
   

 



 2 

 



 3 

 

The most innovative and efficient water 

district in the provision of safe, potable 

water and sewerage system. 

 

To develop, preserve an ecological and 

sustainable, safe and potable water 

resources. To uphold healthy practices. To 

protect and stabilize  mother Earth and the 

health of the city residents. Insure continuous 

improvement in Public Services in providing 

safe potable water and sewerage system at 

par with international standards. 
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 It is a common belief that attainment of organizational 

objective is determined by the performance level of an employee. 

Performance standards are established as measures of 

accountability that can be used by management to control the 

organizational productivity. 

 The Finance and Commercial Division deals with the 

Science of money matters which emphasizes the physical (fixed 

assets) and financial resources (revenues and investments) of the 

City of Ilagan Water District (CIWD). Financial planning, review 

and management are significant factors in attaining specific goals 

and objectives of an organization. The “Commercial Matters” 

features the classification of service connection, collection 

enforcement, billing and the market growth derived to achieve 

efficient operation. 

 This manual serves as a guide and reference to the 

procedures, practices, evaluation, assessment and analysis of the 

accuracy and effectiveness of the policies of the City of Ilagan 

Water District. Policies are classified as Originated, Appealed and 

Imposed. 

 The formulation of effective policy begins with a problem 

statement and is followed by the correct response to the statement 

and reasoning behind the correct response. 

 It is, therefore, very befitting that the Finance and 

Commercial Division comes up with this manual which aims to 

inform, educate CIWD concessionaires and be guided in handling 

about the transparency and fair practices in the establishment of 

water supply industry. 

 Furthermore, a glossary of terms in this manual is useful in 

the process of defining a properly operational and sustainable 

water supply system. 

 Finally, this manual is based on the best knowledge in the 

field and commercial policies. 

FOREWORD 
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 Water rates are instruments for receiving the cost of providing 

adequate water service to customers and must reflect not only the 

fixed costs of the  supply system, but also the operating expenses of 

the water district. The cost of service should be equated with          

revenue requirement for the purpose. 

FULL-COST PRICING 

 Full-cost pricing means establishing a price per unit of          

water  (per cu.m) that covers all the costs  involved in producing     

water and delivering it to the  customer. 

 There are several reasons why full-cost pricing is used. First, it 

is the fairest way of charging water. The price tells the customer 

what it costs to deliver the water to a house or place or business. 

Second, knowing that  everyone must pay the full price, customers 

will have a tendency not to waste, and  therefore,  full-cost  pricing 

acts as a conservation measure.  Finally, water  income  will cover 

expenditures plus provide extra funds for emergencies and small  

additions or  replacement of the system. 

 In all likelihood the accounting system may need to be         

updated  to  show  true  expenses, public hearings may be            

necessary to explain the rates and the  system’s operation,  and  

meters may have to be installed. 

 To charge the total cost of water to the customers as fairly as 

possible, the system must be 100 percent metered.  That means 

every service or customer must have a meter, and there must be a 

master meter on the outlet of each source of supply to show how 

much water was provided. If some customers are  unmetered, a flat 

rate must be incorporated as part of the total rate schedule. 

 

WATER RATES 

 

    BASIC GUIDE               

TO WATER RATES 
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RATE STRUCTURE 

 A basic structure should be made up to two parts. The first part, 

the base rate is a charge per  customer to recover fixed expenses,   

including the cost of debt service, reserve requirements, and capital 

improvements. This charge guarantees enough income to meet the 

utility’s basic costs during periods of low water sales due to drought or 

other reasons. 

The second part, called the unit rate, is a charge per unit of water sold 

to cover the cost of operation, maintenance and administration. With 

this two-part structure, all customers share equally in the basic costs 

of the water system and each pays only for the water used. 

METERED RATE 

 It is generally accepted that the charging for water in proportion 

to the amount and characteristics of use, and hence in proportion to 

cost, is more equitable than charging on a flat rate basis. Metering of     

service connections has long been recognized as the economical and 

equitable procedure for arriving at the appropriate water charges.   

Metered rates are imposed on the basis of the  actual volume of water    

consumed for a billing period. 

 The prescribed rate structure consists of two components, viz. 

the minimum charge (MC) and the commodity charges (CC). 

a. Minimum Charge (MC). This is also known as the service charge or 

the demand charge. Minimum charge is fixed depending on the size 

and the classification of service connection (customer class) and 

should cover the first 10 cu.m. of water consumption. The MC is       

established to cover fixed costs required to carry on vital water supply 

functions not directly connected with production and  distribution. 

 The MC is set in accordance with the following criteria: 

 (1)  The MC should be within the ability to pay of the low income 

users. It is established  that a 10 cu.m. is enough to supply the         

domestic water need of low income users. 

 (2)  The MC varies in proportion to the size of the meter such 

that the bigger the size of the meter,  the higher the MC. This is       

accomplished through the application of capacity factor, also known as 

equivalent meter and service ratio, a way of reflecting the cost of 

providing the facilities to meet the demands of the consumers. 
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b. Commodity Charge (CC).  Commodity charge is the amount 

charged per cu.m in excess of the minimum charge (first 10 cu.m) 

and computed to cover expenses related to production, distribution, 

and all other costs not recovered from the MC. 

 

 The CC is set in accordance with the following criteria: 

 

 (1)  Volume after the first 10 cu.m should be divided into  

 quantity blocks of   10 cu.m. with number of blocks of not less 

 than three. 

 

 (2)  The unit price (cost per cu.m.) per block should increase 

 as consumption increases. The unit  price per block within a 

 schedule  (according to size and classification of connections) 

 should be ascending order, i.e., ascending quantity block rate 

 structure. 

 

 (3)   The incremental increase between blocks could either be 

 at a  uniform, increasing or decreasing trend depending on 

 how the  market will react, the cost of alternate water supply, 

 and  the relative  affluence of large consumers. An irregular 

 or inconsistent incremental  increase between quantity blocks 

 should be avoided. 

 

 (4)  The CC should be uniform per classification of service 

 connection (customer class) regardless of the meter size. 

 

 Water service connections are classified into three customers 

classes. Based on this classification, conversion factors are            

assigned and used in arriving at the corresponding water rates. The 

conversion factors are to be multiplied to the residential rates, both 

to the minimum and commodity charges. 
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Classification Conversion Factor 

Residential / Government  1.0 

Commercial / Industrial  2.0 (of Residential) 

Commercial - A  1.75 

Commercial - B  1.50 

Commercial - C  1.25 

Bulk / Wholesale  3.0 (of Residential) 

 

   CLASSIFICATION OF 

SERVICE CONNECTION 

 The commercial class was deemed in classification and the     

district found it difficult to deal with various concessionaires regarding 

consistency in implementation. This led to the sub-classifications of 

commercial with assigned lower conversion factors. 

SUBCLASSIFICATION  OF  COMMERCIAL  CLASS 

Classification 
Conversion 

Factor 
Definition  

Commercial / Industrial A-1 2.0 Rest houses - 

  Hotels, lodges and the likes - 

  
Hospitals, whether private or 

public 

- 

  
Cafeterias managed by          

cooperatives, corps. etc  

- 

  Ice cream parlors - 

  Restaurants - 

  
Beer houses, Bars, night 

clubs and disco pads. 

- 

  Gasoline stations - 

  
Bus stations and/or              

terminals 

- 
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Classification 
Conversion 

Factor 
Definition  

Commercial /  

Industrial A-1 
 

CHB and concrete products                 

manufacturers 

- 

  Theaters - 

  Carinderias - 

  Confectionaries and bakeries - 

  Ice Plant - 

  Private schools - 

  Boarding houses - 

  
Billiard halls and other games &                          

entertainment places 

- 

  
Any residential user who sells or  supplies 

water to others 
- 

Commercial /      

Industrial A - 2 
1.75 Photo services - 

  Dental and medical clinics - 

  Warehouses - 

  Groceries - 

  Gift shops - 

  Drugstore - 

  Offices, including government - 

  Wholesale and retail outlets - 

  Furniture shops - 

  
Fish and meat stalls in public markets with 

individual  water meters 

- 

Commercial /      

Industrial - B 
1.50 Sari-sari stores - 

  Vulcanizing and repair shops - 

  
Other premises utilized for selling foods  

or services including premises used for              

- 

Commercial /      

Industrial - C 
1.25 

Apartments whose owners assume               

payment of water bills using one central 

meter 

- 
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 Water rates could be arbitrary, i.e., determined without serious 

study and planning. Arbitrary rates may prove to be very low and will not 

make the district self supporting or they may be too high as to defeat the 

purpose of serving the majority of water user, hence, the need for a 

good rate strategy. The general should go about determining a rate 

structure that is fair and acceptable to the majority of water users and 

when to apply it is termed water rate strategy. 

 

In its operation, the district must consider two basic premises. 

 

 a)  All water drawn from the water system must be accounted  

      and paid  for. 

 b) Rates must be high enough to meet the financial requirements  

     of the district  (for self-sufficiency), but low enough to be within 

     the ability to pay the majority of users  (for public service). 

 

A good rate strategy should consider the following factors: 

 

 a)  Ability to pay of the users - socio economic condition in the     

      district. 

 b) Cash requirements of the district - operational expenses and 

      capital  investment. 

 c)  Enforceability of the rates - can be justified and made  

      acceptable to the public. 

 d)  Availability of reliable data - basis of realistic computations. 

 

A good rate structure should combine the following chief characteristics: 

 

 a)  Revenue oriented, which gives primary consideration to     

      financial requirements. 

 b) Service oriented, which is primarily designed to favor the low 

      income group. 

 

  

WATER RATE            

STRATEGY 
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REVENUE UNIT METHOD (RUM) 

 

 This makes use if an arbitrary term called Revenue Units (RU) 

into which water consumption, paid at different rates is converted to 

obtain a common reference to simplify computation. This method is 

revenue oriented, with a higher Minimum Charge (MC) and a uniform 

Commodity Charge (CC) regardless of consumption. 

 

 a)   Most applicable to newly formed water district. 

 b)  More applicable to districts with lesser concessionaires and 

       with abundant water supply. 

 c)  Applies the cross - customer subsidy in the first 10 cu.m of  

      consumption in the form of  minimum charge, based on the 

      size of connection. 

 d)  Applies a low uniform commodity charge regardless of  

      consumption rate. 

 e) The effective cost of water tends to decrease as consumption 

      increases. 

 

QUANTITY  BLOCK  METHOD  (QBM) 

 

 This is based on the basic principle that high levels of 

consumption would have higher costs. It is less revenue oriented and 

more public - service oriented than RUM. This method makes use of 

quantity block (QB), 10 cu.m per block, in which consumers pay 

uniform unit price per block per customer class and where the rates 

per block increase on the basis of assigned increment factors. 

 

 a)  Most applicable to establish and already going concern water 

      districts. 

 b)  More applicable to districts with relatively limited sources and 

      where average consumption is relatively higher. 

 c) The commodity charges increase as consumption increases 

      in proportion to consumption rate. 

 d) The effective cost of water tends to increase as consumption 

      increases. 

 



 15 

 

  

 

OPTIONAL METHOD WITHOUT CUSTOMER CLASSIFICATION 

 

 This method is characterized by the following main features: 

 

 a)   Disregard customer classification 

 b)  Combines the Revenue Unit and Quantity block methods in 

       the computation of the water rates but does not apply the     

       Cross-Customer subsidy, i.e., commercial / industrial users 

       and bulk / wholesale users are charged 2x and 3x the rate of 

       residential, respectively, in the  structuring of the rates.       

 c)  The rate structure consists of a Minimum Charge (MC) also 

       known metering services charge and Commodity Charge      

       (CC)  also known as usage / volume charge defined as  

       follows: 

         

  (1)  Minimum charge - for the convenience of having a  

                 large meter, thus the bigger the meter size, the higher 

        the MC. 

  (2) Commodity charges - on the volume of usage, thus as 

                Consumption increases, the CC also increase. 

 

 

 

 

  

The cash flow  projection is a basis reference in the establishment and 

review of water rates. The cash flow indicates the sufficiency of 

existing and proposed rates; determines the need for any rate 

increase; serves as basis for monitoring the district’s operations; 

determines the ability of the district to make forecasts; and presents 

the district’s financial picture for a given period as a consequence of 

the rates. 

 

PERIOD OF PROJECTION 

 Apart form the existing water rates of a district, new rates are 

established for the following reasons: 

 

CASH FLOW                 

PROJECTION 
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 a)  Purely, to meet increasing O & M expenses. 

 b)  To make feasible arrears restructuring. 

 c)  To make feasible restructuring of outstanding loans. 

 d)  To make feasible grant of new loans. 

 

 Depending upon the purpose whereby the rates are 

established, the recommended period of projection may be as follows: 

 

 a)  For meeting increased O & M expenses - the remaining           

      quarters of the current year and the whole of the succeeding 

      year. 

 

 b)  For arrears restructuring, restructuring of  existing loans, and  

      grant  of new loans - eight (8) years to include the current    

      year. 

 

 c)  However,  for  solely  arrears  restructuring - four  (4) years  

      or  less to include the current year. 

  

CONTENTS OF CASH FLOW 

 

 To serve its purpose, cash flow projection should contain the 

following basic information: 

 

 A.  General Data. 

 

  (1)    Production.  The volume of water needed to be  

  supplied by the district taking into account the water  

  demand as influenced by service growth. The water  

  source should be capable of providing the required  

  volume to be generated. 

 

  (2)   Billed Water. The  volume  of  water  sold  and  paid  

  for  the concessionaires, known  also as  the revenue -  

  producing water. This is obtained  by  multiplying  the   

  average  consumption  by  the  number of concessionaire 

  billed. 
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  (3)   Unaccounted Water (UAW).  The Difference between 

  the production and the billed water expressed as   

  percentage of the former. This represents losses in the  

  system largely due to leaks and consumption of illegal  

  connections. 

 

  (4) Market Growth. The increase in the number of  

  concessionaires being  served  by  the district. Granting  

  that  the  supply is sufficient,  the district is encouraged to 

  maximize in this aspect in order to generate more than  

  enough revenues from water sales. 

 

  (5) Average Consumption. The ratio of the volume of  

  water billed water  to  the number  of    collections billed. 

  The  average  consumption  per  connection  is  an   

  important   reference  both   for  anticipating  the  water  

  demand as well as projecting the water sales.  

 

  (6) Effective Water Rate (EWR). The  ratio  of  the  peso  

  value of Billed water to its  volume. In practice, the  EWR  

  is  used  for  computing Projected water sales to simplify 

  the computation process. 

 

  (7) Collection Efficiency (CE). The ratio of the actual  

  collections to the  collection  target. It is a  measure  of   

  the  performance  of the district in collection enforcement.   

 

         B.   Receipts. The total amount of cash collections of the water 

 district and consist of the following: 

  (1)  Water Sales.  The revenues from the billed water. 

  (2) Other Receipts.  The cash collections from all other  

        possible sources of funds. 

 

 C. Disbursement.  The  total amount allocated for  expenditures 

 and  compromise the following: 

  (1)  Operation and Maintenance Expenses (O & M).  For 

  payment of salaries and wages, chemicals for water  

  treatment, power and fuel   for   production, and   other   

  expenses for  administrative, operational & maintenance 

  purposes. 
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  (2)  Debt  Service.  For  payment  of  amortization  for  the  

  loans availed from LWUA and other creditors comprising 

  of current billings and settlement of arrears. 

  (3)  Capital Expenditures (Capex).  For capital outlay to  

  finance  the cost  of  new  service  connections  to  be   

  generated  after project  completion and in some cases  

  small  improvement  and expansion  programs, source  

  development,  electro-mechanical  equipment,  water  

  treatment  and  pumping  facilities, acquisition  of  lot  

  properties, vehicles, supplies including tools, corporate  

  buildings and offices. 

  (4)  Reserves. A  standard  entry  in  the  cash  low  

  projection, the amount to be disposed of according to  

  particular priorities, usually 3% to 10% of total receipts. 

  (5)  Other  Requirements.  Cash   disbursement  not    

  specifically mentioned above are classed in this group. 

 

 D. Cash Balance. Represents the free and inappropriate cash 

available for operations  at  the  beginning  of the period. In case of 

deficit, restructured  cash  funds (e.g. trust fund)  may be  utilized  under 

certain limitation. 

 

 E.  Schedule of water Rates.  Assists the evaluator in 

 determining whether the periodic rate levels are sufficient to 

support the cash requirements. Care should be taken to ensure that the 

rate scheduled are placed under the appropriate  columns within the 

period of projection. 

 

 F.  5% of LIG Average Income.  For comparison, shows  whether 

the rates (minimum charge) are within the capability of the low - income 

group (LIG)  to pay. 

 

 G. Justification of Assumption. Indicates the explanations 

 relative to the data and information utilized  in the projection. In 

making assumptions, reference should be made to the district’s 

 past data and experiences in at least two years of prior 

 operations, except in instances where the district is newly 

 organized or where no data are available. In this case, reference 

 could made to appropriate  industry averages. 
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POWER  COST  ADJUSTMENT 

 This formula is applied when water is pumped using electricity. 

 

Revised Formula (September 11, 2011) 

 

 

 

 

 

 

 

 

 

 

 

 

 

FUEL  COST  ADJUSTMENT 

 This formula is applied when water pumped using fuel. 

 

 

 

 

 

 

 

 

 

            

   PCA = (PCa - PCb) (Bb/Aa)  

Where: PCA = Power - Cost Adjustment in P/cu.m 

 PCa = Current Power Cost per cu.m 

 PCb = Base Power cost per cu.m 

 Ba = Total Water Currently Billed in cu.m 

 Bb = Total Water Produced in cu.m 

   FCA = (FCa - FCb) (Bb/Ba) 

Where: FCA = Fuel - Cost Adjustment in P/cu.m. 

 FCa = Current Fuel Cost per cu.m. 

 FCb = Base Fuel Cost per cu.m. 

 Ba = Total Water Currently Billed in cu.m. 

 Bb = Total Water Produced in cu.m. 

 

ADJUSTMENT OF WATER RATES 
 

   PCA = ((PCa / 1+EF)-PCb))(Ba-Bb) 

Where: PCA = Power - Cost Adjustment in P/cu.m 

 PCa = Current Power Cost per cu.m 

 PCb = Base Power cost per cu.m 

 Ba = Total Water Currently Billed in cu.m 

 Bb = Total Water Produced in cu.m 

 EF = 

Escalation Factor (inflation rate as 

provided by NEDA per LWUA BOT 

Res. No. 105 series 1998) 
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Revised Formula (September 11, 2011) 

LABOR  COST  ADJUSTMENT 

 This formula is applied in the instance of mandatory wage 

increases imposed either through wage orders release by the National 

Labor Relations Commission (NLRC) or Congressional action. 

     

FOREIGN  EXCHANGE COST  ADJUSTMENT 

 This formula is applied when the costs of the materials being 

used by the district which are imported are affected by the fluctuation 

of the foreign exchange. 

 LCA = ALC - ELC 

Where: LCA = Labor - Cost Adjustment in P/cu.m 

 ALC = Adjusted Labor Cost in P/cu.m. 

  = New Salary 

   Revenues 

 ELC = Existing Labor Cost in P/cu.m. 

  = New Salary 

   Revenues 

x  Official Rate 

x  Official Rate 

 

   FCA= ((FCa / 1+EF)-FCb))(Ba/Bb) 

Where: FCA = Fuel - Cost Adjustment in P/cu.m 

 PCa = Current Fuel Cost per cu.m 

 PCb = Base Fuel cost per cu.m 

 Ba = Total Water Currently Billed in cu.m 

 Bb = Total Water Produced in cu.m 

 EF = 
Escalation Factor (inflation rate as 

provided by NEDA per LWUA BOT 

 FEA = (OER) ER - ER 

Where: FEA = Foreign Exchange - Cost adjustment in P/cu.m 

 OER = Official Exchange Ratio,P/US$(Using CB figure) 

  = Current Exchange Rate (Using CB figure) 

   Previous Exchange Rate (Using CB figure) 

 ER = Effective Rate 

  = Total Sales, P 

   Total Billing, cu.m. 
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PUBLIC HEARING FOR WATER 

RATE INCREASE 

 

LEGAL BASIS 

 Sec. 63 of PD 198, as amended. “The rates or charges 

established by such local district,  after hearing shall have been 

conducted for the purpose, shall be subjected to review by the 

Administration to establish compliance with the above stated provisions.” 

 Sec. 5 of LOI 700.  “The water district concerned shall conduct 

public hearings prior to any proposed increase in water rates.” 

 Sec. 3 of LOI 744.   “The Local Water Utilities Administration and 

each water districts shall prepare a public education program which shall 

concentrate on the need and methods for water conservation, water 

rates, water facilities requirements and need for financing, other related 

aspects of water district operations. They shall, in addition, prepare a 

comprehensive program and system of public consultation, both formally 

in hearings and informally through an education program, when 

considering increases in water rates, particularly at the time when water 

districts initiate operation.” 

 

INTRODUCTION 

 A public hearing in the context of this subject means a forum or a 

medium of public discussion or consultation between the water district 

and its constituency, the primary purpose of which is to inform the latter 

about a proposed water - rate  increase and the appertaining 

justifications. 

 

For the concessionaires and the general public, this undertaking serves 

as a venue for airing their opinions, criticisms and counter suggestions to 

the issues at hand. 

 

 A public hearing for any proposed water - rate increase may be  

conducted in the following instances: 

 

 A)   Presentation of initial metered rates, with or without project. 
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 B)   Presentation of subsequent rate increase in connection with  

       proposed project implementation, and/or for reason of  

       increase in operational costs. 

 

 C)  Presentation of a series of committed rate increases brought 

       about  by  loan restructuring agreements with LWUA. 

 

 D)  For special cases, which includes the presentation of cost      

      adjustment rate formulas. 

  

 The activities required in the conduct of public hearing are 

grouped into three stages, namely:  pre - public hearing stage, public 

hearing stage, and post  public hearing stage. 

 

PRE - PUBLIC HEARING STAGE 

 

 All proposals for rate increase are to be coordinated first with 

LWUA for  advice and/or consultation. If a proposal is found to be in 

conformance with  existing policies and legal requirements, the district 

may proceed with the necessary preparations. 

  

 Prior to the public hearing, the district must undertake an 

intensive public information program in the areas directly affected. 

Broadcast media may be  harnessed to ensure wide dissemination of 

the districts programs and to enlist public support for the rate increase. 

The print media may likewise be harnessed in cities or urbanized 

towns where there are local newspapers. The appropriate dialogues 

with local leaders, through barangayan or community assembly, may 

also be   undertaken. 

 

Public information programs. It is recommended that public 

information projects   proceed on the basis of four steps: 

 

 A)  Research. To determine attitudes and opinions that public  

 information  questionnaires, personal and telephone interviews, 

 focus groups, and other  methods. 
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 B)  Planning. To identify target audiences as well as decide the  

 messages to be conveyed and the media through which to 

 deliver them. The target audiences include customers and other 

 governmental units. The messages include:      

 

  (1)   The reasons for the project. 

  (2)  Description of how the improvements would benefit  

         customers. 

  (3)  Comparison with water rates in other communities. 

  (4)  Comparison with other commodities. 

  (5)  Comparison with other utilities. 

  (6)  What the increase will mean to the average customer. 

 

 The media include: 

 

  (1)   News - print and electronic. 

  (2)   Direct mail. 

  (3)   Presentations. 

  (4)   Public meetings. 

  

 C)     Implementation.    Carrying out the plan. 

 

 D)   Evaluation.  Throughout the program so that adjustments 

 can be  made. The public also provide the ultimate evaluation of 

 the districts efforts. 

 

 The issuance of notices for public hearing must conform with 

the following  requirements: 

 

 A)  Notices are to be disseminated to the existing and              

 prospective  concessionaires, opinion ledgers, and local officials 

 at least 15 days prior to the schedule. Each notice contains the 

 following  information: 

 

  (1)   Purpose of the hearing; 

  (2)  Schedule of proposed rates increases as adopted by 

         the CIWD Board; 

  (3)  Place, date and time. 
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 B)    Notices are to be posted in conspicuous public places, at 

 least   seven (7) days before the hearing if the district covers two 

 or more  municipalities/cities. 

 

PUBLIC HEARING STAGE 

 

 The district is responsible for the conduct of the public hearing 

program. The time and venue may be such to ensure the best            

attendance of  concessionaires. The program must allocate sufficient 

time for the presentation of justifications of the rate increase and         

accommodate comments and counter proposals, if any. 

 

 In all public hearings, at least LWUA representative must be        

present to  provide factual information, closely observe the               

proceedings, and assess  whether the public generally accepted the 

water rates proposal. The members of the district Board may also be 

present to answer possible questions appertaining to their    functions. 

 

 Where the district compromises just one city/municipality but 

covering several barangays; where the service area covers a wide          

territorial jurisdiction; or when the magnitude of increase is significant, 

the district may resort to multiple presentation through different               

barangays. 

 

Where the district service area covers more than one city/municipality,  

public hearings must be conducted in each city/municipality covered. 

 

POST PUBLIC HEARING STAGE 

 

 After the conduct of the public hearing, all documents necessary 

to support approval of the water - rate increase are to be submitted as 

soon as possible to facilitate the processing thereof within a reasonable 

time. 

 The following documents are to be submitted by the water district 

to LWUA: 

A) Copy of the Notice of public hearing duly circulated and received; 

B) Minutes in public hearing; 

D)  Pictures taken during hearing (optional); 

E)  Details of community dialogues conducted (barangayan). 
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The LWUA representative must submit to the Administrator a report  

containing the following   information: 

 A)   The date, time, and place of the public hearing. 

 B)   Summary of attendance, i.e., officials, district and LWUA   

       representatives, concessionaires, media representatives, etc. 

 C)  An assessment of the public acceptance of the water rate      

       increase. 

 

OPPOSITION TO NEW RATES 

 In some cases, advocates against water rate increase resort to 

court  action, seeking court injunctions to stop the enforcement to new 

rates. In such event, the district is well advised to be knowledgeable of      

administrative requirements for rates implementation which consist of 

the following: 

 A)    Public hearing for the purpose. 

 B)    Board Resolution adopting rates. 

 C)    Review, approval and confirmation of the rates by LWUA. 

 D)    Observe of the effectivity period of implementation. 

After LWUA’s confirmation, the new rates are deemed effective and   

enforceable seven (7) days after public posting in the district.  Should 

any  complaints against these rates arise, such complaints should be 

filed within three (3) days after posting with the National  Water         

Resources Board (NWRB). Said office is given thirty (30) days within 

which to take action, which action if unacceptable to  complainants may 

be elevated to the Office of the President. 

In case, therefore, of any court proceeding, the district must consider 

the following aspects: 

 A)    Exhaustion of all administrative remedies. 

 B)    Other consideration besides the legal aspects. 

 The chance of the district in winning court cases is greater      

provided it has taken all the proper steps in the formulation and      

adoption of its water rates. 

 

VALIDITY OF PUBLIC HEARING 

 

 Public hearing remains valid if the level of rates presented in 

such  hearing is the same as that being submitted to LWUA for review 

and approval. Otherwise, another public hearing must be conducted if 

the  level rates is higher than what was originally presented in said 

hearing. 
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LEGAL BASIS 

 

 It has often been the misconception that once water rates are 

presented and accepted in a public hearing, the process is already 

enough to warrant  implementation, provides that the rates and    

changes   established by the Local  Water Utility, after hearing is      

conducted for the purpose, are subject to review by the Administration 

to establish compliance with the above-stated provisions. 

 

It should be understood that the review of rates includes approval by 

the Administrator and subsequent confirmation by the LWUA Board of 

Trustees. 

 

DOCUMENTARY REQUIREMENTS 

 

 In order for the rates to be reviewed, the following documents are  

needed to be submitted by the   water district: 

 

A. District Board Resolution,  adopting the water rates. The resolution 

must indicate the rate schedule/s and the expected date/s of          

implementation. 

 

B. Minutes of Public Hearing,  integrating the proceeding involved in 

the  conduct  of the hearing and  indicating the rate schedule/s and 

the expected   date/s of Implementation. A copy of the attendance 

and where applicable, photographs taken during the conduct of the    

hearing may, likewise be   included. 

 

C. Cash flow Projection, covering the period within which the rate 

schedule/s are to be effective. This is   prepared  using a              

prescribed format. 

 

 

REVIEW OF WATER RATES 
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D. Consumption Patterns,  covering the preceding six-month period 

separately for the residential and  commercial usage. These are   

presented in prescribed charts. 

 

E. Water District Profile,   serves as a window to the water district      

operations. This is prepared in a prescribed form. 

 

EFFECTIVITY 

 

 Water rates, once confirmed, are executory and enforceable after 

the lapses of seven (7) calendar days from posting in a public place in 

the locality of the water district, without prejudice to an appeal being   

undertaken by the water  concessionaire to the National Water         

Resources Board (NWRB) whose decision is appealable to the Office 

of the President. An appeal to the NWRB must be  perfected within 30 

(thirty days) days after the expiration of the seven-day period of      

posting. The board will decide on the appeal within thirty (30) days from  

perfection. 

 

For practical intents and purposes, the start of implementation is 

deemed as the consumption month following the seven-day posting   

period. 

 

PROVISIONAL IMPLEMENTATION 

 

 In instances where there is inconceivable urgency for the district 

to  implement the established water rates and when such could not wait 

for the final review by the Administration, a district may be authorized      

provisional  implementation of the rates, subject to the following           

conditions: 

 

A. The rate increase is in conformity with the provisions of Section 63 

PD 19 (as amended), LOI 700 and other applicable policies and 

guidelines. 

 

B. A majority of the consumers and the local government officials do 

     not object to the new rates as certified by the hearing officer. 
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C. There is urgency to implement the increase within thirty (3) days        

immediately following the month of public hearing under the                   

following conditions: 

 

 (1)  The district has an existing negative cash flow. 

 

 (2) The provisional implementation of the rates is necessary 

       to avert an imminent negative cash flow. 

 

D. The provisional implementation of the rates is executory and             

enforceable after the lapse of seven(7) calendar days from   

posting and will remain effective for a period of ninety(90)      

calendar days  from the date of  approval of the  provisional     

implementation. 

 

E. The provisional implementation is without prejudice to an 

     exception being taken by water concessionaires to LWUA within 

     (30) calendar days from said  implementation. LWUA must 

     make decision within (30) calendar days from the time of receipt 

     of the exception to the provisional implementation. 

 

F. The rates must be elevated to the LWUA Board for confirmation 

     within sixty (60) calendar days from the date of approval of the 

     provisional implementation. 

 

Notwithstanding the above - stated conditions, the provisional              

implementation may only be granted when all documentary                  

requirements for the review of the rates are submitted. 
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OPERATION & MAINTENANCE 

POLICY 2015 
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OPERATION & MAINTENANCE 

POLICY 2016 
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 In accordance to the billing adjustment policy resolved by the 

Board of  Directors of City of Ilagan Water District during its regular 

meeting held in April 3, 2009 at the Ilagan Water District Office, the    

following policies are hereby  provided for management of City of Ilagan 

Water District to adopt. 

 

BILLING ADJUSTMENT POLICY (BAP) No. 01 

Series 2009 

 

Waving of Penalties and surcharges derived from late payment: 

 

 Case 1:   May apply to establishment and government agencies 

       whose funding for such are sourced  out  from  their 

                respective  Central offices. 

 Case 2:   May apply  to City Government-Ilagan,  Provincial      

                Government of Isabela and their subsidiaries. 

 Case 3:   May apply to consumers whose billing are under          

        protest and are subject to billing adjustment and        

        verification. 

 

BILLING ADJUSTMENT POLICY (BAP) No. 02 

Series 2009 

Interior Leak: 

  

Water loss is located after the water meter and within the in-house 

plumbing  system. 
 

 For minimum consumption (1 - 10 cu.m) - no adjustment required, 

apply regular water rates. 

 For billing exceeding the minimum consumption. 

 BAP #02 = ABC + BA (CRW) 

 Where ABC = Average Billing (normal) consumption of last 3  

               months. 

            BA   = difference of average last 3 months (normal)       

              consumption and current month consumptio(cu.m). 

            CRW = Cost of Raw Water (in pesos per cu.m) 

 

BILLING ADJUSTMENT POLICY 
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Where: CRW = Power Cost + Depreciation Cost 

       Production (cu.m) 

 

BILLING ADJUSTMENT POLICY (BAP) No. 03 

Series 2009 

Turbid Water: 

 

 Where water physical properties exceed the Philippine         

National  Standards for Drinking Water (PNSDW) parameters as to 

color and high presence of sediment formation is visible. 

 For minimum consumption (1 - 10 cu.m): No adjustment required, 

apply regular water rates. 

 For billing exceeding the minimum consumption 

 BAP #03 = ABC + BA (CRW) 

 Where ABC = Average Billing (normal) consumption of last 3    

                        months. 

            BA   = difference of average last 3 months (normal)                 

     consumption and current month consumption  

              (cu.m). 

            CRW = Cost of Raw Water (in pesos per cu.m) 

 

 Where: CRW = Power Cost + Depreciation Cost 

       Production (cu.m) 

 

BILLING ADJUSTMENT POLICY (BAP) No. 04 

Series 2009 

 

Excessive Air Pressure 

  

 Presence of excessive air within the distribution system     

causing abnormal flow of water and water meter registry. 

 

 For minimum consumption (1 - 10 cu.m): No adjustment required, 

apply regular water rates. 

 

 For billing exceeding the minimum consumption 

 

 BAP #04 = ABC + BA (CRW) 

 Where ABC  =  Average Billing (normal) consumption of last 3    

        months. 
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            BA     =  difference of average last 3 months (normal)     

                 consumption  and current month consumption  

       (cu.m). 

            CRW =  Cost of Raw Water (in pesos per cu.m) 

 

 Where: CRW = Power Cost  

                           Production  

 

 

BILLING ADJUSTMENT POLICY (BAP) No. 05 

Series 2009 

 

On fast, slow and stuck - up water meters including reverse (back 

flow) cases: 

 

 For minimum consumption (1 - 10 cu.m): No adjustment required, 

apply regular water rates. However, water meters shall be           

dismantled for cleaning, restoration and calibration. 

 

 For billing exceeding the minimum 10 cu.m consumption:             

Determine ratio and get percentage of water meter readings         

between consumer’s water meter and Testing Kit -  water meter. 

Adjust billing in  consideration according to the  percentage as   

computed. 

 

 In cases of stuck - up and back flow, the average last 3 months 

consumption is determined for billing  consideration. 

 

 

Policy Effectivity: 

 

 This policy takes effect immediately.  

 All policies, rule and regulations inconsistent herewith are     

hereby deemed superseded or amended,  accordingly. 

 Approved unanimously : April 3, 2009 at Ilagan, Isabela. 
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LOCAL WATER UTILITIES (LWUA) APPROVED        

WATER RATES FOR                                                              

CITY OF ILAGAN WATER DISTRICT 

 

 

 

1st Step Water Rates (2008) 
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NOTICE OF IMPLEMENTATION 

OF THE 

APPROVED WATER RATES ADJUSTMENT 

 

 

TO:       OUR VALUED CONSUMERS 

 

 IN COMPLIANCE AND PURSUANT TO SECTION 63 OF PD 198 AS 

AMENDED, NOTICE IS HEREBY SERVED TO THE PUBLIC THE                                     

IMPLEMENTATION OF THE   APPROVED WATER RATES ADJUSTMENT 

AS PER LOCAL WATER UTILITIES ADMINISTRATION (LWUA) BOARD OF                  

TRUSTEES RESOLUTION NO. 69 SERIES OF 2008 DATED MAY 20, 2008                   

APPROVING THE ILAGAN WATER DISTRICT SCHEDULE OF APPROVED                  

WATER RATES AS PRESENTED IN THE PUBLIC HEARING HELD IN 

MARCH 13, 2008 AT THE MARJ’S HOTEL FUNCTION HALL, GANGAN ST., 

ILAGAN, ISABELA. THE APPROVED WATER RATES FOR                                  

IMPLEMENTATION EFFECTIVE JULY 2008 BILLING (JUNE 2008                        

CONSUMPTION) ARE AS FOLLOWS: 

Classification  Size  

Minimum 

Charge 
Commodity Charge  

0-10 cu.m 
11-20 

cu.m 

21-30 

cu.m 

31-40 

cu.m 

41-Up 

cu.m 

RESIDENTIAL / 

GOVERNMENT    

1/2” 290.00 30.25 34.55 40.15 45.60 

3/4” 464.00 30.25 34.55 40.15 45.60 

1” 928.00 30.25 34.55 40.15 45.60 

1 1/2” 2,320.00 30.25 34.55 40.15 45.60 

2” 5,800.00 30.25 34.55 40.15 45.60 

3” 10,440.00 30.25 34.55 40.15 45.60 

4” 20,880.00 30.25 34.55 40.15 45.60 

1/2” 580.00 60.50 69.10 80.30 91.20 

COMMERCIAL / 

INDUSTRIAL   

3/4” 928.00 60.50 69.10 80.30 91.20 

1” 1,856.00 60.50 69.10 80.30 91.20 

1 1/2” 4,640.00 60.50 69.10 80.30 91.20 

2” 11,600.00 60.50 69.10 80.30 91.20 

3” 20,880.00 60.50 69.10 80.30 91.20 

4” 41,760.00 60.50 69.10 80.30 91.20 
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Classification  Size  

Minimum Commodity Charge  

0-10 cu.m 
11-20 

cu.m 

21-30 

cu.m 

31-40 

cu.m 

41-Up 

cu.m 

COMMERCIAL A 

1/2” 507.50 52.90 60.45 70.25 79.80 

3/4” 812.00 52.90 60.45 70.25 79.80 

1” 1,624.00 52.90 60.45 70.25 79.80 

1 1/2” 4,060.00 52.90 60.45 70.25 79.80 

2” 10,150.00 52.90 60.45 70.25 79.80 

3” 18,270.00 52.90 60.45 70.25 79.80 

4” 36,540.00 52.90 60.45 70.25 79.80 

COMMERCIAL B 

1/2” 435.00 45.35 51.80 60.20 68.40 

3/4” 696.00 45.35 51.80 60.20 68.40 

1” 1,392.00 45.35 51.80 60.20 68.40 

1 1/2” 3,480.00 45.35 51.80 60.20 68.40 

2” 8,700.00 45.35 51.80 60.20 68.40 

3” 15,660.00 45.35 51.80 60.20 68.40 

4” 31,320.00 45.35 51.80 60.20 68.40 

COMMERCIAL C  

1/2” 362.50 37.80 43.15 50.15 57.00 

3/4” 580.00 37.80 43.15 50.15 57.00 

1” 1,160.00 37.80 43.15 50.15 57.00 

1 1/2” 2,900.00 37.80 43.15 50.15 57.00 

2” 7,250.00 37.80 43.15 50.15 57.00 

3” 13,050.00 37.80 43.15 50.15 57.00 

4” 26,100.00 37.80 43.15 50.15 57.00 

1/2” 870.00 90.75 103.65 120.45 136.80 

BULK /    

WHOLESALE 

3/4” 1,392.00 90.75 103.65 120.45 136.80 

1” 2,784.00 90.75 103.65 120.45 136.80 

1 1/2” 6,960.00 90.75 103.65 120.45 136.80 

2” 17,400.00 90.75 103.65 120.45 136.80 

3” 31,320.00 90.75 103.65 120.45 136.80 

4” 62,640.00 90.75 103.65 120.45 136.80 
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2nd Step Water Rates (2012) 
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NOTICE OF IMPLEMENTATION 

OF THE 

LWUA APPROVED 2nd STEP WATER RATES 

 

 

TO:       OUR VALUED CONSUMERS 

 

 IN COMPLIANCE AND PURSUANT TO SECTION 63 OF PD 198 AS 

AMENDED, NOTICE IS HEREBY SERVED TO THE PUBLIC THE                                     

IMPLEMENTATION OF THE   APPROVED WATER RATES ADJUSTMENT 

AS PER LOCAL WATER UTILITIES ADMINISTRATION (LWUA) BOARD OF                  

TRUSTEES RESOLUTION NO. 69 SERIES OF 2008 DATED MAY 20, 2008                   

APPROVING THE ILAGAN WATER DISTRICT SCHEDULE OF APPROVED                  

WATER RATES AS PRESENTED IN THE PUBLIC HEARING HELD IN 

MARCH 13, 2008 AT THE MARJ’S HOTEL FUNCTION HALL, GANGAN ST., 

ILAGAN, ISABELA. THE APPROVED 2nd STEP WATER RATES FOR                                  

IMPLEMENTATION EFFECTIVE JANUARY 2012 BILLING (DECEMBER 2011                        

CONSUMPTION) ARE AS FOLLOWS: 

Classification  Size  

Minimum 

Charge 
Commodity Charge  

0-10 cu.m 
11-20 

cu.m 

21-30 

cu.m 

31-40 

cu.m 

41-Up 

cu.m 

RESIDENTIAL / 

GOVERNMENT    

1/2” 320.00 33.35 38.10 44.30 50.30 

3/4” 512.00 33.35 38.10 44.30 50.30 

1” 1,024.00 33.35 38.10 44.30 50.30 

1 1/2” 2,560.00 33.35 38.10 44.30 50.30 

2” 6,400.00 33.35 38.10 44.30 50.30 

3” 11,520.00 33.35 38.10 44.30 50.30 

4” 23,040.00 33.35 38.10 44.30 50.30 

1/2” 640.00 66.70 76.20 88.60 100.60 

COMMERCIAL / 

INDUSTRIAL   

3/4” 1,024.00 66.70 76.20 88.60 100.60 

1” 2,048.00 66.70 76.20 88.60 100.60 

1 1/2” 5,120.00 66.70 76.20 88.60 100.60 

2” 12,800.00 66.70 76.20 88.60 100.60 

3” 23,040.00 66.70 76.20 88.60 100.60 

4” 46,080.00 66.70 76.20 88.60 100.60 
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Classification  Size  

Minimum Commodity Charge  

0-10 cu.m 
11-20 

cu.m 

21-30 

cu.m 

31-40 

cu.m 

41-Up 

cu.m 

COMMERCIAL A 

1/2” 560.00 58.35 66.65 77.50 88.00 

3/4” 896.00 58.35 66.65 77.50 88.00 

1” 1,792.00 58.35 66.65 77.50 88.00 

1 1/2” 4,480.00 58.35 66.65 77.50 88.00 

2” 11,200.00 58.35 66.65 77.50 88.00 

3” 20,160.00 58.35 66.65 77.50 88.00 

4” 40,320.00 58.35 66.65 77.50 88.00 

COMMERCIAL B 

1/2” 480.00 50.00 57.15 66.45 75.45 

3/4” 768.00 50.00 57.15 66.45 75.45 

1” 1,536.00 50.00 57.15 66.45 75.45 

1 1/2” 3,840.00 50.00 57.15 66.45 75.45 

2” 9,600.00 50.00 57.15 66.45 75.45 

3” 17,280.00 50.00 57.15 66.45 75.45 

4” 34,560.00 50.00 57.15 66.45 75.45 

COMMERCIAL C  

1/2” 400.00 41.65 47.60 55.35 62.85 

3/4” 640.00 41.65 47.60 55.35 62.85 

1” 1,280.00 41.65 47.60 55.35 62.85 

1 1/2” 3,200.00 41.65 47.60 55.35 62.85 

2” 8,000.00 41.65 47.60 55.35 62.85 

3” 14,400.00 41.65 47.60 55.35 62.85 

4” 28,800.00 41.65 47.60 55.35 62.85 

1/2” 960.00 100.05 114.30 132.90 150.90 

BULK /    

WHOLESALE 

3/4” 1,536.00 100.05 114.30 132.90 150.90 

1” 3,072.00 100.05 114.30 132.90 150.90 

1 1/2” 7,680.00 100.05 114.30 132.90 150.90 

2” 19,200.00 100.05 114.30 132.90 150.90 

3” 34,560.00 100.05 114.30 132.90 150.90 

4” 69,120.00 100.05 114.30 132.90 150.90 
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3rd Step Water Rates (2017) 
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NOTICE OF IMPLEMENTATION 
 

SCHEDULE OF WATER RATES APRROVED FOR  

PROVISIONAL  IMPLEMENTATION 

JANUARY 23, 2017 

Classification  Size  

Minimum 

Charge 
Commodity Charge  

0-10 cu.m 
11-20 

cu.m 

21-30 

cu.m 

31-40 

cu.m 

41-Up 

cu.m 

RESIDENTIAL / 

GOVERNMENT  

1/2” 350.00 36.45 41.65 48.45 55.00 

3/4” 560.00 36.45 41.65 48.45 55.00 

1” 1,120.00 36.45 41.65 48.45 55.00 

1 1/2” 2,800.00 36.45 41.65 48.45 55.00 

2” 7,000.00 36.45 41.65 48.45 55.00 

3” 12,600.00 36.45 41.65 48.45 55.00 

4” 25,200.00 36.45 41.65 48.45 55.00 

6” 42,000.00 36.45 41.65 48.45 55.00 

8” 67,200.00 36.45 41.65 48.45 55.00 

10” 96,600.00 36.45 41.65 48.45 55.00 

COMMERCIAL / 

INDUSTRIAL  

1/2” 700.00 72.90 83.30 96.90 110.00 

3/4” 1,120.00 72.90 83.30 96.90 110.00 

1” 2,240.00 72.90 83.30 96.90 110.00 

1 1/2” 5,600.00 72.90 83.30 96.90 110.00 

2” 14,000.00 72.90 83.30 96.90 110.00 

3” 25,200.00 72.90 83.30 96.90 110.00 

4” 50,400.00 72.90 83.30 96.90 110.00 

6” 84,000.00 72.90 83.30 96.90 110.00 

8” 134,400.00 72.90 83.30 96.90 110.00 

10” 193,200.00 72.90 83.30 96.90 110.00 
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Classification  Size  

Minimum 

Charge 
Commodity Charge  

0-10 cu.m 
11-20 

cu.m 

21-30 

cu.m 

31-40 

cu.m 

41-Up 

cu.m 

COMMERCIAL A 

1/2” 612.50 63.75 72.85 84.75 96.25 

3/4” 980.00 63.75 72.85 84.75 96.25 

1” 1,960.00 63.75 72.85 84.75 96.25 

1 1/2” 4,900.00 63.75 72.85 84.75 96.25 

2” 12,250.00 63.75 72.85 84.75 96.25 

3” 22,050.00 63.75 72.85 84.75 96.25 

4” 44,100.00 63.75 72.85 84.75 96.25 

6” 73,500.00 63.75 72.85 84.75 96.25 

8” 117,600.00 63.75 72.85 84.75 96.25 

10” 169,050.00 63.75 72.85 84.75 96.25 

COMMERCIAL B  

1/2” 525.00 54.65 62.45 72.65 82.50 

3/4” 840.00 54.65 62.45 72.65 82.50 

1” 1,680.00 54.65 62.45 72.65 82.50 

1 1/2” 4,200.00 54.65 62.45 72.65 82.50 

2” 10,500.00 54.65 62.45 72.65 82.50 

3” 18,900.00 54.65 62.45 72.65 82.50 

4” 37,800.00 54.65 62.45 72.65 82.50 

6” 63,000.00 54.65 62.45 72.65 82.50 

8” 100,800.00 54.65 62.45 72.65 82.50 

10” 144,900.00 54.65 62.45 72.65 82.50 

1/2” 437.50 45.55 52.05 60.55 68.75 

COMMERCIAL C 

3/4” 700.00 45.55 52.05 60.55 68.75 

1” 1,400.00 45.55 52.05 60.55 68.75 

1 1/2” 3,500.00 45.55 52.05 60.55 68.75 

2” 8,750.00 45.55 52.05 60.55 68.75 

3” 15,750.00 45.55 52.05 60.55 68.75 

4” 31,500.00 45.55 52.05 60.55 68.75 

6” 52,500.00 45.55 52.05 60.55 68.75 

8” 84,000.00 45.55 52.05 60.55 68.75 

10” 120,750.00 45.55 52.05 60.55 68.75 
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Classification  Size  

Minimum 

Charge 
Commodity Charge  

0-10 cu.m 
11-20 

cu.m 

21-30 

cu.m 

31-40 

cu.m 

41-Up 

cu.m 

BULK  /  

WHOLESALE 

1/2” 1,050.00 109.35 124.95 145.35 165.00 

3/4” 1,680.00 109.35 124.95 145.35 165.00 

1” 3,360.00 109.35 124.95 145.35 165.00 

1 1/2” 8,400.00 109.35 124.95 145.35 165.00 

2” 21,000.00 109.35 124.95 145.35 165.00 

3” 37,800.00 109.35 124.95 145.35 165.00 

4” 75,600.00 109.35 124.95 145.35 165.00 

6” 126,000.00 109.35 124.95 145.35 165.00 

8” 201,600.00 109.35 124.95 145.35 165.00 

10” 289,800.00 109.35 124.95 145.35 165.00 
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SM Mart, Inc. (SMI) Agreement 

COLLECTION AGREEMENT 
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Landbank of the Philippines (LBP) Agreement 

 



 52 

 

 



 53 

 

 



 54 

 

 



 55 

 

 Accounting is a tool in Financial Management. Information from 

the  accounting system shall determine the productivity and enable to        

evaluate the  performance of the agency’s operation, the results of the            

evaluation is a guide in determining what course of action to follow in    

future operation. 

 

 The accounting system must be comprehensive but flexible to     

ensure that information can be adhered in a way that these are            

understood even by those who have no technical knowledge of             

accountancy. 

 

Commercial Practices System (CPS) 

 Commercial Practices System comprises the prescribed systems 

and procedures to effectively account for all the transactions, safeguard 

the assets, promote operational efficiency and provide uniform                      

management information and reporting system among water districts. 

 

Benefits from the use of the CPS 

 

The standard systems and procedures benefit the water district in the    

following ways: 

 

1. Streamlined procedures, systematic report preparation, and the       

appropriate distribution of workload result to a more efficient            

operation in terms of minimal error, if any, timely and reliable reports, 

savings on  supplies and manpower cost and maximize utility of      

operating resources; 

2. Timely and accurate financial and accounting reports make for         

improved performance evaluation and better decisions; 

3. Improved working relationship between management and among the 

different functional units brought about by proper delineation of      

functions; and, 

4. Improved management of assets and other resources and minimize 

losses through the institution of internal control measures. 

 

GENERAL ACCOUNTING AND                

MANAGEMENT  INFORMATION 
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 Government Accounting System is defined pursuant to Section 

109, PD 1445 as one which “encompasses to analyzing, recording,    

classifying, summarizing and communicating all transactions involving 

the receipt and disposition of  government funds and property and        

interpreting the result thereof”. 

 

Objectives 

1. To produce information concerning past operations and present     

condition; 

2. To provide a basis for guidance for future operations; 

3. To provide control for the acts of the public bodies and officers in the 

receipt,  disposition and utilization of funds and property; and 

4. To report on the financial position and results of operations of         

government  agencies for the information of all persons  concerned. 

 

Philippine Financial Reporting Standards (PFRS) comprises a set of 

accounting standards developed by Philippine Accounting Standards 

Board, used  as guidance in the preparation of general purpose  financial 

reports. 

 

PFRS Objectives 

1. Greater transparency 

2. Higher degree of comparability in financial statements. 

3. Quality general purpose financial reports. 
 

 

PFRS Policies and Basic Concepts 

COA Circular No. 2015-003 date April 16, 2015 and COA Resolution No. 

2015-040 dated December 1, 2015, respectively, provide the following 

policies and basic  features of the PFRS.  

 

Accrual Accounting - A modified accrual basis of accounting shall 

be used. All expenses shall be  recognized when incurred and  reported 

in the financial statements in the period to which they relate. Income shall 

be on accrual basis except for transactions where accrual basis is         

impractical or when other methods are required by law. 
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One - Fund Concept -  This system adopts the One Fund Concept. 

Separate Fund accounting shall be done only when specifically required 

by law or by a donor agency, or when otherwise necessitated by           

circumstances subject to prior approval of the Commission on Audit. 

 

Asset Method of Accounting -  This method will be followed in     

recording  disbursement when  expenditures apply to more then one   

accounting period. The expenses shall be recorder upon utilization/

consumption. 

 

Financial Statements and reports - The following reports shall be  

prepared: 

 

 a. Trial Balance 

 b. Balance Sheet 

 c. Statement of Changes in Equity 

 d. Statement of Income and Expenses 

 e. Cash Flow Statement (Direct Method) 

  

 Notes to the financial statement should: 

 a.  Present information about the basis of preparation of the     

 financial statements and the specific accounting policies selected 

 and applied for significant transactions and events: 

 

 b.   Disclose the information required by Philippine Accounting 

 Standards (PARS) that is not presented elsewhere in the financial  

 statements; and 

 

 c.   Provide additional information which is not presented on the 

 face of the financial statements but that  is necessary for a fair     

 presentation. 
 

 

Two - Money Column Trial Balance - The two-money column trial   

balance shall be used 

 

Financial Expenses - Financial expenses shall be separately classified 

from  Maintenance and Other  Operating Expenses. 
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Perpetual Inventory of Supplies and Materials - Supplies and         

materials  purchased for inventory shall be recorded using the Perpetual 

Inventory System. 

 

Valuation of Inventory - Cost of issued items and ending balance of 

supplies and material shall be computed using the First in First Out 

Method. 

 

Construction of Assets -  For assets under construction, liability 

shall be  recognized as bills are   received. Based on the percentage of 

completion and/or      contract. The Construction Period Theory shall be 

applied for costing purposes. 

 

Depreciation - The straight - line method of depreciation shall be used. 

 

Reclassification of Assets - Serviceable assets which are no longer 

used shall be reclassified to “Other  Assets” account and shall not be 

subject to depreciation. 

  

Allowance for Impairment - An allowance for doubtful accounts 

shall be set up for estimated   uncollectible trade receivable to allow for 

their fair valuation. 

 

Recognition of Liability -  Liability shall be recognized at the time 

goods are   accepted; services are  rendered and when supplier/creditor 

bills are received. 

 

Interest Accrual - Whenever practicable and appropriate, interest 

income and/or expenses shall be  accrued and recognized in the book 

of accounts. 

 

Borrowings -  All borrowings secured shall be recorded crediting 

directly the appropriate liability   accounts. 

 

Corollary and Negative Entries -  The use of corollary and negative 

journal entries shall be stopped. Acquisition/disposition of assets shall 

be debited/credited directly to the appropriate assets    accounts. If an    

error is committed, a correcting  entry to adjust the original entry shall be 

prepared. 
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Petty Cash Fund -  The Petty Cash Fund shall be maintained    

under the Imprest System. 

 

Foreign Currency Adjustment -  Foreign Currency deposits and 

outstanding   foreign loans shall be revalued at the exchange rate    

prescribed by the Bangko Sentral ng Pilipinas (BSP) at balance sheet 

data. 

 

BOOKS OF ACCOUNTS 

 

Books of Accounts - Regular Agency Books - The regular agency 

books under the manual system of    government accounting shall 

consist of journals and ledgers as  follows: 

 

 1.   Journals 

 

  A.  Cash Receipts and Deposits Journal 

  B.  Cash Disbursements Journal 

  C.  Check Disbursements Journal 

  D.  General Journal 

 

 2.   Ledgers 

 

  A.   General Ledgers 

 

  B.   Subsidiary Ledgers - where applicable, for 

 

   *   Cash 

   *   Receivables 

   *   Inventories 

   *   Investments 

   *   Property, Plant and Equipment 

   *   Construction in Progress 

   *   Liabilities 
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RESPONSIBILITY ACCOUNTING 

 

Responsibility Accounting Defined.   Responsibility accounting 

is a system that relates the financial results to a responsibility      

center, which provides access to cost and revenue information un-

der the  supervision of a manager having a direct responsibility for 

its performance. It is a system that measures the plans (budgets) 

and   actions (actual results) of each responsibility center. 

 

 

Responsibility Center Defined.   It is part, segment, unit of   

function of a  government agency, headed by a manager, who is  

accountable for a specified set of activities. 

 

 

Objectives of Responsibility Accounting 

 

 1.  To  ensure  that  all costs and revenues are properly 

 charged/credited to the correct  responsibility center so that 

 deviations  from the budget can be readily attributed to       

 accountable  managers. 

 

 2.  To provide a basis for making decisions for future            

 operations;  and 

 

 3.  To facilitate review activities, monitoring the performance 

 of each responsibility center and evaluation of the                 

 effectiveness of  agency  operations. 

 



 61 

 

BUDGET 2015 
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BUDGET 2016 
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BUDGET 2017 
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DOLE WAGE ORDER NO. RTWPB-II-17 
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  COMPENSATION FOR JOB ORDER AND EMERGENCY 

PERSONNEL   

 

 

General Formula: 

 

  Entry level within six (6) months probationary period  

 shall be 60% of equivalent to the daily wage / salary of 

 comparable positions in government, salary grade, step 

 1 of  1st tranche of  2016 Salary Standardization Law 

 (SSL). 

 

 

  Re-contract after six (6) months probationary period 

 shall be 80% of equivalent government position, salary 

 grade, step 1 of 1st tranche  of  2016 Salary          

 Standardization Law (SSL). 

 

  Further, the compensation derived shall in no case be

 lower than the prevailing Department of Labor and              

 Employment (DOLE) Approved minimum Wage per   

 Order No. RTWPB-II-17 duly approved in April 22, 

 2016. 
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 JOINT CSC-COA-DBM CIRCULAR NO. 1, S 2017 
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GLOSSARY 
 

Affordability level.  This refers to minimum charge for 1/2” resi-

dential connections should not exceed 5% of the average income of 

the Low Income Group (LIG) service area. 

Annual operating revenue requirement.  It is the total revenues 

required on an  annual basis adequate to meet all expenses and capi-

tal requirement of the utility. 

Capacity. It is the ability of available water utility resources to 

meet the quantity, quality, peak loads, and other services needs of the 

various customers or classes of customers served by the utility. 

Capital expenditures. This refers to expenditures that result in 

the acquisition of or  addition of fixed assets. 

Commodity. It is method of cost allocation in which the cost of 

service is allocated to the              functional cost components of com-

modity, demand and  customer cost. Variable costs are allocated to 

the commodity component, with the balance of cost being allocated to 

the demand and customer  components. 

Commodity charge. This refers to amount charge per cu.m in ex-

cess of the  minimum charge (first 10 cu.m). 

Connection charge.  It is the charge made by the utility to recov-

er the cost of  connecting the customer’s service line to the utility’s fa-

cilities. This charge is   often considered as a contribution of capital by 

the     customer or other agency receiving the service. 

Cost allocation. It refers to the procedure for classifying or as-

signing the costs of service to functional cost components for subse-

quent distribution to  respective  customer classes. 

Cost of service. It has reference to the operating and capital 

costs incurred in meeting various aspects of providing water service, 

such as customer billing costs, demands  related costs, and variable 

costs. 
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Customer classification. It is the grouping of customers into    

homogeneous classes. Typically, water utility customers may be 

classified as residential, commercial and industrial for rate-making 

and other purposes. For specific  commercial utilities, these nay be 

breakdown into commercial - A , commercial - B and commercial - C. 

 

Debt. It is an obligation resulting from the borrowing of money 

of from the  purchase of goods and    services. 

 

Debt service. This refers to expenditures for interest and        

principal repayment on debt  instruments. 

 

Expenditures. These are amounts paid or incurred for all        

purposes, including expenses, provision for  retirement of debt and 

capital outlays. 

 

Low-income group. It is the sector of residential consumers 

having the  lowest capability to pay for  water service. 

 

Maintenance expenses. This refers to part of operating             

expenses, including labor, materials and other expenses incurred for 

preserving the operation efficiency and/or physical condition of utility 

plant. 

 

Metered rate. It is the basis of the actual volume of the water 

consumed for a billing period. 

 

Minimum charge. It is a fixed charge depending on the size and 

the  classification of service connection and should cover the first 10 

cu.m of water consumption. 
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Operating expenses. These refers to expenses related to 

maintaining day-to-day utility functions, including operation and 

maintenance expenses, taxes and  depreciation and amortization 

costs, but not interest payments or dividends. 

 

Rate schedule. It is the schedule of the rates and charges to 

the various classes and customers. 

 

Service connection. This refers to that portion of the service 

line from the utility’s   water main to and including the curb stop at 

or adjacent to the street line or the customer’s  property line. It 

includes water meter valves,   fittings, etc., that   utility may        

require at or between the main and the curb stop, but does not   

include the curb box. 

 

Water rates. It is the cost of providing adequate water        

service to customers and must reflect not only the fixed costs of 

the supply system, but also the  operating  expenses of the Water 

District. 

 

Water rate strategy. It is the general scheme on how the     

district should go about  determining a rare structure that is fair 

and acceptable to the majority of water users and to apply  

 


