





In addition

to personnel training
and knowledge
transfer, the major
investments made

in outsourced service
contracts speak

to the economic
impact of Veolia
Water AMI in

the countries where
it operates.

By modernizing their
sanitation services,
Veolia Water AMI
is helping Tangiers,
Tetouan and Rabat-
Salé re-establish or
preserve the quality
of bathing waters,
obtain the «Pavillon
Bleu» designation
and fully restore
their tourism
potential.
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N’Toum water treatment plant-Gabon.

with more than € 40 million in annual investments for faci-
lities maintenance, increasing coverage rates and boosting
production capacities. Since the beginning of the contract
cycle, it has invested € 337 million (1997 to 2005). This is
one of the ways in which SEEG helps, in partnership with
the delegating government authority, support the country’s
economic and social development.

The wealth created by SEEG is redistributed prima-
rily to suppliers and service providers (whose orders
amount to almost 40 % of SEEG’s total sales). Remai-
ning funds are reinvested (approximately one-third of
SEEG'’s total sales) and distributed to the company’s
employees (who share in 21.1 % of SEEG’s revenue).
Wealth redistribution also occurs through the payment
of income taxes to the Gabonese government, which are

Distribution of procurement
between local and international purchases
in Morocco in 2006

B others

local
subcontractors

used to fund projects in the public interest, and through
disbursements to shareholders since 49 % of the capital
was purchased by Gabonese investors, including 3,500
small-scale investors. They benefit directly from SEEG’s
economic growth. These figures do not include VAT and
the other taxes collected on the government’s behalf. If
these were included, SEEG's redistribution to the govern-
ment would be on the order of 20 billion CFAF or nearly
20 % of its revenue.

More than 12,000 jobs secured or created through
subcontractors in 2006

In 2006, Veolia Water AMI invested € 105.2 million of
its own funds to improve the utilities entrusted to it for
total sales of € 626.3 million. Over the last three years,
it has invested an average of € |10 million per year. In all,
for its three contracts in Rabat-Salé, Tangiers and Tetouan
combined € 2.2 billion have been earmarked for water,
sanitation and electricity. For the Ashkelon BOT project,
initial investments totalled € 164 million. From 2005 to 2006
in Morocco, because of the intensive spending programmes,
the amount of Veolia Water AMI’s purchases grew 80 %.

The economic impact of these activities is even stronger
because Veolia Water AMI sub-contracts the vast majority
of research and work, as well as the purchase of supplies,
to local firms in the countries where it does business,
creating or securing many local jobs. Therefore, of the
€146 million in purchasing by AMENDIS and REDAL
in 2006, 75 % was channelled to local subcontractors,
which represents 6,790 full-time positions for the year
in Morocco.



In Gabon, 52 % of the € |12 million in purchasing went
to local businesses, which amounts to the equivalent of
5,200 full-time jobs. To this one can add direct job creation
(in Morocco through the AMANOR subsidiary, which counts
nearly 500 new employeses).

The companies of Veolia Water AMI, top-tier
economic actors in African countries

The primary companies of Veolia Water AMI are located
in Africa. Each one plays an important role at the national
level. Beyond the fact that two of them report directly to
the government and have national operating perimeter (in
Niger and Gabon), the type of services they manage and
the volume of their investments make them major players
in economic and social development. Hence their activities
are monitored at the highest levels of state and are cons-
tantly scrutinized by the media and stakeholders, who are
always very demanding of private operators. This exposure
and this impact on national economies confers even greater
responsibility on Veolia Water AMI.

RESTORING AND REINFORCING ATTRACTIVENESS
OF TERRITORIES

As the number one international destination, the Medi-
terranean attracts one-third of global tourism. There are
several advantages to explain its appeal: its natural and
historic riches, the ocean and coasts, its climate, and its
geographic and cultural closeness to Europe. This sector is
an important source of jobs and cash. If its indirect effects
are taken into account, the macroeconomic contribution of
tourism is 15.4 % in Egypt, 17 % in Morocco and 17.7 %
in Tunisia. The Mediterranean basin is undergoing an
intensive phase of urbanization and coastalization. Thus
protecting the environment is crucial for the future of
this enclosed sea, bordered by 22 countries and at the
crossroads of three continents.

Tourism requires hospitality investments, clean beaches
and seawater and, therefore, effective wastewater recla-
mation and pollutant removal services. This is the context
that frames the work entrusted to Veolia Water AMI in
Tangiers, Tetouan and Rabat-Salé. Indeed, the Moroccan
government has set a goal of 10 million tourists a year by

Architect’s sketch of the water purification plant in Tangiers,
currently under construction.

OUR CONTRIBUTION TO ECONOMIC DEVELOPMENT

2010. In Tangiers, which was until very recently a top-tier
international tourist destination, AMENDIS’s primary goal is
to clean up the waters in the bay, one of the most beautiful
in the world, by giving the city an effective sanitation system.
Compliance with the highest environmental standards will
support this city’s environmental policy and its tourist and
economic development.

Since 2005, REDAL has rolled out a strategy of active
beach monitoring based on enzyme analyses that make
it possible to know in just one hour the quality of bathing
water using the “Coliplage” process. This makes it possible
to decide in almost real time whether to open or close
beaches to swimmers.

AMENDIS is involved in many infrastructure improve-
ment projects in the city (roads, traffic, appearance, street
lighting on the road that follows the bay of Tangiers, etc.).
In 2006 it signed refurbishment agreements for more
than 10 high-end tourism projects and two new cities.
Moreover, it is participating in the project to preserve
and restructure the traditional water distribution system,
Skundu, in the ancient Medina of Tetouan. This programme
is being carried out in conjunction with the Ministry of
Culture and the city of Tetouan and is based on a theme
that combines national heritage (the Tetouan Medina is de-
signated as a World Heritage Site) with appropriate water
and environmental practices. REDAL, in the framework of
the government’s measures to encourage development in
the hotel sector, has revised the water and sanitation rates
for hotels to the same scale applied to industrial clients.

SERVICES BETTER SUITED TO THE NEEDS
OF BUSINESSES

SEEG, SEEN, AMENDIS and REDAL have created spe-
cific services for businesses (developers, industrial clients,
hotel operators, public institutions, etc.). Administrative
procedures are streamlined for them. Veolia Water AMI
guarantees the continuity of services and the consistency
of electrical voltage and water pressure, which are deter-
mining growth factors for these businesses. REDAL has
created special service counters for industrial clients (e.g.
the single counter for real estate developers, government
agencies and municipal authorities). SEEG has developed
a “Major Accounts Agency” offer (including, in particu-
lar, advice and technical assistance) and differentiated its
sales staff into three clientele segments: “General Public”,
“Businesses” and “Administrations”. These efforts to adapt
services represent an important advance for the authorities
that hire us and utility clients.

Supporting industrial development : the Girassol
example in Angola

TOTAL Angola operates the Girassol oil platform located
200 km off the shore of Angola. With a production capacity
of 320,000 barrels per day, it is one of the largest in the world
for floating production, storage and offloading. Offshore oil
extraction requires water injection to pressurize the oil-bea-
ring reservoir. The production volume depends on the quality

In the eyes

of investors,

a country’s appeal
is not determined
solely by low payroll
costs or a favorable
tax regime, but also
by the quality of
basic infrastructures
and utilities and,
more generally,

in everything that
makes life easier

for companies and
ensures the reliability
of economic flows.

41



42

of the injection water : it is, in fact, crucial to preventing sul-
fate deposits in the well. Because seawater is the only availa-
ble resource for water production, Total wanted to equip
the installation with a system that can produce 64,000 m® of
desulfated seawater a day. After having designed and built this
unit through one of its former subsidiaries, Veolia Water now
operates it. The disulfation unit uses cutting-edge nanofiltra-
tion technology. A Veolia Water AMI employee assists the
Girassol with the operation and maintenance of the injection
system. Veolia Water AMI also supplies the consumables and
spare parts. Launched in March 2003, this multi-year contract
was renewed in 2006.

SEEKING A NEW BALANCE BETWEEN MAJOR
AND SECONDARY CITIES

There are considerable inequalities between urban and
rural areas when it comes to access to essential services :
in sub-Saharan Africa, 38 % of city dwellers have access to
potable water, but only 8 % of those living outside urban
areas have the same privilege. With its 320 million inhabi-
tants, the urban population of India is the second largest
in the world ; but 750 million people live in the country.
Fleeing rural areas is most often the only option when re-

REDAL office-Rabat-Morocco.

sidents are confronted with a lack of essential services and
economic outlook. Developing these services in the rural
world and in secondary towns is imperative if we hope to
limit the flow of populations to sprawling, unmanageable
cities. Several actions at Veolia Water AMI are contributing,
however modestly, to restoring a balance between primary
urban centres and secondary towns in terms of access to
essential utilities :

— SEEG now supplies 48 urban centres with electricity and
42 with potable water. They are spread throughout Gabon.
Since 1997 it has connected 12 new urban areas to networks
for the distribution of water, electricity or both. Smaller towns
and isolated areas in the countryside benefit from a balancing
out of water prices as Libreville foots 65 % of the bill.

— In Niger, SEEN produces 45 % of its water in urban
centres located outside the capital. A system to measure
water quality in the network has been gradually extended
to all networks : SEEN now conducts analyses at least
every quarter in small towns where no tests had been
performed before. By training employees of small ope-
rating firms, it is reinforcing local capacities to delivery an
essential service to the rural milieu.

— Veolia Environnement in Morocco and government
authorities, in conjunction with ONEP and ONE, have de-
signed and implemented specific programmes to increase
access to electricity and potable water in rural zones. In
four years, REDAL installed 4,123 service lines on behalf of
the government to provide electricity in the countryside.
These lines serve more than 20,000 people.

In addition to these efforts, Veolia Water AMI has initia-
ted or participated in extra-contract actions. For example,
in Niger in addition to the ESAMIS programme, seven rural
development projects received financial support in 2006.

The rural-urban divide :
disparities in access to sanitation remain large

Share of population with acces to sanitation (%)
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OUR CONTRIBUTION TO ECONOMIC DEVELOPMENT

View of Tangiers city-Morocco.

These projects involved : the creation of irrigation points  the rehabilitation of livestock wells in the Agadez region
and livestock wells in the Air region in collaboration with  with Solidarités ; the creation of an irrigation well, foot
the “Ailes du Désert” association ; the construction of wa- ~ pump equipment and purchase of a solar panel to power
ter and wastewater infrastructures and health awarenessin  the refrigerator at the health clinic with the “Grain de
25 schools in partnership with the World Food Programme ;  Sable” association, etc. m
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This programme
has had a major
impact on truancy,
which has been
reduced eightfold.
Furthermore,

it has launched

a sanitation
education campaign
in schools with
the support

of teachers.
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OUR EXTRA-CONTRACT
ACTIONS, CARRIED
OUT IN PARTNERSHIP
WITH CIVIL SOCIETY

Veolia Water AMI also carries out activities that were
not originally stipulated in its outsourcing contracts. It
works with local authorities, public agencies, associations
and NGOs, which play a key role in these projects. These
are initiatives born of needs in the field to ensure access to
water and electricity for those who have none or efforts
that focus on education, health and hygiene. The compa-
ny’s financial commitment is far from modest. In 2006 the
group’s budget for charitable projects in Morocco was
more than € | million. This figure does not include the
time contributed by Veolia Water AMI employees, who
devoted themselves to these actions and their monitoring,
as well as to building the capacity of local associations. The
following examples show that with its customers and its
partners, Veolia Water AMI does not merely create eco-
nomic wealth : it works with these stakeholders to develop
and share social value.

et N ar
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Hygiene awarness lesson at school in Tangiers-Morocco.

Essential services are a sector in which no actor can
work alone : the execution of water and energy policies in
impoverished areas is only possible if there is cooperation
among public authorities, utilities operators, NGOs and
backers. Moreover, associations play a key role as liaisons
with the population.

FIGHTING SCHOOL ABSENTEEISM IN TANGIERS

In Tangiers, UNICEF, AMENDIS, Veolia Waterforce and
the Ministry of National Education have spent the last three
years working on a project to retrofit 3| schools that had
no washrooms, water or electricity and to concurrently
educate the public about the environment, civic duties and
health. The ultimate objective is to fight truancy, especially
among little girls : indeed, the absence of sanitation faci-




OUR EXTRA-CONTRACT ACTIONS,
CARRIED OUT IN PARTNERSHIP WITH CIVIL SOCIETY

Opening ceremony of the HIV/AIDS support center-Gabon.

lities is one of the major reasons why they do not attend
school. by the end of 2006, work had been completed at
30 schools. A total of nearly 37,000 students are benefi-
ting from these installations. This € 533,000 programme
is funded by the Veolia Environnement Foundation, Veolia
Water Force, the Solidarity Fund created by Grand Lyon
and Veolia Water, notwithstanding the in-kind contributions
made by local businesses like El Alami and Jacob Delafon
(faucets, sinks, bidets, etc.). In late 2006, an environment
and hygiene awareness week was organized in partnership
with the Ministry of National Education and UNICEF in
13 schools to educate 10,000 students about the envi-
ronment and encourage them to preserve the sanitary
infrastructure in place.

AMENDIS engineers and technicians were responsible
for the research and project oversight. They were also
committed to participate in the environmental awareness
sessions with young people to explain their jobs and the
water cycle. This project, undertaken as part of a pro-
gramme between the government and UNICEF entitled
“For Quality Schools”, is now considered to be a model
for public-private-UN agency partnerships by the Minister
of Education himself, as well as by UNICEF. It received the
VE Society Initiative award in 2004.

HIV/AIDS INITIATIVE CONDUCTED IN GABON

In Gabon only 10 % of HIV-positive persons receive
medical care ; the remainder are either unaware of their
condition or cannot access treatment because it is too ex-
pensive or too far away. In 2003 SEEG began its HIV/AIDS
programme with the Health Department at Veolia Environ-
nement and in partnership with the National Programme
to Fight AIDS and the First Ladies of Africa Organization
Against HIV/AIDS. In a setting where HIV is spreading at a
quick pace, it aims to prevent new infections of employees
and their families, improve their psychological and pharma-
ceutical care and support the government’s policy against
the disease.

The approach resulted in widespread actions with the
creation of an HIV/AIDS committee for the company and
local committees in each region covered by SEEG in order
to fight the battle locally. More than 100 SEEG employees,
called “peer educators”, have been trained. SEEG pays for
voluntary testing of its employees and their beneficiaries
by an independent laboratory that also provides psycho-
logical counselling. SEEG also provides for the purchase
of anti-retrovirals, para-clinical exams and treatment of
opportunistic diseases.
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Assabil social and professional integration centre-Morocco.

Changes have already been observed in employee
behaviours : the percentage of employees participating in
voluntary testing increased from 2 % in 2003 to more than
15 % in 2005. As for the rate of HIV-positive results, it has
been cut by 75 %, dropping from 24.4 % at the beginning
of the campaign to 6.1 % in 2005.

CREATION AND MANAGEMENT OF THE ASSABIL
SOCIAL-PROFESSIONAL INTEGRATION CENTRE
IN TANGIERS

In 2003, AMENDIS became one of the founding members
of a job placement centre located in Beni Makada (Tangiers)
that will provide training to young people who dropped out
of school at young ages. Since then, AMENDIS has been
participating in the centre’s activities and management and
serves as secretary general for the Assabil association, whose
members include OFPPT (Moroccan Office for Professio-
nal Training), ANAPEC (National Employment Agency) and
NGOs such as Caritas, Don Bosco and Chiffae.

After completion of the construction phase, the centre
opened its doors in May 2006 to host its first training class.
The vocational programmes last from 12 to 24 months. Since
opening, 540 youth from this impoverished neighbourhood
have been trained in fields such as masonry and electricity,
as well as the hotel and cooking sectors. The centre has ex-
ceeded by 20 % the trainee target number assigned by the
government to the OFPPT. Once these young people have
been trained by Assabil, they have solid skills to help them
find work. The job placement rate for Assabil graduates is
close to 70 % and some of those who have not yet found
work will receive NIHD subsidies to create micro-enterpri-

ses with the centre’s support. Finally, the students and their
families received ongoing social assistance, as well as supple-
mental training in general subjects, including literacy.

TWO EXAMPLES OF EMERGENCY HUMANITARIAN
ACTION OR DEVELOPMENT ASSISTANCE

The Veolia Environnement Foundation and Waterforce,
the unit of Veolia Water devoted solely to emergency
and development operations, supports various projects
in Africa such as creating wells, clinics and washrooms in
schools. These projects are always conducted with local
authorities and associations like the Red Cross, Action
Contre la Faim, UNICEF, the French Association of Volun-
teers for Progress, Eau Vive and ALMAE.

Support for decentralized cooperation in Mali :
the PADDY programme in Mali

The town of Montreuil (France) has embarked upon a de-
centralized cooperation effort with the Cercle de Yélimané
(Mali), with the support of the FAO and Hai Duong provin-
ce (Vietnam). The goals of this programme, called PADDY,
are to increase food safety by reintroducing rice growing,
improve the population’s living conditions by promoting
job creation and reduce rural exodus.

Yalindé’s water distribution system is outdated and can-
not meet the water needs of its inhabitants or those of the
populations of two neighbouring villages. In 2004, the city of
Montreuil asked the lle de France water company and Veolia
Environnement to help it design and implement the PADDY
programme’s hydraulic infrastructure. A three-year plan was



crafted to improve access to potable water. It benefits 5,000
persons. Its budget of € 600,000 is funded by SEDIF and the
Veolia Environnement Foundation. This plan includes :

— The refurbishment or construction of hydraulic infras-
tructures : by December 2006, 4.9 km of the planned 6 km
of network had already been installed or restored ;

— Assistance with facilities management to ensure the du-
rability and continuity of the service and education of all users
about healthy water use. This portion of the programme is
being overseen by “Eau Vive”, an NGO specialized in village
activities, and the local association of potable water users.

OUR EXTRA-CONTRACT ACTIONS,
CARRIED OUT IN PARTNERSHIP WITH CIVIL SOCIETY

Participation in the “A Boat for Lebanon”
operation

In summer 2006, the Ministry of Foreign Affairs of France
launched the international solidarity initiative, “A Boat for
Lebanon”. As part of this programme, Veolia Waterforce
has supplied more than six tons of specialized material
for water needs and conducted on-site assessments of
the situation in collaboration with the NGOs “Premiere
Urgence” and “Solidarités”. The water storage and distri-
bution equipment installed has made it possible to supply
18,300 persons in 32 villages in the south of this country
affected by the war. m
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These figures

enable Veolia Water AMI

to assess and analyse each year
the progress and performance

of the services it provides.

2006 INDICATORS

BASIC DATA
Start of contract

Activity
Number of residents supplied within the area
Number of towns and centres supplied

Number of water customers

Number of wastewater customers

Number of electricity customers

Water production (Millions of m?)

Water purchased (Millions of m?)

Water distribution (Millions of m?)

Electricity production GWh

Electricity purchased GWh

Electricity distribution GWh

DEVELOPMENT OF ACCESS FOR ALL

Drinking water

Number of residents supplied by individual connections
Increase in the number of connections since start of contract %
Rate covered by individual connections within the area supplied %
Number of new socially-assisted connections in 2006
Number of socially-assisted connections installed since start of contract
Number of public standpipes managed

Number of residents supplied by public standpipes

Number of residents supplied with

Sanitation

Number of residents connected to sanitation

Number of new socially-assisted connections in 2006
Number of socially-assisted connections created since start of contract
Electricity

Number of residents supplied

Coverage rate within the area supplied %

Increase in the coverage rate since start of contract %
Number of new socially-assisted connections in 2006
Number of socially-assisted connections created since start of contract
ENVIRONMENT

Yield of the potable water distribution networks
Drinking water distribution %

Electricity distribution %

Compliance of water produced with health standards
Level of bacteriological compliance %

Overall compliance level %

Sanitation

Volume of wastewater collected (millions of m?)
CUSTOMER MANAGEMENT

Number of offices (including mobile offices)

Existence of call centres

SOCIAL DATA

Staff

Safety and working conditions

Number of work accidents with interruption of activity
Number of working days lost due to work related accidents
Frequency rate

Severity rate

Training

Training budget (thousand euros)

Number of participants

Total training duration (hours)

Turnover

Investment budget since start of contract
Annual water investment budget

Annual sanitation investment budget
Annual electricity investment budget
Total annual investment budget



2006 INDICATORS OF VEOLIA WATER AMI

OF VEOLIA WATER AMI

Veolia Water REDAL AMENDIS AMENDIS SEEG SEEN ADOM KARNATAKA
(Rabat) (Tangiers) (Tetouan) (Gabon) (Niger) (Israel) (India)
october 2002 january 2002 january 2002 july 1997 june 2001 august 2002 2005
W:rﬁgrsaektcattﬁg:#y W:;grsaerlﬁg;g:r']ty water, electricity water water water
8,494,197 2,200,000 804,533 544,116 1,160,000 2,161,472 1,400,000 224,076
141 13 9 14 v 52 I (wholesale) 4
794,054 341,468 138,660 108,348 107,089 82,425 16,064
586,839 341,468 137,338 108,033
915,315 426,594 171 043 138 308 179 370
232,12 Mm? 4,34 Mm? 2,3 Mm? 74 Mm? 43,48 Mm?* 108 Mm?
147,5 Mm? 81,28 Mm? 42 Mm? 23,6 Mm* 0,58 Mm?
216,8 Mm? 69,4 Mm? 32,8 Mm? 18,7 Mm? 60 Mm? 35,9 Mm?
1,463 GWh 1,463 GWh
2,743,1 GWh 1,513 GWh 836, GWh 394 GWh
3918,4 GWh 1,389 GWh 765,4 GWh 367 GWh 1,397 GWh
4,331,929 1,617,000 636,480 376,090 781,750 768,440 152,169
13.8% 49.9 % 75 % 37 % 11.8%
88.4 % 79.1 % 82.1 % 67 % 35.6 % 68 %
18,888 5,820 1,613 1,354 839 0 9,262
64,326 23,937 4,591 4,646 3,400 (since 2003) 11,688 16,064
3,297 255 293 188 ND 2,561 0
1,043,675 213,000 150,000 40,425 ND 640,250 0
1,830,000 150,000 416,515 920,965 1,408,690 152,169
2,505,688 1,495,000 634,140 376,548
3,007 1,436 217 1,354
8,287 5712 1,221 1,354
4,240,541 2,015,192 693,188 420,067 1,112,094
92.6 % 87.6 % 91.7 % 95 %
34 % 11.4% 24 %
17,682 5,483 8,452 1,938 1,809
44,502 23,833 9,797 2414 8,458
8l.1 % 78 % 72% 81.4% 82.6 % 79 %
91.8% 91.5% 93 % 90.8 %
100 % 98.7 % 99.4 % 99.3 % 100 % 99 %
100 % 96.5 % 92.2% 97 % 94.6 % 99 %
92,36 Mm? 51,96 Mm? 25,4 Mm’? 15 Mm?
170 27 16 I 57 54 5
yes yes yes yes not planned not planned
6,427 (ind\. headquarters) 1,752 2094 | 452 530 47 32
73 20 26 22 3 2
2,182 days 1,125 days 582 days 217 days 24 days 5 days
5,63 5,88 4,99 8,47 3,65 0
0,3 0,33 0,16 0,11 0,29 0
1,893 € 493,508 € 702,416 € 575,052 € 112,586 € 9,100 €
6, 130 (incl. headquarters) 2,467 2 350 | 0 18 238 57
139,611 hours 28,294 hours 48,927 hours 51,428 hours 7,472 hours 500 hours
626,3 M€ 193 M€ 98,4 M€ 47,6 M€ 154 M€ 13,7 M€ 11,2M€ 2ME€
125 M€ (2002-2005) 108 M€ (2002-2005 for AMENDIS) 337 M€ (1997-2005) 4 M€ (2001-2006) 164 M€ 2,5M€
44,4 M€ 12,1 M€ 6,5 M€ 72 M€ 16 M€ 0,6 M€ 2ME€
41,7 M€ 8,1 M€ 12,1 M€ 21,5M€
51,1 M€ 10,6 M€ 8,1 M€ 56 M€ 26,8 M€
105,2 M€ 35,7ME€ 26,7 M€ 343 M€ 51,4 M€ 0,6 M€ ND
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