and all taxes, costs and expenses for the
transfer of PRIMEWATER Facilities at the end of the JV Term. Said
taxes, costs and expenses shall be considered recoverable
expenses of PRIMEWATER and shall be taken into account in tariff
computation.

Value Added Tax (VAT) on the Operation of the Joint Venture — As
a concession to the consumers, PRIMEWATER shall not increase
the initial tariff on account of VAT on the first year of its operations.
Thereafter, PRIMEWATER shall increase initial tariff to pass on the
applicable VAT to the consumers and remit the same to the BIR, as
provided by law.

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

Taxes on the Operation of CSFWD - CSFWD shall only shoulder
taxes and charges on its activities that specifically pertain to its own
operations, such as its receipt of Revenue Share and the functions
of the CMU and the Board of Directors as enumerated in this
Agreement.

Repairs to CSFWD Leased Assets — All reasonable costs and
expenses relative to any necessary repairs and maintenance to
CSFWD Leased Assets listed in Annex D hereof shall be borne by
PRIMEWATER.

6.2. Insurance

PRIMEWATER shall, at its own cost, obtain and maintain in force sufficient
insurance cover in such amounts and in such form as are reasonably customary
in the industry. For CSFWD Facilities, Insurance shall be obtained from the
Government Service Insurance System (GSIS) and CSFWD shall be named as
the irrevocable beneficiary under policies pertaining thereto.

6.3. Performance Bond

6.3.1.

6.3.2.

6.3.3.

At the Commencement Date or every Commencement Date
Anniversary, as the case may be, PRIMEWATER shall deliver a
Performance Bond to CSFWD, in order to guarantee proper and
timely performance of the following obligations: (a) payment of
Revenue Share, (b) performance of Service Obligations.

The Performance Bond shall be based on Revenue Share for one
year as projected in the Financial Model or as required under the JV
Guidelines, whichever is higher.

The Performance Bond shall be renewed annually, no later than 30
days before the expiration date of such Performance Bond and
adjusted for changes in projections.































































