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SOCIEDAD GENERAL DE AGUAS DE BARCELONA, S.A.
BALANCE SHEETS AT 31 DECEMBER 2007 AND 2006

(Thousands of Euros)

ASSETS 31/12/2007 31/12/2006 SHAREHOLDERS' EQUITY AND LIABILITIES 31/12/2007 31/12/2006
NON-CURRENT ASSETS: SHAREHOLDERS' EQUITY (Note 8)-
Intangible assets (Note 5) 39,664 42,735 | Share capital 149,642 149,966
Concessions, patents, licences, trademarks and other 7,255 7,253 Share premium 174,381 178,366
Merger goodwill 53,310 53,310 | Revaluation reserves 128,061 128,061
Computer software 55,369 53,286 Other reserves 679,950 604,572
Rights on licensed assets 1,845 1,791 | Legal reserve 29,993 29,698
Rights on leased assets 39,049 36,630 Voluntary reserves 649,726 574,643
Accumulated amortisation (117,164) (109,535) | Differences due to adjustment of share capital to euros 231 231
Property, plant and equipment (Note 6) 443,675 428,283 | Profit for the year 371,609 142,794
Land and buildings 121,622 106,700 | Interim dividend paid during the year (Note 8) (26,187) (25,929)
Pipelines 590,888 575,129 | Treasury shares for capital reduction - (4,309)
Other fixtures, machinery, tools and furniture 188,224 163,560 Total shareholders' equity 1,477,456 1,173,521
Advances and property, plant and equipment in the course
of construction 17,928 35,967
Other items of property, plant and equipment 10,656 10,350
Accumulated depreciation (485,643) (463,423) | DEFERRED INCOME 62,876 31,443
Long-term investments (Note 7) 851,594 1,000,604
Investments in Group companies 731,899 844,495 | PROVISIONS FOR CONTINGENCIES AND CHARGES:
Loans to Group companies - 2,991 | Financial reversion reserve 1,065 913
Investments in associates 111,164 111,103 | Other provisions (Note 9) 159,931 68,832
Loans to associates 89,667 89,667 Total provisions for contingencies and charges 160,996 69,745
Long-term investment securities 30,204 29,612
Other loans 25,105 13,120
Long-term deposits and guarantees given 13,612 13,172 | NON-CURRENT LIABILITIES:
Long-term tax receivables (Note 12) 81,507 134,372 | Payable to Group companies and associates (Note 11) 286,525 286,525
Allowances (231,564) (237,928) Other payables 34,071 31,489
Total non-current assets 1,334,933 1,471,622 Other payables 7,992 11,465
Long-term guarantees and deposits received 13,385 12,782
Long-term taxes payable (Note 12) 12,694 7,242
Uncalled capital payments
payable 10,801 10,912
DEFERRED CHARGES - 4,300 Total non-current liabilities 331,397 328,926
CURRENT ASSETS:
Inventories 1,796 2,228
Accounts receivable 167,788 408,410 CURRENT LIABILITIES:
Trade receivables for sales and services 74,397 50,452 | Bank borrowings (Note 10) 723 193,037
Receivable from Group companies 25,327 229,997 | Payable to Group companies
Receivable from associates 498 2,517 and associates (Note 11) 71,816 42,091
Sundry accounts receivable 9,900 118,521 | Other payables 109,536 62,683
Tax receivables (Note 12) 62,962 14,279 Advances received on orders 3,857 1,237
Allowances (5,296) (7,356) | Accounts payable for purchases and services 105,679 61,446
Short-term investments (Note 7-f) 784,462 98,427 Other non-trade payables 91,946 92,479
Loans to Group companies 51,769 28,862 | Taxes payable (Note 12) 56,271 58,061
Short-term investment securities 711,465 61,285 Remuneration payable 4,392 3,727
Other loans 21,228 8,280 | Other payables 31,283 30,691
Cash 26,045 10,357 Operating allowances 1,884 1,657
Accrual accounts 977 1,077 Accrual accounts 7,371 839
Total current assets 981,068 520,499 Total current liabilities 283,276 392,786
TOTAL ASSETS 2,316,001 1,996,421 TOTAL SHAREHOLDERS' EQUITY AND LIABILITIES 2,316,001 1,996,421

The accompanying Notes 1 to 22 and Appendixes |, Il and Ill are an integral part of the balance sheet at 31 December 2007.




SOCIEDAD GENERAL DE AGUAS DE BARCELONA, S.A.

INCOME STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2007 AND 2006

(Thousands of Euros)

DEBIT 2007 2006 CREDIT 2007 2006
EXPENSES: INCOME:
Procurements- 96,085 75,864 | Revenue (Note 14-a)- 257,782 233,512
Cost of raw materials and other consumables Sales 233,324 219,313
used 61,734 49,736 | Services 24,458 14,199
Other external expenses 34,351 26,128
Staff costs (Note 14-b)- 80,056 70,391 | Work on non-current assets
Wages, salaries and similar expenses 55,428 46,643 (Note 14-a) 48,611 45,922
Employee benefit costs 24,628 23,748
Depreciation and amortisation Other operating income 27,892 10,762
charge 34,015 37,242
Change in operating allowances 1) 330
Other operating expenses- 130,663 99,756
Outside services 123,956 93,433
Taxes other than income tax 4,438 4,643
Other current operating expenses 2,269 1,680
Total operating expenses 340,818 283,583 Total ope rating income 334,285 290,196
Profit from operations 6,613 | Loss from operations 6,533 -
Income from equity investments- 77,171 79,570
Group companies (Appendix 1) 75,198 76,915
Associates (Appendix I11) 1,962 2,640
Non-Group companies 11 15
Other interest and similar income- 13,896 5,195
Finance and similar costs- 27,842 39,978 Group companies 1,524 1,399
On debts to Group companies 17,029 14,866 | Associates 1,590 1,766
On debts to third parties and similar costs 10,813 25,076 | Other interest 2,760 133
Losses on investments - 36 | Income from investments 8,022 1,897
Change in investment valuation allowances 1,590 1,7 66 | Exchange gains 1,091 393
Total finance costs 29,432 41,744 ot al finance income 92,158 85,158
Financial profit 62,726 43,414
Profit from ordinary activities 56,193 50,027
Change in allowances for intangible assets,
property, plant and equipment and control portfol io 4,684 -
Change in allowances for intangible assets, Gains on disposal of intangible assets, property,
property, plant and equipment and control portfol io - 12,343 plant and equipment and control port  folio 461,143 113,238
Losses on intangible assets, property plant and Gains on transactions involving treasury shares
equipment and control portfolio 7,222 11,558 nd own debentures - 4,474
Extraordinary expenses 78,182 89,421 | Extraordinary profit 4,803 108,234
Total extraordinary expenses 85,404 113,322 Total extraordinary profit 470,630 225,946
Extraordinary profit (Note 14-d) 385,226 112,624
Profit before tax 441,419 162,651
Income tax (Note 12) 69,810 19,857
Profit for the year 371,609 142,794

The accompanying Notes 1 to 22 and Appendixes I, Il and Ill are an integral part of the income statement for the year ended 31 December 2007.




Translation of financial statements originally issued in Spanish and prepared in accordance with generally accepted accounting
principles in Spain (see Note 22). In the event of a discrepancy, the Spanish-language version prevails.

Sociedad General de Aguas de Barcelona, S.A.

Notes to the Financial Statements
for the year ended 31 December 2007

Company activities

Sociedad General de Aguas de Barcelona, S.A. ("Agbar” or “the Company”) has its registered office in Barcelona
at Avenida Diagonal 211 (AGBAR Tower). It was incorporated on 20 January 1882, in Paris, and adapted its
bylaws to the current Spanish Companies Law by means of a public deed authorised by Barcelona Notary Public,
Radul Vall Vilardell, on 5 June 1991, recorded under number 2,136 of his protocol and registered at the Mercantile
Registry of Barcelona in volume 8,880, on Sheet no. 62, Page B-16,487, entry no. 1,032.

Agbar's objects, according to article 2" of its Social Status are:

“A) To provide public services under any legally-admitted form of management, including, where necessary, the
design, execution and construction of the relevant infrastructure works and equipment, and to manufacture,
construct and supply all manner of equipment and components, and, in particular, to provide public services
related to:

a) The supply of water in the various high-pressure and low-pressure distribution systems to both public
and private entities and individuals for industrial and household use.

b) The collection, treatment, removal and recycling of solid waste.

¢) The treatment and purification of wastewater and all manner of liquid waste, including direct reuse of
such water.

d) Sewerage systems.
e) lIrrigation systems.
f)  Hydraulic and civil works.
B) To operate and market all manner of natural springs, including therapeutic mineral springs.

C) To promote and assist technological development by incorporating and investing in research and
development entities, such as foundations, associations and public and private education centres.

D) To promote, develop and support activities in the fields of information technology, cybernetics and automated
processes.

E) To purchase all manner of rural and urban properties, and construct all manner of buildings for use or sale,
lease or any other operation.

F) To study, design, construct, manufacture, supply, maintain and preserve works and facilities of all types,
systems and, in general, control, operation and management mechanisms related to electricity, electronics,
telecommunications and energy generation activities, and data collection, transfer and online transmission.

The Company may also develop, implement and maintain computer and online software, automatism and
remote control, voice and data reception and transmission and remote sensing software, and, in general,
software for collecting, processing and transferring data in all areas of economic activity.

G) To provide technical inspection, technical audit and quality control, testing, analysis, research and
development, accreditation and certification services in any manufacturing or services industries.



H) To carry out indirectly, i.e., by holding shares in other companies incorporated for this purpose, private
insurance operations in accordance with the provisions of Private Insurance Law 30/1995, of 8 November,
and complying with all applicable requirements.

) To purchase and operate, indirectly, health establishments for hospitalisation and medical/surgical
assistance, in addition to all medical and healthcare activities in relation to this object, by holding shares in
other companies.

J) To act as a Holding Company, in order to incorporate or invest, as a partner or shareholder, in other
companies of any type and with any objects, including associations and civil law partnerships, by subscribing
to or purchasing and holding shares, without encroaching on any of the activities inherent to collective
investment schemes, broker-dealers, or other entities governed by special laws.

K) To purchase and sell domestic or foreign shares, debentures and any other fixed-income or equity securities,
in relation to the above activities, and to invest as founders in companies or entities to be incorporated for the
same purposes.

The direct and, where applicable, indirect performance of any activities which are reserved under special
legislation are excluded. The Company shall not perform any activity for which the law lays down specific
conditions or limitations, unless they are complied with in full.”

Agbar's core business is the distribution and supply of water in Barcelona and it holds the right to perform this
service for an indefinite period. Agbar also engages in this activity in other municipalities in the metropolitan area
of Barcelona, such as L'Hospitalet de Llobregat, Badalona and Santa Coloma de Gramenet, among others.

Basis of presentation of the financial statement S

Fair presentation and accounting principles

The accompanying financial statements were prepared from the Company’s accounting records and are
presented in accordance with the Order of the Ministry of Economy and Finance dated 10 December 1998,
approving the standards adapting the Spanish National Chart of Accounts for Water Supply and Water Treatment
Companies, and with the Spanish Companies Law and, accordingly, they present fairly the Company’s net worth,
financial position and results of operations. These 2007 financial statements, which were prepared by the
Company's directors, will be submitted for approval by the shareholders at the Annual General Meeting. The
Company considers that they will be approved without any changes. The financial statements for 2006 were
approved by the shareholders at the Annual General Meeting held on 29 June 2007.

Royal Decree 1514/2007 was published on 20 November 2007. This Royal Decree approved the new Spanish
National Chart of Accounts that came into force on 1 January 2008, and must be applied for all periods beginning
on or after that date.

Under the aforementioned Royal Decree, the first financial statements prepared in accordance with the rules
contained therein will be considered to be initial financial statements and, accordingly, they will not include
comparative figures for the previous period; however, comparative figures for the preceding period may be
presented provided that they are adapted to the new Chart of Accounts. Also, the Chart of Accounts contains
several transitional provisions which afford various options in the first-time application of the new accounting
standards and provide for the voluntary adoption of certain exceptions in the first-time application process.

The Company is implementing a transition plan with a view to adapting to the new accounting standards which
includes, inter alia, analysing the differences in accounting rules and standards, determining whether or not
comparative figures adapted to the new standards will be presented and, consequently, the date of the opening
balance sheet, selecting the accounting rules and standards to be applied in the transition and assessing the
changes that have to be made to the information systems and procedures.

At the date of preparation of these financial statements the aforementioned plan was still at the implementation
phase and it is not currently possible to estimate precisely the potential effects of the transition.



Distribution of profit and dividends

On 12 December 2006, the Parent’s Board of Directors declared an interim dividend out of 2006 profit of EUR
0.175 gross per share payable on the then outstanding shares bearing dividend rights (Code number ISIN
ES0141330C19), which was paid out from 11 January 2007.

At the Annual General Meeting held on 29 June 2007, the Company’s shareholders approved a final dividend out
of 2006 profit of EUR 0.28 gross per share, which was paid out from 4 July 2007.

On 28 December 2007, the Company’s Board of Directors declared an interim dividend out of 2007 profit of EUR
0.175 gross per share payable on the then outstanding shares bearing dividend rights (Code number ISIN
ES0141330C19), which was paid out from 11 February 2008.

The Company'’s provisional liquidity statement, prepared in accordance with the applicable legislation, evidencing
the existence of sufficient liquidity and earnings for the distribution of the interim dividend, is as follows, in
thousands of euros:

2007

Profit before tax for the period 1 January to

31 October 2007 104,405
Estimated income tax (4,509)
Limit for the distribution of interim dividends 99,896
Cash balance upon declaration of interim

dividend (28/12/2007) (*) 1,418,518
Increase in cash balances within one year 2,218,652
Decrease in cash balances within one year (1,584,629)
Reduction of credit facility limits (266,500)
Placement at banks and Group companies (809,999)
Projected cash balance in December 2008 976,042

(*) Cash includes funds available on credit accounts.

The proposed distribution of Agbar’s 2007 net profit is as follows:

Thousands of Euros
Interim dividend distributed 26,187
Final dividend 55,517
Voluntary reserves 289,905
Legal reserve -
2007 net profit 371,609

Accounting policies

The principal accounting policies used by the Company in preparing its financial statements for 2007, in
accordance with the standards established by the Spanish National Chart of Accounts adapted for Water Supply
and Water Treatment Companies, were as follows:

a) Intangible assets

Intangible assets are measured at cost or production cost and amortised in accordance with the following
policies (see Note 5):

o Administrative concessions are amortised on a straight-line basis according to their duration.



b)

c)

o Computer software is amortised on a straight-line basis over a period of five years.
o Surface rights on urban properties are amortised on a straight-line basis over the term of these rights.

o0 Rights of use in relation to the location of pipelines are amortised on a straight-line basis over a period of
50 years.

0 Rights on leased assets are amortised on a straight-line basis over the shorter of the useful life of the
asset and the minimum term of the associated contracts.

Direct staff salary costs and the costs related to designing, installing and bringing these intangible assets into
service are capitalised. The costs capitalised in this connection in 2007 are recognised as “Work on Non-
current Assets” in the accompanying income statement.

Items in progress are transferred to intangible assets in use once the related development period has ended.

Property, plant and equipment

Property, plant and equipment are measured at acquisition or production cost revalued pursuant to the
applicable legislation including Royal Decree-Law 7/1996, of 7 June (see Notes 6 and 8).

The costs of expansion, modernisation or improvements leading to increased productivity, capacity or
efficiency or to a lengthening of the useful lives of the assets are capitalised.

Direct staff salary costs and the costs related to designing, installing and bringing the items of property, plant
and equipment into service (cost of warehouse materials and any other applicable external costs) are
capitalised. The costs capitalised in this connection in 2007 are recognised as “Work on Non-current Assets”
in the accompanying income statement.

Repair and maintenance costs are recognised as an expense in the year in which they are incurred.

The Company depreciates its property, plant and equipment by the straight-line method, based on the
remaining years of estimated useful life of the assets, as follows:

Years of
Useful Life
Buildings 20 to 50
Pipelines 20to 34
Machinery 12
Other fixtures, tools and furniture 4t0 20
Other items of property, plant and equipment 125

Long- and short-term investments
Investments in short- and long-term fixed-income and equity securities are recognised as follows:

A) Investments in the equity of Group companies and associates: At the lower of acquisition cost and
underlying carrying amounts of the investments, adjusted for the unrealised gains disclosed at the time
of acquisition and still existing at year-end. Provisions are made by taking into account changes in
equity, if applicable, of the investee.




B) Listed securities (excluding equity investments in Group companies and associates): at the lower of
acquisition cost and market. Market value is deemed to be the lower of the average market price in the
last quarter of the year and the year-end market price. When explicit or implicit unmatured accrued
interest exists at year-end, the securities are revalued by comparing their market price with the
aggregate of their acquisition price and the unmatured accrued interest at year-end.

C) Unlisted securities (excluding equity investments in Group companies and associates): at acquisition
cost, less any required allowances for decline in value if cost was higher than their underlying carrying
amounts at year-end, adjusted by the amount of the unrealised gains disclosed at the time of acquisition
and still existing at year-end.

D) Securities in foreign companies: the policy described in the above three paragraphs are applied
according to the characteristics of the company. To calculate underlying carrying amount or market
value, as appropriate, the exchange rate prevailing at year-end is used to convert the original currency to
euros.

E) Cash surplus is invested in short-term fixed-income securities which are recognised at cost. Interest
income is calculated in the year in which it accrues by the interest method.

Unrealised losses detected according to the foregoing measurement bases and still existing at year-end are
recognised in "Long-Term Investments - Allowances" or “Short-Term Investments- Allowances” in the
accompanying balance sheet.

The accompanying financial statements refer to the individual Company. A separate set of consolidated
financial statements of the Agbar Group has been prepared and, accordingly, these financial statements do
not reflect the effects of applying consolidation methods. The main aggregates of the Agbar Group’s 2007
consolidated financial statements prepared in accordance with International Financial Reporting Standards
approved by the Regulations of the European Commission (EU-IFRSs) are as follows, in thousands of euros:

Agbar Group
Consolidated
Amounts

Total assets 5,950,935
Net worth: 2,695,160
- of the Parent 1,970,863
- of the minority shareholders 724,297
Revenue 2,770,741
Net profit for the year: 483,236
- Attributable to the Parent 352,541
- Attributable to minority interests 130,695

d) Treasury shares

The treasury shares held by the Company are listed shares and are recognised at the lowest of the following
amounts: cost price, listed price at year-end and average listed price in the last quarter of the year.

If the Company’s Annual General Meeting resolves to use the treasury shares to carry out a capital reduction,
the acquisition cost of these shares is deducted from the Company’s net worth.



e)

f)

Inventories
Raw and auxiliary materials are measured at the lower of average cost and market.

Work in progress basically consists of work performed for third parties and is measured at production cost
(materials added, labour and direct manufacturing expenses).

The Company, where applicable, recognises the allowances required to reflect the impairment of inventories
due to obsolescence or to present fairly their net realisable value.

Pension obligations

The Company took out defined benefit pension plans, whose purpose is to guarantee that employees hired
prior to 1 January 1991 receive a retirement pension (and its possible derivatives: death of spouse and death
of parent) supplementing social security system benefits.

Additionally, the collective bargaining agreement in force at Agbar provides that all permanent employees
hired on or after 1 January 1991 who have passed the probationary period qualify for membership in a
defined contribution pension plan under Pension Plans and Funds Law 8/1987, of 8 June, covering
retirement, death of spouse, disability and death of parent benefits.

Pursuant to current Spanish law, and, specifically, Spanish Pension Plans and Funds Law 8/1987, of 8 June,
and Royal Decree 1588/1999, of 15 October, approving the Regulations on pension obligation arrangements
by companies with employees and beneficiaries, in 2002 the Company externalised all of its obligations and,
for this purpose, took out a mixed pension plan based on the nature of the contingencies covered (defined
contribution for retirement and defined benefit for risks of disability and death during active working life) with
a management company. Additionally, to complete the financing of the remaining defined benefit obligations,
it took out the relevant insurance policies. Lastly, the Company completed the externalisation process in
2005 as it took out an insurance policy to cover the retirement premiums.

The amount of the defined benefit retirement pension obligations was determined using the following
techniques:

* Measurement method: The measurement method used in the actuarial valuations was the projected unit
credit method. Pension liabilities are measured on the basis of the current value of the benefits to which
the employees are entitled, bearing in mind the employees' years of service.

e Actuarial assumptions used: unbiased and mutually compatible. Specifically, the most significant
actuarial assumptions used were:

Assumption

RPI and social security contribution base growth 2.0%

Maximum social security pension and salary growth 2.5%

Nominal discount rate 5.0%

Mortality tables for employees in service (death plus PERMF 2000 combined
disability) with ITOM 77

Mortality tables for retired employees PERMF 2000

* The estimated retirement age of each employee is the first at which the employee is entitled to retire
pursuant to labour and social security laws in force in each country taking into account, where
appropriate, any labour agreements that may be reached at any point under current applicable
legislation.

Regular yearly contributions, basically consisting of the ordinary cost plus a risk premium, where appropriate,
are charged to the income statement for the year.
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9)

h)

k)

Income tax

The expense for income tax of each year is calculated on the basis of accounting profit before tax, increased
or decreased, as appropriate, by the permanent differences from taxable profit, net of tax relief and tax
credits, excluding tax withholdings and prepayments (see Note 12).

The difference, where applicable, between taxable profit and the carrying amount of income or expense is
recognised as a deferred tax asset or liability, as appropriate.

In addition, pursuant to current applicable legislation on tax credits and tax assets, the Company only
recognises the tax assets and deferred tax assets which according to its estimates may be used over the
next ten years.

Transactions in currencies other than the euro

A. Changes in the market values of financial instruments designated as foreign exchange hedges on
investments in foreign companies are recognised as extraordinary profit or loss for the year, offsetting
the opposite effects arising from the revaluation of these investments, up to the limit of the revaluation.
The surplus, if any, is recognised in the “Deferred Charges” or “Deferred Income” balance sheet
accounts, as appropriate.

B. Other non-euro currency payables and receivables are translated to euros at the exchange rate ruling
at the transaction date, and are adjusted at year-end to the exchange rates then prevailing.

Exchange gains or losses are classified in terms of the year in which they fall due and the currency. The
exchange losses arising in each group of currencies are taken to income, whereas unrealised exchange
gains are recognised as “Deferred Income” on the liability side of the balance sheet. However, unrealised
gains are credited to income to the extent of any exchange losses in the same homogenous group charged
to income in prior years or in the current year.

Income and expense recognition

Income and expense are recognised on an accrual basis, i.e. when the actual flow of the related goods and
services occurs, regardless of when the resulting monetary or financial flow arises (see Note 14).

However, in accordance with the accounting principle of prudence, the Company only recognises realised
income at year-end, whereas foreseeable contingencies and losses, including possible losses, are
recognised as soon as they become known.

Supplies not yet billed

The Company recognises water actually supplied as water sales, including the amount of water supplied but
not yet billed at 31 December. At 31 December 2007, this amount totalled EUR 30,812 thousand and was
recognised under "Accounts Receivable - Trade Receivables for Sales and Services” on the asset side of
the accompanying balance sheet.

Information on the environment

Environmental assets are considered to be assets used on a lasting basis in the Company’s operations
whose main purpose is to minimise the impact on the environment and to protect and enhance the
environment through the reduction or elimination of the pollution caused in the future by the Company’'s
operations (see Note 18).

These assets, like all other tangible assets, are measured at acquisition or production cost revalued in
accordance with applicable legislation including Royal Decree-Law 7/1996, of 7 June (see Note 4-b).

The Company depreciates these items on a straight-line basis over the remaining years of estimated useful
life of these assets as detailed in Note 4-b.

11



5.

Intangible assets

The detail of this heading in the accompanying balance sheet and of the changes therein in 2007 is as follows:

Thousands of Euros

Srercosil, | Adtore ot | rianirs | a7 Decambe
Cost
Concessions, patents, licences, trademarks and other 7,253 - 2 7,255
Merger goodwill 53,310 - - 53,310
Computer software 53,286 508 1,575 55,369
Rights on assets used under licence 1,791 45 9 1,845
Rights on leased assets 36,630 1,462 957 39,049
Total cost 152,270 2,015 2,543 156,828
Accumulated amortisation and allowances
Concessions, patents, licences, trademarks and other (2,716) (128) - (2,844)
Merger goodwill (53,310) - - (53,310)
Computer software (47,539) (3,451) (6) (50,996)
Rights on assets used under licence (140) (25) - (165)
Rights on leased assets (5,830) (4,017) 2 (9,849)
Total accumulated amortisation and allowances (109, 535) (7,621) (8) (117,164)
Total cost, net 42,735 (5,606) 2,535 39,664

At 31 December 2007, “Concessions, Patents, Licences, Trademarks and Other” includes the contribution made
by the Company to Institut Municipal de Promocié Urbanistica, S.A. in relation to a portion of the service ducts for
the Barcelona ring roads (“Rondas”), totalling EUR 4,052 thousand, net.

In 2005 the Company recognised as intangible assets some of the non-structural investments made in the new
head office (“Agbar Tower”), classifying them as “Rights on Leased Assets”. These investments relate mainly to
interior design and to the fit-out of the installations.

The net transfers of EUR 2,535 thousand in 2007 relate to the cost of certain projects that had previously been
recognised as property, plant and equipment in the course of construction and were reclassified to the
corresponding intangible asset heading depending on their nature (see Note 6).

Fully amortised intangible assets at 31 December 2007 amounted to EUR 96,722 thousand.
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6.

Property, plant and equipment

The detail of this heading in the accompanying balance sheet and of the changes therein in 2007 is as follows:

Thousands of Euros
Balance at 1 Additions or Disposals or Balance at
. Transfers 31 December
January 2007 Charges Reductions
2007

Cost
Land and buildings 106,700 3,902 (810) 11,830 121,622
Pipelines 575,129 13,057 (3,553) 6,255 590,888
Other fixtures, machinery, tools and furniture 163,560 16,474 (2,290) 10,480 188,224
Advances and property, plant and equipment in the

course of construction 35,967 12,927 - (30,966) 17,928
Other items of property, plant and

equipment 10,350 437 - (131) 10,656
Total cost 891,706 46,797 (6,653) (2,532) 929,318
Accumulated depreciation and allowances
Land and buildings (45,116) (2,601) 88 @) (47,630)
Pipelines (327,062) (14,862) 2,419 @ (339,507)
Other fixtures, machinery, tools and furniture (84,574) (8,100) 1,670 - (91,004)
Advances and property, plant and equipment in the

course of construction - - - - -
Other items of property, plant and equipment (6,671) (831) - - (7,502)
Total accumulated depreciation and allowances (463, 423) (26,394) 4,177 3) (485,643)
Total cost, net 428,283 20,403 (2,476) (2,535) 443,675

The most significant additions in 2007 relate to the renovation of the distribution and transmission network
amounting to EUR 13,057 thousand, and to the extension and renovation of the production facilities amounting to
EUR 16,474 thousand.

The net transfers made in 2007 (EUR 2,535 thousand) relate to the cost of certain projects in progress and to the
reclassification of assets of that nature under intangible assets (see Note 5).

The disposals under “Land and Buildings” include EUR 709 thousand of sales of these assets, which generated
gains of EUR 23,232 thousand and EUR 174 thousand on the land and buildings sold, respectively (see Note 14-
d).

In 1996 the Company revalued its property, plant and equipment pursuant to Royal Decree-Law 7/1996, of 7
June, with payment of a single 3% tax. The revaluation was made at the maximum rates authorised by the
aforesaid Royal Decree-Law.

The revaluation surplus, net of the single 3% tax, was credited to “Revaluation Reserves” in the accompanying
balance sheet (see Note 8-e), against the appropriate revalued asset accounts, without altering the recognised
accumulated depreciation amount.

The accounts affected by the revaluation and its effect at 31 December 2007, are as follows:

Thousands of Euros
Accumulated
Increase in Cost Depreciation Net Effect
Land and buildings 11,241 (4,094) 7,147
Pipelines 97,332 (69,891) 27,441
Other fixtures, tools and furniture 7,587 (7,009) 578
Other items of property, plant and equipment 218 (218) -
Total 116,378 (81,212) 35,166

13



The increase in cost resulting from the revaluation will be depreciated over the tax periods in the remaining useful
lives of the revalued assets. The 1996 revaluation increased the 2007 depreciation charge by EUR 3,154
thousand and it is estimated that it will increase the 2008 depreciation charge by approximately EUR 3,076
thousand.

Fully depreciated property, plant and equipment at 31 December 2007 amounted to EUR 236,951 thousand.

The Company’s projected expenditure on property, plant and equipment in 2008 amounts to EUR 42,924
thousand.

Long- and short-term investments

The changes in 2007 in the balances of the “Long-Term Investments” and “Short-Term Investments” accounts
were as follows:

Thousands of Euros
Balance at 1 Additions or Disposals or Balance at 31
January 2007 Charges Reversals December 2007

Long-term investments:

Investments in Group companies 844,495 18,230 (130,826) 731,899

Loans to Group companies 2,991 - (2,991) -

Investments in associates 111,103 61 - 111,164

Loans to associates 89,667 - - 89,667

Long-term investment securities -

Investment in other companies 2,092 3,023 1) 5114
Derivatives 25,238 - (2,430) 22,808
Other 2,282 - - 2,282

Other loans 13,120 11,985 - 25,105

Deposits and guarantees 13,172 440 - 13,612

Long-term tax receivables 134,372 16,171 (69,036) 81,507

Allowances (237,928) (2,689) 9,053 (231,564)

Total long-term investments 1,000,604 47,221 (196,2 31) 851,594

Short-term investments 98,427 | 707,155 | (21,120) | 784, 462

a) Investments in Group companies and associates
Company B Disposals or
Additions Reversals
Group Companies:
Applus Servicios Tecnoldégicos, S.L. - (111,282)
Bristol Water Group, Ltd 1 -
Agbar Chile, S.A. - (16,044)
Aerogest Serveis Aeroportuaris, S.A. - (150)
Agbar Capital, S.A. 155 -
Agbar Conosur Ltd. 2 -
Aguas de la Plata, S.L. - 3)
Aguas Filtradas, S.A. - (1,093)
Hidroser, S.A. - (2,254)
Jiangsu Water Company Limited 14,521 -
Searsa 3,551 -
Total Group companies 18,230 (130,826)
Associates:
Mina Publica d”Aigues de Terrassa, S.A. 45 -
Aguas de Sabadell, S.A. 16 -
Total associates 61 -
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b)

c)

The main changes under “Investments in Group Companies” and “Investments in Associates” in 2007 relate
basically to the following:

Sale of the equity interest in Applus Servicios Tecnoldgicos, S.L.

On 29 November 2007, the Company arranged the sale of all its shares in Applus Servicios Tecnoldgicos,
S.L. to Libertytown, S.L., a company which brings together a consortium of investors led by companies of
The Carlyle Group. The price paid to Agbar by the buyer was EUR 541,567 thousand, on which a gain of
EUR 367,327 thousand was obtained, excluding the expenses associated with the transaction before tax
(see Note 14-d). The tax charge on this gain was EUR 52,003 thousand.

Sale of a 5.63% equity interest in Agbar Chile, S.A.

Due to the reorganisation of the Chilean portfolio in 2006, in December 2007 the Company sold 5.63 % of
Agbar Chile, S.A. to Agbar Conosur Limitada (wholly-owned indirectly by Agbar), retaining control over these
companies. The gain on this transaction before tax was EUR 4,893 thousand (Note 14-d). At 31 December
2007, the heading “Receivable from Group Companies” in the accompanying balance sheet included a
balance of EUR 20,522 thousand relating to the outstanding debt in relation to this transaction.

Sale of the equity interest in Hidroser, S.A.

On 12 February 2007, the Company sold all its shares in Hidroser, S.A. for EUR 2,000 thousand, generating
a gain before tax of EUR 1,166 thousand (see Note 14-d).

Acquisition of a 49% equity interest in Jiangsu Water Company Limited

In November 2007, Sociedad General de Aguas de Barcelona, S.A. and Golden State Water Group
Corporation signed a joint venture agreement in Beijing for the joint management of potable water supply and
waste water treatment projects in the province of Jiangsu (People’s Republic of China). These projects will be
managed through their jointly-owned subsidiary Jiangsu Water Company Limited.

At 31 December 2007 an amount of EUR 14,521 thousand had been disbursed, which includes the price of
the holding acquired in the Company and an amount for a capital increase in progress.

Acquisition of a 50% equity interest in Sociedad de Explotacién de Aguas Residuales, S.A. (SEARSA)

In July 2007 Sociedad General de Aguas de Barcelona, S.A. acquired a 50% equity interest in SEARSA for
EUR 3,551 thousand, thus gaining sole ownership of this company.

Loans to Group companies and associates

The disposals under “Loans to Group Companies” relate in full to the early repayment of EUR 2,991
thousand from the Agbar Foundation.

“Loans to Associates” includes loans to Aguas Argentinas S.A. and Aguas Provinciales de Santa Fe, S.A. of
EUR 89,409 thousand and EUR 258 thousand, respectively, and an allowance was recognised for the full
amount under “Long-Term Investments - Allowances”.

Other loans

The addition under “Other Loans” relates mainly to the amount of EUR 11,985 thousand collectible between
2009 and 2011 on the sale of property. The remaining collectible amount of EUR 6,274 thousand matures in
2008 and is recognised under “Sundry Accounts Receivable” in the accompanying balance sheet.
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d) Long-term tax receivables

e)

f)

“Long-term Tax Receivables” includes the deferred tax assets and tax assets described in Note 12. The
disposals and reversals relate mainly to the use of outstanding tax credits amounting to EUR 59,072
thousand and to the tax credit on the provisions recognised in the past for employee welfare schemes (see
Note 12).

Allowances

“Allowances” includes allowances totalling EUR 85,253 thousand, EUR 7,900 thousand and EUR 1,497
thousand for the full amount of the investments in Aguas Argentinas, S.A., Aguas Provinciales de Santa Fe,
S.A. and Aguas Cordobesas, S.A., respectively. It also includes a EUR 19,984 thousand allowance for the
investment in Interagua, S.A. arising basically from the investment held by this company in Aguas
Provinciales de Santa Fe, S.A. see (Note 19), and a EUR 89,667 thousand allowance for all the loans
granted to Argentine associates, among which are those mentioned in Note 7-b above.

The changes in 2007 relate mainly to the reversal of EUR 5,858 thousand of the allowance for the investment
in Agbar Global Market, S.A., the reduction of EUR 1,420 thousand in the allowance for the investment in
Hidroser, S.A. and the provision of EUR 2,003 thousand for the decline in value of the investment in
SEARSA.

Short-term investments

The breakdown of the balance of this heading at 31 December 2007 is as follows:

Thousands
of Euros

Sociedad Regional de Abastecimiento de Aguas, S.A. 31,000
Tribugest — Gestion de Tributos, S.A. 8,500
Agencia Servicios Mensajeria, S.A. 7,000
Agbar Servicios Compartidos, S.A. 2,500
Pozos y Recursos del Teide, S.A. 2,500
Inusa Sociedad de Inmuebles, S.A. 203
Accrued interest 66
Total loans to Group companies 51,769
Aguas Provinciales de Santa Fe, S.A. 9,400
Accrued interest 5,683
Allowances (15,083)
Total loans to associates -

Short-term investment securities 711,465
Other loans 21,228
Total short-term investments 784,462

The net balances recognised under “Loans to Group Companies” and “Loans to Associates” earn interest at
market rates, and there are no doubts as to the investees’ capacity to repay the loans as and when planned,
except for Agencia Servicios Mensajeria, S.A. and Aguas Provinciales de Santa Fe, S.A., in connection with
which a provision was recognised for the full amount of the outstanding loans.

“Short-Term Investment Securities” includes the short-term placements of cash surpluses at banks, a major
portion of which was generated from the sale of Applus Servicios Tecnolégicos, S.L.
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8. Shareholders’ equity

The changes in 2007 in equity accounts in the accompanying balance sheet were as follows:

Difference
Due to Treasury
Revalua- Adjustment Shares for
Share Share tion Legal Voluntary | of Capital Interim Final Capital
Capital Premium | Reserves | Reserve | Reserves | to Euros |2007 Profit| Dividend| Dividend | Reduction Total
Balances at 1 January 2007 149,966 178,366 128,061 29,698 574,643 231 142,794 (25,929) (4,309) | 1,173,521
Distribution of 2006 profit 295 75,083 (142,794) 25,929 41,487
2006 final dividend (41,487) (41,487)
2007 profit 371,609 371,609
Capital reduction (324) (3,985) 4,309
2007 interim dividend (26,187) (26,187)
Balances at 31 December 2007 149,642 174,381 128,061 29,993 649,726 231 371,609 | (26,187) 1,477,456

a) Share capital and treasury shares

The subscribed share capital at 31 December 2007 amounted to EUR 149,641,707 and was represented by
149,641,707 fully subscribed and paid ordinary shares of EUR 1 par value each. The 323,981 treasury
shares held in 2006, shown as a reduction of the share capital amount in the consolidated balance sheet,
were retired through a capital reduction for the same amount. All the shares are traded by the book-entry
system, are admitted to listing on the Barcelona, Madrid and Bilbao Stock Exchanges and are traded on the
Spanish Stock Market Interconnection System.

The shareholders at the Company’s Annual General Meeting held on 25 May 2001 approved a capital
increase of EUR 2,260,000, through the issuance of 2,260,000 class B redeemable shares of EUR 1 par
value each with a EUR 12.30 issue premium per share. The purpose of issuing redeemable shares was to
provide the Company with coverage for the May 2001 option plan. The capital increase was only partially
subscribed by the bank “la Caixa”, which subscribed 1,800,375 shares, all of which have been fully paid. This
bank held these shares until the options had been exercised by the May 2001 plan beneficiaries or until the
plan expired.

As a result of the completion of the twelfth and final period of the May 2001 option plan, in 2006, the
Company exercised the call option on all of the 584,442 redeemable class B shares, which were converted
into class A shares, thereby eliminating the distinction between classes of shares, since all the shares
representing the share capital were of the same class. Of the above-mentioned 584,442 shares, 260,461
related to options exercised by the beneficiaries of the above-mentioned option plan in the last notice period,
and 323,981 shares were “surplus” shares; accordingly, they were held as treasury shares for the purpose of
retiring them, upon reduction of the share capital by the appropriate par value.

The Board of Directors of Agbar, at its meeting held on 29 September 2006, making use of the power
granted by the shareholders at the Annual General Meeting held on 30 May 2003, resolved to increase the
share capital by up to EUR 1,481,653, through the issuance of 1,481,653 ordinary shares of EUR 1 par value
each, traded by the book-entry system. Sociedad de Gestion de los Sistemas de Registro, Compensacion y
Liquidacién de Valores (lberclear) was the entity in charge of keeping these shares in the book-entry
accounts. The pre-emptive subscription period ran from 31 October to 14 November 2006, inclusive. Upon
expiry of the subscription period, 1,476,477 shares had been subscribed and paid. The public deed for the
capital increase was executed on 20 November 2006.

The shareholders at the Annual General Meeting of Agbar, held on 29 June 2007, executed the resolution
they had passed at the Annual General Meeting of 29 June 2007 to reduce capital by EUR 323,981 in order
to retire 323,981 treasury shares of EUR 1 par value each, held by the Company because they were surplus
to requirement for the coverage of the by then completed May 2001 option plan. This capital reduction was
registered at the Mercantile Registry on 5 September 2007.
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b)

The shares representing the Company’s share capital have the status of securities and are governed by the
provisions of the Securities Market Law.

Shareholders and Takeover Bid for Agbar

At 31 December 2006, the only shareholder of Agbar with an ownership interest of 10% or more was
HISUSA, Holding de Infraestructuras y Servicios Urbanos, S.A. (“HISUSA’) with a percentage of ownership of
47.97%. HISUSA is owned 51% by Suez Environnement Espafia, S.L. (Sole-Shareholder Company) (Suez
Group) and 49% by Caixa Holding, S.A. (Sole-Shareholder Company), now Criteria CaixaCorp, S.A. (“la
Caixa” Group).

On 10 April 2007, HISUSA, Criteria CaixaCorp, S.A., Suez Environnement, S.A. and Suez Environnement
Espafia, S.L. (Sole-Shareholder Company) (the ‘Bidders’) notified the Spanish National Securities Market
Commission (“CNMV”), through a joint significant event communication, of their intention to launch a
takeover bid for all of the shares of Agbar not under their control.

On that same date, the Bidders and Torreal, S.A. (
“Torreal”), a shareholder of Agbar with a 6.67% ownership interest, entered into an agreement, which was
amended in two documents dated 13 April and 1 October 2007, whereby Torreal gave an irrevocable
undertaking to accept the bid.

On 1 October 2007, the Bidders, which at that time held a joint ownership interest of 49.79% in Agbar,
submitted the bid application, submitting it as a sale and purchase transaction.

The bid was admitted for consideration by the CNMV on 10 October 2007.

In light of Royal Decree 1066/2007, of 27 July, which enables control to be obtained prior to approval of the
bid and as a result of the aforementioned agreements reached with Torreal, the Bidders acquired the 6.67%
of the capital of Agbar owned by Torreal on 21 November 2007. As a result of this acquisition, the Bidders
gained control of a total interest of 56.46% in Agbar. Having jointly obtained a percentage of the voting rights
exceeding 50% and pursuant to Additional Provision One of Royal Decree 1066/2007, of 27 July, on the
regime governing takeover bids, the bid became mandatory.

On 27 December 2007, the CNMV approved the bid jointly submitted by Criteria CaixaCorp, S.A., HISUSA,
Suez Environnement, S.A. and Suez Environnement Espafia, S.L. (Sole-Shareholder Company), which
effectively extended to the Agbar shares not controlled by the Bidders, representing 43.54% of the share
capital.

At 31 December 2007, the only shareholder of Agbar with an ownership interest of 10% or more was
HISUSA, Holding de Infraestructuras y Servicios Urbanos, S.A., with a percentage of ownership of 52.90%.

Following the end of the acceptance period and publication of the result of the bid, on 18 January 2008, the
Bidders acquired the following additional interests in Agbar:

e HISUSA acquired 13.54% of the share capital, after which its final ownership interest increased to
66.44%.

e Suez Environnement acquired 10.21% of the share capital, following which the final direct ownership
interest held by the Suez Group increased to 12.02%.

e Criteria CaixaCorp acquired 9.81% of the share capital, after which its final direct ownership interest
increased to 11.55%.

When the bid had been settled, the Bidders gained control of 90.01% of the share capital of Agbar.

On 27 February 2008, Criteria CaixaCorp, S.A., HISUSA, Holding de Infraestructuras y Servicios Urbanos,
S.A., Suez Environnement, S.A. and Suez Environnement Espafa, S.L. (Sole-Shareholder Company) fully
complied with the undertaking to sell within three months following settlement of the bid, the Agbar shares
needed to ensure that the percentage of the capital in the hands of third parties was at least 10%, through
the disposal of a total of 17,361 shares representing 0.01% of the share capital of Agbar.

18



d)

e)

At the date of preparation of these financial statements, the shareholders of Agbar with an ownership interest
of 10% or more were HISUSA, Holding de Infraestructuras y Servicios Urbanos, S.A., with 66.44%, Criteria
CaixaCorp, S.A., with 11.55%, and Suez Environnement, S.A., with 10.206%.

The Bidders have expressed their intention that, following the bid, Agbar shares should continue to be traded
with a sufficient level of liquidity. Accordingly, they have undertaken to:

- Dispose of, within three months following settlement of the bid, any Agbar shares necessary to ensure
that the percentage of capital in the hands of third parties is at least 10%; and

e Adopt, within a maximum of six months from the bid settlement date, such measures as might be
required to ensure that the liquidity and distribution of the shares are maintained following the bid, in
appropriate terms to ensure that they remain listed on the stock market.

* In any event, it is the Bidders’ final, irrevocable and unconditional intention that the percentage of the
capital of Agbar in the hands of third parties should total around 30% in the two years following the
settlement of the bid.

The Bidders have stated that they will continue to exercise concerted joint control over Agbar through Hisusa
and through their direct and indirect ownership interests in Agbar, pursuant to the Shareholders’ Agreement
dated 18 July 2006, supplemented and clarified in the addenda of 21 November and 19 December 2007
published as a significant event at the CNMV.

Authorised capital

The shareholders at the Company’s Annual General Meeting held on 30 May 2003 resolved to authorise the
Board of Directors to increase capital at one or several times within five years through monetary contributions
and the issuance of class A ordinary shares for up to EUR 72,214 thousand, with express authorisation to
delegate such decision to the Executive Committee, thereby rendering void the previous authorisation
granted by the Annual General Meeting on 20 May 1998, to the extent not used and as appropriate. At 31
December 2007, the capital increases authorised but not carried out totalled EUR 66,376 thousand.

The Board of Directors was empowered to disapply the pre-emptive subscription right on any share issue
under the aforesaid authorisation, when this is in the Company’s interest. This power may also be delegated
to the Executive Committee.

The shareholders at the aforementioned Annual General Meeting of 30 May 2003 also authorised the
Company’s Board of Directors to issue, at one or several times, within a period of five years, up to EUR 500
million in debentures and other fixed-income, ordinary mortgage-backed securities convertible into, and/or
exchangeable for, shares of the Company, with the power to sub-delegate to the Executive Committee and/or
the Chairman, thereby rendering void the authorisation granted by the General Meeting on 20 May 1998, to
the extent not used. The Meeting decided to increase the share capital, from then onwards and at any time,
up to the maximum amount of EUR 500 million, or, in any case, by the amount necessary for the purposes of
conversion into shares of the fixed-income securities convertible into shares that may be issued under this
authorisation. Upon expiry of its period of validity, this authorisation will become null and void to the extent
not used. At 31 December 2007, this power had not yet been used by the Board of Directors.

Share premium

The Consolidated Spanish Companies Law expressly permits the use of the share premium account balance
to increase capital and does not establish any specific restrictions as to its use.

Revaluation reserve

The surplus, net of the single 3% tax, attributable to the Agbar Group as a result of the revaluation of
property, plant and equipment in 1996 (see Note 6) totalled EUR 128,061 thousand. This amount, classified
on the basis of its origin, is recognised under “Revaluation Reserves”.
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f)

9)

Pursuant to Royal Decree-Law 7/1996, upon expiry of the three-year period for review by the tax authorities
of the balance of this surplus, this balance can be used, free of tax, to increase capital and to offset
accounting losses (both prior years' accumulated losses and current year losses) or losses which might arise
in the future. From 1 January 2007, the balance of this account can be taken to unrestricted reserves,
provided that the monetary surplus has been realised. The surplus will be deemed to have been realised in
respect of the portion on which depreciation has been taken for accounting purposes or when the revalued
assets have been transferred or derecognised.

Also, if assets held under finance leases are revalued, the aforementioned use may not take place before the
purchase option has been exercised.

If the balance of this account were used in a manner other than that provided for in Royal Decree-Law
7/1996, it would be subject to tax.

Legal reserve

Under the Consolidated Companies Law, 10% of net profit for each year must be transferred to the legal
reserve until the balance of this reserve reaches at least 20% of the share capital.

The legal reserve can be used to increase capital provided that the remaining reserve balance does not fall
below 10% of the increased share capital amount. Otherwise, until the legal reserve exceeds 20% of share
capital, it can only be used to offset losses, provided that sufficient other reserves are not available for this
purpose.

Voluntary reserves

All of the voluntary reserves at 31 December 2007 were unrestricted, except for the amount associated with
start-up costs, research and development expenditure and the merger goodwill in the accompanying balance
sheet, if any, as established in Article 194 of the Consolidated Companies Law.

Other provisions

The changes in the “Provision for Contingencies and Charges - Other Provisions” account in 2007 were as
follows:

Thousands
of Euros

Balance at 1 January 2007 68,832

Period provisions 94,639

Provisions used (2,512)
Transfers (560)
Provisions reversed (468)
Balance at 31 December 2007 159,931

“Period Provisions” includes mainly EUR 57,529 thousand recognised for commitments acquired and guarantees
provided to third parties for the sale of Applus Servicios Tecnolégicos, S.L. (see Note 14-d), and EUR 3,019
thousand of charges for the year to provisions for fees associated with the purchase of water.

“Provisions Used” includes mainly the write-off of other provisions for the investments in Argentina (see Note 19),
amounting to EUR 2,056 thousand.

20



10.

11.

12.

Bank borrowings

The total limit of the credit facilities is EUR 598,150 thousand, of which EUR 401,500 thousand mature in 2008,
EUR 60,000 thousand in 2009 and EUR 136,650 thousand in 2010. At 31 December 2007, the Company had not
used any of these credit facilities.

The balance under “Bank Borrowings” relates mainly to the interest accrued on financial hedging instruments (see
Note 13-c).

Payable to Group companies and associates

The balance under “Non-current Liabilities - Payable to Group Companies and Associates” relates to loans taken
by the Company from its subsidiary Agbar International B.V. which relate to the issue of EuroNotes amounting to
EUR 286,525 thousand which mature in 2009. All these loans bear interest at floating rates tied to 3-month or 6-
month Euribor plus a spread, except for a tranche of EUR 121,605 thousand which matures in 2009 and bears
interest at a fixed rate of 6.205% p.a.

The breakdown of the balance under “Current Liabilities - Payable to Group Companies and Associates” is as
follows:

Thousands of Euros
Trade payables :
Agbar Servicios Compartidos, S.A. 8,921
Sorea, Sociedad Regional de Abastecimiento de Aguas, S.A. 601
Agbar Mantenimiento, S.A. 308
Aguas de Levante, S.A. 591
Aquaplan, S.A. 44
Other 686
Total Group company trade payables 11,151
Loans and current accounts received from Group comp anies:
Agbarex, S.L., Sole-Shareholder Company 31,865
Agbar Global Market, S.A. 13,400
Agbar Mantenimiento, S.A. 7,858
Agbar International B.V. 4,951
Agbar Capital, SA 110
Sorea, Sociedad Regional de Abastecimiento de Aguas, S.A. 5
Total loans and current accounts received from Grou p companies: 58,189
Short-term interest on payables to Group companies:
Agbar International B.V. 2,212
Other 264
Total short-term interest on payables to Group comp anies: 2,476
Total payables to Group companies 71,816
Total trade payables to associates -
Total payables to Group companies and associates 71,816

Loans received from Group companies bear interest at rates tied to Euribor.

Tax matters

Since 1993, the Company has been subject to income tax under the consolidated tax regime, as the Parent of the
Agbar Group. This corporate Group is required to be taxed under this system for an indefinite period provided that
it does not waive application of such regime.

Income tax is calculated on the basis of accounting profit determined by application of generally accepted
accounting principles, which does not necessarily coincide with taxable profit.
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The reconciliation of Agbar’s individual accounting profit to the individual taxable profit for income tax purposes at
31 December 2007 is as follows:

Thousands of Euros
Accounting profit (before tax) 441,419
Permanent differences (80,125)
Tax base 361,294
Timing differences 1,585
Taxable profit 362,879

The most significant permanent differences relate to the provision for commitments acquired and guarantees
provided to third parties for the sale of the holding in Applus Servicios Tecnoldgicos, S.L. for EUR 44,529
thousand. The negative permanent differences are basically due to the tax-exempt portion amounting to EUR
124,157 thousand of the gain on the sale of the Applus Group, due to the application of the regime governing the
foreign-securities holding companies in the Applus Group.

Timing differences include the recovery of 10% of the pension obligations externalised in 2002 (EUR 19,663
thousand), the adjustment of goodwill (EUR 11,459 thousand) of Bristol Water Company (Appendixes | and II)
and the charge for the year to provisions for acquired commitments (EUR 29,300 thousand), which was not tax-
deductible.

The income tax expense in 2007 was calculated as follows:

Thousands of Euros
Tax base 361,294
32.5% tax charge 117,421
2007 tax credits (71,228)
Change to tax rate 629
Other adjustments 22,988
Income tax 69,810

The tax credits taken are as follows:

Thousands of Euros

For double taxation of dividends 21,924
For reinvestment of extraordinary profit 45,082
Other tax credits 4,222
Total tax credits 71,228

The gains obtained in 2007 eligible for tax credits on reinvestment of extraordinary profit and the year of
reinvestment were as follows:

Gains Tax Credits Holding Period
(Thousands of Euros) (Thousands of Euros) Reinvestment Year Expiration Year
67,897 9,845 2007 2010
243,012 35,237 2008 and subsequent years | 2011 and subsequent years
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The detail of the tax credits for reinvestment of extraordinary profit from gains obtained in prior years, where the
reinvested assets are still required to be held by the Company, is as follows:

Amount Holding Period
Year Gain Generated (Thousands of Euros) Reinvestment Year Expiration Year
2003 2,575 2003 2008
2004 1,594 2004 2009
2005 3,348 2005 2008
2005 11,161 2006 2009
2006 11,748 2006 2009
30,426

The temporary differences between accounting and tax methods of recognition of certain income and expenses
for income tax purposes gave rise to deferred tax assets and liabilities at 31 December 2007 which were
recognised under “Long-Term Tax Receivables” and “Long-Term Taxes Payable”, respectively, in the financial
statements:

Thousands of Euros
Cumulative Differences Cumulative Effect
in the Tax Bases on the Tax Liability

Deferred tax assets:
Pension fund 79,037 23,711
Provision for maximum risks in Argentina 104,597 31,379
Valuation allowance for the Argentine portfolio 18,110 5,432
Allowance for doubtful debts in Argentina 5,699 1,710
Amortisation of merger goodwill 5,329 1,599
Provision for contingent liabilities 11,934 3,580
Provisions for guarantees 16,559 4,968
Other 30,427 9,128
Tax assets :
Tax credits not taken - -
Total deferred tax assets and tax credits: 271,692 81,507
Deferred tax liabilities:
Individual-

Amortisation RDL 2/1985 and Law 12/1988 3,190 057

Amortisation RDL 3/1993 13,633 4,001
Bristol goodwill 19,434 5,830
Due to eliminations in tax consolidation- 4,817 1,816
Total deferred tax liabilities: 41,074 12,694

As indicated earlier, the cumulative effect on the tax liability of the temporary differences was calculated by
applying the tax rate that will foreseeably be applicable in the year in which those differences will reverse.

The breakdown of short-term tax receivables and payables is as follows:

Thousands of Euros
Receivable Payable
Income tax 59,940 -
VAT 3,022 -
Personal income tax - 1,732
Social security taxes payable - 1,278
Rates - 39,200
Other - 14,061
Total 62,962 56,271
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13.

The main claims, arising in both 2007 and prior years, are described below:

=  Proceedings conducted at the National Appellate Court in relation to the Company’s income tax for 1995 to
1998, for which a sum of approximately EUR 21 million is claimed. The resolution of these proceedings is not
expected to result in unforeseen material effects.

= Proceedings conducted at the Central Administrative-Economic Tribunal in relation to the Company’s income
tax assessments for 1999 to 2001, for which a sum of approximately EUR 41 million is claimed. The
resolution of these proceedings is not expected to result in unforeseen material effects.

The main contingencies at 31 December 2007 relate to the penalties proposed by the tax authorities against the
Parent, amounting to EUR 25 million, in relation to income tax for 1999 to 2001.

In 2007, in relation to the tax audit of 1995 to 1998, the Central Economic-Administrative Tribunal rendered void
practically all of the penalties that were originally proposed by the tax authorities, which amounted to EUR 12
million.

Agbar has opinions issued by external tax advisers, one for each tax audit, concluding that the penalties are
unjustified and, for this reason, it has not made any provision in this connection in its financial statements.

Additionally, the Company has the following taxes open for review: VAT and Personal Income Tax since 2003 and
income tax since 2002. The inspection of the open years is not expected to give rise to any significant impacts
that have not been considered in the preparation of these financial statements.

The 1992 financial statements included the accounting disclosure requirements applicable to mergers, spin-offs,
contributions of assets and share exchanges, as set forth in Spanish Law 29/1991, of 16 December, which adapts
certain tax regulations to the directives and regulations of the European Communities, for the Company to take
tax credits for the merger of Sociedad General Aguas de Barcelona, S.A., Corporacion Agbar, S.A. and
Aplicaciones del Agua, S.A. Also, pursuant to Spanish Corporation Tax Law 43/1995, the 1997 financial
statements included the accounting disclosure requirements applicable to the dissolution without liquidation of
Agbar Salud, S.A. and subsequent inclusion of all of this company’s assets and liabilities in Agbar.

Obligations and other guarantees

a) Guarantees for concessions and financing

The breakdown of the most significant guarantees is as follows:

«  Agbar acquired an obligation to Banco Santander de Chile for a maximum of CLP 275,000,000 (EUR
374,965.80 euros) and CLF 97,124.81(EUR 2,598,645.42) to secure the genuineness of the tender and
the performance of the Aguas Servidas La Farfana water treatment plant operation and maintenance
contract.

« The guarantees given to multilateral banks (International Financial Corporation, the Inter-American
Development Bank, and the European Investment Bank) in connection with their financing of investee
companies in Argentina total a maximum of USD 6.5 million (EUR 4.5 million), of which USD 2.4 million
relate to Aguas Provinciales de Santa Fe, S.A. and USD 4.1 million to Aguas Cordobesas, S.A.

«  Santander Central Hispano continues to hold a guarantee provided by Agbar amounting to MXN 50
million (EUR 3.1 million) in relation to financing provided to Interagbar de México, S.A. de C.V.
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b)

c)

Euro Medium Term Note Issue
Agbar International, B.V.
The bond issues under the Euro Medium Term Notes program are performed by Agbar International B.V., a

100% subsidiary of Agbar. These bonds and the associated derivative instruments have a joint and
irrevocable guarantee of Agbar, as indicated in the prospectus of the program.

At year-end 2007, Agbar International, B.V. has an outstanding 500 million euros bond issue, with a 6% fixed
coupon and maturity at November 2009. Also, this subsidiary has contracted 371 million euros of interest
rate swaps with several financial institutions with the same maturity and payment dates as the bonds issue.
Agbar Capital, S.A.

On 20 July 2006, Agbar Capital, S.A., a subsidiary of the Company, launched a Euro Medium Term Note
(EMTN) Programme for a maximum of EUR 2,000 million against which no drawdowns had been made at 31
December 2007. Any future euronote issue by this company will be jointly and irrevocably guaranteed by
Agbar, as indicated in the programme prospectus.

Interest and exchange rate hedges

The following tables summarise the hedges arranged by the Company:
Foreign currency and interest rate hedges

The currency hedges aim to protect the value of international investments from translation differences by
creating financing synthetically in the same currency as that of the foreign investment.

Market Value Notional Amount Notional Maturities
Year-End
Non- Hedged Equivalent
Current Current Currency Value
Assets Assets (Thousands) (Euros) 2008 2009 2010 2011
Foreign currency hedges:
Hedges of net investments in foreign operations
Currency swaps
Chilean peso 2,576 22,809 133,769,629 182,396 51,551 54,035 - 76,810
Currency swaps
Pounds sterling 18,025 186,800 251,908 251,908
Currency forwards: Hong Kong dollar 3 83,700 7,291 7,291
Currency forwards: US dollar 174 10,204 6,932 6,932
Fair value hedges (FVH)
Currency swaps
Chilean peso 451 14,462,138 19,719 19,719
Interest rate hedges:
Cash flow hedges (CFH)
Interest rate swaps (IRS), Chilean peso 61 - 29,000,000 39,542 39,542 - -
Derivative financial hedging instruments 21,290 22, 809 507,788 376,943 54,035 76,810

d) Other obligations-

Agbar Tower

The owner of the “Agbar Tower”, at Avenida Diagonal 197-211, Barcelona, is Caixa d'Estalvis i Pensions de
Barcelona, “la Caixa”, which in turn held a finance lease with Layetana Inmuebles, S.L (Sole-Shareholder
Company). On 25 November 2004, the Company entered into a sub-lease on this building with Layetana
Inmuebles, S.L (Sole-Shareholder Company).

The sub-lease was signed for a minimum period of ten years, renewable for two additional periods of ten
years each, optional for the Company but mandatory for Layetana Inmuebles, S.L. (Sole-Shareholder
Company). If after expiry of the initial period of ten years the Company fails to renew the sub-lease for at
least another ten years, the Company must indemnify Layetana Inmuebles, S.L. (Sole-Shareholder
Company) for a sum equal to a one-year rent at the rate in force at that time.

After expiry of the renewal period, where applicable, the parties may automatically extend the term of the
sub-lease for further ten-year periods, provided that notice is not given by one of the parties at least one year
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14.

in advance of the successive expiry dates. The sub-lease expressly authorises the Company to sub-lease to
third parties.

Also on 25 November 2004, the Company, Layetana Inmuebles, S.L. (Sole-Shareholder Company) and “la
Caixa” entered into a contract establishing the events and regulations affecting the exercise of an option to
buy and an option to sell the “Agbar Tower”. The Company holds a purchase option which may be exercised
between 15 November 2009 and 15 November 2014. “la Caixa” may exercise a sale option within the same
period and on the same conditions as those set forth for the purchase option. The market value appraisals of
the building commissioned by the Company revealed that the value of the purchase and sale options on the
“Agbar Tower” do not significantly differ from their market value.

On 28 December 2006, Layetana Inmuebles, S.L. (Sole-Shareholder Company) entered into a contract to
assign the finance lease and guarantees with Azurelau, S.L. (Sole-Shareholder Company), whereby the
former transferred to the latter all of the rights and obligations arising from the finance lease on the Agbar
Tower. This transaction was approved by “la Caixa” in its capacity as the financial lessor of the building. As a
result, Azurelau, S.L.U. became the sub-lessor vis-a-vis the Company. In turn, Layetana Inmuebles, S.L.
remains jointly and severally liable to the Company for all of the obligations and liabilities of Azurelau, S.L.U.

The directors of the Company concluded that when the Agbar Tower became effectively occupied, the
conditions required for the related lease contract to qualify as a finance lease were not met and, therefore, for
accounting purposes, it was treated as an operating lease.

Employee benefit obligations

At 31 December 2007, according to the latest actuarial calculations, pension obligations to employees
amounted to EUR 212 thousand. The present value of the pension liabilities includes a portion of the
obligations to the Company’s former directors. At that date, benefits instruments had been executed with
external financial institutions which adequately cover pension obligations and liabilities to Company
employees.

Income and expenses

a) Operating income

The breakdown of revenue in 2007 is as follows:

Thousands of Euros
Water sales 216,357
Income from connection services and fees 16,957
Sales of by-products and waste 10
Services provided 24,458
Total 257,782

“Work on Non-current Assets” in 2007 relates to the following items:

Thousands of Euros
Work for other companies 37,709
Materials consumed 4,182
Staff costs 3,354
Other 3,366
Total 48,611
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b) Staff costs

The breakdown of staff costs at 31 December 2007 is as follows:

Thousands of Euros
Wages and salaries 54,358
Termination benefits 1,070
Employer social security costs 11,750
Contribution to pension fund 11,521
Other employee benefit costs 1,357
Total 80,056

“Contribution to Pension Fund” includes contributions to the pension plan and insurance policy premiums
(see Notes 4-f and 13-d).

The number of employees at 31 December 2007, by category, was as follows:

Number of

Women Men Employees
Qualified staff 58 152 210
Middle managers and supervisors 66 226 292
Skilled employees 87 248 335
Trainees and assistants 43 119 162
Total 254 745 999

The average number of employees in 2007 was 1,012.

c) Other operating expenses

The fees for the audit of the Company's 2007 financial statements amount to EUR 165 thousand.
Additionally, the fees for other professional services charged by the auditor or by other entities related to the
auditor during 2007 amounted to EUR 351 thousand.

d) Extraordinary profit

The breakdown of extraordinary profit in 2007 is as follows:

Thousands of Euros
Income Expenses Net

Sale of Applus Servicios Tecnoldgicos, S.L. (Note 7-a) 430,285 (62,958) 367,327
Sale of Agbar Chile, S.A. (Note 7-a) 4,893 - 4,893
Sale of land included in property, plant and equipment

(Note 6) 23,406 - 23,406
Contributions to the Agbar Foundation and CETaqua - (9,260) (9,260)
Other 12,047 (13,187) (1,140)
Extraordinary profit (loss) 470,631 (85,405) 385,226

Extraordinary profit includes mainly the gain on the sale of the interest in Applus Servicios Tecnoldgicos, S.L.
before the expenses and provisions associated with the sale amounting to EUR 430,285 thousand.

In relation to this sale, acquired obligations and guarantees granted to third parties for a total of EUR 57,529
thousand were recognised under “Extraordinary Expenses” in the accompanying income statement.
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15.

16.

17.

e) Transactions with Group companies and Associates

The transactions carried out by the Company in 2007 with Group companies and associates were as follows:

Thousands of Euros
Group
Income/(Expenses) Companies Associates Total
Sales 571 1,779 2,350
Procurements (5,109) - (5,109)
Services provided 5,839 3,156 8,995
Services received (22,834) - (22,834)
Interest received 1,524 1,590 3,114
Interest paid (17,029) - (17,029)
Dividends received 75,198 1,962 77,160

Remuneration of and obligations to the members

of the Board of Directors

The total remuneration earned in 2007 by the members of the Company’'s Board of Directors was EUR 632
thousand. Attendance fees and other bylaw-stipulated emoluments earned by the members of the Company’s
Board of Directors totalled EUR 737 thousand and EUR 1,454 thousand in 2007. In all cases the remuneration
refers to the functions of the members of the Company’s Board of Directors, for the discharge of their duties both
at the Company and the various Group companies and associates.

The pension obligations accrued to former and current members of the Company’s Board of Directors at 31
December 2007, which are covered by insurance policies taken out for this purpose, totalled EUR 13,261
thousand. In 2007 the Company contributed EUR 106 thousand to these policies to cover the related obligations.

Disclosures under Article 114 of the Securities Market Law introduced by Law

26/2003 of 17 July

In 2007 no transactions took place between the directors of Sociedad General de Aguas de Barcelona, S.A. and
the Agbar Group companies outside the ordinary course of business or under non-arm's length conditions.

Disclosures under Article 127 ter.4 of the Spani___sh Companies Law, introduced

by Law 26/2003 of 17 July

The following disclosures are made based on the available information furnished by the directors in relation to
whether in 2007 any of the Company’s directors held ownership interests in or held positions or discharged
functions at other companies engaging in activities which are identical, similar or complementary to the activities
that constitute the objects of Sociedad General de Aguas de Barcelona, S.A., or whether they performed this type
of activities as independent professionals or as employees:

« The following directors had no ownership interests in the capital or held positions or discharged
functions:

Jorge Mercader Mir6
Enrique Corominas Vila
Miquel Noguer Planas
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* However, the Board members listed below did hold ownership interests in and/or hold positions or

discharged duties at the following companies:

Name or Company name of Board

Member Company Position Ownership interest
Gérard Mestrallet Suez, SA Cha?rman — General Manager 0.004%
Suez Environnement, S.A. Chairman 0.000%
Manuel Raventds Negra Caifor, S.A. Board Member
Suez Environnement, S.A. General Manager 0.000%
Degrémont Chairman 0.000%
Lyonnaise des Eaux France Board Member 0.000%
Jean-Louis Chaussade Société des Eaux de Marseille Boal_'d Member 0.000%
Terralys Chairman of the Board 0.000%
Sita France Board Member 0.000%
United Water Inc. Manager 0.000%
United Water Resources Manager 0.000%
Feliciano Fuster Jaume Fomento de Construcciones y Contratas, S.A. - 0.003%
Lyonnaise des Eaux France Chairman-General Manager 0.000%
Ondeo Industrial Solutions Chairman 0.000%
Degrémont Board Member 0.000%
Société des Eaux de Marseille Board Member 0.000%
Bernard Guirkinger Société des Eaux du Nord Board Member 0.000%
Lydec Board Member 0.000%
Sita France Board Member 0.000%
Terralys Board Member 0.000%
Suez Environnement UK Ltd. Board Member (Manager) until 3 May 2007 0.000%
Suez, S.A. “Chief Operating Officer” 0.000%
Jean-Pierre Hansen Suez Environnement, S.A. Board Member 0.000% (until 18
Desember 2007)
Acea, SPA Board Member (until 11 May 2007) |  meeeeeee-
Suez Environnement, S.A. Board Member 0.000%
Gérard Lamarche Leo Holding CY Manager 0.000%
Suez Environnement North America Manager 0.000%

Juan Rosell Lastortras

Endesa, S.A.

Board Member (until 18 October 2007)

0.0009% (indirect)
until October 2007

Juan Antonio Samaranch Torellé

Caifor, S.A.

Board Member

* Nueva Compafiia de Inversiones, S.A., which was a director of the Company (represented by Juan
Abell6 Gallo) in the period from 1 January to 29 June 2007, held an indirect interest of 10.001% in Sacyr
Vallehermoso, S.A. and held the position of 2nd Deputy Chairman of the latter.

« None of the directors listed above performed, as an independent professional or as an employee, an
activity that is identical, similar or complementary to the activity that constitutes the company object of
Sociedad General de Aguas de Barcelona, S.A.

18. Information on the environment

At 31 December 2007, the Company had non-current asset items the purpose of which was to help minimise the
environmental impact and to protect and enhance the environment. The breakdown of the most significant
environmental assets is as follows:

Thousands of Euros

Network output improvement plan 11,638
Sludge treatment plant, St Joan Despi potable water

treatment plant 3,682
Other environmental assets 3,554
Total 18,874

In 2007 the Company incurred expenses in connection with the protection and enhancement of the environment.
Expenses relating to recurring maintenance activities totalled EUR 1,478 thousand. Additionally, the Company
made contributions in 2007 of EUR 1,842 thousand to R+l Alliance and EUR 1,800 thousand to Cetaqua, and in
the near future will lead the Sostaqua technology development project aimed at achieving a self-sustainable

urban water cycle.
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At 31 December 2007, the Company had not recognised any provision in respect of potential environmental risks
since it considers that there are no material contingencies associated with potential lawsuits, indemnities or other
items. Additionally, the Company has insurance policies and other security plans affording reasonable coverage
of any possible contingency which could arise from their environmental activities.

Situation of the water business investments in A rgentina

Impact of the Argentine crisis

In 2002, the crisis in Argentina led to the repeal of the Convertibility Law by Law 25,561 of 6 January 2002, which
declared a state of emergency. This also led to the elimination of the indexation of public service tariffs and
resulted in Agbar, following the principle of prudence, making provisions to write off the value of its investments in
Argentina and cover the maximum liability that could be contractually claimed from it. The remaining balance of
these provisions at 2007 year-end amounted to EUR 8,786 thousand and covers all of the remaining liability
acquired in connection with the water businesses in Argentina.

Claims filed by Agbar

In 2003 Agbar and the European partners in the concessions filed three claims with the International Centre for
Settlement of Investment Disputes (ICSID). The claim filed by Aguas Cordobesas, S.A. was withdrawn in 2006
when 12% of the ownership interest was sold. In 2007 hearings were held on the merits of the Aguas Argentinas,
S.A. and Aguas Provinciales de Santa Fe, S.A. cases at the headquarters of ICSID in Washington. The
subsequent steps to be taken relate to the arbitration.

Present situation of Aguas Argentinas

On 21 March 2006, Aguas Argentinas, S.A. was notified of the decision by the government of Argentina, made by
presidential decree, to terminate the concession contract for the provision of the potable water and water
treatment service in the city of Buenos Aires and to transfer management of these services to a newly-created
state-owned entity (Agua y Saneamientos Argentinos, S.A.). This resulted in the payment of the performance
bond of EUR 8.5 million relating to Agbar’s concession.

Due to the above termination, Aguas Argentinas, S.A. declared that it had begun preventative insolvency
proceedings on 28 April 2006. The procedural steps relating to these proceedings have been followed and at
2007 year-end the arrangement with creditors was pending approval by the related judge.

At the same time, Aguas Argentinas, S.A. instituted the necessary legal action before the Argentine courts
against the State of Argentina to claim the economic damages caused by the above termination.

In 2007 the proceedings brought by Aguas Lenders Recovery Group LLC at the New York courts against the
Suez Group, the Agbar Group and the successor to the Aguas Argentinas concession, claiming damages of no
less than USD 130 million.

Present state of Aquas Provinciales de Santa Fe

At the beginning of 2006, Aguas Provinciales de Santa Fe, S.A. declared that it was being dissolved as a result of
its negative net worth situation. Its liquidation is currently in progress.

Also in 2006 the Provincial Government terminated the concession which was passed on to a newly-created
state-owned entity Aguas Santafesinas, S.A. As with the case of Aguas Argentinas, the economic damages
resulting from this termination are being claimed at local courts.

Present state of Aguas Cordobesas

On 22 December 2006 the Agbar Group sold to the local group Roggio 12% of the shares of Aguas Cordobesas,
S.A. Following the sale. It holds a 5% interest.
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21.

Events after the balance sheet date

At the date on which these financial statements were authorised for issue, no significant events had taken place
since 31 December 2007 making it necessary to amend or extend the disclosures included herein, except for the
completion of the takeover bid described in Note 8.

Statements of changes in financial position

The statements of changes in financial position for the years ended 31 December 2007 and 2006, indicating the
sources and applications of funds, may be summarised as follows:

Thousands of Euros

Thousands of Euros

APPLICATION OF FUNDS 2007 2006 SOURCE OF FUNDS 2007 2006
Funds obtained from operations 29,597 65,284
Shareholders' contributions - 1,477
Start-up and debt arrangement costs - 4,300 | Start-up costs and debt arrangement expenses 4,300 -
Additions to- Non-current liabilities-
Intangible assets 2,015 239 Payable to Group companies - 24,000
Property, plant and equipment 46,797 45,802 Other long-term payables 6,946 10,687
Long-tem investments 33,739 377,880 Capital payments payable - 3,300
Acquisition of treasury shares - 4,309
Dividends 67,673 64,070
Disposal of-
Repayment or transfer to short term of Property, plant and equipment 24,118 2,491
non-current liabilities- Long-term investments 557,333 396,219
Bank borrowings - 43,832
Payable to Group companies - 24,000 | Early amortisation or transfer to short term of
Other payables 3,985 - long-term investments-
Capital payments payable 111 - Write-off of long-term investments 5,574 870
Write-off of long-term deferred tax liabilities 379 1,256 Transfers/Write-offs of deferred tax assets 69,036 32,536
Deferred income 2,496 - Deferred income 33,443 65,851
Provisions for contingencies and charges 3,072 3,042
TOTAL FUNDS APPLIED 160,267 568,730 TOTAL FUNDS OB TAINED 730,347 602,715
FUNDS OBTAINED IN EXCESS OF FUNDS FUNDS APPLIED IN EXCESS OF FUNDS
APPLIED (INCREASE IN WORKING CAPITAL) 570,080 33,98 5 OBTAINED (DECREASE IN WORKING CAPITAL) -
TOTAL 730,347 602,715 TOTAL 730,347 602,715

The change in working capital for the years ended 31 December 2007 and 2006 may be summarised as follows,

in thousands of euros:

2007 2006
Increase Decrease Increase Decrease

Inventories - 432 79 -
Accounts receivable - 240,722 249,563 -
Accounts payable 109,511 - - 115,290
Short-term investments 686,035 - - 105,352
Cash 15,688 - 4,985 -

Total 811,234 241,154 254,627 220,642

Net change in working capital 570,080 - 33,985
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The reconciliation of accounting profit to the funds obtained from operations is as follows, in thousands of euros:

2007 2006
Accounting profit 371,609 142,794
Add:
Pension provision and other provisions 94,639 10,130
Depreciation and amortisation charge 34,015 37,242
Losses on disposals of intangible assets, property, plant and
equipment and long-term investments 1,794 11,558
Changes in intangible asset, property, plant and equipment and
long-term investment allowances 4,684 12,343
Transfer to the reversion fund 153 153
Write-off of deferred tax assets due to change in tax legislation - 10,642
Deferred income 486 -
Less:
Gains on disposal of property, plant and equipment and long-term
investments (461,144) (113,238)
Provisions for contingencies and charges reversed (468) (20,582)
Recognised deferred tax assets (16,171) (12,037)
Deferred income - (13,721)
Funds obtained from / (applied in) operations 29,597 65,284

Explanation added for translation to English

These financial statements are presented on the basis of accounting principles generally accepted in Spain.
Certain accounting practices applied by the Company that conform with generally accepted accounting principles
in Spain may not conform with generally accepted accounting principles in other countries.
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Translation of a report originally issued in Spanish. In the event of a discrepancy, the Spanish-language version prevails.
Sociedad General de Aguas de Barcelona, S.A.

Directors’ Report
for the Year Ended 31 December 2007

Takeover bid for AGBAR

On 18 January 2008, the Spanish National Securities Market Commission (CNMV) reported that the takeover bid
launched by Hisusa, Holding de Infraestructuras y Servicios Urbanos S.A., Suez Environnement S.A., Suez
Environnement Espafia, S.L. (Sole-Shareholder Company) and Criteria CaixaCorp, S.A. (the “Bidders”) for all of
the shares of Sociedad General de Aguas de Barcelona, S.A. (excluding the shares equal to 56.46% of the share
capital already held by the Bidders) had been accepted by shareholders owning a total of 50,205,817 shares
representing 77.06% of the total shares for which the bid had been launched and 33.55% of the share capital of
SGAB. After the takeover, the ownership of the Company was distributed as follows:

HISUSA, Holding de Infraestructuras y Servicios Urbanos, S.A. 66.44%
Criteria CaixaCorp, S.A. 11.55%
Suez Environnement, S.A. 10.20%
Suez Environnement Espafia, S.L.U. 1.82%

90.01%
Other 9.99%

The bid, made in the form of a purchase transaction offering EUR 27.65 per share, was settled on 23 January
2008.

The shareholders who did not accept the bid cannot oblige the Bidders to acquire their shares since the
percentage acceptance of the bid (77.06%) was lower than the 90.0% of the total shares for which the bid was
launched.

The Bidders agreed to take the measures required to ensure that liquidity is maintained and the shares are
distributed in appropriate conditions for their continued admission to listing within a maximum of six months, with
the firm, irrevocable and unconditional intention that 30% of the share capital of SGAB be held by third parties
within two years of the settlement of the bid.

The Bidders have stated that they will continue to exercise concerted joint control over SGAB through Hisusa,
Holding de Infraestructuras y Servicios Urbanos S.A. and through their direct and indirect ownership interests in
SGAB, pursuant to the Shareholders’ Agreement dated 18 July 2006, supplemented and clarified in the addenda
of 21 November and 19 December 2007 published as a significant event at the CNMV.

In a notification of a significant event to the CNMV dated 3 March 2008, the participants in the joint action
announced that they held 90% of the voting rights of Sociedad General de Aguas de Barcelona, S.A. since they
had disposed of 0.01% of the Company’s share capital, which was necessary so that, in accordance with the
obligation assumed by the Bidders in the prospectus for the takeover bid, in a period of three months from the
settlement of the takeover bid, the percentage of the share capital of Sociedad General de Aguas de Barcelona,
S.A. held by third parties would be at least 10%.

Earnings analysis

Revenue in 2007 amounted to EUR 257.8 million, up 10.4% from 2006. This increase was basically due to the
execution of hydroelectric infrastructure construction projects for third parties which will both improve water quality
and increase the quantity of water available for the service in the future. The volume of water consumed in 2007
continued to decline due to a new wave of drought, to stand at 182.27 Hm3, i.e. 1.1% less than the184.25 Hm® of
2006.
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Ordinary Profit amounted to EUR 56.2 million compared with EUR 50.0 million at 2006 year-end. The change was
due to a higher financial profit as a result of the vast improvement in the Company’s financial position, which was
bolstered by the collection in November 2007 of the sale price of the Applus Group (EUR 541.6 million).

Extraordinary profit amounted to EUR 385.2 million and included mainly the gain obtained on the sale of the
Applus Group.

The expense for income tax amounted to EUR 69.8 million and included the effect of the tax credits amounting to
EUR 71.2 million generated in 2007.

Consequently, Net Profit for the year amounted to EUR 371.6 million, far above (160.2%) that of 2006.

Investments

In 2007 the Company’s investments totalled EUR 70.1 million, of which EUR 0.5 million related to intangible
assets, EUR 48.3 million to property, plant and equipment and EUR 21.3 million to long-term investments, which
included notably the investment of EUR 14.5 million in Jiangsu Water Company Limited.

In 2008 the Company plans to invest approximately EUR 43 million, which includes all the investments in property
plant and equipment to be used in water supply infrastructures and systems.

Business performance analysis

On 9 September 2004, the Company signed a framework agreement with the Metropolitan Water and Waste
Treatment Services Entity (EMSHTR) for the following four years to supply water to the metropolitan area of
Barcelona. The strategic aim of this agreement is to promote and ensure that citizens receive a service managed
under the principles of quality, sustainability and utmost respect for the environment. The first consequence of
this agreement was the new focus of the investment policy, involving the promotion of projects for the recovery of
water resources in the metropolitan area and the development of clean solutions in processes affecting the
environment, in addition to other projects to improve and extend infrastructures and increase efficiency. The
Company entered into a commitment with EMSHTR for investments totalling EUR 41,7 million to be made in this
area in 2007. This agreement also aims to guarantee a high standard of service. For this reason, certain
management indicators were defined to determine the effective service level and to promote continual
improvement in certain business areas (water quality, environmental management, and customer service
management). On 1 February 2007 the Company and EMSHTR signed an extension to the term of the previous
Framework Agreement for a further two years, i.e. from 1 January 2008 to 31 December 2009, allowing the option
of a second extension for another two years, at the request of the Company and subject to the approval of
EMSHTR. The extension to the Framework Agreement establishes three strategic objectives: to fulfil the objective
of guaranteed supply and quality, which is already included in the present Agreement, to gain better
understanding of the demand for water in the metropolitan area and to improve customer service management.
The average rate increase authorised for 2007 under the previous agreement was 4.87%. This increase is 3.65%
for 2008.

The Company is currently involved in two large projects which will enable it to improve both the quality and
quantity of the water available in the metropolitan area of Barcelona from 2009 onwards. The first project involves
the fitting of reverse osmosis membranes at the potable water treatment plant that Aguas de Barcelona, S.A.
owns in Sant Joan Despi, in order to adapt it to the health and safety regulations established in Royal Decree
140/2003, to be applied from 2009 onwards. This public promotion project has been valued at EUR 60 million.
The second project involves the construction of the Llobregat desalination plant, with forecasted public funding of
EUR 150 million, which will foreseeably come into service from 2009 onwards. The desalination plant will
guarantee new flows to the water system and will avoid the sole dependence on rivers and reservoirs which are
subject to possible droughts.
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The first half of 2007 saw the presentation of Cetaqua, Centro Tecnolégico del Agua, Fundacién Privada, created
with the objective of becoming a benchmark technological centre in researching the water cycle. Cetaqua, Centro
Tecnoldgico del Agua, Fundacién Privada came about through the agreement between the Agbar Group, which
contributed 80% of the endowment fund, Universidad Politécnica de Catalunya (UPC) and the Spanish Higher
Council for Scientific Research (CSIC), which both invested 10%. Its objective is to promote, carry out and
disseminate research on matters that will make it possible to comply with EU law on management of the water
cycle in the Mediterranean basins. One of the main pilot projects of Cetaqua, Centro Tecnoldgico del Agua,
Fundacién Privada, is the Sostaqua project, which is devoted to the development of technologies to make the
water cycle self-sustainable. A consortium of 16 companies participate in the project (5 from the Agbar Group),
with a budget of EUR 25 million.

On 12 February the Company sold its 50% stake in Hidroser, Servicios Integrales del Agua, S.A. to Canal de
Isabel Il, generating a gain of EUR 1.2 million.

On 31 July 2007 the Company acquired a 50% ownership interest in Sociedad de Explotacion de Aguas
Residuales, S.A. from Aqualia, Gestion Integral del Agua, S. A. for EUR 3.5 million. This acquisition gave the
Company full control over the company. The sale of 50% of the share capital of Sociedad Espafiola de Aguas
Filtradas, S.A. owned by the Company to Aqualia, Gestién Integral del Agua, S.A. for EUR 0.9 million was
formalised in the same act.

In November 2007 the Company and the Golden State Water Group entered into a joint venture agreement for
the joint management of the potable water and waste water treatment project in the province of Jiangsu (China).
This project will be managed through a jointly-owned subsidiary, Jiangsu Water Company Limited. At 31
December 2007, EUR 14.5 million had been used of the total investment of EUR 30 million earmarked by the
Company for the project.

Within the framework of penetration of new international markets, in November 2007 the Company entered into
an agreement with the Algerian Ministry of Water Resources whereby the former will manage a concession for
the “delegated management” of the water supply and treatment in the province of Oran (Algeria), for a term of five
and a half years. Oran, located in the north east of Algeria on the Mediterranean coast, has a population of 1.5
million inhabitants and after the capital, Algiers, is the second largest city in the country.

As a result of the process to reorganise the Chilean investment portfolio in 2007, in December the Company sold
5.63% of Agbar Chile to Agbar Cono Sur Limitada (indirectly wholly-owned by the Company), maintaining control
over these companies. This transaction gave rise to a gain of EUR 4.9 million.

On 29 November 2007, once the administrative and regulatory authorisations had been obtained, the Company,
together with Unién FENOSA and Sociedad de Promocién y Participacion Empresarial Caja de Madrid, S.A. sold
the investment in Applus Servicios Tecnolégicos, S.L. representing its entire share capital to a company of the
fund management group, The Carlyle Group. The price paid to the Company by the buyer was EUR 541.6 million,
which gave rise to a gain net of expenses and provisions of EUR 367.3 million.

The Company’s equity at 31 December 2007 amounted to EUR 1,477.5 million which covered its non-current
assets by a net level of 110.7%.

5. Treasury shares

The shareholders at the Annual General Meeting of 29 June 2007 resolved to reduce capital by EUR 323,981 for
the retirement of 323,981 shares of EUR 1 par value each, which were held as treasury shares of the Parent,
since they were surplus to requirement for covering the now concluded May 2001 Share Option Plan. This capital
reduction was registered at the Mercantile Registry on 5 September 2007. Was notified to the CNMV on 13
September 2007.
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6. Main risks and uncertainties

The Company carries on its activities both in Spain and abroad (mainly Chile and the UK). This means that it is
subject to various critical factors arising from its business and locations.

The ultimate aim of the premise underlying the Company’s general risk policy is to generate value for its
stakeholders. Accordingly, the critical factors associated with its business, from the point of view of the absence
of certainty, are considered from their two-fold perspective as generators of risk (to be avoided, mitigated, shared
or accepted) and of opportunities. A permanent challenge for the Company’s governing and managing bodies in
setting their strategy is to determine an optimum balance between risks and opportunities that maximises value.

As a result of these general policies, the Company’s management and organisational structure was designed to
ensure that the required control procedures are in place to assess, control and mitigate the main risks.

In this connection, the Board of Directors carries out supervisory functions in relation to the performance of the
business and the control systems in place, both directly and through its committees (the Executive Committee
and the Audit and Control Committee).

The Company’s aforementioned governance and management structure, together with the control systems in
place, allow for the analysis and monitoring of the various risks of the Group, which can be grouped into the
following categories:

» Context risks : economic performance (growth and downturn), laws and regulations (specific, labour, tax,
personal data protection, IFRS, etc.), country risk (sovereign and political), access to the financial markets,
competition, business (mature businesses and new businesses) and innovation.

» Operational and process risks : operational (contracting, renewal, provision of services and customer
credit), technological and information processing, human capital, integrity and fraud.

» Financial risks : liquidity, credit, foreigh exchange and interest rate.
» Decision-making information risks  : associated with operating, financial and strategic information.

» Corporate reputation risks : transparency (listed group) and sustainability (environmental and social
responsibility risks).

In general, the Company considers Risk as any threat that an event, action or omission may prevent it from
achieving its objectives and implementing its strategies successfully and, in particular, those which may
compromise the economic profitability of its activities, its financial solvency, compliance with the various
applicable laws and its corporate reputation.

As a result of low rainfall in 2007 and the first few months of 2008 in the Catalufia area, measures had to be taken
to optimise the use of water resources and to minimise supply risks. Also, actions are being developed to allow
an increase in alternative supply sources. All these actions are carried out under the coordination of the
competent authorities and, where applicable, in accordance with the corresponding regulatory and administrative
resolutions.

7. Financial risk management policies and objective s

The main financial risk management objectives are to ensure the availability of funds to comply with financial
obligations in a timely fashion and to protect the euro value of the Company's economic flows, assets and
liabilities.
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This management activity comprises the identification of risks, the determination of tolerance to each risk, the
hedging of financial risks, and the control of existing hedging transactions. To achieve these objectives, financial
risk management is based on covering all significant and intolerable exposures as long as suitable instruments
exist and the hedging cost is affordable.

8. Environment and Human Resources

Within the framework of the movement towards sustainable development of society, Agbar aims to set an
example of maximum responsibility in all of its activities. This commitment takes shape in the inclusion of
economic, environmental and social considerations in all of the activities carried out by the Company.

The Company has compiled the principles of conduct for the organisation and all its professionals into a Code of
Corporate Ethical Standards and Professional Conduct. This Code sets out the values that identify the
organisation and establishes the principles expected to be followed by employees, including them in decision-
making, strategies, processes and activities.

9. Additional disclosures as required by Article 11 6 bis of the Spanish Securities Market Law
a) Capital structure

The share capital of the Company amounts to EUR 149,641,707, represented by 149,641,707 fully subscribed
and paid shares of EUR 1 par value each, traded by the book-entry system, all of the same class, with the same
voting rights and obligations, admitted to trading on the Barcelona, Madrid, and Bilbao Stock Exchanges and
included in the Spanish Stock Market Interconnection System.

b) Restrictions on the transferability of securitie S

There are no legal or bylaw restrictions on the transfer of the shares of SOCIEDAD GENERAL DE AGUAS DE
BARCELONA, S.A.

c) Significant ownership interests in the share capi tal

According to the notifications received by the Company and the CNMV’s register of significant ownership
interests, at 31 December 2007, the direct and indirect ownership interests in the share capital were as follows:

Number of indirect
Name or company name of the shareholder, direct shares or other
ownership interests or principal shareholder in the Number of direct shares participating % of total share
concerted action in the case of accord shares in the accord capital
HISUSA, Holding de Infraestructuras y Servicios * 79,161,456 5.327,579 56.461%
Pontegadea Inversiones, S.L. 7,514,302 - 5.010%
Credit Industriel et Commercial * - 4,691,300 3.135%

! According to the notification of significant ownership interests of 21 December 2007.

The detail of the indirect ownership interests is: Suez Environnement Espafia, S.L.U., direct owner of 1.816% and Criteria
CaixaCorp, S.A., direct owner of 1.744%. According to the notification of significant ownership interests, HISUSA stated that
Suez Environnement Espafia, S.L.U. and Criteria CaixaCorp, S.A., as direct shareholders of HISUSA Holding de
Infraestructuras y Servicios Urbanos, S.A., together with Suez, S.A., Caja de Ahorros y Pensiones de Barcelona and Suez
Environnement, S.A., agreed to jointly manage and exercise concerted control over SGAB, in order to establish a common
policy in the management of SGAB.
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2 According to the notification of significant ownership interests of 19 June 2006, 97.167% of Pontegadea Inversiones, S.A.
owned by Amancio Ortega Gaona.

3 According to the notification of significant ownership interests of 21 December 2007, but with CNMV registry entry date of 2
January 2008.

d) Restrictions on voting rights

The bylaws of SOCIEDAD GENERAL DE AGUAS DE BARCELONA, S.A. do not contain any restriction on voting
rights and, therefore, each share gives entitlement to one vote, without prejudice to the legal situations in which
voting rights are lost, as in the case of shares that are past-due as a result of capital calls not paid, or in the case
of treasury shares (the voting rights are held in abeyance).

Although strictly speaking not representing a restriction on voting rights, Article 15 of the Bylaws requires a
minimum of three hundred (300) shares to be able to attend the General Meeting, with the possibility that the
shareholders who do not reach this minimum may group their shares together or delegate their representation in
another person who in total holds and/or represents the minimum of 300 shares, and that these shares had been
registered in the Registers of Sociedad de Gestion de los Sistemas de Registro, Compensacion y Liquidacion de
Valores, S.A. or any other body that might replace it, and of the entities participating in these systems, with five
days’ notice prior to the General Meeting.

e) Side agreements

Company is aware of a side agreement, and of two addenda thereto, which are transcribed below, entered into by
the shareholders of HISUSA, Holding de Infraestructuras y Servicios Urbanos, S.A., participants in the concerted
action which, according to the notification on voting rights attributed to shares of listed companies, registered at
the CNMV on 25 January 2008, owns 90.012% of the voting rights of Sociedad General de Aguas de Barcelona,
S.A,, per the following detail of the ownership interests of each participant:

Company name %

Hisusa Holding de Infraestructuras y Servicios Urbanos, S.A. 66.440
Criteria CaixaCorp, S.A. 11.550
Suez Environnement, S.A. 10.206
Suez Environnement Espafia, S.L. 1.816
Suez, S.A. 0.000
Caja de Ahorros y Pensiones de Barcelona (“La Caixa”) 0.000

Also, the Company is aware of the content of significant event no. 90172 of 3 March 2008, which announced that
on 27 February 2008 the participants in the concerted action held 90% of Sociedad General de Aguas de
Barcelona, S.A.’s voting rights, since shares representing 0.01% of the share capital had been disposed of, which
was necessary so that, in accordance with the undertaking assumed by the bidders in the prospectus for the bid,
within a period of three months from the settlement of the takeover bid, the percentage of the share capital of
Sociedad General de Aguas de Barcelona, S.A. held by third parties would be at least 10%.

Side agreement

On 18 July 2006, Caja de Ahorros y Pensiones de Barcelona (‘la Caixa’); Suez, S.A. (SUEZ), Suez
Environnement (“SE”), Suez Environnement Espafia S.L. (Sole-Shareholder Company) (“SEE”); and Caixa
Holding, S.A. (Sole-Shareholder Company) (“CHD”) (now Criteria CaixaCorp, S.A.) entered into a side
agreement in relation to their ownership interest in Hisusa, Holding de Infraestructuras y Servicios Urbanos, S.A.,
which at that time held 47.19% of the share capital of Sociedad General de Aguas de Barcelona, S.A.

38



Notified as a significant event on 19 July 2006.

"WITNESSETH

Whereas on 27 December 1991 LYONNAISE DES EAUX DUMEZ and “la Caixa” entered into certain
agreements (hereinafter “the AGREEMENTS") providing for the entry by “la Caixa” into the shareholder
structure of LYONNAISE ESPANA, S.A. which would subsequently be called HISUSA Holding de
Infraestructuras y Servicios Urbanos, S.A. (hereinafter “HISUSA”) and in which LYONNAISE DES EAUX
DUMEZ and “la Caixa” would hold ownership interests of 51% and 49%, respectively.

Whereas since then LYONNAISE DES EAUX DUMEZ has undergone numerous changes with its
merger with COMPAGNIE FINANCIERE DE SUEZ and subsequently, with various spinoffs, changes of
which “la Caixa” has acknowledged its awareness.

As for the matter now in question, SUEZ owns all the shares of SE, which, in turn, owns all the shares of
SEE, a company that owns 51% of the share capital of HISUSA.

Also, at the current date, “la Caixa” owns an indirect holding in HISUSA, through CHD, which is wholly
owned by “la Caixa”, of which SUEZ has acknowledged its awareness.

Whereas, in addition, certain of the AGREEMENTS have been modified in practice by consensus, and,
accordingly, the Parties consider it appropriate to take the AGREEMENTS to have been terminated and,
based on the current situation, enter into a new agreement that provides for and regulates their future
relationship as shareholders of HISUSA (hereinafter “the Agreement”).

Whereas the AGREEMENTS have not yet had to be made public in accordance with Transitional
Provision Three-1 of Law 26/2003 of 17 July.

Accordingly,

THEY HEREBY AGREE AS FOLLOWS

The Parents, which currently acknowledge themselves as Parties and legal successors in the
AGREEMENTS, even though the holding in HISUSA is indirectly owned, agree to terminate the
AGREEMENTS, rendering them void for the purposes of the following, effective from this same date.

The Parents undertake to maintain their historical and current ownership interests in the share capital of
HISUSA, in the proportion of 51% for SUEZ and 49% for “la Caixa”.

The Board of Directors of HISUSA will be made up of four members designated on an equal-footing
basis, with the position of Chairman being designated by annual rotation by each Shareholder. The
Chairman shall not have a casting vote in the event of a tied vote.

The Parties acknowledge SE’s status as Industrial Partner at Sociedad General de Aguas de Barcelona,
S.A. through HISUSA, and, consequently, will promote the exchange of technical cooperation, good
practices and research and development policies between the two companies in the water industry.

The Parents undertake to ensure that the Shareholders do not fully or partially transfer their current

ownership interests in HISUSA, or that held by them at any given time, without the prior express written
agreement of the other Shareholder.

In the event of disagreement, any of the Parties may request the dissolution and liquidation of HISUSA,
in accordance with the procedure described in Clause VIII of this Agreement.
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VI.-

VII.-

VIII.-

In the event of a change of control at either of the Parties (not counting as such the new shareholder
structure resulting, where applicable, from the merger in progress between SUEZ and Gaz de France), in
a maximum period of 3 months from the date on which this effectively takes place, the Shareholder of
the Group not affected by the change of control shall be entitled, but not obliged, to demand the
dissolution and liquidation of HISUSA in accordance with the principles (but not necessarily the
timeframes) set down in Clause VIII of this Agreement.

The Parties may transfer their rights and obligations arising from this Agreement to: (i) a wholly-owned
subsidiary, with sufficient solvency to meet the obligations transferred; or (ii) a parent holding all of the
shares of the respective Party, with sufficient solvency to meet the obligations transferred.

The requirement to be a wholly-owned subsidiary or sole-shareholder shall be maintained throughout the
term of this Agreement; otherwise the Parent of the assigning Party shall be jointly and severally liable
for the non-fulfilment thereof.

All other cases relating to the transfer of rights and obligations shall require the express written consent
of the Parents, which may be refused without having to give any explanation.

Any transfer of rights or obligations shall require the simultaneous written adhesion of the new Party to
this Agreement.

Either of the Shareholders may request in writing to the other Shareholder the dissolution and liquidation
of HISUSA at any time.

In the event of such a request, each Shareholder must transmit this request to its Chairman in a period
of no more than 30 calendar days from the date on which the request was made or received.

The Chairmen of the Shareholders will have a period of three months from the receipt of the initial
request to examine the existing situation and whether in the opinion of the two Shareholders it is
advisable to continue with this Agreement.

If the Chairmen of the Shareholders do not reach agreement within this period of time, each of the
Shareholders will submit the matter to the Chairman of its Parent, who will have an additional three
months, from the end of the previous three-month period, to examine the situation.

In any event, absent an agreement to the contrary resulting from talks between the Chairmen of the
Parents, which must be formalised in writing within the stated six-month period, the dissolution must
have been agreed upon before nine months have elapsed from the date of the initial request for
dissolution.

If HISUSA is dissolved and liquidated, the Parties undertake not to enter into new agreements with third
parties in relation to Sociedad General de Aguas de Barcelona, S.A. within one calendar year from the
date on which the shares in the portfolio of HISUSA were transferred, without the express written
consent of the Parents.

The dissolution and liquidation of HISUSA shall be performed in accordance with the following principles:

1. In general, assets shall be measured in accordance with measurement bases generally
accepted in Spain and the shares of companies listed on the stock exchange shall be
measured at the weighted average exchange in the last three months prior to the dissolution
and liquidation agreement.

For this purpose, a Joint Valuation Committee shall be appointed and, in the event of
disagreement, the Geneva (Switzerland) Chamber of Commerce and Industry shall designate,
at the behest of either of the Parties, an arbitrator (not from a Party) who shall measure the
assets in accordance with the aforementioned bases.
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XI.-

XIl.-

2. On liquidation, the shares and cash, if any, owned by HISUSA shall be attributed to the
Shareholders on the basis of their ownership interest in HISUSA at that time. For clarification
purposes, should HISUSA hold ownership interests in more than one company, the shares of
each company shall be attributed to the Shareholders on the basis of their ownership interest in
HISUSA at that time.

3. Dissolution and liquidation may be replaced by another procedure, provided that the
Shareholders are in agreement.

4. In any event, Clause IX of this Agreement must be taken into account.

The Parties agree that the tax costs arising from Clause VIII of this Agreement shall be borne by each of
the Shareholders in proportion to their ownership interest in HISUSA. Dissolution and liquidation may be
replaced by another less costly procedure, provided that the Shareholders are in agreement. In
particular, the possibility of maintaining HISUSA may be considered, if necessary, in order to maintain all
or part of the shareholding of one or both of the Shareholders, provided that this is not more costly for
either of the Shareholders. In any event, the provisions of the following paragraph must be taken into
account.

The tax costs relating to the unrealised gains in the securities portfolio of LYONNAISE ESPANA, S.A.
(now HISUSA) at 27 December 1991 shall be borne in full by SUEZ, directly or indirectly, when the gains
are realised or when they become imputable for tax purposes, irrespective of HISUSA'’s other results.

The unrealised gains shall be calculated by multiplying the total number of shares of Sociedad General
de Aguas de Barcelona, S.A. held in the share portfolio of LYONNAISE ESPANA, S.A. (now HISUSA) at
27 December 1991 by the difference between (i) the value per share of Sociedad General de Aguas de
Barcelona, S.A. agreed on by the Parties at that date, i.e. EUR 20.735; and (ii) the tax cost per share of
the portfolio at 27 December 1991.

Any lawsuits, conflict or dispute that may arise between the Parties in relation to the validity,
interpretation, execution or fulfilment of this Agreement shall be resolved through arbitration at the
Geneva Chamber of Commerce and Industry, pursuant to Swiss International Arbitration Rules in force
at the date that the arbitration notification is presented as in conformity therewith. The Parties undertake
to comply with the arbitral award rendered.

The Parties agree that this Agreement shall have an indefinite term.

The regime governing the communication and dissemination of this Agreement shall be that provided for
in Spanish law with which the Parties hereby state that they are familiar.

Addenda

First addendum

On 21 November 2007, Suez, S.A. (SUEZ), Caja de Ahorros y Pensiones de Barcelona (“la Caixa”), Suez
Environnement (SE), Suez Environnement Espafia S.L., Sole-Shareholder Company (SEE) and Criteria
CaixaCorp, S.A. (CRITERIA CAIXACORP) (formerly Caixa Holding, S.A. Sole-Shareholder Company)
executed an addendum to the Agreement dated 18 July 2006.
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Notified as a significant event on 21 November 2007.
“WITNESSETH

.- Whereas on 18 July 2006 the Parties entered into an agreement in relation to their ownership interests in
HISUSA, which was notified and registered in the public registers of the Spanish National Securities
Market Commission on 19 July 2006 (hereinafter “the Agreement”). Unless otherwise stated, the terms
defined in this addendum shall have the same meaning as that assigned in the Agreement.

Il.- Whereas the Parties agreed to strengthen their presence in the shareholder structure of SOCIEDAD
GENERAL DE AGUAS DE BARCELONA, S.A. (SGAB), to which end, on 1 October 2007, SE, SEE,
CRITERIA CAIXACORP and HISUSA launched a joint takeover bid for all the shares of SGAB, over
which they also agreed to exercise concerted joint control thereafter.

.- Whereas for the purposes of supplementing and, where necessary, clarifying the Agreement, the Parties
HEREBY AGREE AS FOLLOWS

ONE.- The Parties acknowledge and state that the sole object of the Agreement is to regulate their ownership
interests in SGAB through HISUSA, without prejudice to the provisions of Clause VIII of the Agreement.

TWO.- As a result of the joint takeover bid for all the shares of SGAB launched by SE, SEE, CRITERIA
CAIXACORP and HISUSA, the Parties agree to manage and exercise thereafter joint control over SGAB, even
though the percentages of ownership of SE and CRITERIA CAIXACORP in HISUSA are 51% and 49%,
respectively, and also without prejudice to the acknowledgment of SE’s status as an Industrial Partner at SGAB,
under the terms stated in Clause IV of the Agreement. Consequently, the Parties shall jointly exercise their rights
as shareholders of HISUSA, exclusively in connection with the current or future ownership interest of HISUSA in
SGAB and the rights inherent to their respective current or future direct and indirect ownership interests in SGAB,
on a concerted basis and in order to establish a common policy for the management of SGAB.

Pursuant to the provisions of the Agreement, the Board of Directors of HISUSA shall be made up of four members
designated on an equal-footing basis, with the position of Chairman being designated by annual rotation by each
Shareholder. The Chairman shall not have a casting vote in the event of a tied vote.

The concerted exercise of the rights of the Parties, in their capacity as direct and indirect shareholders of SGAB,
shall end upon the dissolution and liquidation of HISUSA or the finalisation of such procedure as might replace
them pursuant to Clause VIII of the Agreement.

THREE.- The Agreement refers solely and exclusively to the ownership interest held by HISUSA in SGAB and
does not affect any other current or future ownership interest held by HISUSA in any other company and,
accordingly, there is no additional agreement between the Parties, each one having full and absolute autonomy
with regard to the acquisition and management of other equity investments.

Unless expressly established otherwise in this document, the Agreement shall remain unaltered in its original
terms and conditions, and the Parties have ratified their respective obligations pursuant thereto.”

2) Second addendum

On 19 December 2007, Suez, S.A. (SUEZ), Caja de Ahorros y Pensiones de Barcelona (“la Caixa”), Suez
Environnement (SE), Suez Environnement Espafia S.L., Sole-Shareholder Company (SEE) and Criteria
CaixaCorp, S.A. (CRITERIA CAIXACORP) (formerly Caixa Holding, S.A., Sole-Shareholder Company)
executed a second addendum to the Agreement dated 18 July 2006.
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Notified as a significant event on 19 December 2007.
“WITNESSETH

I.- On 21 November 2007, SEE and CRITERIA CAIXACORP, in their capacity as direct shareholders of
HISUSA (hereinafter “the Shareholders”), jointly with SUEZ, “la Caixa” and SE, agreed to an addendum
(“the Addendum”) to the agreement entered into on 18 July 2006 (jointly, “the Agreement”) in relation to
their direct and indirect ownership interest in Sociedad General de Aguas de Barcelona, S.A. (SGAB).

Il.- In accordance with the Addendum, the Parties agreed to manage and exercise joint control over SGAB.
Consequently, the Parties agreed to jointly exercise their rights as shareholders of HISUSA, exclusively
in connection with the current or future ownership interest of HISUSA in SGAB and the rights inherent to
their respective current or future direct and indirect ownership interests in SGAB, on a concerted basis
and in order to establish a common policy for the management of SGAB.

lll.- In order to enact and implement the aforementioned agreement relating to SGAB, the Parties
HEREBY AGREE AS FOLLOWS

One.- The Parties agree to exercise their voting rights as shareholders of SGAB, in representation of
their current or future direct and indirect ownership interest in SGAB, in accordance with the following
procedure:

0] When a General Meeting of SGAB is called, the Board of Directors of HISUSA shall agree on
how the direct ownership interest of HISUSA in SGAB will vote and shall designate a
representative (“the Representative”) to attend the General Meeting of SGAB with the
appropriate voting instructions.

(i) The Parties shall vote by virtue of their direct investment in SGAB and of the ownership interest
held by any company in their respective groups in SGAB as agreed upon by the Board of
Directors of HISUSA.

(i) The Parties shall designate the same Representative to vote in representation of their
respective direct ownership interests in SGAB as agreed by the Board of Directors of HISUSA.

(iv) Should the Representative receive voting instructions from any Party that differ from those
received from the Board of Directors of HISUSA, the Representative shall not be able to vote
on behalf of the direct ownership interest in SGAB of that Party.

Two.- In relation to the Board of Directors of SGAB, the Parties agree as follows:

0] The Parties undertake to appoint the nominee directors of SGAB that correspond to the
ownership interest of HISUSA and/or the direct or indirect ownership interest of the Parties in
SGAB on an equal-footing basis at all times between the groups headed by SE and CRITERIA
CAIXACORP.
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(i) The Shareholders agree to urge the nominee directors designated, directly or indirectly, by
them in the Board of Directors of SGAB to reach a consensus prior to the meetings thereof on
their position with respect to the items on the agenda during those meetings. The nominee
directors must consult the designating shareholder on any aspect that might be required to
obtain consensus.

(i) The foregoing is understood to be without prejudice to the fulfilment of legal duties and
obligations arising from and inherent to the position of director in SGAB and the requirement for
the director to tailor his conduct to the corporate interests of SGAB at all times.

Three.- It is hereby stated that the provisions of the previous agreements shall be terminated with the
dissolution and liquidation of HISUSA or the finalisation of such procedure as might replace it pursuant to Clause
VIII of the Agreement.

Four.-  This agreement refers solely and exclusively to the ownership interest held by HISUSA and its
shareholders in SGAB and does not affect any other current or future ownership interests held by HISUSA in any
other company, and, accordingly, HISUSA and its shareholders have total and absolute autonomy with regard to
the acquisition and management of investments in companies other than SGAB.

Unless expressly established otherwise in this document, the Agreement shall remain unaltered in its original
terms and conditions, and the Parties have ratified their respective obligations pursuant thereto.”

f)  Rules governing the appointment and replacement of the members of the Board of Directors and the
amendment of the Company’s bylaws.

The rules governing the appointment and replacement of members of the Board of Directors are
contained in Articles 123, 126, 131, 137 and 138 of the Spanish Companies Law and in Article 23 of the
Bylaws, as well as in Articles 16, 17, 18 and 19 of the Board of Directors Regulations.

The rules contained in the Spanish Companies Law mentioned above state that the appointment of directors
is the responsibility of the General Meeting, that the term of the position may not exceed six years, that the
General Meeting is entitled to remove directors at any time, that the system of representation is proportional
and that an appointment may be made by co-optation by the Board of Directors itself, if a vacancy arises,
until the next General Meeting is held.

Article 23 of the Bylaws states as follows:
Article 23.- Appointment of members of the Board of Directors.

The General Meeting is responsible for determining, between the maximum and minimum figure, the exact
number of members of the Board of Directors, as well as the appointment and removal of directors.

The election of the members of the Board of Directors by proportional representation shall be governed by
Article 137 of the Consolidated Spanish Companies Law and Royal Decree 821/1991, of 17 May, enacting it.

The directors shall be appointed for a term of five years, notwithstanding the fact that they may be re-elected
one or several times for the same period.

If vacancies arise during the term for which the directors are appointed, the Board may designate from
among the shareholders persons to occupy the vacancies until the next General Meeting is held.
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For the aforementioned purposes, the term of the position of director shall end on the date on which the
Annual General Meeting is held for the year in which the five-year term under the Bylaws is completed, or on
the date on which the term ends for holding the Meeting without it having been held, unless previously,
within the aforementioned year, once the term of the position has expired, a General Meeting is held, at
which time it shall end.”

The Company Bylaws do not require any special quorum other than those established by law for the
appointment and removal of members of the Board of Directors.

Article 16 of the Board of Directors Regulations refers to the appointment of members of the Board of
Directors, stating that they shall be appointed by the General Meeting or by the Board of Directors in
accordance with the terms of the Spanish Companies Law and the Bylaws, and establishes that the
proposals submitted by the Board to the General Meeting in relation to appointments of Board members and
decisions to make appointments, by virtue of the powers of co-optation attributed to it by law, must be
preceded by the related proposal from the Appointments and Remuneration Committee in the case of
independent Board members and by a report in the case of all other Board members.

Article 17 of the Board of Directors Regulations establishes that the Appointments and Remuneration
Committee shall endeavour to ensure that the elected candidates are persons of renowned solvency,
competence and experience and it must be especially thorough in relation to persons proposed as
independent Board members. The above Article also includes the requisites to be met by independent Board
members in accordance with the definition of an independent Board member laid down in the Unified Code
of Good Governance.

Article 18 of the Board of Directors Regulations refers to the term of the position of Board member in
accordance with the provisions of the Bylaw Article transcribed above and states that if, following a report
from the Audit and Control Committee, the Board of Directors considers that the Company’s interests have
been put at risk, the Board member completing his mandate or who, for any other reason, ceases to
discharge his duties, may not provide services at another entity with a similar object to the Company’s for a
term to be established which, in no event, may exceed two years.

In addition, Article 19 of the Board of Directors Regulations states that Board members shall be removed
from their positions when the period for which they were appointed has expired and at the decision of the
General Meeting, using the authority conferred upon it by the law and the Bylaws, and that Board members
must tender their resignation to the Board of Directors and, if the Board considers it appropriate, resign in
the following cases:

a) When they cease to hold the executive position to which their appointment as Board member is
associated;

b) When they become subject to any incompatibility or prohibition provided for by law;

c) When they are prosecuted for an allegedly criminal offence or are subject to disciplinary
proceedings due to a serious or very serious misdemeanour brought by the supervisory authorities;
and

d) When their remaining on the Board of Directors could put the Company’s interests at risk or when

the reasons for which they were appointed no longer exist. The latter shall be deemed to occur with
respect to a nominee director if the entire interest they own or whose interests they represent is
disposed of and when the reduction of their interest also requires the reduction of their nominee
directors.

The rules governing the amendment of the Bylaws are regulated in Articles 144 to 170 of the Spanish
Companies Law and in Article 14 of the Bylaws, which merely establishes the reinforced quorum of the General
Meeting under the terms of the related legislation.

This means that in order to amend the Bylaws, the General Meeting must be held with an attendance quorum of
50% of the capital at the first call and of 25% at the second call and when the attending shareholders do not
represent 50% of the capital, the voting quorum is two-thirds of the capital present at the Meeting. In addition,
when proposing an amendment to the Bylaws, the Board must draft the proposed new text and prepare a report
to be made available to the shareholders when the Meeting is called.
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9)

Powers of the members of the Board of Directors a  nd, in particular, those relating to the possibilit y
of issuing or repurchasing shares

The Chairman of the Board of Directors, Jorge Mercader Mir6, has been delegated all the powers of the
Board, except for those which cannot be delegated by law or per the Bylaws, and no other member of the
Board has been delegated other powers, notwithstanding the delegation of powers to the Executive
Committee.

I.- In particular, as regards the possibility of issuing shares, the Board of Directors as such is empowered
by the General Meeting to resolve to increase capital pursuant to Article 153.1b) of the Spanish Companies
Law, and the Board of Directors may delegate this power to the Executive Committee.

In addition, in relation to the exercise of this power to increase capital, the Board is empowered to disapply
the pre-emptive subscription right when this is in the Company’s interest, in compliance with the provisions
of Article 159.2 of the Spanish Companies Law.

The above delegations were conferred at the Annual General Meeting held on 30 May 2003 for a maximum
of five years, and at 31 December 2007, the remaining balance relating to the authorisation granted
amounted to EUR 66,376,330.

Il.- The shareholders at the Annual General Meeting held on 20 May 2003 also authorised the Board of
Directors to issue debentures convertible into or exchangeable for shares up to a total amount of EUR 500
million, in five years.

The Board was also empowered to disapply the pre-emptive subscription right in the issue of convertible
debentures. The Meeting also authorised the Board to delegate this right to the Executive Committee and/or
the Chairman.

The Board has not made use of the authorisation granted by the Meeting to issue convertible debentures.

lll.- The shareholders at the Annual General Meeting held on 19 May 2006 resolved to limit the
authorisation granted to the Board of Directors at the Annual General Meeting of 30 May 2003 to issue
debentures and other fixed-income securities to issues convertible into and/or exchangeable for shares of
the Company itself, maintaining the figure provided in the resolution of up to EUR 500 million, as well as the
envisaged term of five years, and granted a separate new authorisation to the Board of Directors — which, in
turn could delegate - so that it may resolve, on one or more occasions, to issue any type of fixed-income
security or debt instrument, except for issues convertible into and/or exchangeable for shares in the
Company itself (to be subject to the specific authorisation relating thereto), in any of the forms permitted by
law, including promissory notes, bonds, warrants, preference shares, debentures, other bonds, of any type,
include subordinated or simple ones or ones with any manner of collateral, directly by the Company or
through corporate vehicles and, in this case also, with or without a guarantee from Sociedad General de
Aguas de Barcelona, S.A., up to a limit of EUR 3,000 million in total, or the equivalent in foreign currency,
provided that the applicable legal limits are not exceeded, where applicable, both through definitive issues or
the extension of other prior issues, authorisations or programmes.

For the purposes of the authorisation and its limits, issues of promissory notes and other debt instruments
that mature within 18 months shall be computed at the amount of the outstanding balance at any given time.

The authorisation was granted for a term of five years and, in any case, promissory note programmes shall
be deemed to be covered by the current authorisation when they are approved, although renewals thereof
shall be covered by the authorisation in place when they arise.

The Board has not made use of this authorisation granted by the Meeting.

IV. As regards the purchase of Company shares, the shareholders at the Annual General Meeting held on 29
June 2007 authorised the Board of Directors so that it could, by itself or through its authorised
representatives or attorneys-in-fact, directly on behalf of the Company or indirectly through an investee,
acquire shares of the Company derivatively, in a sale and purchase or swap transaction, or through any
other means permitted by law, up to a maximum of 7,482,085 shares, at a price not exceeding by more than
15% or less than 15% of the closing market price of the previous day. This authorisation shall be for a
maximum term of 18 months from the date on which the related resolution is adopted by the Meeting.
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h) Significant agreements entered into by the Compan  y which will come into force, be modified or
terminate in the event of a change in control over the Company resulting from a takeover bid, and
their effects, except when dissemination thereof ma  y be seriously detrimental to the Company

The Company has not entered into any agreements that will come into force, be modified or terminate in the
event of a change in control over the Company resulting from a takeover bid.

i) Agreements between the Company and its directors , management personnel or employees
which provide for termination benefits when the lat ter resign or are dismissed without justification o r
if the employment relationship ends as a result of a takeover bid

The Company does not have any agreements with its directors that provide for termination benefits when the
latter cease to hold their positions.

The Company has agreements with the management personnel whose employment relationships are
governed by Royal Decree 1382/1985 regulating special senior management employment relationships
whereby, under the provisions of such legislation, in the event that such personnel are dismissed without
justification, they are entitled to termination benefits amounting to two years of their annual remuneration,
plus another amount equal to a yearly salary payment, due to the non-competition clause, for a year
following termination of their employment.

At 31 December 2007, there are five members of senior management with senior management contracts
containing a termination benefit clause in the terms described above and, in addition, one of these persons
also has a clause enabling him to terminate the contract unilaterally in the event of a change in the position
of Chairman or a change in control over the Company and, with respect to the other four persons, although
there is no express clause in this connection, they are entitled under Article 10 of Royal Decree 1382/1985
to terminate the contract with the agreed-upon termination benefit in the event of unilateral withdrawal by the
employer in the cases stipulated in the aforementioned Article, which can be summarised as follows: a) a
substantial change in the working conditions to the detriment to professional training, dignity or as a result of
bad faith on the part of the employer; b) failure to pay salary or continual delays in payment; c) serious
breach of obligations by the employer and d) succession of the Company or a change in the ownership
thereof that results in a renewal of its governing bodies or the contents of, and approach to, its main activity.

At the date of preparation of this report, 28 March 2008, the termination of one of the five members of
management personnel was arranged and, on 31 March 2008, the termination of the executive whose
contract contains the special clause mentioned above will take effect. As a result, three senior management
members will remain whose contracts include special termination benefit clauses.

As regards the other employees, they are entitled to the termination benefits established in labour legislation
for the cases envisaged therein.
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Appendix |

GROUP COMPANY

Thosuands of Euros

Share Capital Reserves

Profit for the
Year

Carrying
Amount

Dividends
Received by
Agbar in 2006

Ownership Interest Held by

Agbar

Direct

Indirect

HOLDING COMPANY AND CORPORATIONS

* Agbar Capital, S.A. Sociedad Unipersonal
Avda. Diagonal, 211
08018 Barcelona

* Agbarex S.L., Sociedad Unipersonal
Avda. Diagonal, 211
08018 Barcelona

* Fundacié Agbar, Centre d'Estudis
i Investigacio del Medi Ambient
Ctra. Sant Joan Despi, nim. 1
08940 Cornella de Llobregat

* Agbar Servicios Compartidos, S.A.
Avda. Diagonal, 211
08018 Barcelona

** Comagua, Comercial de Aguas S.A.
Alona, 33
03007 Alicante

* Agbar Global Market, S.A., Sociedad Unipersonal
Girona, 176
Barcelona

d INUSA Sociedad de Inmuebles, S.A.
Ava. Ricardo Soriano, 72, 42 D
29600 Marbella (Malaga)

* Agbar International B.V.
Strawinskylaan, 3105
1077 ZX Amsterdam (Holanda)

WATER AND WATER TREATMENT

DOMESTIC
* Agbar Mantenimiento,S.A.
Bergueda, 20-24
08029 Barcelona
* Aquagest Levante, S.A.
Los Doscientos, 6, Entlo. C, esc. Izqda
03007 Alicante
** Ingenieria, Tecnologia y Servicios del Aguay
Medio Ambiente, S.L., Sociedad Unipersonal (SEDELAM)
Ntra. Sra. de los Buenos Libros, 3
30008 Murcia
* Aquagest Region de Murcia, S.A.
Ntra. Sra. de los Buenos Libros, 3
30008 Murcia
* CETaqua, Centro Tecnoldgico del Agua, Fundacion Privada
Avda. Diagonal, 211
08018 Barcelona
* Interagua, Servicios Integrales del Agua, S.A., Sociedad Unipersonal
Avda. Diagonal, 211
08018 Barcelona
* Sociedad de Explotacion de Aguas
Residuales, S.A. (SEARSA)
Bruc, 49, 3° 1°
08009 Barcelona
* SOREA, Sociedad Regional de
Abastecimiento de Aguas, S.A.
Avda. Diagonal, 211
08018 Barcelona
il Aguas Término de Calvia, S.A.
Gran Via Puig de Castellet, 1
Complejo Boulevard, Bloque 3, local 2
Santa Ponga
07180 Calvia (Mallorca)
il Aigua de Rigat, S.A.
Comarca, 47
08700 Igualada (Barcelona)
sl Construccions i Rebaixos, S.L.
Comarca, 47
08700 Igualada (Barcelona)
** Aiglies Sant Pere de Ribes, S.A.
Onze de setembre, 4 bjs. Drcha.
08810 Sant Pere de Ribes (Barcelona)
** Anaigua, Companyia d'Aigles de I'Alt
Penedés i | 'Anoia, S.A., Societat Unipersonal
Avda. Diagonal, 211
08018 Barcelona
** Aquagest Sur, S.A.
Avda. Luis de Morales, 32, Edificio Férum, Planta 4 M6
41018 Sevilla
** Netaigua Serveis de I'Aigua, S.A.
Avda. Diagonal, 211
08018 Barcelona
i Aquagest, Promocién Técnicay
Financiera de Abastecimientos de Agua, S.A.
Avda. Diagonal, 211
08018 Barcelona
i Aqua/plan, S.A.
Avda.Diagonal, 211, 42
08018 Barcelona
il Asturagua, S.A.
Marqués de Santa Cruz, 10, 3°
33007 Oviedo (Asturias)

61 136

9.210 23.758

1.022 68

5.121 5.553

1.710 4.862

5.054 8.171

2,000 (524)

18 2.168

2.193 3.726

11.055 12.247

301 193

8.085 7.909

774 6.491

2.062 692

110.445 49.950

150 1.284

666 4.075

61 732

1.000 266

767 (87)

82.151 4611

100 @)

29.482 29.478

377 1.657

362 2231

(152)

14531

431

2.580

5.860

(173)

536

3.377

11.255

401

6.541

1471

285

24.469

166

853

399

232

(51)

3.560

(13)

8.298

167

1.258

45

18.418

10.306

18.103

2.025

5.278

6.738

16.059

15.556

3.195

126.427

6.372

2.833

14.526

458

76

17.387

100

100

100

100

100

100

100

100

100

80

100

100

100

75

50

100

80

68

100

97

100

50

100

100

100

50

* Companies in which Agbar has a direct ownership interest.

** 1o **+k Companies in which Agbar has an indirect owership at various levels.

F) Companies in the consolidated tax group.
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GROUP COMPANY

Thosuands of Euros

Share Capital

Reserves

Profit for the
Year

Carrying
Amount

Dividends
Received by
Agbar in 2006

Ownership Interest Held by

Agbar

Direct

Indirect

il Aguas del Norte, S.A. (ANSA)
Avda. Lehendakari Aguirre Etorbidea, 29 - 6°
48014 Bilbao
il Aguas de Valladolid, S.A.
General Ruiz, 1
47004 Valladolid
il Gestion de Aguas de Aragon, S.A.
Comuneros de Castilla, 1
50001 Zaragoza
***  Canaragua, S.A.
Avda. Manuel Hermoso Rojas, 4, 12 Oficinas 6-7
38003 Sta. Cruz de Tenerife
% Pozos y Recursos del Teide, S.A.
San Agustin, 8
38201 La Laguna (Sta. Cruz de Tenerife)

INTERNATIONAL

United Kingdom

* Bristol Water Group, Ltd

PO Box 218, Bridgwater Road

Bristol BS99 7AU UK

Bristol Water Holding, Ltd

PO Box 218, Bridgwater Road

Bristol BS99 7AU UK

sl Bristol Water Core Holding, Ltd
PO Box 218, Bridgwater Road
Bristol BS99 7AU UK

****  Bristol Water, plc
PO Box 218, Bridgwater Road
Bristol BS99 7AU UK

sl Verdan Group, Ltd
PO Box 218, Bridgwater Road
Bristol BS99 7AU UK

****  Bristol Water Services, Ltd
PO Box 218, Bridgwater Road
Bristol BS99 7AU UK

Central America

* Interagbar de México, S.A. de C.V.
Avda.Hidalgo, 107 - Centro Historico
Delegacion Cuauhtemoc
06300 México Distrito Federal

South America

* Agbar Chile, S.A.

El Golf 40, Piso 13
Santiago de Chile (Chile)

** Cia. Hisp. Amer. Serv., S.A. (CHAS)
Avda.Isidora Goyenechea, 3642 piso 4
Las Condes - Santiago de Chile (Chile)

sl Brisaguas, S.A.

Avda.Isidora Goyenechea, 3642 piso 4
Las Condes - Santiago de Chile (Chile)

* Agbar Latinoamérica, S.A.

Isidora Goyenechea N°2939 Deptoll

Las Condes - Santiago de Chile (Chile)
sl Agbar ConoSur, Ltd.

Isidora Goyenechea N°2939 Deptoll

Las Condes - Santiago de Chile (Chile)

[** Inversiones Aguas del Gran Santiago, S.A.
El Golf 40, Piso 13
Santiago de Chile (Chile)

il Inversiones Aguas Metropolitanas, S.A.
El Golf 40, Piso 13
Santiago de Chile (Chile)

****  Aguas Andinas, S.A.

Avda. Presidente Balmaceda, 1398
Santiago de Chile (Chile)

[+ Andlisis Ambientales, S.A.
Camilo Henriquez, 540
Puente Alto (Santiago de Chile)

***+*  Eco-Riles, S.A.

Avda.Presidente Balmaceda, 1398
Santiago de Chile (Chile)

***  Gestion y Servicios, S.A.
Avda.Presidente Balmaceda, 1398
Santiago de Chile (Chile)

*ak - Aguas Manquehue, S.A.
Avda.Presidente Balmaceda, 1398
Santiago de Chile (Chile)

<% Aguas Cordillera, S.A.

Presidente Balmaceda 1398
Santiago de Chile (Chile)

**** Aguas Los Dominicos, S.A.
Avda.Presidente Balmaceda, 1398
Santiago de Chile (Chile)

HEALTHCARE

* Compaiiia de Seguros Adeslas, S.A.
Principe de Vergara, 110
28002 Madrid

** Adeslas Dental, S.A. Sociedad Unipersonal
Joaquin Costa, 35
28002 Madrid

d General de Inversiones Alavesas, S.L.
Plaza Amarica, 4
01005 Vitoria

[ General de Inversiones Tormes, S.A.
Arco, 7-9
Salamanca

5

H

1.743

12.000

570

2.404

70

1.401

10.113

8.089

8.089

1.061

2.550

239.102

660

2111

55

167.028

306.487

557.007

179.247

305

372

828

9.706

190.645

3.341

66.696

443

1.200

5.000

(390)

(1.160)

661

59.083

1.496

51.008

11.822

90.480

(631)

(1.079)

1.398

133.991

399

(548)

33.992

33.583

142.489

60.900

201.597

704

2781

101

10.657

(70.326)

4.785

146.517

773

(440)

158

(79)

(157)

6.446

94

(5.652)

619

25.256

1.203

55

1.122

30.728

®)

(93)

6.508

16.122

39.240

58.736

119.801

1.141

1.764

1.752

3.459

24.196

1.600

68.160

1.275

23

(185)

256.623

4.612

126.510

57

55.380

8.595

577

24.040

100

100

44

100

55

100

100

100

90

90

100

100

100

100

100

56

50

26

100

100

57

28

28

28

28

28

28

28

55

55

55

* Companies in which Agbar has a direct ownership interest.
** 1o **+k Companies in which Agbar has an indirect owership at various levels.

F) Companies in the consolidated tax group.
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GROUP COMPANY

Thosuands of Euros

Share Capital

Reserves

Profit for the
Year

Carrying
Amount

Dividends
Received by
Agbar in 2006

Ownership Interest Held by

Agbar

Direct

Indirect

i Granada Salud, S.A.
Pedro Antonio de Alarcén, 60 bajo
18002 Granada
[** Grupo lquimesa, S.L., Sociedad Unipersonal
Plaza América, 4 bajos
01005 Vitoria
il Iguimesa Servicios Sanitarios, S.L. Sociedad Unipersonal
Plaza América, 4 bajos
01005 Vitoria
** Infraestructuras y Servicios de Alzira, S.A.
Carretera de Corbera KM. 1
46600 Alzira - Valencia
** UMR, S.L.
Principe de Vergara, 110
28002 Madrid
sl Alianza Médica Leridana, S.A.
Bisbe Torres, 13
25002 Lleida
***  Casade Reposo Sanatorio Perpetuo Socorro,S.A.
Doctor Gémez Ulla, 15
03013 Alicante
***  Hemodinamica Intervencionista de Alicante, S.A.
Doctor Gémez Ulla, 15
03013 Alicante
=+ Tomografia Axial Computarizada de Alicante, S.A.
Pl. Dr Gémez Ulla 15
03013 Alicante
il Centro Médico de Zamora, S.A.
Rda. San Torcuato, 15
49006 Zamora
il CLINSA, S.A.
Arturo Soria. 103
28043 Madrid
sl Clinica Parque San Antonio, S.A.
Avda. Pintor Sorolla, 2
29016 Malaga
****  Unidad de Radiologia Cardiovascular Andaluza, S.A.
Avda. Pintor Sorolla, 2
29016 Malaga
sl Gestion Sanitaria Gallega, S.L., Sociedad Unipersonal
Via Norte, 54
36206 Vigo (Pontevedra)
***  Plaza Salud 24, S.A.
Principe de Vergara, 110
28002 Madrid
sl Sanatorio Nuestra Sefiora de la Salud de Granada, S.A.
Ntra. Sra. De la Salud s/n
18014 Granada
il Sanatorio Virgen del Mar-Cristébal Castillo, S.A,
Ctra. Mami, Km 1 s/n
04120 Almeria
sl UMR Canarias, S.L., Sociedad Unipersonal
Perojo, 6
Las Palmas de Gran Canaria
***  Clinica Santa Catalina, S.A.
Leon y Castillo, 292
Las Palmas de Gran Canaria
****  Limpiezay Mantenimiento Hospitalarios, S.L.
Perojo, 6
Las Palmas de Gran Canaria

OTHERS

* Agencia Servicios Mensajeria, S.A.
Miguel Fleta, 14-16
28037 Madrid

** ASM Transporte Urgente Andalucia, S.A.
Lima 7
29006 Malaga

** Mallorca Servicios Mensajeria, S.L.
Gremi Forners, 16 Pol. Ind. Son Castelld
07009 Palma de Mallorca

* Aguas de Levante, S.A. (ADL)
Avda. Diagonal, 211
Barcelona

* Tribugest, Gestion de Tributos, S.A.
Avda.Diagonal, 309, 2° A
08013 Barcelona

313

6.912

1.276

1.250

8.889

1.418

3.065

270

467

325

7.020

3.104

138

1.522

226

2.848

213

2.000

1.679

3.065

121

10

1.688

1.470

110

33.345

5411

669

45.166

978

3.603

248

887

(10)

1.109

776

1.281

4.116

180

149

4.079

7.989

11.713

58

97

406

174

560

(481)

1.982

178

241

4.900

71

1.514

154

67

(450)

2.333

404

536

1.410

389

693

1.950

(667)

1.033

(757)

(44)

222

972

1.948

2.464

1.177

232

80

100

60

55

55

55

28

55

a7

41

27

23

45

53

54

28

55

27

55

54

55

49

49

56

56

* Companies in which Agbar has a direct ownership interest.
** 1o **+k Companies in which Agbar has an indirect owership at various levels.
F) Companies in the consolidated tax group.
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ASSOCIATE

Thousands of Euros

Share Capital

Reserves

Profit for the
Year

Net Carrying
Amount

Dividends
Received by
Agbar in 2005

Agbar Ownership Interest

Direct

Indirect

WATER AND WATER TREATMENT

DOMESTIC

ok Aguas de Albacete, S.A.
Avda Isabel la Catélica, 4 bajos
02005 Albacete

“**  Aguas de Arona, S.A.
Plaza del Cristo de la Salud, 1
38640 Arona (Santa Cruz de Tenerife)

** Aguas de Cieza, S.A.
José Pérez Gémez, 2 bis
30530 Cieza - Murcia
Aguas de Lucena, S.L.
Avda. del Parque, 41
14900 Lucena (Cérdoba)

©x  Aguas de Telde, Gestion Integral del Servicio, S.A.
Los Msicos, s/n, Desaladora de Agua de Mar Salinetas
35200 Telde - Gran Canaria

** Aguas del Arco Mediterraneo, S.A.
Caballero de Rodas, 22
03180 Torrevieja - Alicante

** Aguas Municipalizadas de Alicante
Empresa Mixta (AMAEM)
Alona, 31-33
03007 Alicante

ok Aguas Vega-Sierra Elvira, S.A. (AGUASVIRA)
Plaza Cuba, s/n Edificio Tres Coronas
18230 Atarfe - Granada

ok Aguas y Saneamientos de Torremolinos, S.A.
(ASTOSAM)
Loma de los Riscos, 2
29620 Torremolinos

hid AIE Bahia Gaditana
Carretera Nacional IV Km 683
11100 San Fernando (Cadiz)

** Aigues de I'Alt Emporda, S.A. (ADAMSA)
Lluis Companys, 43
17480 Roses (Girona)

** Aigles de Cullera, S.A.
Plaza de la Sal, 4
46400 Cullera (Valencia)

* Aigues de Segarra-Garrigues, S.A.
Pl. del Carme, 15, 1r, 12
25300 Tarrega (Lleida)

** Aigles d'Osona, S.A.
Bisbe Morgades, 46 entlo. 2
08500 Vic (Barcelona)

** Aigues Municipals de Paterna, S.A.
Plaza Ingeniero Castells, 1
46980 Paterna (Valencia)

** Aigles i Sanejament d'Elx, S.A.
Joan Carles |, 53 bajos
03202 Elche - Alicante

* Clavegueram de Barcelona, S.A. (CLABSA)
Acer, 16
08038 Barcelona

** Companyia d'Aiglies de Palamés, S.A.
PI. Padré, 1
17230 Palamés - Girona

** Conducci6 del Ter, S.L. (CONTER)
Bourg de Peaje, 89-97
17220 Sant Feliu de Guixols (Girona)

** Depuradores d'Osona, S.L.
Historiador Ramon d'Abadal i de Vinyals, 5
08500 Vic (Barcelona)

** Drenatges Urbans del Besos, S.L.
Avinguda Sant Julia, 241
08400 Granollers (Barcelona)

** Aguas de Jumilla, S.A.
Avenida de Levante, 32
30520 Jumilla (Murcia)

** Aguas de Lorca, S.A.
Principe Alonso, 2
30800 Lorca - Murcia

kil Aguas de Montilla, S.A.
Antonio Gala, 2
14550 Cérdoba
E.M. d'Aiglies de la Costa Brava, S.A.
Plaza Josep Pla, 4 3r, 12
17001 Gerona

** Empresa Mixta de Aguas Residuales de
Alicante, S.A. (EMARASA)
Alona, 31-33
03007 Alicante

** Empresa Mixta d'Aigiies de |'Horta, S.A.
Placeta de I'Era, 12
46900 Torrent (Valéncia)

ok Empresa Municipal de Abastecimiento y
Saneamiento de Granada, S.A. (EMASAGRA)
Molinos, 58-60
18009 Granada

** Empresa Municipal de Aguas y
Saneamiento de Murcia, S.A. (EMUASA)
Plaza Circular, 9
30008 Murcia

7.500

781

1.503

2.195

7.020

1.803

15.887

1.202

2.344

4.658

60

1.893

30.000

60

2116

12.261

3.606

1.969

18

210

300

601

3.005

1.000

600

1.965

1.803

2.656

6.087

69

123

.777)

2.885

12.702

220

1.215

12

379

(1.641)

20

356

608

411

46

51

114

574

25

20

1.724

314

1.451

7.645

175

33

183

(59)

118

1.729

4.352

1.438

956

583

95

254

360

(14)

113

1.501

939

88

122

576

38

234

1.409

(19)

665

1.225

475

3.009

4.380

6.309

1.947

536

22

54

74

74

49

25

45

74

50

20

25

11

49

48

46

49

49

56

48

25

50

49

49

25

42

50

49

24

49

* Companies in which Agbar has a direct ownership interest.
** to ****** Companies in which Agbar has an indirect owership at various levels.



Appendix Il

ASSOCIATE

Thousands of Euros

Share Capital

Reserves
Reservas

Profit for the
Resultados

Net Carrying
Amount

Dividends
Received by
Agbar in 2005

Agbar Ownership Interest

Direct

Indirect

Empresa Municipal Mixta d'Aiglies

de Tarragona, S.A. (EMATSA)
Muntanyeta de Sant Pere i Sant Pau, s/n
43003 Tarragona

Girona, S.A.

Travessia del Carril, 2 6e-3a

17001 Girona

Mina Publica d'Aigiies de Terrassa, S.A.
Societat, 26

08221 Terrassa (Barcelona)

Secomsa Aiglies, S.L.

Raval de Gracia, 38

43850 Cambrils

Empresa d'Aigiies i Serveis de Cerveraila Segarra, S.L.
Plaga Major, 1 baixos

25200 Cervera - Lleida

Sorea Rubatec AIE

Paseo de Sant Joan, 43 bajos

08009 Barcelona

Simmar, Serveis Integrals del Maresme, S.L.
Plaga Miquel Biada, 1

08302 Matar6 (Barcelona)
Sorea-Searsa-Aqualia AIE

Conde de Jaruco - Deurado

17310 Lloret de Mar

Sermubeniel, S.A.

José Antonio, 4

30130 Beniel (Murcia)

Teidagua, S.A.

San Agustin, 8

38201 La Laguna - Sta. Cruz de Tenerife

INTERNATIONAL
Central America

Aguas de Saltillo, Sociedad Anénima de Capital Variable
De la Fuente, 433 Zona centro

25000 Salltillo Coahuaila (Méjico)

Sociedad Concesionaria para la Gestion y

Fomento de los Servicios de Acueducto,

Alcantarillado, Saneamiento y Drenaje

Pluvial, S. A. (Aguas de la Habana)

Fomento, s/n, esg. Recreo y Suarte

Palatino Cerro

La Habana (Cuba)

South America

.

Aguas de Cartagena, S.A.,E.S.P. (ACUACAR)
Edif. Chambacu, Piso 2 Torices

Sector Papayal, Carrera 13B, 26-87

Cartagena de Indias (Colombia)

Aguas Argentinas, S.A.

Cerrito, 388 planta 1a.

Buenos Aires (Argentina)

CP1010

Aguas Provinciales Santa Fe, S.A.

9 de julio, 2824 1r piso

3000 Santa Fe (Argentina)

Aguas Cordobesas, S.A.

La voz del interior, 5507

Cordoba (Argentina)

H5008HJY

Empresa Depuradora de Aguas Servidas (EDAS)
Avda. Isidora Goyenechea, 3477, piso 19

Las Condes - Santiago de Chile (Chile)

China

*

Jiangsu Water Company Limited
12th Floor, Ruttonjee House,

11 Duddell Street, Central

Hong Kong (China)

HEALTHCARE

ok

.

Iguimesa Seguros de Salud, S.A.U
Pza.Amarica, 3 Bajos
01005 Vitoria

Igualatorio Médico Quirtrgico, S.A. de Seguros y Reaseguros

Maximo Aguirre, 18

48011 Bilbao

Lince Servicios Sanitarios, S.A.
Plaza de Cervantes, 6-7°

13001 Ciudad Real

Lince Asistencia Médica y Hospitalaria, S.L. Sociedad Unipersonal

Alisos, 19

13002 Ciudad Real

Seguro Colegial Médico Quirtrgico, S.A.
Alarcos, 3 entresuelo

13001 Ciudad Real

Salamanca Laboratorio Clinico, S.A.
Pozo Hilera, 6

37002 Salamanca

Sanatorio Médico-Quirtrgico Cristo Rey, S.A.
Paseo de la Estacion, 40

23008 Jaén

361

1.200

4.856

118

240

301

400

1.261

4.129

12.764

5.434

9.791

34.375

12.935

6.467

4.465

1.055

15.195

660

400

2.106

75

103

1.817

2.072

13.958

2.501

942

61

(69)

209

1.051

69

2.600

(95.584)

(59.340)

(4.929)

(12)

684

34.468

6.431

(830)

4.249

1.655

3.215

3.863

503

1.769

(165)

89

316

374

120

74

1.283

2.307

464

3.507

(20.572)

(10.279)

902

498

2613

13.514

(469)

(750)

(1.285)

237

48

630

3.542

3.056

14.282

57

31

32

46

25

26

49

49

49

49

45

36

63

49

50

49

41

50

19

16

11

21

* Companies in which Agbar has a direct ownership interest.
** to ****** Companies in which Agbar has an indirect owership at various levels.



These financial statements of Sociedad General de Aguas de Barcelona, S.A. for 2007, which include
the Balance Sheet, the Income Statement, Notes to the Financial Statements, Directors’ Report and
Appendixes | and I, were authorised for issue by the Board of Directors at their meeting of 28 March
2008, and are printed on the reverse side of XX sheets of Class 8 officially stamped paper numbered
XXXXX to XXXXX, and on the reverse side of sheet XXXXXX of the same Class 8, which carries the
signatures of the Board members.
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Manuel Raventds Negra
Second Deputy Chairman
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Board Member
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Board Member
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Board Member
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Board Member
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