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1. Introduction

In Belgium, for reasons both technical and histdrifor instance, the
influence of the French revolutionary decrees ad9)7 responsibility for
the supply of drinking water and the disposal dfueht and wastewater
was assigned to cities, towns and municipalitieghe course of time, the
construction of Europe and the federalisation efBelgian State have had
many and various repercussions on water manageitteafurpose of this
paper is to describe and to analyse the mannehichwhe water sector is
managed in Belgium today, this in the knowledge #tlaconsiderations of
an historical and a political order are often a trigin of a particularly
complicated organisation.

2. Legal framework

There is no denying that water is a commodity tea¢ssential for life.
Every citizen should in principle have access tat ttommodity as and
when he or she might so require. Furthermore, ttsemsector is
characterised in production, distribution and dsgloby situations of
natural monopoly. One also notes in the sectopthsence of externalities,
for instance in public health and the environm@iie involvement of the
public sector in this area is therefore necessamyrder to ensure the best
possible allocation of available resources. Thegiael players in the water
sector are the regional public companies, intercanats in various forms
or, again, public undertakings or local-authorigysces, the private being
as yet very few and far between.

Following the federalisation of Belgium, water pglidevolves to the three
regions of the country. These are those that hadtabk of transposing
European Directive 2000/60/EC establishing a fraor&vior a community
policy in the water sector. We have thus witnessedrecent years, a
reworking of a system finding expression, for ins& in a series of
mergers and takeovers.

In the Brussels Capital Region, the Order of 200Bet 2008 establishing
a framework for water policy created and defineel 8ociété Bruxelloise
de Gestion de 'Eduand states in Article 2 thake"cycle de I'eau est géré

1 MB of 3 November 2006.
2SBGE.



de facon globale et intégrée par le secteur public("the water cycle is
managed in a general and integrated manner byuiblecsector, ..."). It is
planned that the SBGE and the authorities of thes&fs Capital Region
will enter into a management contract implementirgrules of the Order.

In Flanders a major reorganisation of the watetasdook place in 2005.
Among its consequences, mention might here be rm&dke integrated
water bil? presented to consumers by water distribution conesathat
reflects not only the distribution element, butoalsollection of spent
waters and their treatment.

Regarding purification of water and disposal, ihenceforth in principle
the distributors who are responsible for the treainof water rejected by
their subscribers. To do so they may use the eqnpinstalled by the plc
Aquafin, to which the Flemish public authoritiessigrned the task of
execution of the disposal infrastructure programatesupracommunal
level, and the local-authority disposal networkBeTocal authorities are
competent for wastewater, that is, in practice tier disposal network and
water treatment installations at local level. Theye various possibilities
at this level: they may undertake the construcéind maintenance of their
network of drains and sewers and, in this caseajnasshe obligation of
disposal from the distributors, or else work aladgghose distributors by
sharing the responsibilities or, again, by assigninat task to another
intercommunal or to a third party.

In Wallonia the legal reference text in the maitethe Code de I'eal
coordinated on 3 March 2005, made up of a decrséaltion and a
regulatory section. This Code includes all the lggats relating to the
sector and definester alia, the Société Wallonne des Eaux (SWband
the Société publique de Gestion de I'Eau (SPGE)also integrates the
Order of the Walloon Government of 14 July 200%alelsshing a uniform
acountancy plan for the water sector in Wallonid #me rules for price-
setting and integrated management of the wateecycl

It should be added that in Wallonia, regardingtteatment of wastewater,
the SPGE concludespurification contracts with intercommunals

% Integrale waterfactuur.

* Available for consultation on
http://environnement.wallonie.be/aerw/dgrne/indax.h

®The SWDE combines, according to the conditions ipley in its statutes, the
Région wallonne, the SPGE, provinces, communestdammunals and persons
under public law.

® Limited liability company under public law, creati#d1999.




recognised as Accredited Purification Agencies éD@rgmes d’épuration
agréés - OEAs, currently 7 in number), by whichytkatrust to them the
execution of the planned investments, such as igatin stations and
collectors. These APAs thus guarantee the implesmtient and utilisation
of infrastructures.

Concerning the most practical strand - the productidistribution and
treatment of wastewater - it is, as we have briefplained, the local
authorities that are at the basis of the actiore Tajority of them are
grouped within intercommunals or address themsatvesmpanies having
a management contract with their region. Certameolocal authorities still
have their own municipal public corporation or thewn municipal
service. The APAs, for example, are all intercomaisin

We shall return to this in more detail in the sausi that follow. Certain
aspects hardly touched upon in the present chapllealso be the subject

of later discussion; we are thinking here moreipaldrly of the setting of
water prices.

3. Provision and regulation of water services

3.1. The leading players

Various stages may be identified in the cycle oé tater market.

Classically we can identify production, distributicand treatment of

wastewaters, including collection and purificati&ach region will have

its own players for each of those stages. Furthegmae will have the

occasion to affirm that certain companies integsateeral activities. Thus,
for example, in Wallonia and Flanders, many prodsicare also

distributors. We will also mention the public epieses charged by their
Region with application of the water policy. Firyalthere are associations
bringing together different players for specifiaposes. We shall return to
this in the present section.



A. Water policy

The water policy in Belgium has been entrustedh® tegions. These
regions have assigned a series of missions togabterprises created and
adapted to that effect.

In the Brussels Region the Institut bruxellois polar gestion de
I'environnement (IBGE) is the sole administration gharge of water, a
sector that represents only one facet of its dmsui It is active, for
instance, inmaillage bley which is a programme for the purification of
rivers and streams in Brussels, of strategy foewand surface water.

Concerning Flanders, responsibility for water pplies with the Vlaamse
Milieumaatschappij (VMM). The tasks of the VVM incle measurement
of the quality of surface waters and reporting be situation of the
environment. We might also mention the Codrdinatmemissie Integraal
Waterbeleid (CIW), created by a decree by the Hbarilegion, which is a
coordination commission in the framework of theegrated water policy
desired by the European outline directive on water.

In Wallonia we find the Société publigue de gestim 'eau (SPGE),
limited liability company under public law, creatbg the Région wallonne
in 1999. The SPGE is charged with the task of englihe coordination
and financing of the water sector and has a manageoontract with the
Region for the protection of catchment of water atsl purification,
including drainage, purification, collection andaeuation of floodwater.

B. Production and distribution

As we have already said, production and distrilvutice in the hands of the
same players in Wallonia and Flanders. We shatetbee group these two
stages in this section.

In the Brussels Capital Region, however, distriputand production are
shared between two intercommunals. One, the Intemaanale bruxelloise
de distribution d’eau (IBDE), charged since 198¢thwheresponsibilityfor
the distribution of water and, two, Vivaqua, pubbkaterprise with an
industrial character, active in the productionatment and transport of
water and the control of its quality and the prmnsof services concerning
water distribution on behalf of the intercommun@isinly IBDE) and the



local authorities. Both enterprises are also activéhe purification and
management of drainage networks, Vivaqua execuBegeral such
missions on behalf of the IBDE

Generally speaking, Vivagua must be consideredth@sdal strong arm of
the local authorities and the Brussels Region énvtiater sect8y the IBDE
limiting itself essentially to an intermediate rdietween the Brussels local
authorities and Vivaqua.

Flanders currently has 13 enterprises active in dsribution and
production of drinking water, all entirely held hige public sectdr It
should be noted that Vivaqua distributes water foatcthments situated in
Wallonia, not only in the Brussels Region, but gsally or partially) in
the 4 communes of Flanders.

In Wallonia, even if we count some 46 local-authyoservices or local
corporations plus a further ten intercommunals,agonity of cities, towns
and municipalities have assigned their supply aewt the SWDE which
Is, by that fact, the foremost producer and distor of water in Wallonia.
However, a process of mergers is still under waynaer to reduce the
numbers of players active in this sector.

The table below gives a list of producers and itistors of water in
Wallonia and in Flanders.

"The IBDE associates the t@mmunef the Brussels Capital Region. It has
the task of the distribution of water to the inhabts and enterprises of the
Region and the management of drainage works @®f8tommunesf Brussels
and measures against floods in thosemmunes

8 Vivaqua has three main functions: it produces wéidtich it supplies mainly
to the intercommunals andommunes is provider of services (to those
intercommunals ancdommuneshaving assigned to it the operation of their
distribution network and the management of the isento clients and the
management of their sewage networks, collectors stam basins) and
operating the South purification plant of the BrelsCapital Region.

®See SERV, Sociaal-Economische Raad van Vlandeie@, prijs van water
2008: analyse en aanbevelingen.



Water producers and distributors in Belgium

| Fullname | Abbreviation

Intercommunale Bruxelloise de Distribution d'Eau IBDE

Vlaamse Maatschappij voor Watervoorziening

Provinciale Intercommunale voor Drinkwater in de Provincie Antwerpen PIDPA

Intercommunale voor Waterbedeling in Vlaams-Brabant IWVB

Intercommunale Waterleidingsmaatschappij van Veurne-Ambacht IWVA

Stedelijk Waterbedrijf Sint-Niklaas

Regie Stedelijke Waterdienst leper

Waterdienst Hoeilaart

Wallonia

Association Intercommunale des Eaux de la Molignée AIEM

Compagnie Intercommunale des Eaux de la Source les Avins-Clavier CIESAC

Intercommunale Des Eaux de Nandrin-Tinlot et environs IDEN

Intercommunale d'Etude et de Gestion IEG

Services ou Régies communaux

Source: SERV and SWDE

C. Treatment of wastewater

The treatment of spent water includes not only agburification but also
the collection and conveyance of that water toghefication plant. It is
therefore also a matter here of the setting up,agament and maintenance
of a sewage disposal network.

We have already had the occasion to present thersyshen we discussed
the legal framework. In the Brussels Capital Regitime Order of
20 October 2006 created the Société BruxelloiseGastion de I'Eau
(SBGE). This pararegional company, given a managementract with
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the Region, has the primary task of purificatiorudfan spent waters. It is
also active in the context of the coordination andthe execution of
sewage works, collection and purification of residwrban waters.
Vivaqua also plays a part in assuming, on behalthef IBDE, missions
relatives to the design, construction and operatbbrsewage disposal
networks.

In Flanders we may summarise the situation indbéetbelow.

Treatment of wastewater in the Flemish Region

Infrastructureelements ___[Planning________[execution ___operation |
Sewage water purification plant Flemish Region (VMM) Aquafin Aquafin
Collectors and priority sewers and drains Flemish Region (VMM) Aquafin Aquafin
Small-scale purification plant Flemish Region (VMM ) or  Aquafin or Aquafin or
communes (+VMM) communesor  communes or
appointed appointed
managers managers
Sewers, drains Communes (+VMM) Communes or Communes or
providers providers

Source: SERV

Since the water distributors have been obligedes#@05 to guarantee the
purification of wastewater, it is logical that thelyould offer their services
to the local authorities through the good officéssobsidiaries specially
created by them for that purpose. It should be dothat two
intercommunals in the (public) energy sector - refectra and the
Provinciale Brabantse Energiemaatschappij (PBE)Iso aoffer such
services for sewage disposal, as can be seen ialileebelow.

Sewage managers - Flanders

Aquario TMVW

Hidrorio PIDPA
Hidrosan PIDPA

Vivaqua Vivaqua

IWVA IWVA

Ri-ant AWW + Aquafin
Rio-act VMW + Aquafin
Aquafin Aquafin

Infrax Interelectra
Riobra PBE

Source: SERV
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In Wallonia the situation is slightly different. #h\SPGE, which has a
management contract with the Walloon Region, hastaisk of financing
and coordination of the collective purification wfastewater. For the
creation and operation of infrastructures, the Si@&concluded contracts
for the provision of services with intercommunasagnised as Accredited
Purification Agencies (Organismes d’Epuration Agré®©EA), currently 7
in number.

Accredited Purification Agencies (APAs) - Wallonia

Fullname ______________________________________________|Abbreviation |

Association Intercommunale pour le Démergement et |'Epuration AIDE
Association Intercommunale pour la Valorisation de I'Eau AIVE
Intercommunale du Brabant Wallon IBW
Intercommunale de Développement Economique et d'Aménagement IDEA
Intercommunale pour la Gestion et la Réalisation d'Etudes Techniques et IGRETEC
Economiques

Intercommunale Namuroise de Services Publics INASEP
Intercommunale de propreté publique du Hainaut occidental IPALLE

Source: AquaWal

It should be noted that certain of these intercomaisiare not engaged
solely in the treatment of wastewater. IPALLE, &tample, is also active
In its assignments in waste management.

D. The associations

Certain of the players that we have just seen avepgd into associations
(regardless of their legal statuses). We shall merg#tome of them here.

In Wallonia, the company Protectis was creatednleymain producers and
SPGE in order to undertake catchment protectiorksvor

In Flanders, a certain number of local-authorityposations and the
Intercommunale Watermaatschappij (IWM) set up theercommunaal
Samenwerkingscomité voor Waterbedrijven (ISWa).

Finally there is AquaWal, which is the professionaiion of public

operators of the water cycle in Wallonia uniting thnain producers and
distributors and the APAs. We may also mentionRlemish counterpart
of AquaWal - the Samenwerking Vlaams Water (SM\iHat coordinates,
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for instance the main players in the water sectdflanders, and AquaBru
in the Brussels Region. At national level, theseehassociations and the
main players in the sector form Belgaqua.

3.2. The price of water

Once again, the rules for the setting of the patevater depend on the
region in which we are situated.

In the Brussels Capital Region the IBDE is the sb&tributor. The total
price consists of several parts: consumption oewas such; purification,
responsibility for which has been entrusted toIBBE by thecommunes
(between 0.086 and 0.43 eurod/mmtil 1 January 2009); the regional
public purification that the SBGE executed on bebakhe IBDE (0.3602
euros/m since April 2008 until 1 January 2009) and an ahsubscription
charge (between 11.8 and 23.8 eygesannun. For households the price
of water consumption is calculated on the basia afystem of charging
known as interdependerdqglidaire). The table below shows the quantities
expressed in frp/a (andper capitafor households) and the price expressed
In euros per

IBDE charges for water consumption excl. VAT - 2009

Charges Tranche Quantit Price of water |LPurC PRPurC
Households Vital 0-15 0.8 0.25 0.2
Social 15-30 1.46 0.43 0.35
Normal 30-60 2.17 0.64 0.52
Comfort 60 and + 3.22 0.91 0.74
Non-domestic linear 1.6 0.45 0.37
Industrial 0-5000 1.6
5000 and + 1.2

Source: IBDE
LPurC: Local Purificiation Charge (5 services)

PRPurC: Public Regional Purification Charge

We can see from the table the principle of theesysdf charges known as
interdependent. The lowest consumption tranches camesidered as
necessary for all citizens, and therefore beneadinfa more advantageous
price. By the same token a higher than normal aopsion would be
considered a luxury and would therefore cost mSnece 1 January 2009,
the purification assigned to the IBDE and a pulb&gional purification
likewise follow the principle of the interdependasttarging system. The
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amount of the purification assigned to the furtdepends IBDE on the
number of services offered by the IBDE in the matitewhich each local
authority has or has not subscrilfed

In Flanders a distinction is made - based on, anmathgr things, annual
consumption, main residence and domestic use -eeetvsmall users and
large users. For the small users, mainly househdli=ze has been a
unified bill since 2005 that contains the integoakce of water where the
consumer previously had to pay separately for taemitself, then a tax on
spent water and, sometimes, for the collectionp&ing water to the local
authority. Given their new obligation to purificati, it is now the
distributors who pay the supracommunal purificatbarge to Aquafin, an
amount that is passed on to the consumer. The appigs for collection
via the local sewage disposal network and smalffipation plant for the
benefit of the local authorities or of the managappointed by the latter.
To recapitulate, the integral price of water coiss the price of actual
water consumption, a contribution for purificatiahsupracommunal level
and the price for collection and the purificatioystem at local-authority
level. SERV recently conducted a survey on theepocwater in Flanders
in 2008*. The following table shows the average prices I(&lng VAT)
and bills (the average being based on the numblkeccaf authorities) for a
typical family (of 2.38 persons and an averageydednsumption of 104
litres per person or a family consumption of 90,

Average charges and bills for a model family - Flanders 2008 - Euros

Variable Total price Price of water |Supracommunal contribution Contribution to local
authorit
09

Price per m? 3.23 1.48 0.85

Percentage of price 100% 46% 26% 28%
Price range 212t03.76  1.21t01.85 0.85 0to1.1851
Total bill 292 134 77 81
Total bill range 192 to 340 109 to 167 77 0to 107
Increase since 2006 31% 3.5% 25% 157%
Increase range 510 69% 0to 24% 25% 0to max

Source: SERV

The prices may vary wildly from one local authoritythe next, and this
even in municipalities availing themselves of tleevices of one and the

12 See section 3.4. below, dedicated to collectionniication.
1 SERV:De prijs van water 2008: analyse en aanbevelingen.

14



same distributor. Bear in mind that the price otevaonsists of a fixed
component (subscription, hire of meter, any comtnaof the two) and a
variable component based on actual consumption.fiitber note that
three distributors - thgemeenteof Knokke-Heist, PIDPA and TMVW -
have made provision for social corrections in tiseineduled charges with
regard either to the flat-rate amount or lump séiMDPA, TMVW), or to
the variable component variable (Knokke-Heist).

In Wallonia, since the decree of 2004 on waterg;iche new system is
based on the notion of price trutbo(it-vérit§. Each consumer pays for
what he or she actually consumes and for any pafithat he or she may
create in the process. The bill is now calculatedne and the same way
for the whole of Wallonia, on the clear understagdihat prices may vary
markedly from one township to the next. The caltofais rooted in two
new conceptsColt-Vérité a la Distribution(CVD) and Coilt-Vérité a
I’AssainissementCVA) (or cost-truth of distribution and purifican).

The CVD covers all costs in connection with the duction and
distribution of water (pumping, convetyance, manatece of the network,
protection of water catchments, ...). This amountientical for any one
distributor in any given subbasin and is set ongeax by the distributors.
Thus, by way of example, on 1 January 2009, the §\Vapplied a CVD of
2 €/n?, the CILE 2.12 €/thand the IECBW 1.82 €/fmEach distributor,
whether it happens to be an intercommunal or al lagthority, sets its
CVD starting out from a water accountancy pfaeven if the rules do
happen to differ somewhat for local-authority seegi.

The CVA, on the other hand, represents all costaried in connection
with the purification of spent domestic water;gtuniform throughout the
whole of Wallonia and is fixed by the SPGE. Thisisase of allowing the
financing of investment in collectors and purifioat plant, guaranteed by
the SPGE. In 2008 this amounted to 1.055°86m1.3080 €/min 2009 as

against 0.625 €/frin 2006.

The pricing structure is now as specified in tHadaelow, this including
the social fund for water (created by the decre2Oofebruary 2003; it is
activated for persons experiencing difficulty inyp®ent, in an amount of
0.0125 €/m) and VAT at 6%.

2Decree of the Walloon Government amending the @eafethe Walloon

Government of 3 March 2005 relating to the Wated& eestablishing a uniform
accountancy plan for the water sector throughoetWhalloon Region, 14 July
2005, MB of 26/08/2005.

15



The water bill in Wallonia

Parameters Formulas

Meter charge (20 * CVD) + (30 * CVA)
0to30m3 0.5 * CVD

30 to 5000 m3 CVD + CVA

5000 m3 and above (0.9 * CVD) + CVA
Social fund 0.0125 €/m3

VAT 6%

Source: Code de I'eau coordonné, art D. 228

By way of illustration we shall now use this formub make out the bill
for a household consuming 103 each year, using (i) the CVD and CVA
for 2006 and, (ii), those for 2009, and this fo four major distributors in
Wallonia,id estSWDE, CILE, IECBW and INASEP.

Water bill in 2006 - Wallonia - Euros

[Companies [CVD2006  |CVA 2006  |Contribution 2006 |Conso price 2006 [Social fund  [VAT2006  |Total 2006

SWDE 1,8622 0.625 55.99 202.04 1.25 15.56 274.84
CILE 1.8 0.625 54.75 196.75 1.25 15.17 267.92
[ECBW 1.67 0.625 52.15 185.70 1.25 14.35 253.45
INASEP 1.84 0.625 55.55 200.15 1.25 15.42 27237

Sources: Sociétés de distribution, décret et calculs

Water bill in 2009 and comparison with 2006 - Wallonia - Euros

Comapnies |CVD 2009 \CVA2009 Contribution 2009 |Conso price 2009 |Socialfund ~ |VAT2009  [Total 2009 |Total 2006 |Variation

SWDE 2 1.308 79.24 261.56 1.25 20.52 362.57 274.34 31.92%
CILE 212 1.308 81.64 21176 1.25 2128 37593 267.92 40.32%
[ECBW 182 1.308 75.64 246.26 1.25 1939 342.54 253.45 35.15%
INASEP 1.84 1.308 76.04 247.96 125 19.52 344.47 21237 26.58%

Sources: Sociétés de distribution, décret et calculs

We find that, for the four leading distributorsWallonia, the average price
per cubic metre of water for a consumption of 160mmved from a range
of € 2.53to € 2.75 in 2006 to a range of € 3.48 876 in 2009. The CVA
has more than doubled over this span of time, vasetiee increase of the
CVD has been rather more contained.

On the whole it may be said that water prices anteariable according
to place of distribution. Such variability is nototusive to Belgium and
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will also be encountered in other countries. It rhayexplained by various
factors, such as proximity of catchments, the quali the untreated water,
the type of treatment, the local and regional toppgy and the nature of
the soil, the difficulty of purification, the amdaation of installations
(channels, stations, ...) and, or course, efficiesfapanagement.

3.3. Production and distribution

As we have already had occasion to affirm, productind distribution in
Belgium are generally in the hands of the sameiputbhyers, needless to
say with certain exceptions such as, for examplehé Brussels Capital
Region. These different players may incidentallyintan technical or
commercial relations, sometimes with - for exampjmirchases and sales
of water.

In this section we shall start by identifying the@im producer-distributors
on the basis of size of clientele. We will thenlgsa only those producer-
distributors. Indeed, the persistence at the ptesement of many local
authorities making their own arrangements for @owi of water services
would render an exhaustive study tiresome, whiferinfg very little in the

way of additional information.

As for the Brussels Capital Region, the IBDE iclrarge of distribution in
the 19communesVivaqua providing contractual services in theamaty of

partner (likewise for the IECBW and the IWVB), caiig in particular of
the management of client files, meter readings @oliéction of bills, and
the extension, maintenance and surveillance ofn#tevorks. The IBDE
counted 290 161 clients for the year 2007.

Turning to Flanders, the main distributors are VMWMVW, PIDPA,
AWW and IWVB. These five companies alone repre€3% of clients in
the Region. It should also be pointed out in tlesrection that the TMVW
has a holding in the IWVB.

17



Relative size of drinking water companies - Flanders

Vlaamse Maatschappij voor Watervoorziening 1089752 171
Tussengemeetelijke Maatschappij der Vlaanderen voor Watervoorziening 529 707 57
Provinciale Intercommunale voor Drinkwater in de Provincie Antwerpen 477 287 65
Antwerpse Waterwerken 157 955 8
Intercommunale voor Waterbedeling in Vlaams-Brabant 90 167 13
Intercommunale Watermaatschappij 47 842 8
Intercommunale Waterleidingsmaatschappij van Veurne-Ambacht 46 862 6
Gemeentelijk Waterbedrijf Knokke-Heist 22119 1
Stedelijk Waterbedrijf Sint-Niklaas 21 656 1
Vivaqua 13 907 4
Regie Stedelijke Waterdienst leper 10 815 1
Waterregie Tongeren 9143 1
Waterdienst Hoeilaart 4322 1
Total 2521534

Source: SERV, June 2008

It should be stressed that the legislation demansisigle water meter per
accommodation unit in apartment blocks. It thusofes that we will see a
difference between the number of connections aadtimber of clients or
meters. It should also be noted that any givenl lagthority might use the
services of more than one distributor.

Relative size of water distributors - Wallonia

Companies |Vetes __[Communes _
Société Wallone Des Eaux 964 293 200
Compagnie Intercommunale Liégeoise des Eaux 233032 23
Services ou Régies communaux (1) 85310 46
Intercommunale Des Eaux du Centre du Brabant Wallon 73451 13
Intercommunale Namuroise de Services Publics 34052 12
Intercommunale d'Etude et de Gestion (Mouscron) (1) 17 406 3
Association Intercommunale des Eaux de la Molignée 10736 4
Association Intercommunale des Eaux du Condroz 11829 5
Intercommunale Des Eaux de Nandrin-Tinlot et environs 2908 3
Compagnie Intercommunale des Eaux de la Source les Avins-Clavier (1) 2055 4
Compagnie de Distribution d'Eau de Salles et Robechies (1) 539 2
Total 1435611

Source: SWDE and AquaWal, 2007

(1) Number of connections 2006

In Wallonia the leading players in distribution &8&/DE, CILE, IECBW
and INASEP. They share nearly 91% of the metethenRegion, slightly
more than 67% belonging to SWDE alone. To this veg miso add IDEA
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(Intercommunale de Développement Economique et @é®agement du
territoire, Mons) - a producer and distributor, kalso exclusively for
industry or for selling on to the other playershe sector.

In terms of population supplied, we obtain thedwling table for the main
distributors.

Population supplied

Companies |Population

IBDE 1034 475
VMW 2 662 441
TMVW

PIDPA 1148072
AWW 532 379
IWVB

SWDE 2 400 000
CILE 537734
IECBW 195770
INASEP

Sources: Entreprises de distribution

We may also examine the length of the distribunetworks of the main
companies and derive, via the number of meterdients, the density of
those networks.

Main distribution networks - Belgium - 2006

Companies _[Meters_____|Network(km) _|Density (mt/km)

IBDE 290 161 2212 131.16
VMW 1089 752 30 267 36.00
TMVW 529707 10415 50.86
PIPDA 477 287 12 000 39.77
AWW 157 955 2425 65.14
IWVB 90 167

SWDE 964 293 27 868 34.60
CILE 233 032 3525 66.11
IECBW 73 451 1694 43.36
INASEP 340 52 1250 27.24

Sources: Sociétés de distribution, SERV, Aquawal
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The density is obviously higher for the IBDE, which active in the
Brussels Capital Region, an essentially urban zone.

We shall now examine in more detail the productma distribution of
these main players, whilst bearing in mind the texise of other smaller
intercommunals and services or local water corpmiat The table below
shows the available data for the Flemish produea distributors, the
IBDE and SWDE for 2007, and for 2006 in the caséhefother Walloons
and Vivagua. We can see the volumes produced, asechor sold to other
players in the sector, the volume distributed teents, industrial or
domestic, and the non-registered volumes (leaksfighting, production
wash water, ...).

Volume of main water producers and distributors - Cubic metres

Production Distribution Purchases Sales Not registered
IBDE (1) 67 436 015 59 223 392 8212 623
Vivaqua 138 443 000 676 000 0 136 788 000 979 000
VMW 133 350 000 116 460 000 21 820000 9440 000 29 270 000
TMVW 9503 042 77 545 880 76 672912 7269 482 1360 592
PIDPA 67 787 289 58 607 761 4215 029 5210988 8 183 569
AWW (1) 147 810 729 115 715 557 42 095 172

IWVB (2) 10927 927

SWDE 153 820 743 104376 655 20060 189 22472 208 47 032 069
CILE 25 779 000 27 420 000 11163000 2260 000 7 262 000
IECBW 7 308 000 9 834 000 6212 000 1493 000 2 192 000
INASEP 2 803 000 3 099 000 1 585 000 38 000 1 250 000

Sources: entreprises de distribution (2007), Aquawal (2006), SERV (2007)

(1) Production here represents total supply

(2) Distribution represents water turnover ("Omzet water")

Vivagua draws the bulk of its production from theNMon Region. Most
of that production, however, is run off to othestdbutors in other regions.
We should also point out that, in the case of BBH and AWW, the
amount given in the production column in fact reprdgs the volume
available for distribution, this including purchasehe available data not
allowing any distinction between the two.

We may also derive from this table estimates ofwodt outputs by
dividing the non-registered volume by the availalgieantity, which
corresponds to the sum of the quantities produnddoarchased from third
parties active in the sector. However, we insisttlom fact that the non-
registered volume includes elements other than memgork losses.
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Network outputs - Volumes in cubic metres

Companies \ Not registered Available Outputs

IBDE 8.212.623 67.436.015 87,82%
Vivaqua 979.000 138.443.000 99,29%
VMW 29.270.000 155.170.000 81,14%
TMVW 1.360.592 86.175.954 98,42%
PIDPA 8.183.569 72.002.318 88,63%
AWW not available 147.810.729 -

IWVB not available 10.927.927 -

SWDE 47.032.069 173.880.932 72,95%
CILE 7.262.000 36.942.000 80,34%
IECBW 2.192.000 13.520.000 83,79%
INASEP 1.250.000 4.388.000 71,51%

Sources: Entreprises de distribution, Aquawal, SERV

We can also break down the distributed volume atingrto the type of

consumer. The available statistics mostly bringtbetdistinction between
domestic and non-domestic clientele, or are basedoosumed volumes.
Certain difficulties may nonetheless arise. For TMMhe volume given in

domestic consumption in the table below represdgr@guantity delivered

to partner local authorities, without distinctioh subsequent destination.
The non-domestic quantity represents what TMVW dhels/ered itself to

the industrial sector. Furthermore the date for E&nd IECBW in the

table below are for 2007 instead of for 2006 presip. This is due to the
availability of different statistics.
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Allocation by type of consumer - Cubic metres

Companies |Distribution Domestic Non-domestic
IBDE 59 223 392

Vivaqua - -

VMW 116 460 000 88 330 000 28 130 000
TMVW(1) 77 545 880 77 433 651 112 229
PIDPA 58 607 761 42 828 679 15 779 082
AWW 105 715 557 40706 512 65 009 045
IWVB

SWDE 103 340 383 62 112 991 41 227 392
CILE 25929 157 20 668 967 5260 190
IECBW 10 284 706 7 405 961 2 878 745
INASEP 3099 000

For TMVW the domestic volume is that delivered to the partner local authorities

Sources: Entreprises de distribution

3.4. Collection and purification

In the Brussels Capital Region Vivaqua carries aut, behalf of the

I'Intercommunale Bruxelloise de Distribution d'E4LBDE), missions

relating to the design, construction and operatidnsewage disposal
networks. The IBDE thus identifies five purificaticervices; the Brussels
communesnay join these services. This concerns the managieoh storm

basins and collectors, gathering and updating uaraata concerning the
municipal sewers and drains (plans, obsolescencg, the hydraulic

management of the disposal network for sewagewedar and runoff,

repair, adaptation, renewal and extension of theage disposal network
and its equipment and, finally, the integrated ngemaent of the sewage
disposal network. In 2007 the IBDE measured thal tength of the

sewage network as 1 334.89 kilometres for alldbramunesovered by its

purification services. Regarding purification plaMivaqua operates the
STEP Sud in the Brussels Capital Region (360 00D HHe Brussels

North station (1 100 000 EH) was the object of lafoatenders, and it was
Aquiris, a group of enterprises steered by the ¢heprivate enterprise
Veolia, that obtained the design, construction apdration for a duration
of 20 years in the framework of a BOOT-type pulgiosate partnership.

In Flanders the citizen bears the responsibilityldeing connected to the
sewage network or, where that is not possible, agarown arrangements

13 Build, owner, operate and transfer.
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for purifying wastewater. In principle the localtharity will attend to the

management of the sewage disposal network onrritoty, either itself, or

in collaboration with water distributors, or in tdoration with third a

party. Regarding priority sewage disposal, collectand purification,

Aquafin has the task of execution and operatiorilenthe Flemish Region
attends to planning. According to its annual regort2007, Aquafin has
nearly 4 250 kilometres of collectors. Also, for0Z0Q of the 216 evaluated
purification plants, 192 satisfied all the standamlrrently in force, as
against 4 that did not meet the European standah#svalue of the project
portfolio was further made up as follows:

Aquafin projects - Million euros - 2007

INumber __|value |
Delivered 1843 2 298.78
Awarded and tendered for 251 420.22
In development 605 695.34
Total 2699 1115.56

Source: Aquafin

To recall, the managers of the sewage disposalamktat local level are

the following:
Sewage disposal managers - Flanders
Aquario TMVW 48
Hidrorio PIDPA 14
Hidrosan PIDPA 3
Vivaqua Vivaqua 6
IWVA IWVA 3
Ri-ant AWW + Aquafin 12
Rio-act VMW + Aquafin 4
Aquafin Aquafin 9
Infrax Interelectra 35
Riobra PBE 24
Own management 147
Undecided 3

Source: SERV

In Wallonia the SPGE ensures the financing anddination of the local-
authority purification of wastewater, the protentiof water catchment and
the financing of certain sewage works in collaboratwith the local
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authorities. The creation and operation of purtf@a infrastructures falls
to seven accredited purification agencies. Thenfimg is arranged via the
Codt-Vérité de I'assainissemef@VVA), which is a component of the water
bill presented to the consumer.

Turning to the technical estate of these APAs mmgeof collectors and
purification plant, we obtain the following table.

Accredited Purification Agencies - Technical Estate - Wallonia - 2007

Collectors (kms) Purification plant \ Rated capacity WPP (EH)

AIDE 254.97 1048 601
AIVE 44 160.41 69 235925
IBW 27 158.47 31 456 750
IDEA 24 235.44 23 500200
IGRETEC 22 259.46 43 534 150
INASEP 38 234.78 89 186 955
IPALLE 23 132.87 32 337 005

Source: Aquawal

According to the SPGE, the total rated capacitytliese purification plants
to achieve for the whole of Wallonia is 4 706 031.EOn 31 December
2007 the SPGE presented the following progressibalaheet.

Equipment rates for purification plant - Wallonia - 2007

Purification plant _\ 2000 EH or more

WPP, existing 3299 136 446 250 70.10%
WPP, running 698 200 692 150 14.84%
WPP, to realise 708 715 3140786 15.06%
Total 4706 051 4279 186 100.00%

Source: SPGE

The rate of equipment of water purificattion plant Wallonia was
therefore around 70.1% at the end of 2007.

We can also examine the situation of the purifaragystem in Wallonia at

the end of 2006 for sewers and collectors. We esnis the table below
83.02% of sewers at the time for only 43.3% ofexlbrs.
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Networks situation - Wallonia - 2006

Network Kilometres

Sewers
existing 16 388.45 83.02%
running 203.04 1.03%
to realise 3 149.85 15.96%
Total 19 741.34 100.00%
Collectors
existing 1402.12 43.30%
running 363.68 11.23%
to realise 1472.48 45.47%
Total 3238.28 100.00%

Source: Aquawal

4, Financing

Since the different reforms in the sector over pest ten years, the
financing of the players in the water chain musehesured by passing on
the real cost of water in the consumer’s bill. Tpigciple is valid for the
three Regions of the country. The price of wateyusth therefore include
all the costs of production, distribution of dringiwater and depollution of
spent waters. We shall return to this subject atiee 3.2, dedicated to the
price of water. In principle, therefore, the cothe water cycle should no
longer be financed by taxation, except for the obdvcal sewage disposal
which is not currently integrated in the price adter outside Flanders and
certaincommune®f Brussels.

5. Income and expenditure accounts of the leadindayers

In this section we shall briefly present the incaane expenditure accounts
of the leading players in distribution for 2007.r@éen remarks must be
made beforehand. First of all, the accounts thahase obtained are the
consolidated accounts, grouping all the activibésthe intercommunals
and companies considered. Thus, for example, INASE#sides its
activities in water, is also active in buildingsdaroad constructions. The
first line of the table below presenting the castssales and contractual
services recapitulates the activities of companiesproduction (Pr),
distribution (D) and purification (Pu), includingléection and disposal.
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Income and expenditure accounts - Structure of costs, costs per m3 distributed and cost per employee - Main distributors - thousand euros - 2007

Variables e viagua _JMw __[wvw _Jopon Jaww Jowoe o fiecsw  [wasee |
Activities D+Pu  Pltservices) PriD+Pu  PrD+Pu  PrDtPu  PrD+Pu PrsD PrsD Pr+D Pr+D+Pu
Cost of sales and services 122074 231504 524618 276006 249507 229350  357.009 80479 27349 29957
Supplies/goods 46532 15938 8.683 192478 162897 118461 41641 31027 5.975 79
Various goods and services 56.303 60985 357664 21133 21539 3420  1dp44d 14703 13143 11133
Remunerations, pensions, social charges 108.178 78.269 35.298 31.810 56.153 89.765 20.840 4402 11.161
Amortisations 13.79 1533 39403 16,59 PANYE] 17.887 65.114 12.735 3816 3.600
Value reductions 315 5 11345 1517 731 184 9,652 n 21 -9
Provisions for risks and charges 1312 5053 17125 27 5.260 -1310 1431 439 114 38
Other aperating charges 6.500 25.964 1219 8.709 37 4.555 2982 393 103 3238
Net financial charges 4,034 -1.9% 2218 2633 -3.205 -649 1727 -2.936 279 14
Financial products 800 3.788 7.063 2925 3973 2861 1360 2.286 497 1407
Financial charges 4.834 179 9.281 5.558 768 212 3.087 -650 776 1413
Cost of sales and net financial charges 126108 229508 526836 278639 246302 228701  3587% 77543 27628 29943
Distribution (thousand m3) 59.223 116460 77546 58608 115716 104377 27420 9.834 3.09
Cost/m3 distributed 213 452 359 420 198 34 28 281 9,66
Staff (employees or full-time equivalent) 1.569 1.489 612 650 484 1671 363 82 24
Cost / employee 146 354 455 379 473 25 13 337 140

Sources: income and expenditure accounts

The big companies having a management contract thidir Region
(VMW and SWDE, IBDE to a lesser extent since ndivadn production)
have as principal source of costs various goodssamices, followed by
remunerations and amortisations. It should be nwmi¢kis connection that
no staff costs appear in the statement of incontk expenditure for the
IBDE, Vivaqua attending to practical matters on delof IBDE in the
missions assigned to it. For most off the intercamats, the highest cost
centre concerns supply and goods, an item thatdesl among other
things, purchases of water from other players. Tthere are staff costs and
the various goods and services.

We have also included in this table a cost perildigied cubic metre. This
variable, in the present case, must be taken wghrves. In fact, as already
mentioned, the figures given above are taken fromsgalidated accounts
and consequently include other activities than &ngistribution. This is
especially true for INASEP. The Flemish companies @so active the
whole length of the water chain, the Walloons comicgding on production
and distribution, purification being the work ofcaedited purification
agencies, and INASEP being distributor and APAnB.o

Finally, the bottom line of the table includes atcper employee or full-
time equivalent.

In the same way, and with the same reserves, wexamine the turnover
and profit of the financial year for the leadingyzrs.
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Income and expenditure account - Turnover, profit and tax on profit or loss - Thousand euros - 2007

varable JgoE_[vivagwa L Trwvw Do Jaww__[swoe ot Jecow [vase |
Turnover 125514 209,055  33%775 20167 157786 14445 315841 76649 26005  27.074
Pre-tax profit for the financial year 2105 8 -249 18,535 6.439 2904 -14.563 3.195 221 338

Tax on profit or loss 0 0 0 2% 0 0 106 74 18 1

Profit for the financial year to be allocated 2.105 28 -249 18,509 6.439 2834 -14.669 3 2203 337

Sources: income and expenditure accounts

Only the large Flemish and Walloon regional compargresent a loss for
2007.

0. Some financial indicators

In this section we present certain financial datikeh from a study by
Dexia including data for 2006. Not all players in thetse are included in
the analysis. The types of enterprises considartha intercommunals in
production and distribution of water, the intercoumals in purification of
water, the local-authority water corporations atigeo leading players in
the sector.

Financial ratios in the water sector - 2006
Region Type of enterprise iquidi Financial Long-term debt | Degree of self-

independence inanci Operational cost-
effectiveness

Flanders  Intercommunals in production and distribution 8 1,2 47,9% 51,5% 14,5% 3,7%
Intercommunals in water purification 2 18 76,3% 25,7% 0,3% 28,1%
Local-authority corporations 2 1,1 47,1% 68,6% 26,1% 5,4%
Other leading players in the sector 2 0,4 40,7% 99,2% 2,9% 10,4%

Wallonia  Intercommunals in production and distribution 8 2 83,1% 10,5% 18,2% 4,2%
Intercommunals in water purification 4 1,1 50,5% 61,5% 5,2% -13,1%
Local-authority corporations 1 26 71,6% 24,2% 14,5% -4,1%
Other leading players in the sector 2 21 65,4% 55,1% 2,1% 3,9%

Brussels Intercommunals 2 1 40,4% 117,6% 1,8% 1,0%

Total 31 11 53,3% 57,7% 4,8% 5,0%

Segment  Production and distribution 2 1,1 63,2% 28,0% 9,6% 2,0%
Purification 9 1 45,5% 90,3% 1,0% 11,4%

Source: Dexia

4 Dexia, «Finances locales - Les entreprises pubdigiocales », May 2008,
pp. 30 - 38.
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The study likewise counts the contribution of sdles to the result for the
financial year in intercommunals active in the wagector, again for the
year 2006.

Subsidies - Intercommunals active in the water sector - Thousand euros - 2006

Region Operating subsidies Capital subsidies

Flanders 70 506 3.2 0
Wallonia 16 584 15 461.6 0
Brusssels 0 3.5 0
Total 16 584 15 468.3 0

Source: Dexia

The amount of operating subsidies in Flanders isstimate based on other
operating products. This concerns operating allooatpaid by Minafonds,
intended to cover the difference between Aquafuoices and the income
of the local-authority or supracommunal purificaticontribution following
the reorganisation of the sector in 2005. The divieof this subsidy is
therefore to finance the purification invoice sattlit does not have an
Impact on the result for the accountancy year.

7. Conclusion

As we have seen, the organisation of the waterosent Belgium, for
financial, technical, historical and political reas, is particularly
complicated. Initially within the competence of thecal authority, the
supply of drinking water and disposal of wastewdiave necessitated
groupings or local authorities and increasinglyeinse cooperations
between them and with regional authorities. Theewsé&ctor now has very
variable forms of management but, apart from afawe exceptions, these
are characterised by the sole presence of theguabttor. The price of
water is also very variable, but the principle efrdying the integrality of
the cost of the water cycle by the consumer isuptig asserting itself.
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