epublic of the Philippines ‘
| -~ TECHNITAL SUPPORT OFFICE

Unit 2506 Raffles Corporate Center,
F. Ortigas Jr. Road, Ortigas Center,

Government Procurement Policy Board

Pasig City, Philippines 1605

INPM No. 22-2008

16 September 2008

ENGR. EDWIN R. REYES
Interim General Manager

METRO ILOILO WATER DISTRICT
Bonifacio Drive, Tloilo City

Re : Multi-Year Contract

Dear Engr. Reyes:

We respond to your letter dated 11 April 2008 seeking our opinion on matters
pertaining to multi-year contracts.

Based on your representation, Metro Iloilo Water District (MIWD) has decided to
outsource the generation of potable water to third party suppliers through competitive
bidding as per Republic Act No. 9184 (R.A. 9184) and the contract therefore shall be for a
period of ten (10) years.

At the outset, please be advised that R.A. 9184 and its Implementing Rules and
Regulations Part A (IRR-A) are silent on the issue of multi-year contracts. Nonetheless, for
guidance purposes, we would like your good office to take note of the Department of Budget
and Management (DBM) Circular Letter No. 2004-12 dated 27 October 2004 which
prescribes the guidelines and procedures for the implementation of multi-year contracts.

Further, we would like to direct the attention of the agency concerned to the corporate
charter or legislative franchise, if any, for purposes of determining whether entering into
multi-year contracts is among the powers granted to the governing board. Otherwise, such act
may be declared ultra vires, at a later time.

Lastly, it bears stressing that the general mode for government procurement, such as
these multi-year contracts you are proposing, is public bidding under R.A. 9184.

We trust that this clarifies matters. Should you have additional questions, please do
not hesitate to contact us.

Very truly yours,

P’c:lﬂud

RUBY U. ALVAREZ

Executive Director IIT

(02) 900-6741 to 44 ¢ www.gppb.gov.ph + gppb@gppb.gov.ph
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Dear Sir;

Metro lloilo Water District (MIWD) is planning to engage the participation of a
private sector to develop and produce potable water for bulk sale, and has decided
to outsource the production of potable water to the third party suppliers hence
called Bulk Water Supply Project.

The project involves the supply of potable bulk water to MIWD based on a
specified water quality and gquantity standards over a period of ten {10) years.
This project will be bidded through a competitive bid using the guidelines of the
Implementing Rules and Regulations of the Republic Act No. 9184, otherwise
known as the Government Procurement Reform Act.

One provision on the Term of Reference (TOR), is that the bulk water to be sold
has no escalation for the whole contract period, however price escalation may be

“~_allowed under extraordinary circumstances as may be determined and approved

by the Government Procurement Policy Board and National Economic
Development Authority (NEDA).

With this may we ask clarification if a muiti year contract for ten (10) years has no
violation on the IRR of R.A. 9184,

Your early response on this requeét will be highly appreciated.

Very truly yours,

ENGR. EDWIN R. REY

E
Interim General Managg@"t
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Rapublic of the thpms

Departmant of Budget and Managamnt
Malacafiang, Manila |

CIRCULAR LETTER NO. 2004-12
A - October 27, 2004

TO: Al Heuds of. nopartmntsmgenelumm of Finance Units;

SUBJEG.T: Guidelings to Imphmant Section 33 of th&Gmoral Provisions
of the FY 2003 General Appropriations Act (GAA) uadar RA
9208, As Re-ersacted

1.0 PURPOSE

To prescribe the guldehms and procedures to implement Section 33 of
the Genefal Provisions of the FY 2003 GAA {RA 9206), As Re-enacled,
quoted hereunder .

"Section 33. contracting of Multi-Year Projects. In the
implermentation of muiti-year projects, no agency shall eater
info a muli-year contract without a Multi-Year Obligational
Autharity ssued by the DBM for the purpose, Notwithstanding
the issuance of the Mulli-Year Obligational Authority, the
obligation to be incurred in‘any given calendar year, shall in no
case exceed the amount programmed ﬁor implementation
duﬁng sald calendar year.”

20 COVERAGE

This Clrcular covers all national government agencias implementing mutl-
year programs/projecis/activities except the DND-AFP Modernization



3.0 DEFINITION OF *“RMS

o

As used in mlaﬁlmmar% the, ’fOImmtﬁ[ms are defined as follows:

3.1

3.2

33

34

3.5

¢ é‘i‘miﬁ[ Mfﬁﬁg@ﬁ

Multi-Year Obligational Authority (MYOA) - refers to an authority
issued by the Department of Budget and Management (DBM) to
enable an agency to enter into a multi~year contract whether for
locally funded projects (LFPs) or foreign assisted projects (FAPS).

Mutlti-Year Project (MYP} ~ refers {0 a program/project which will
take more thanone (1) year lo complets inguding suppliers’ credil.
?hesg may be classified into:

a) MYF‘s with appropriations avallabla in full dunng the first year of
- implemantation;

b} MYPs which require ultl year appmpnatsms. and,
rojests/AGtivitied Cwhiich' require muitnuyear

ns.

Multi-¥eaf ccmtiw fMYC) —reférs o a -contract for MYPs the
1mplemmtd!i’éh*af‘%ieﬁ¥wms£ﬁwm than oné year to complete,
and require multi-year appropriations: "Thus, contrdcts executed for
MYPs with approprigtions available in full during the first year of
iImplementation, or those falling under 3.2.a above, do not fall under
this defin Iiinl'! |

Medium Term E:apendutum Program (MTEP) - refers o a forward
estimatelfinancial plan- with a: term: of three 1o five years of the
agency's’ yearly priority programs, activities and prajects (F‘AP)

- within a given/assumed budget ceiling.

Funding Strategy - refers to a funding program for 3 specific muiti-
yeat. project indicating sources of financing te support said project

- for the ‘entire duration of.the project.” Such sources tan sither be a

“freeffreed” portion of the agency budget ceiling (e.g., allocations

- for compisting or completed groject), realiocatiens/realignment from

other programs, “aclivities, projects (thus-involving a PAP de-

' priorifization process) or projected revenuses authorized to be used

for the purpose . The Funding Strategy should be part of the MTEP
subject to DBM revlewmalidauan

4.0 GUFDEUHES AND PROCEDURES

‘F’*rtor to entariny |rktm a MYC,, national government agenmes must
first secure a MYOA from the DBM using the attached form referred
to as Annex A. In cases where the project has several categories
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4.3

4.4

4.5

such as ~wil  works, vehicles, ¢ ‘ipment and materials,
consultancy; training, operstion and maintenance, taxes, loan
charges, contingencies and others, the allocation per category shall
be attached to the request for MYOA.

A MYOA shali be issued to an agency who (i) voluntanly commits to
give pﬂoﬁly and include the annual budgetary requirements of the
MYP in its budget proposal within the prescribed budget ceiling,
and (ii) whose funding strategy indicates that the annual budgetary
requiretient of the MYP may be accommodated within the annual
budgetary ceiling of the agency over a period of time. Hence, a
prerequisite for the issuance of a MYOA is the submission of the
fclluwmg dacumentary raquirements

a} Request fnr MYQA including a mnﬁrmatnn on the
commitriient of the Agency (Ahnex A);

b} Funding Stra Medaum Term Expendftura Program
(MTEP} (Annex B

c) Investment Conrdlnatmn GommltteaJ'NEDA Board
approval for Locally Funded Projects (LFPs) costing
‘more than P300 million, and for all foreign-assisted
projects. (FAPS)

d) Approved loan agreement for FAPs ); and,

ey All other prior clegrances as may be required um:ler
existing law, policies, rules and regutations, e.g., NCC
~endorsement of computerization project; NTC clearance
for acquisition of communication equipments; PNP

~ Clearance for p-umhasa of firearms: and other similar
' authmzatm$

The MYOA. per attached Annex C shall be the basis of the agency
for entering imto MYC/s. In cases where the project has several
components, the allucatiun per campment shall be attached to the
MYQA. |

The Forward Obligaﬁanal Authority (FOA) hairtg issuad for FAPs
which certifies that funds shall be made available to cover total
project cost shall continue to be used for loan negotiation purposes
only but not as basis for eﬂtedng into a contract..

Notwithstanding the issuance of a MYOA, obligations to be incurred
in any given calendar year shall in no case exceed the programmed
approprigtions released by the DBM or of any authorized
realignment/augmentation from samngs consistent with the scrap
and build policy,
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_ Document Reigryce Numhw
" REQUEST FOR MULTI-YEAR om.lsp:noum. AUTHORITY

! Department ) "Teode: T Fund

e - . Code; | O anaﬂy Funded

.[ | Project Type* me  oec -

|Projoctﬂamm'lﬂe |

i‘ - - e - =
al Total ij-ctt:mr | ~ Projact Duration ! Years

! . & . ¢ p——

[Nu’le:

S _

i %mtsnhmwurj Particulars | Amount RWM

E \ -

?

. Total . i e

Checklist of Requirements/Submissions.
O Funding Strategy and Medium Term Expenditure Prugrum

0} NEDANCC Board Approval (where applicable) -
00 Approved t.oan Agreement (for FAPS) |
O Others, Specity _

A3 a prerequisite for the issyance of a Mulh"fw cblmatbml Authority, we are
confirming our commiiment o give pnority and include the annual budgetary
requirements of the projects/activiies spacified above within our annual
budgetary ceilings a8 may be prescribed by the DBM. Sald projectiactivity hac
beerr approved by the ~ {cite competent
authority/fagency, when applicable).

Date | Head of DepartmentAgency
| - Designation
*Projact Type refers to classification of Drolects as defined under paraarach 3.2 (b) and
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. INSTRUCTION IN THE FILLING IN OF THE FUNDING STRATEGY FORM

1. Proporust/Depaurtos
2 Project Tie o

3. Mupdenanting Agenoy
4. Total Project Cou

5. SEER(e)?

o 1o Pty oo

7. N0, Ageoty Clussibestion

8. Macken-Tem Exgaadiure Progren:
B Your

5. Deparirent

J1. Agenoy

12, Project Ricwirernant
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4. Funding Sowrse
15 Yeur
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Multi-Year Contracts

So as to avoid the recurring issue on the re-negotiation or renewal of lease
contracts, it is best to refer to the corporate charter or legislative franchise of PHIC, such
that if the charter allows the governing Board to enter into multi-year contracts, the Board
within the limits provided for by its charter and applicable laws, may pass a Resolution
allowing lease of office spaces on a multi-year basis. It must, however, be reiterated that
contracting out by the Board on a multi-year basis should be legally allowed so as not to
invalidate, at a later time, its corporate act as ultra vires.




