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Turnover

(million euros)

791.4 816.2 792.8

2012 2013 2014

Total investment (1993 — 2014)
7.5 billion euros

Finance Sources

European Investment Bank
Equity

Cohesion Fund
Commercial banks

Integration of assets

= Others

Who we are

Net Income
(million euros)
104.7
102.3
b I I
2012 2013 2014
(million euros)
383.9
367.3
357.2 I
2012 2013 2014



The need for change

Aguas de Portugal (AdP) was facing challenges that jeopardized its
own sustainability and consequently the stability of the water sector:

High tariff asymmetries between coastal and inland regions failed to
contribute either to national cohesion or to equality in a good essential to
life and to the economy;

An historical tariff deficit of €590 million in December 2014 accumulated
over two decades due to water tariffs that didn’t recover the costs;

Client debts (mainly municipalities) of €533 million in December 2014 that
pressured AdP investments, operations and financial commitments;

Due to these tariffs that don’t reflect the costs, five AdP group companies
were failing to comply with article 35 of the Portuguese Commercial
Code, with two of these companies reporting negative equity capital
positions.



Foster In access to essential public services:
* Harmonization of tariffs across expanded regions;

* Tariff convergence to affordable values taking into account socioeconomic
criteria.

Guarantee of the systems:

* The full cost recovery policy ensures operational sustainability, new
investments and tariff deficit control,;

* Synergies of scale and range nurture efficiency and the reduction of
operational costs.
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EUR million

The reform

Operating costs reduction (excluding amortisations)
of EURO 91.1 millions per year (25,1%)

Operating costs, without amortisations
(constant prices)
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The reform

Average tariffs reduction of 10%

Water and Wastewater Tariffs

2014 prices
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WATER SUPPLY The reform

Tariffs evolution
2015-2020

170 Municipalities

Municipalities with tariff

20%

Municipalities with tariff increase




WASTEWATER TREATMENT Th e refO I'im

Tariffs evolution
2015-2020

186 Municipalities

Municipalities with tariff

32,8%

Municipalities with tariff increase
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On-the-ground

Steering
Committee

COMPANY LEVEL Aggregation Aggregation Aggregation
Commitee Commitee Commitee
NORTE CENTRO LVT
Operating Operating Operating Corporate Teams
teams teams teams

OPERATING LEVEL
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Critical Areas ' On-the-ground

Human Resources

* Choose the best HR
» Guarantee a smooth transition for the employees

Communication

« Defining the communication strategy across both external and internal dimensions

IT Systems -_

- Diagnosis and standardization of IT systems R |

. _



xternal On-the-ground

and internal communication
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New companies On-the-ground
brand and identity
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Communication
campaign
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1st DAY 30t June 2015

(M Tube]

2 Mensagem do Presidente da Aguas de Portugal, Afonso Lobato de Faria

Orupo AdP - Agua

Boas vindas
Em nome dos acionistas e da administragdo da Aguas do Norte. S.A., queremos dar-ihe as boas vindas 2 esta nova empresa, €
expressar 2 satistagio & 2 expectativa com que olhamos para 2 suz colaboracio & para o ppel que vai desempenhar no
desenvolvimento deste projeto em que estamos envolvidos, com importantes impactes 20 nivel ambiental, social & econémico
na populagio e territsrio da regiio Norte de Portugal

A Aguas do Norte & uma organizagio empresarial que presta servigos publicos essenciais no setor da dgua. Orgulha-se da sua
histéria & pauta-se por valores de integridade, rigor & responsabilidade no desempenho da missio que the esti cometida pelo
Estado Portugués e pelos Municipios onde desenvolve atividade.

Para que 2 sua integragio na Aguas do Norte sefa ripida, concebemos a Intranet - que designamos de onossoadn - como um
instrumento faifitador do processo de adaptagio a esta nova estrutura, elaborado com o objetivo de 2 tornar mais simples,
agradivel. frutuosa e célere

Trata-se de uma ferramenta de trabalho, que contém informagdes, conhecimentos, metodologias € processos de uso comum na
empresa, que serd permanentemente 2ualizada, 2 que deve recorrer ¢ utiizar dariamente.

Conamos com o seu empenho, dedicagio, profissionalismo, eficiéncia & criatividade nesta nova fase da nossa vida profssional

que agora se inicia

E desajamos-te o major sucesso na Aguas do Norta.

Manuel Fernandes Thomaz
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On-the-ground
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https://www.youtube.com/watch?v=mZJInXVfG5M

Conclusions

The reform of AdP Group solves historical problems through
establishing a climate of solidarity and national tariff cohesion:

The tariff asymmetries between coastal and inland regions are strongly cut
back enabling regional systems to operate around an 11% tariff band when
before there were tariffs in inland regions that were double those existing
In coastal areas;

For the first time in the history of the Portuguese water sector there is a
solution for the serious issue of the accumulated tariff deficit. Hence, the
tariff deficit will be eliminated over the course of 25 years;

The tariff convergence stands within affordable values and, comparing with
the previously necessary tariffs, there is an average reduction of 10%;



Conclusions

* 3/4 of the municipalities involved have already experienced lower tariffs
on the 18t of July with the remaining 1/4 of municipalities experiencing
between 2016 and 2020 a diluted tariff rise;

°* Due to the decrease in operational costs there will be a reduction in the
total amount of tariffs charged to municipalities over the course of the 30
year-old concession of €4.1 billion in comparison with the current
contracts;

°* In human resources costs, there has been a reduction of €25 million per
year, a cut of 70% in management bodies members (109), including board
members, and a 46% cut in management positions (119);

Hence, the reform is fundamental to guarantee the sustainability of not only
AdP group but also the Portuguese water sector.
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