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B casestuov

When NRW Management turned

Maynilad’s fortunes around

In 2007, as the new owners came in to take over the management of the company,
Maynilad’s Non Revenue Water (NRW) level was at a staggering 1,506 million lifres per
day, equivalent to 66% of the total water produced. Service coverage was af 80% of the
total population, and water availability was limited to an average of 18 hours a day. It
was evident that something had to be done.

n 1997, the Metropolitan Waterworks

and Sewerage System (MWSS), the
government agency responsible for
providing water and sewerage ser-
vices to Metro Manila, the capital of
the Philippines and its biggest urban
centre was privatised. The decision to
privatise MWSS was motivated by its
failure to provide adequate water and
sewerage services to Metro Manila, the
desire to end government subsidies to
its operations, and the need fo raise
significant financial resources to invest
in the construction and rehabilitation
of the waterworks and sewerage
system.

Prior to its privatisation, MWSS' ser-
vice was characterised by intermittent
water supply, averaging 16 hours aday,
and with very low water pressure. Only
55% of about 7 million people had ac-
cess fo the intermittent water supply. A
good number of the population had
to rely on their own deep wells, private
networks and vended water.

The form of privatisation that was
chosen was a concession agreement
where the winning concessionaires
were awarded the right fo provide
water and sewerage services for 25
years (1997-2023) to the MWSS service
area whichwas then divided between
the east and west zones. In April 2010,
the term of the concession agreement
was extended for another 15 years or
until 2037.

Maynilad won the bid to operate
the west zone which accounts for more
than 60% of the population of Metro
Manila. More than 9 million people
currently reside in the west zone. Be-
cause ofits older pipe network (among
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the oldestin Asia), the west zone is char-
acterised by a higher NRW compared
to the east zone.

From 1997 to 2005, Maynilad was
managed by Benpres Holdings Cor-
poration and Lyonnaise des Eaux. They
were the first concessionaire fo operate
Maynilad. The MWSS took the helm
againin 2005 when the financial oper-
ations of the first owners were adversely
affected by the severe 1998 El Nino
and the Asian financial crisis. Unable
to meet its obligations, the first owners
filed for corporate rehabilitation which

. eventually led to MWSS being given the

right fo subscribe to Maynilad’s shares.
This right was subsequently assigned to
the consortium of Metro Pacific Invest-
ments Corporation (MPIC) and DM
ConsunjiHoldings Incorporated (DMCI)
following a public bidding.

Thus, in 2007, the MPIC-DMCI con-
sortium took over the management
and operations of Maynilad for the
remaining years of the concession.

As Maynilad was then yet fo exit
from corporate rehabilitation, improv-
ing the company’s financial viability
became one of the chief concerns of
the new management. To increase
revenue, the new management em-
ployed several key programmes. The
most direct among them were two
approaches: generating additional
billed volume and improving opera-
tional efficiency.

It was realised that the most impor-
tant step to enable Maynilad fo quickly
deliver on both fronts was to effectively
reduce its water loss. Recovery and
redistribution of even 50% of the fotal
1,506 MLD of water loss would allow

By Ryan Jamora

Maynilad to reach out fo more than
500,000 new cusiomers. This means
that its 2007 customer base could eas-
ily expand to more than 150% without
having fo develop andinvesi on a new
water source.

That a programme for NRW reduc-
tion was required by Maynilad was
indisputable. After fen years without
showing much improvement inits water
loss level — 66% in 1997 and sfill 66% in
2007, this degenerated info a scenario
where a significant part of ihe network
persistently suffered from infermittent
water availability and unbalanced sys-
tem pressure. The prevailing condition
had coniributed fo fhe furiher dilapido-
tion of the old network by creafing new
leaks (constant pressure variations cre-
ate surges that significanily damage
the network. and considering some
of the old pipes in Maynilad, this has
catastrophic effects).

As a conseguence, it has also lim-
ited the caopability of the company fo
expanditsservices fonewareasand to
provide adeguate supply fo safisfy the
demand of some communities which
Maynilad alfeady serves. In essence,
the company was losing revenue from
leaks and pilferages. and ihere was
relatively imited pofenfial fo add any
new revenue becouse additional wa-
ter was not available for disiribution.

Building a culiure that looks at water
loss as an opporiunity

In 2005, ihe idea of N@W recovery and
redisiribufion was first broughi o light.
The first draff posiuiaie on
was referred io cs on A
Maynilad’s NRW and Consumption




Quadrant by Alan B. Gesonilic.

This concept revolves around four
prevalent scenarios whese NEW iewsts
and customer consumpion are he
two primary drivers. For every areo
that is classified info o specic sechion
of the quadrant, an ochon fem Srec-
ommended.
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Quadrant 1: Areas whese NEW o=
low and consumption s comparaively
high require little infervension. pamor-
ily o ensure the susienance of high
consumption;

Quadrant 2: Areas whese NEW o
high and consumpfion & ciso fegh
require programmes fo spechically
reduce NRW;

Quadrant 3: Areas whers boih
NRW and consumpfion ars lowsgurs
additional water from NEW =cuction
projects in Quadrant 2 fo improve
consumption;

Quadrant 4: Areas where NBW &
high and consumpfion are lowreguirss
intervention fo reduce highwoserloss-
es and address low consumpsion hat
is fypically related fo eifhes figh com-
mercial losses or o low senice levels
because of high physical losses.

The NRW and Consumpfion guad-
rant is quite crude but & nevesiheless
a great eye-opener for o ufiliy that
has only started o look of waser loss
reduction and at the opporfunisies that
are tied with if.

Implementing 3R Projects

In the following years when Govemn-
ment took over operafion of Maynilad,
then President Fiorelio R. Esiuar and
his top management f=am paved
the way towards implemeniafion of
Capital Expenditure [CAPEX] projecis
aligned with Recovery-Re-allocation
and Re-sell concept. from fthen on
coined as 3R Projecis. This concept

ensured that NRW Recovery Projects
are bundled with ‘Reallocation’ and
“Resell’ inifiatives such that recovered
wafer generates additional billed
volume and consequently, generate
additional revenue for the company.

To date, thismodelremains one im-
poriant concept in the development
and approval of most of Maynilad’s
CAPEX projects.

The New Maynilad

In January 2008 under the leader-
ship of then President and visionary
Rogelio L. Singson, Maynilad officially
created the Central NRW (CNRW)
Division dedicated to managing and
reducing the water loss in the system.
To drive this new Division, the manage-
ment chose aseasoned leaderin NRW
management in the person of Irineo L.
Dimaano who had extensive exposure
in managing water losses.

Preparing the NRW programme
and carrying out the plans to effec-
fively reduce it required exhaustive
effort, the full support of Maynilad's
new management and employees
backed-up by significant capital in-
vesiment.

A part of the plan was to comple-
ment this new division with more than
400 employees composed mostly of
young and dedicated engineers who
will be guided by international and lo-
calexperts, and who will be frained us-
ing new technology. These engineers
will be exposed to the latest and tested
approach to spearhead and deliver
the company’s target NRW level of 40%
in 2012. This reduction from 66% to 40%
injust five yearsis equivalent to an NRW
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reduction of more than 500 MLD.

From 2008 to 2012, capital invest-
ment amounting to almost US$240
million has been allocated to imple-
ment asustainable NRW management
programme. To date, itis considered as
one of the world's largest NRW reduc-
fion initiatives.

Realising the need for a competent
technical partner
To meet its NRW target for 2012, May-
nilad must deliver an average NRW
reduction of 100 MLD every year (from
2008 to 2012). As only minimal invest-
ments were made in the previous
years o improve the system, and even
much less investment to address the
technology gaps, particularly in NRW
management, the need to come up
with a catch up plan became more
evident.

The new management of Maynilad
realised that this gap needs to be ad-
dressed early on. Hence, in 2009, May-
nilad engaged the services of Miya, a
specialist in water loss management.
Maynilad partnered with Miya under
aTechnical Services Agreement (TSA)
to provide experts in the field of NRW
management, and to be co-responsi-
ble in delivering the 2012 NRW targets.
Miya, withitslarge pool of NRW experts,
provides specialists who:

* train and enable Maynilad person-
nel to efficiently perform different
aspects of NRW management such
as NRW assessment, DMA establish-
ment and management, active
leakage control, meter manage-
ment, pressure management, hy-
draulic modeling, PRV commission

Historical NRW levels
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and maintenance, data manage-

ment and capacity building;

provide expert advice on network,

water supply and pressure optimisa-

tion;

* help evaluate and assess new
equipment and technology (such
as meters and leak detection).

To ensure that the NRW manage-
ment programmes implemented are
both efficient and sustainable, a com-
puterised and comprehensive NRW
management system will also be put
in place as an important part of the
Maynilad and Miya TSA.

Hydraulic Area and District Metered
Area establishment

Maynilad's pipe network runs for more
than 5,400 km in a service area that
is more than 500 square kilometres.
An important strategy of its 2008-2012
NRW Management Programme is the
division of its area into more manage-
able hydraulic systems which s further
drilled downinto District Metered Areas
(DMAs). A total of 35 Hydraulic Zones
and 844 DMAs are programmed for
establishment. This means that 100%
of the system will be subdivided into
DMAs by the end of the 2012. The es-
tablishment of DMAs will enable May-
nilad fo address specific NRW concerns
in every area. It also promotes the
formation of pressure managed areas
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because each DMA is hydraulically
discrete. As of June 2010, 626 DMAs
have already been established, with
an average NRW of 32%, equivalent
to 296 MLD.

First in Asia: SAHARA Primary Leak
Detection

Plans to address water loss in the sec-
ondary and tertiary distribution lines
are well underway. With Maynilad's
Water Network Department spear-
heading the implementation of water
audit in primary mains (pipes above
300 mm in diameter), trunk mains with
high losses are now prioritised for more
thorough investigation. However, itisa

Maynilad

well known foct #hat acousfic leak de-
tection in large disirbution lines could
be very difficuli. The large diameter
dissipates ihe sound fhat leaks create
which makes defeciionhard. Manila’s
bustling traffic and lasge population
also contribute fo the aificulty of being
able to detect leaks in fhe network.

An effective way of deteciing leaks
in primary mains is fo pui ihe leak
sensor directly info fhe pioe. This is the
driving principle behind ine SAHARA®
Primary Leak Defection sysfem. This
system was first developed in UK and
Maynilad is the first company to use
this technology in Asia. i is also worth
mentioning that Maynilad's own per-
sonnel were trained and cerfified to
operate the SAHARA. Maynilad per-
sonnel currently operaie fwo SAHARA
units. Almost 45 km of primary lines
have already been subjecied fo leak
detection. A total of 160 leak locations
have been detected. with 3.55 leaks
being detected per kilomeire.

Leakage and El Nino: Knowing the
system

The 2007 Water Balance of Maynilad
shows that majority of ifs NRW is from
physical losses. When confronted by a
problem that reduces water available
for treatment and distribution, reduc-
tion of large physical losses becomes
a more pressing concerm.

Maynilad sources close fo 95% of
its water from Angat Dam and when
El Nino hit the couniry in early 2010,
available water for disfribution was re-
duced by asmuch as 350 MLD. In terms

Hydraulic Zones

850,000 connections

20,000-50,000 connections

500-1,200 connections

Hierarchy of Maynilad's System







