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MANAGEMENT’S DISCUSSION 
AND ANALySIS OF OPERATIONS 
AND FINANCIAL CONDITION
The following management’s discussion and analysis (MD&A) of Manila Water Company Inc. and subsidiaries’ (Group) financial 
condition and results of operations should be read in conjunction with the Group’s audited financial statements, including related 
notes. This report may contain forward-looking statements that involve risks and uncertainties. The actual results may differ 
materially from those discussed in the forward-looking statements as a result of various factors, including but not limited to, 
economic, regulatory, socio-political, financial and other risk factors.

Any references in this MD&A to “our”, “us”, “we”, “MWCI” or the “Group” shall refer to Manila Water Company, Inc., including  
its subsidiaries. Any reference to “Manila Water Company”, “Manila Water”, “MWC” or the “Company” shall refer to the  
parent company only.

Additional information about the Group, including recent disclosures of material events and annual/ quarterly reports,  
are available at our corporate website at www.manilawater.com.

OVERVIEW OF THE BuSINESS

Manila Water Company holds the right to provide water and used water services to the eastern side of Metro Manila  
(Manila Concession or East Zone) under a Concession Agreement (CA) entered into between the Company and the Metropolitan 
Waterworks and Sewerage System (MWSS) in August 1997. The original term of the concession was for a period of 25 years  
to expire in 2022. The Company’s concession was extended by another 15 years by MWSS and the Philippine Government in 2009, 
thereby extending the term from May 2022 to May 2037.

The Company provides water treatment, water distribution, sewerage and sanitation services to more than six million people 
in the East Zone, comprising a broad range of residential, semi-business, commercial and industrial customers. The East Zone 
encompasses 23 cities and municipalities spanning a 1,400-square kilometer area that includes Makati, Mandaluyong, Pasig, 
Pateros, San Juan, Taguig, Marikina, most parts of Quezon City, portions of Manila, as well as the following towns of Rizal:  
Angono, Antipolo, Baras, Binangonan, Cainta, Cardona, Jala-Jala, Morong, Pililia, Rodriguez, San Mateo, Tanay, Taytay, and Teresa.

Under the terms of the CA, the Company has the right to the use of land and operational fixed assets, and the right, as agent and 
concessionaire of MWSS, to extract and treat raw water, distribute and sell water, and collect, transport, treat and dispose used water, 
including reusable industrial effluent discharged by the sewerage system in the East Zone. The Company is entitled to recover over the 
concession period its operating, capital maintenance and investment expenditures, business taxes, and concession fee payments,  
and to earn a rate of return on these expenditures for the remaining term of the concession.

Aside from the Manila Concession, the Group has a holding company for all its domestic operating subsidiaries in Manila Water 
Philippine Ventures, Inc. (MWPV). Currently under MWPV are Clark Water Corporation (Clark Water), Laguna AAA Water Corporation 
(Laguna Water), Boracay Island Water Company (Boracay Water), Manila Water Consortium, Inc. (MW Consortium), a subsidiary 
of MW Consortium – Cebu Manila Water Development, Inc. (Cebu Water), Bulacan MWPV Development Corporation (BMDC), 
Filipinas Water Consortium Holdings Corp. (Filipinas Water), subsidiaries of Filipinas Water – Obando Water Company, Inc. 
(Obando Water) and Bulakan Water Company, Inc. (Bulakan Water), Davao del Norte Water Infrastructure Company, Inc. (Davao 
Water), a subsidiary of Davao Water – Tagum Water Company, Inc. (Tagum Water), Zamboanga Water Company, Inc. (Zamboanga 
Water), Manila Water International Solutions, Inc (MWIS), Aqua Centro MWPV Corporation (Aqua Centro MWPV), EcoWater MWPV 
Corporation (EcoWater), and Leyte Water Company, Inc. (Leyte Water). Also under MWPV is Estate Water, which is its division 
that operates and manages the water systems of townships developed by Ayala Land, Inc. Another subsidiary of Manila Water is 
Calasiao Water Company, Inc. (Calasiao Water), a water supply project for the Calasiao Water District. 

The holding company for its international ventures is Manila Water Asia Pacific Pte. Ltd. (MWAP). Under MWAP are two affiliated 
companies in Vietnam, namely Thu Duc Water B.O.O Corporation (Thu Duc Water) and Kenh Dong Water Supply Joint Stock Company 
(Kenh Dong Water), both supplying treated water to Saigon Water Corporation (SAWACO) under a take-or-pay arrangement.  
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Also under MWAP are Saigon Water Infrastructure Corporation (Saigon Water), a holding company listed in the Ho Chi Minh 
City Stock Exchange, Cu Chi Water Supply Sewerage Company, Ltd. (Cu Chi Water) and another company tasked to pursue 
non-revenue water reduction projects in Vietnam called Asia Water Network Solutions Joints Stock Company (Asia Water). 
Apart from its operations in Vietnam, MWAP has affiliates in Thailand and Indonesia through Eastern Water Resources  
Development and Management Public Company Limited (East Water), and PT Sarana Tirta Ungaran (PT STU), respectively.

Lastly, Manila Water Total Solutions Corporation (MWTS), a wholly-owned subsidiary, handles after-the-meter products and services. 
Its current offerings include pipelaying, integrated used water services, and the sale of Healthy Family Purified Water as five-gallon 
and 500-ml purified water in selected areas in Metro Manila.

CONSOLIDATED FINANCIAL PERFORMANCE

The Group’s key financial performance indicators are discussed below: 

For the years ended December 31
(in thousand Pesos)

2018 2017 Increase/  
(Decrease) %

Total operating revenues  19,836,292  18,515,772  1,320,520 7%
Total cost and expenses (excluding 
       depreciation and amortization)  8,076,088  7,360,379  715,709 10%

Other income (expense) - net  878,781  540,980  337,800 62%
       Equity share in net income of associates  699,142  457,208  241,934 53%
       Others  179,639  83,772  95,867 114%
EBITDA  12,638,985  11,696,373  942,612 8%
Depreciation and amortization  2,655,669  2,556,999  98,670 4%
Income before other income/expenses  9,983,316  9,139,374  843,942 9%
Interest income (expense) - net  (1,371,926)  (1,057,498)  (314,428) 30%
Income before income tax  8,611,390  8,081,876  529,514 7%
Provision for income tax  1,976,357  1,941,929  34,428 2%
Net income  6,635,033  6,139,947  495,086 8%
Non-controlling interest  111,332  (6,661)  117,993 -1771%
Net income attributable to MWC  6,523,701  6,146,608  377,093 6%

Consolidated operating revenues grew by 7% to P19,836 million in 2018 from P18,516 million the previous year, on account of higher 
billed volume driven largely by the Manila Concession.

A breakdown of the revenue drivers is shown below:

For the years ended December 31
(in thousand Pesos)

2018 2017 Increase/  
(Decrease) %

Water  15,231,518  14,269,066  962,452 7%
Environmental charges  2,719,651  2,481,248  238,403 10%
Sewer  520,401  455,606  64,795 14%
Other operating income  1,364,722  1,309,852  54,870 4%
Total operating revenues  19,836,292  18,515,772  1,320,520 7%

The Group derived 77% of its operating revenues from the sale of water, while 16% came from environmental and sewer charges. 
Other revenues, which accounted for the balance of 7%, were from after-the-meter services, connection fees and septic sludge 
disposal, among others.

On the other hand, consolidated costs and expenses (excluding depreciation and amortization) increased by 10% to P8,076 million 
in 2018, led by a 17% growth in direct costs to P3,514 million. This is due to higher costs of water treatment chemicals, higher 
contractual services, and increase in desludging costs due to higher number of households desludged. Another driver of  
operating costs and expenses was personnel costs brought about by higher headcount at the subsidiaries, driven by continued 
business expansion.
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Below is a summary of the operating expenses incurred during the period:

For the years ended December 31
(in thousand Pesos)

2018 2017 Increase/  
(Decrease) %

Salaries, wages and employee benefits  2,323,082  2,059,203 263,879 13%
Non-personnel costs  5,329,406  4,830,378  499,028 10%

Direct costs  3,514,476  2,992,401  522,075 17%
Overhead  1,427,710  1,507,402  (79,692) -5%
Premises  387,220  330,575  56,645 17%

Other expenses  423,600  470,798  (47,198) -10%
Total cost and expenses  
(excluding depreciation and amortization)  8,076,088  7,360,379  715,709 10%

 
Meanwhile, other income (net of expense) grew by 62% to P879 million in 2018 from P541 million the previous year, due to higher 
equity share in net income of associates and net foreign exchange gains. The two bulk water companies in Vietnam, namely  
Thu Duc Water and Kenh Dong Water, together with additional contributions coming from new acquisitions, East Water in Thailand 
and PT Sarana Tirta Ungaran in Indonesia, contributed P699 million in net income, growing by 53% year-on-year.

The movements in operating revenues and expenses as well as other income resulted in consolidated earnings before interest, 
income taxes, depreciation and amortization (EBITDA) of P12,639 million in 2018, improving by 8% from the previous year.  
EBITDA margin was recorded at 64%.

Depreciation and amortization rose by 4% to P2,656 million in line with the Group’s continued asset build-up. Meanwhile,  
net interest expense was higher by 30% to P1,372 million due to incremental interest expense arising from the second and  
final drawdown from the Yen loan facility of the Manila Concession, as well as the new loan drawdowns of the subsidiaries. 
Provision for income tax increased by 2% to P1,976 million due to the higher taxable base of the Group. These developments 
resulted in a reported net income of P6,524 million in 2018, growing 6% from 2017.

BuSINESS uNITS’ FINANCIAL AND OPERATING PERFORMANCE

MANILA CONCESSION 
 

For the years ended December 31

2018 2017 Increase/ 
(Decrease) %

Operating Highlights
Billed volume (in million cubic meters)  503.3  488.4 14.9 3%

Domestic  324.2  317.7 6.6 2%
Semi-Business  63.7  60.5 3.2 5%
Commercial  91.5  87.2 4.3 5%
Industrial  23.9  23.0 0.9 4%

Number of billed connections  986,756  961,663  25,093 3%
Non-revenue water 11.4% 11.6% 0.2% pt
Financial Highlights (in thousand Pesos)
Revenues  16,234,100  15,082,828  1,151,272 8%
Cost and expenses  4,804,285  4,235,462  568,823 13%
EBITDA  11,616,869  10,861,683  755,186 7%
Net income  6,521,192  5,949,821  571,371 10%

 
The Manila Concession’s billed volume increased by 3% in 2018 to 503.3 million cubic meters (mcm), on account of a 3% improvement 
in billed water connections (net of permanent disconnections) to 986,756 customers at the end of the period. Average consumption 
slightly increased by 0.02% to 42.97 cubic meters per connection, while average effective tariff increased by 4% to P31.11 per cubic meter.

Billed volume growth was driven by the improvement in semi-business and commercial accounts both growing by 5%, with the 
latter due to increased foot traffic in business establishments and the reclassification of major accounts. Domestic accounts 
likewise grew by 2% mainly due to new regular accounts and the realization of prior year’s projects. Lastly, industrial accounts 
grew by 4% driven by new developments under construction particularly in Taguig and Marikina areas.
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The level of system losses, as measured by non-revenue water (NRW), improved to 11.4% at the end of the period from 11.6% 
during the same period in 2017, resulting from replaced pipelines and repaired assets. Meanwhile, collection efficiency in 2018  
was at nearly 100%, with average accounts receivable days maintained at 19 days.

On September 27, 2018, the Metropolitan Waterworks and Sewerage System approved the Rate Rebasing Adjustment for the fifth  
Rate Rebasing period (2018 to 2022) amounting to an increase of 24.89%. To mitigate the impact of the tariff increase, Manila Water 
will stagger its implementation over a five-year period: (1) October 2018 at P1.46; (2) January 2019 at P0.00; (3) January 2020 at 
P2.00; (4) January 2021 at P2.00; and (5) January 2022 from P0.76 to P1.04. On October 16, 2018, the first tranche was implemented 
on the current basic tariff of P24.82 per cubic meter.

Supported by robust billed volume growth, revenues increased by 8% to P16,234 million in 2018. Cost and expenses, on the other 
hand, rose by 13% to P4,804 million due to an increase in direct and overhead costs, notably for the higher water turbidity at  
La Mesa intake and payment of management and legal services, respectively. This resulted in an EBITDA of P11,617 million and  
an EBITDA margin of 72%. Net income reached P6,521 million at the end of 2018, growing 10% from the same period last year.

MANILA WATER PHILIPPINES VENTuRES (MWPV)

The following discussion includes the consolidated results of Manila Water Philippines Ventures, as well as the individual 
performance of the domestic operating subsidiaries in Boracay Water, Clark Water, Laguna Water, and Estate Water, which is a 
division within Manila Water Philippine Ventures.

For the years ended December 31

2018 2017
Increase/ 

(Decrease) %
Operating Highlights
Billed volume (in million cubic meters)  82.2  83.9  (1.7) -2%
Financial Highlights (in thousand Pesos)
Revenues  3,295,267  3,111,778  183,489 6%
Cost and expenses  2,288,540  2,279,786  8,754 0%
EBITDA  1,051,469  886,720  164,749 19%
Net income attributable to MWC  194,877  287,473  (92,596) -32%

On a consolidated MWPV level, revenues grew 6% to P3,296 million due to higher average tariff of Boracay Water and Laguna 
Water, as well as income coming from new subsidiaries Obando Water, BMDC, Aqua Centro and Calasiao Water. Operating expenses 
slightly rose by 1% year-on-year as business building efforts continue. These include business development costs of P129 million for 
2018. While cost and expenses were held steady, higher interest expense resulting from loan availments of the subsidiaries placed a 
strain on net income, ending at P195 million in 2018. This is a 32% decline from the previous year.

For the years ended December 31

2018 2017 Increase/ 
(Decrease) %

Clark Water
Billed volume (in million cubic meters)  14.1  14.5  (0.4) -3%
Net income (in thousand Pesos)  80,188  94,200  (14,012) -15%
Laguna Water
Billed volume (in million cubic meters)  42.5  44.1  (1.6) -4%
Net income (in thousand Pesos)  308,206  (321,393)  629,599 -196%
Boracay Water
Billed volume (in million cubic meters)  3.9  5.5  (1.6) -29%
Net income (in thousand Pesos)  5,680  142,434  (136,754) -96%
Estate Water
Billed volume (in million cubic meters)  5.7  4.5  1.2 27%
Net income (in thousand Pesos)  133,324  254,967  (121,643) -48%

Clark Water registered lower billed volume of 14.1 mcm in 2018, 3% down from 14.5 mcm in 2017 due to lower consumption of 
several key locators. It also faced a deterioration in NRW as it increased by 1.2%-points to 6.7% in 2018 from 5.5% the previous 
year. Its average effective tariff, however, improved by 3% to P31.05 per cubic meter. Clark Water spent P53 million in capital 
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expenditures, mostly going to water supply projects. With lower billed volume, Clark Water’s revenues dropped slightly by 1% to 
P455 million in 2018. Furthermore, cost and expenses rose by 2% to P256 million resulting in a 5% decline in EBITDA to P199 million. 
As a result, Clark Water net income declined by 15% to P80 million at the end of 2018.

Meanwhile, billed volume of Laguna Water dropped by 4% to 42.5 mcm in 2018, brought about by water conservation efforts 
undertaken by several of its LTI locators. On the other hand, NRW improved by 2.8%-points as it reached 16.7% at the end 2018 from 
19.5% the previous year. Laguna Water spent P561 million in capital expenditures during the period, mostly for the expansion of water 
and used water networks. Revenues grew 10% in 2018 to P1.34 billion, on the back of a 13% improvement in average effective tariff to 
P27.81 per cubic meter and additional revenues from supervision fees. On the other hand, cost and expenses dropped 41% from 2017 
to P724 million due to provision for unrecoverable receivables recognized the previous year. These movements resulted in a significant 
improvement in EBITDA to P636 million and 196% net income growth to P308 million at the end of 2018. The management takes a 
prudent approach in reflecting an objective view of the business. In 2018, Laguna Water recognized additional depreciation expense 
from its completed projects covering both the current and prior years and which resulted to a restatement of Laguna Water’s 2017 
statutory reported net loss. The additional depreciation expense was recognized in full in the 2018 consolidated operating expenses 
which does not materially affect the consolidated operating results of the Group for both 2018 and 2017.

Moving on to Boracay Water, its billed volume ended at 3.93 mcm in 2018, down by 29% from the previous year. This was a direct 
result of the island’s closure in April 26, 2018 as part of the government’s drive towards the island’s environmental rehabilitation. 
Said closure led to a 53% decline in tourist arrivals during the period, with only 670,000 visitors allowed entry during the 
rehabilitation. Consequently, NRW improved by 8.7%-points to 13.8% during said period as leaks in the waterlines caused by the 
road improvements were repaired. Boracay Water spent capital expenditures of P444 million in 2018 for pipelaying and expansion 
of used water services. This is 4% lower than the previous year, mainly caused by project stoppage during the island’s closure. 
Boracay Water’s average effective tariff increased by 20% to P119.91 per cubic meter in line with the approval of its new rates by the 
Tourism Infrastructure and Enterprise Zone Authority (TIEZA) Regulatory Office in 2017. However, the 29% decline in billed volume 
due to the island closure caused revenues to decrease by 24% to P454 million. Meanwhile, cost and expenses were managed and 
grew by only 1% to P287 million. With the significantly impaired revenue base, EBITDA declined by 47% to P167 million, translating 
to a 96% drop in net income to P6 million in 2018.

Lastly, Estate Water posted billed volume growth of 25% to 5.7 mcm in 2018, on the back of a 3% increase in billed connections 
coming from the brownfield Ayala Land developments it has taken over. However, capital expenditures spent mostly for the 
development of water and used water networks in its greenfield projects, dropped by 3% to P490 million as it encountered delays 
in the construction start for several developments. Revenues and other income remained steady at P638 million in 2018. On the 
other hand, cost and expenses rose 57% to P431 million, resulting in a drop in EBITDA of 43% to P207 million. Estate Water posted a 
net income of P133 million in 2018, declining 48% from the previous year.
 
MANILA WATER ASIA PACIFIC (MWAP)

The following discussion includes the consolidated results of Manila Water Asia Pacific, as well as the individual performance of the 
associates in Vietnam.

For the years ended December 31

2018 2017
Increase/ 

(Decrease) %
Operating Highlights
Billed volume (in million cubic meters)  574.9  236.7  338.2 143%
Financial Highlights (in thousand Pesos)
Equity Share in Net Income of Associates  699,142  457,208  241,934 53%
Cost and expenses  224,172  164,925  59,247 36%
EBITDA  412,842  332,043  80,799 24%
Net income attributable to MWC  278,434  332,579  (54,146) -16%

On a consolidated MWAP level, equity share in net income of associates increased by 53% to P699 million, from the combined 
income of Thu Duc Water, Kenh Dong Water, Saigon Water, and the addition of East Water and PT STU. Operating expenses 
increased by 36% to P224 million, driven by additional personnel and management and professional costs during the year. These 
also include business development costs amounting P90 million for 2018. In addition, an impairment loss amounting to P65.4 
million was recognized by MWAP in relation to its investment in Saigon Water due to the difference in the volume weighted average 
price (VWAP) and carrying value of the Company’s investment in Saigon Water. As a result, 2018 net income ended at P278 million, 
16% lower than the previous year due also to the interest expense related to the loan which financed the East Water acquisition.
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For the years ended December 31

2018 2017
Increase/ 

(Decrease) %
Thu Duc Water
Billed volume (in million cubic meters)  110.2  110.9  (0.7) -1%
Net income (in million VND)  105,406  104,057  1,349 1%
Net income at 49.00% contribution (in thousand Pesos)  254,895  241,946  12,949 5%
Kenh Dong Water
Billed volume (in million cubic meters)  57.0  57.8  (0.8) -1%
Net income (in million VND)  74,452  76,251  (1,799) -2%
Net income at 47.35% contribution (in thousand Pesos)  152,656  148,387  4,269 3%

Thu Duc Water sold a total of 110.2 mcm in 2018, dropping slightly by 1% from a billed volume level of 110.9 mcm the previous year.  
The decline was due to the lower water intake of Saigon Water Corporation (“SAWACO”). Under the Vietnamese Accounting 
Standards (“VAS”), revenues grew by 2% to VND335 billion. Thu Duc Water’s operating expenses were held steady, increasing by 
1% to VND112 billion. This led to an improvement in EBITDA by 2% to VND223 billion. Consequently, net income increased by 1% 
equivalent to VND105 billion, further supported by the 2% increase in average tariff. In peso terms, the PFRS-translated income 
reflected in the consolidated financial statements as equity share in net income of associates amounted to P255 million in 2018, 
equivalent to Manila Water’s 49% stake in Thu Duc Water.

Kenh Dong Water’s billed volume slightly declined by 1% in 2018 to 57.0 mcm from the 57.8 mcm registered in 2017. This is due to 
lower production to SAWACO caused by low water supply. Under the Vietnamese Accounting Standards (VAS), Kenh Dong Water 
posted revenues of VND221 billion and an EBITDA of VND148 billion. With higher direct costs, Kenh Dong’s net income declined to 
VND74 billion, down 2% from 2017. Similar to Thu Duc Water, income from Kenh Dong Water is translated into PFRS and is reported 
as equity share in net income of associates in the consolidated financial statements. In peso terms, the PFRS-translated income of 
Manila Water’s 47.35% stake in Kenh Dong Water amounted to P153 million in 2018.

Aside from Thu Duc Water and Kenh Dong Water, MWAP’s investment in Saigon Water, the listed holding company in Vietnam, 
contributed a net income of P27 million in 2018. MWAP’s new associates in Thailand and Indonesia, East Water and PT STU, 
contributed P263 million and P1.4 million, respectively.

BALANCE SHEET 

The consolidated statement of financial position as of the end 2018 reflected the Group’s continuous asset base expansion.  
Total assets rose by 19% to P122.53 billion, as the Group undertook additional investments in East Water and PT STU during the first 
quarter. Liabilities increased by 26% to P68.91 billion primarily to fund expansion and new acquisitions. Cash and cash equivalents 
stood at P9.39 billion.

With respect to the Group’s loans, debt to equity ratio stood at 1.16x, excluding service concession obligations, while net bank debt 
to equity registered at 0.64x.

Under the Company’s dividend policy, common shares are entitled to annual cash dividends equivalent to 35% of the prior year’s 
net income, payable semi-annually. On March 1, 2018, the Company declared cash dividends for the first half of the year, set at 
P0.4302 per common share and P0.04302 per preferred share, amounting to P1.06 billion. On October 2, 2018, the Company 
declared cash dividends for the second half of the year, set at P0.4283 per common share and P0.04283 per preferred share, 
totaling P1.06 billion.

CAPITAL EXPENDITuRES

The Group ended 2018 with total capital expenditures of P9,979 million, 23% lower than the previous year.

The Manila Concession spent a total of P8,045 million (inclusive of concession fee payments) for capital expenditures in 2018.  
Of the total amount, 93% was spent on wastewater expansion, network reliability, and water supply projects, while the balance  
of 7% was accounted for by concession fees paid to MWSS.

Meanwhile, total capital expenditures of the domestic subsidiaries dropped by 20% to P1,850 million from the P2,315 million 
spent in 2017. Of the total amount, P561 million was spent by Laguna Water for its water network expansion, while Boracay Water 
and Tagum Water disbursed P444 million and P203 million, respectively. Estate Water spent P490 million for its greenfield and 
brownfield projects, with the balance being taken on by the remaining subsidiaries for its various projects.
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The Audit Committee’s roles, responsibilities and authority are defined in the Audit Committee Charter approved by the 
Board of Directors. The Committee provides assistance to the Board of Directors in fulfilling their oversight responsibility to 
the shareholders relating to the: 

a) integrity of the Manila Water Company, Inc.’s (the Company) financial statements and the financial reporting process;  
b) appointment, remuneration, independence and performance of internal audit and of the independent auditors, and 

integrity of the audit process;
c) effectiveness of the systems of internal controls and enterprise risk management process; 
d) compliance with applicable legal and regulatory requirements and other reporting standards;
e) performance and leadership of the internal control function; and
f) preparation of a year-end report of the Committee for approval of the Board and to be included in the annual report.

In compliance with the Audit Committee Charter, the Committee confirms that:

yy An independent director chairs the Audit Committee. The Committee has three out of four members who are 
independent directors;

yy The Committee had five meetings during the year with the following attendance rate:

Directors No. of Meetings Attended/Held Percent Present

Oscar S. Reyes 5/5 100%

Jose L. Cuisia Jr. 5/5 100%

Jaime C. Laya 5/5 100%

Gerardo C. Ablaza Jr. 5/5 100%

yy The Committee reviewed and approved the quarterly unaudited Consolidated Financial Statements and the annual 
audited Consolidated Financial Statements of Manila Water Company, Inc. and subsidiaries, including Management’s 
Discussion and Analysis of Financial Condition and Results of Operations as of and for the year ended December 31, 2018, 
with the Company’s Management, internal auditors, and SGV & Co.  These activities were conducted in the following 
context:

- Management has the primary responsibility for the financial statements and the reporting process; and 
- SyCip Gorres Velayo & Co. is responsible for expressing an opinion on the conformity of the Company’s 

audited consolidated financial statements with the Philippine Financial Reporting Standards.

REPORT OF THE AUDIT COMMITTEE 
TO THE BOARD Of DIRECTORS 
For The yeAr enDeD DeCemBer 31, 2018
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JAIME C. LAYA
Independent Director

GERARDO C. ABLAZA JR.
Member

JOSE L. CuISIA JR.
Independent Director

OSCAR S. REYES
Chairman, Audit Committee

yy The Committee reviewed and approved the Management representation letter before submission to the Company’s 
independent external auditors.

- The Committee recommended to the Board of Directors the re-appointment of SyCip Gorres Velayo & Co. 
as independent external auditors for 2018 based on its review of SyCip Gorres Velayo & Co. performance  
and qualifications, including consideration of Management’s recommendation.

- The Committee reviewed and approved all audit and audit-related services provided by SyCip Gorres Velayo & Co.  
to the Company and the related fees for such services. 

- The Committee discussed and approved the overall scope and the respective audit plans of the Company’s 
internal auditors and of SyCip Gorres Velayo & Co., the results of their audits and their assessment of the 
Company’s internal controls, and the overall quality of the financial reporting process.

- The Committee discussed the reports of the internal auditors, and ensured that Management is taking 
appropriate actions in a timely manner, including addressing internal control and compliance issues.   
All the activities performed by Internal Audit were conducted in conformance with the International  
Standards for the Professional Practice of Internal Auditing.

- The Audit Committee, through the audits conducted by SGV & Co. and Internal Audit, has reviewed 
Management’s system of internal controls and the Committee found the internal control system to be 
adequate and effective.

- The Committee discussed with Management the adequacy and effectiveness of the Enterprise Risk 
Management process, including significant risk exposures, the related risk-mitigation efforts and initiatives, 
and the status of the mitigation plans.  The review was undertaken in the context that Management is 
primarily responsible for the risk management process.

- The Committee reviewed and confirmed that the existing Audit and Internal Audit Charters are sufficient to 
accomplish the Committee’s and Internal Audit’s objectives.  The Audit Committee Charter is in compliance 
with the Securities and Exchange Commission Memo Circular No. 04 (2012). 

- The Committee conducted a self-assessment of its performance to confirm that the Committee continues to 
meet the expectations of the Board, Management and shareholders.

Based on the reviews and discussions undertaken, and subject to the limitations on our roles and responsibilities referred  
to above, the Audit Committee recommended to the Board of Directors the inclusion of the Company’s audited consolidated 
financial statements in the Company’s Annual Report to the Stockholders for the year ended December 31, 2018 and the 
filing thereof with the Securities and Exchange Commission.

February 22, 2019
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STATEMENT OF  
MANAgEMENT’S RESPONSIBILITY  
fOR fINANCIAL STATEMENTS
 

The management of Manila Water Company, Inc. (the Company) and its subsidiaries (the Group) is responsible for the 
preparation and fair presentation of the consolidated financial statements including the schedules attached therein, as of 
December 31, 2018 and 2017 and for the years ended December 31, 2018, 2017, and 2016, in accordance with the prescribed 
financial reporting framework indicated therein, and for such internal control as management determines is necessary 
to enable the preparation of consolidated financial statements that are free from material misstatement, whether due to 
fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s ability to 
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern  
basis of accounting unless management either intends to liquidate the Company or its subsidiaries, or to cease 
operations, or has no realistic alternative but to do so.

The Board of Directors is responsible for overseeing the Group’s financial reporting process.

The Board of Directors reviews and approves the consolidated financial statements including the schedules attached 
therein, and submits the same to the stockholders.

SyCip Gorres Velayo & Co., the independent auditors appointed by the stockholders, has audited the consolidated 
financial statements of the Group in accordance with Philippine Standards on Auditing, and in its report to the 
stockholders, has expressed its opinion on the fairness of presentation upon completion of such audit.

FERNANDO ZOBEL DE AYALA 
Chairman of the Board 

  
  
FERDINAND M. DELA CRuZ  
President and Chief Executive Officer

MA. CECILIA T. CRuZABRA
Chief Finance Officer
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