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1.  Water privatisation – global dominance

· Global domination by a few

Most of the world’s water, like most of Europe’s water, is provided by public sector bodies. It is generally agreed, even by the multinational companies themselves, that this will continue to be the case. However, there are a number of local and central governments which have decided, for various reasons, to privatize water and sewerage operations.

This privatized section of the water industry has come to be dominated by a tiny number of companies. The reasons for this are historical accident.

· Historical accidents in France and the UK

For historical reasons, three private nationwide companies grew up in France, operating water concessions for a number of locval authorities. This happened nowhere else in the world, and so these three French companies – now called Suez-Lyonnaise, Vivendi, and SAUR – were the only water companies in the world which were private, used to operating across a number of different public authorities, and with the size and capital resources to take advantage of the fashion for privatization which started in the 1980s.

In the UK in 1989, the 9 water companies were privatized, and given uncontested long-term monopolies, for political and ideological reasons, by the Thatcher government. Again, this was only possible because the UK, uniquely in western Europe, had  restructured its water sector 15 years earlier, so that all the municipal operations had been merged into a small number of regional companies, state-owned but publicly accountable. Had this restructuring not taken place, there would not have been any large companies for Thatcher to privatize.

Unlike the French companies, however, the UK privatized monopolies had never had to compete, or negotiate, for concessions from political authorities. Neither had they ever had problems in making their operations profitable: the companies were given profitability as a political imperative, and even the regulator was told that his prime responsibility was to ensure the companies were profitable enough.

· All continents, same companies

Because of these accidents, and the growth of privatization, there are now privatized water concessions in cities on every continent. In every region of the world, the great majority of these concessions are run by one of the two biggest French groups – Vivendi and Suez-Lyonnaise – with a smaller number, modestly in Africa, run by the third French group, SAUR.  There are an even smaller number held by one or other of the UK companies – Thames Water, Anglian Water, United Utilities – but they have struggled to make an impression.

· Company overview

This paper, and the accompanying graphs, attempt to give an overview of the companies that dominate the world of water privatisation. It concludes with some comments on the ability of  German multinationals, such as RWE or Veba, to expand into privatized water.

2.  Suez-Lyonnaise des Eaux

A.  Strategy  and structure

Suez-Lyonnaise des Eaux (SLE) has a clear strategy to focus on utilities – energy, water, waste. It also operates in media, including TV and telecoms in France, but this is minor compared with Vivendi’s media activities (see Vivendi). It still owns a very large construction division. The group expects most of its growth to take place outside France in the next 5 years.

SLE has decided to increase to 100% its  shareholdings in three key affiliates: Tractebel (until now 50% owned), Sita (until now 50% owned), and UWR (United Water Resources, previously 30% owned.). This gives it simple 100% control of all its core activities –energy, waste and water.

SLE is a global leader in all these three sectors;

· In water, it is the largest company in the world outside France (Vivendi is larger inside France)

· In energy, it claims to be (through Tractebel) the largest private power generator in the world

· In waste, Sita is one of the two largest companies in the world, outside the USA

In water, its stated strategy is to "control resources and entire water cycle".  It plans to focus on markets in developed and emerging countries, and to extend its dominance into water treatment technologies.

SLE also emphasizes the importance, especially in developing countries, of working with partners and minimizing financial risk in concessions, where. Key points include:

SLE will typically aim for a 20-30% stake

· "Such operations are economical in terms of shareholders' equity". 
· "search for one or more financial and industrial partners";
· "search for one or more international financial partner, which bear the final political risk and the broader risk";
· "setting-up of unsecured financing, in local currency if this is authorized by the local financial markets";
· "contractual protection clauses such as the "dollarization" of tariffs, the right to review prices and investments, the principle of a project's economic and financial equilibrium and the fixing of upper limits on performance bonds".
B.  Developments in water in 1999

SLE has made major advances with its strategyu this year.

It has:

· Takeover of UWR (USA)

· SLE has started to buy up the whole of United Water Resources (UWR), the second largets private company in the USA. SLE has owned only  26% of UWR so far. This will cost $1 billion. 

· Takeover of Nalco, Calgon (USA)

SLE has also bought two major US water treatment companies in 1999 – Nalco, for $4.1billion, and Calgon for $425m. Together with the increased stake in UWR, this gives SLE a huge base in the water industry in the USA, and a huge presence in the water treatment business worldwide.

· Emos, Santiago (Chile)

SLE has won the tender for 42% of EMOS, the water company of Santiago, Chile (the second largest privatisation of 1999, after Berlin). 
 Vivendi criticised Suez-Lyonnaise for paying too much for EMOS ($2.4bn, as opposed to Vivendi’s offer of $1.4bn.
 EMOS is expected to improve the percentage of wastewater treated
, and Vivendi have benefited here, being awarded a $46.4m contract to construct a new sewage treatment plant for EMOS.
 According to one report, the state is guaranteeing EMOS a profit margin of 33%. 
; according to another, Suez-Lyonnaise will appoint 4 out of 7 of the board of directors, giving it a guaranteed management control, despite only holding 42% of the shares. 

· Other concessions: Arezzo, Sassony

SLE has also won a 25-year water concession in Arezzo, Italy (SLE owns more than 23%);  and in Sassony, Germany (a 25-year, DM 10m annual turnover water concession for a joint venture with SLE’s German subsidiary Eurawasser - 25% owned by Eurawasser, 75% owned by municipalities).

C.  Other sectors

· Energy: Tractebel 100% consolidated

Tractebel was earlier this year designated the Energy division of SLE,  The previous energy operations of SLE, Elyo, was transferred into Tractebel as part of this.  Tractebel will now become a 100% subsidiary, despite the earlier statements that it would remain a ‘Belgian’ company. Tractebel’s 12.5% stake in Stadtwerke Bremen has been sold, however.

· Waste: Sita

SLE is buying 100% of Sita, giving it full control. Sita’s operations in Australia and New Zealand were sold to WMI of the USA in June (however, WMI has since announced they will be selling these and other international operations).  Watco, Tracetbel’s waste subsidiary, has bought a large waste company in the Netherlands, with annual sales of NLG 120m/Euro 55m.

· Other

· The construction business, GTM, is also expanding: in June 1999 it won a 21-year, US$ 155m toll road concession in Chile; and SLE has bought a major French electrical installation and maintenance company,  Entreprise Industrielle.

SLE continues to sell the remaining financial operations inherited from the Suez merger. 

D.  Position in central and eastern Europe

SLE is the most established water multinational in central and eastern Europe, with concessions in Czech republic, Hungary and Slovenia (see table). It is also active in other sectors in these countries – for example, it has very strong presence in construction and road-building in both Czech republic and Hungary, and a strong position in waste management in Poland through Watco.

3.  Vivendi

A.  Strategy and structure

Vivendi adopted its new name in 1998: it was previously known as Generale des Eaux. 

Like Suez-Lyonnaise, it is also focussing on core businesses. One of these is all the utilities combined together -   water, energy, waste management, and public transport. The other is communications, which includes telecomms, television, internet, publishing and other media. Construction, organised under SGE, is treated as a third, less important business: Vivendi has stated that it intends to sell up to 50% of SGE.

Vivendi has also indicated that at some stage it may float the utilities section as a separate company, and sell up to 30% of its shares (but this is a possibility, not a definite decision).

The company is investing most money and effort in  telecomms and media. It is however pursuing an aggressive expansionist policy in  North America in all sectors, where it has made huge takeovers in water and waste management, following earlier acquisitions in energy and software (Cendant)  in 1998.

B.  Water: US Filter and Berlin Wasser

· US Filter

Vivendi bought US Filter for over $6 billion  in April 1999 - the largest acquisition ever made in the USA by a French company. This gives it a major presence in the water-related products, including bottled water, and also a strong position for expansion into municipal utility services of water supply and sewerage. It also incidentally gave it a strong position in other markets, including bottled water in Latin America .
  This followed an earlier purchase of  16% of Consumers Water , the second largest water company in the USA.

· Berlin

Vivendi also won the competition to buy shares in Berlin Wasser, obrtaining 22.5% in a joint bid with German partner RWE. This was the plargets water privatisation in 1999, and a very significant gain in Germany for Vivendi.

· Other new concessions

Vivendi has also continued to acquire other new water concessions around the world. These include a number of recent takeovers in central Europe (see below)

· Renaming: Vivendi water

The most dramatic sign of Vivendi’s concetration on the USA is that the original name of the whole group, Generale des Eaux, will be replaced by a new global name – that of Vivendi Water. Vivendi has even said that the new company will have its headquarters in the USA. 

C.  Strategy and forecasts for water 

A Vivendi strategy document at the end of 1998 included some interesting forecasts. 

· Proportion of water market privatised, 1997 – 2010

Vivendi have specific projections of the extent of privatisation., as set out in the table. These projections  imply that Vivendi believes that in 2010, over 80% of water will be in public sector hands in Asia, the USA, and central and eastern Europe, and about 65% of western Europe and Africa. Only in Latin America will the public sector share dip below 50%.

· The projections for western Europe must depend heavily on assuming that German authorities are pressured into privatising.

· The projection for Latin America must depend heavily on the assumption that Brazil will force through privatisation of the major companies in Rio, Sao Paulo and elsewhere

· The forecasts for central and eastern Europe, and for the USA, seem modest by comparison.

	Region
	Percentage privatised, 1997
	Percentage privatised, 2010
	Value of privatised market, 2010 (US $, billions)

	Western Europe*
	20
	35
	10

	Central and eastern Europe
	4
	20
	4+

	USA
	5
	15
	9

	Latin America
	4
	60
	9+

	Africa
	3
	33
	3

	Asia
	1
	20
	10


* Excluding France and UK

Source: Vivendi

· Competitors

In discussing competitors, Vivendi does not mention any of the UK companies. Instead it singles out three groups of potentially dangerous competitors:

· Enron

· Electrical companies, including VEBA,NIPSCO, GPU, Iberdrola

· Public water utilities: Berliner wasserbetriebe, Aguas do Portugal

· Alliances

It also emphasises the importance of alliances with other companies:

· The strategic alliance with FCC brings a combined 30% share of the Spanish market

· The link with RWE in bidding for Berlin

· Discussions continue with Veba over the joint water venture in Germany, Oewa.

D.  Other sectors

· Waste management

In 1999 it has made major inroads into the USA waste market, previously closed to foreign firms.  Firstly, it acquired 51% of two industrial waste joint ventures in the USA, in both cases as partners to WMI, the largest US waste company. Secondly, it has made a takeover bid for Superior Waste (the 4th largest in the US market). 

· Energy

Vivendi had been emphasising its strength in energy, and at the end of 1998 its US joint venture with Marubeni, Sithe, bought some large generating companies from US company GPU. However, in September 1999, Vivendi announced it was reviewing its holding in Sithe, and may sell it. This would be a major exodus at a time when Sithe is expanding into new privatising Asian markets including Japan and Korea. 

· Media

Vivendi has consolidated its control of major media operations by acquiring 100% of the shares of both publishing division Havas  and film company Pathe, and extending its ownership of television company Canal+ to a controlling 40%, and its holding in BskyB satellite TV company to nearly 25%. It remains dominant shareholder in telecomms company Cegetel (44%), and has become the major partner in the French AOL internet operation. 

All this has been very expensive, and the company’s credit rating has been reduced because of the amount of money it has borrowed.

E.  Position in central and eastern Europe

Before this year, Vivendi had a small presenc ein water in central and eastern Europe. However, it has bought control of a number of water operators in the Czech republic in the last year, including the fast-expanding SCVK, and is now closer to parity with SLE in that country.

It also has the advantage of being present in the region thorugh its other functions, including telecomms and construction.

4.  Bouygues/SAUR

SAUR International is 77% owned by Bouygues, a giant French construction company, and 22% owned by Electricite de France (EdF), the French state-owned electricity company. It is the third water company in France.

It is active internationally, but especially in Africa. Unusually for a multinational, most of its business outside France is in Africa. By contrast, Vivendi and Suez-Lyonnaise have relatively small presences in Africa.

In central and eastern Europe its sole presence so far is in Gdansk, the first privatised water concession in the region in 1992 (and still the only one in Poland). 

5.   Azurix (USA)

Azurix  was created when Enron, the USA energy multinational,  Enron bought Wessex Water, a UK water company, in June 1998. A year later, In June 1999, Azurix was floated on the New York stock exchange - Enron retains 35% of the company’s shares. Enron is very active in energy privatisation worldwide.

Azurix has found it difficult to establish itself as an international water company. 

· It was part of a joint venture, with SAUR and Italgas,  which won the Mendoza concession in Argentina in July 1998.

· it bought a bankrupt USA contracting firm, Phillips, for its water contracts with some cities either side of the USA/Canada border. 

· It has bought half-shares of joint ventures in Mexico – Cancun, and IASA – from Aguas de Barcelona and Severn Trent respectively ( a transfer rather than an increase of privatised water operations), 

· Its first major concession won in its own right was for OSBA, province of Buenos Aires, in July 1999 – a 30year concession for which it paid $438m.

Its greatest disappointment was failing to win the bidding for Berlin, despite offering the highest price.

It has no presence in central and eastern Europe, but is tendering for concessions.

6.  English water companies

A.  Anglian

Anglian Water is the only UK company which has any presence in central and eastern Europe (or anywhere else in Europe). This is in the Czech republic, where Anglian now control two water companies.

· VAKJC - Anglian increase stake

In 1999 Anglian Water, increased its stake in VAKJC, the south Bohemian water company, to 62%. In 1997, Anglian had said that it intended to pull out altogether, because the company had performed badly (so badly that the city of Ceske Budejovice, the largest in the region, withdrew from the contract and set up a separate company). VAKJC local management in the Czech republic thought that Anglian's contribution was worse than useless. But in February 1999 Anglian increased its stake to 62%, plans to increase it further to 90%, and has appointed UK directors to the board of VAKJC. 

· SMVAK

In 1999 Anglian also launched a surprising but successful bid for controlling the shares of  SMVAK, a water company in which Suez-Lyonnaise already held over 30% of the shares. In may 1999 Anglian announced that it had won, with 54% of the shares to Suez-Lyonnaise’s 45%. The two companies agreed to cooperate.
 

The battle produced illegal sharedealings which have been the subject of courts cases,
 and the monopolies regulator has complained that the multinationals have not taken the need for consumers to benefit seriously enough. 

· Elsewhere: Chile

Anglian has relaunched its international activities in Chile as well. Esval (Valparaiso) was sold at the end of 1998, with 40% of the shares going to Agua Puerto, a consortium of Chilean energy group  Enersis (now owned by Endesa, Spain) and Anglian Water (UK) 
 
.  10% of shares went to employees, 10% sold to others, and 35% remains with the state. 
 Esval has just reported a loss for the first half of 1999 
. Anglian is the junior partner in this consortium with Enersis , which is now considering selling its share to Suez-Lyonnaise.

Apart from this, Anglian has a water concession in Wellington, New Zealand, where it has recently been penalised for the smells from its sewerage operation. 
. It did have water ventures in Brazil, but ended them at the cost of considerable losses.

B.  Other UK companies

Some of the other UK companies are still active internationally but not in central or eastern Europe, and so will only be dealt with briefly here.

· Biwater

A small Uk construction company which has obtained a number of water ocnessions, mainly in developoing countries. Most of these are being challenged with allegations of corruption, inefficiency, or over-charging

· Hyder 

SCVK, in northern Bohemia, was partly owned by Hyder; but in August 1998 Hyder sold its entire shareholding to Vivendi, which now owns 43% of SCVK. Hyder was " disillusioned by ScVK's 1997 results, a Kc105m profit from Kc1.83bn turnover [ a profit margin of just below 6% - a normal enough level by continental European standards]. More significantly perhaps, tariffs are set by local municipalities, which hold a 34% blocking minority in ScVK and are reportedly keen to restrict further increases." 
. 

· Severn-Trent

Severn Trent has now almost abandoned its international water activities. It was sacked from its contract in Trinidad when the initial 5-year term ended in April 1999,  and has now sold its Mexico City operation (to Azurix). It retains a significant presence in waste management, through Biffa, which is also big in Belgium. Severn Trent is rumoured to be the target of a takeover bid from the German energy group RWE.

· Thames

Thames Water remains active internationally, almost exclusively in Asia, where it has recently won contracts in Thailand and Malaysia. Thames biggest problem is in Indonesia, where it obtained a concession for half of Jakarta (Suez-Lyonnaise got the other  half), in a consortium with the son in law of the dictator Suharto. There are now repeated strikes by Jakarta water workers, calling for the concessions to be ended, and court cases against Thames claiming repayment of excess profits and alleging that the contracts were corruptly obtained.

· United Utilities

United Utilities has not been very active internationally since it won the concession for half of Manila (Philippines). It is currently appealing to an international arbitrator for higher prices than the Philippine regulator has allowed them to charge. It is making bids in central and eastern Europe, however.

7.  Spanish water companies

None of the Spanish water companies are active in central and eastern Europe. 

A.  Aguas de Barcleona (AgBar)

Aguas de Barcelona (AgBar) is a Spanish water company, 25% owned by Lyonnaise des Eaux.  It never bids against Suez-Lyonnaise. It has a turnover of 183 billion pesetas and employs about 23,000 people. Outside Spain, it is active in Portugal (but not elsewhere in Europe), in north Africa, and in Latin America. Most of Lyonnaise des Eaux' operations in South America are in partnership with AgBar.

AgBar is also involved in other sectors: healthcare, waste, vehicle inspection, multimedia services, and tax collection. It is active internationally in these sectors too. 

B.  FCC 

In 1998 Vivendi bought 30% of the shares, and  effective control of FCC (Fomento de Contratas y Construcciones), which is predominantly a waste management, cleansing and construction company, with some interests in water. This extends and strengthens Vivendi's presence in Spain in all sectors, including water. Vivendi is merging its existing Spanish operations with FCC during the course of 1999.

C.  Other Spanish companies

Some other Spanish companies have been acquiring water interests in Latin America. They include:

· Endesa

Endesa, the largest Spanish electricity company, has a large presence in energy in Latin America, especially in Chile.
 AgBar: Endesa holds 11.8% of Aguas de Barcelona. Endesa also now controls the Chilean energy company Enersis, and so controls the major partner in Agua Puerto, which won the concession for Esval in Chile

· Iberdrola

Iberdrola (the second largest Spanish energy company)– won the Essel water concession in Chile. 
 It already has extensive gas and electricity interests in Latin America 

· Dragados

Dragados/Urbaser  (construction and environmental services) won a BOT water concession in Misiones, Argentina.in August 1999. 
 Dragados also has a number of other concessions for toll-roads and airports in Europe, North America and Latin America, most recently, in partnership with Spanish airport company AENA and Union Fenosa, for the pacific coast airports of Mexico.
 

8.  Italian companies

A number of Italian companies are active in international water operations. Most are owned wholly or in part by public sector bodies.

A.  AMGA (Azienda Mediterranea Gas e Acqua)   

AMGA of Genoa was the first major Italian city utility to be partially privatised, when 49% was sold in October 1996. It has sought to expand in Italy, but has been blocked by Vivendi. It now has a joint venture with Suez-Lyonnaise in Arezzo. Together with the Milan municipally-owned AEM, AMGA has formed a joint venture with the Russian company Lengaz to rebuild the methane gas network of St Petersburg, Russia
. AMGA also intends to submit tenders for the water concessions of Tirana and Durazzo in Albania
. 
B.  ENI-Italgas 

ENI (Ente Nazionale Idrocarburi) is a semi-privatised Italian state energy holding company, which includes gas distribution company Italgas. Italgas operates internationally, eg in partnership with SAUR and Azurix in a concession in Mendoza Argentina. Vivendi is in partnership with Italgas in two local companies, Acque Potabili and Romagna Acque. 

C.  Italy: ENEL

ENEL, the Italian state electricity company, is diversifying into a number of sectors including water. It too has formed joint ventures with Vivendi.

9.  German companies

A.  RWE 

· Structure and strategy

RWE is one of the largest companies in Europe and the world, a multinational group operating in a number of sectors, including energy, waste management, telecomms, construction and chemicals. It is the largest private energy company in Europe, and the largest waste management company in Germany. It is internationally active in a number of these sectors, especially energy. It is present in central and eastern Europe in a number of sectors, including energy and telecomms

· Water operations

It has a small number of  water operations in Germany, which have not been growing - the turnover in the first three-quarters of 1998/99 was lower than in the corresponding period in the previous year. 

Its two major water concessions have come in partnership with the two French multinationals; In Budapest, where it is in a joint venture with Suez-Lyonnaise, which won the Budapest water concession; and in Berlin, where it partnered Vivendi in the successful bid for Berliner Wasser Betriebe (BWB). Indirectly, this gave it a further interest, as BWB was already a partner of Vivendi in a consortium operating the Budapest sewerage concession.

· Strategy

RWE has a declared strategy of becoming a “multi-utility”, to establish itself as a significant operator in water, gas, electricity, waste and telecomms. 

It sees the acquisition of a stake in BWB as a major step forward in this: “winning the bid for the consortium is an important step for RWE within the context of implementing the new Group vision to become one of the leading European suppliers in the ‘multi-utility/multi-energy’ sector".

This includes growth within Germany and internationally: With the involvement in BWB the number of customers supplied with water by companies of the RWE Group is rising to 8 million in Germany alone, plus another 2 million in Europe outside Germany ….Jointly with BWB, the partners of the consortium intend to take advantage of growth opportunities especially in central and eastern Europe ….”.
It also implies pressure to restructure the water industry inside Germany: “The partial privatization of BWB will also spur the urgently needed structural change in the German water industry. So far the German market is characterized by approx. 6,700, usually municipal, companies”. 
  

· Possible takeover bid for Severn Trent

According to a number of press reports in August, RWE is considering making a takeover bid for Severn Trent, one of the UK water companies.

B.  Veba

· Structure and strategy

Veba is  one of the largest multinational groups in Europe, operating in a number of sectors, including electricity, oil, chemicals, logistics, property and telecomms. There are reports that it may merge with Viag to form an even larger group.
Veba’s energy division, Preussenelektra, is pursuing a coherent international strategy, developing an extensive ring of interests from the Netherlands, through Scandinavia to the Baltic states. In the Netherlands, this includes joint ventures in waste management as well as energy. If the merger with Viag takes place, the group would also include the interests of Bayernwerk, Viag’s energy division, in Hungary.

Water, which is a very small part of Veba’s business, is not prominent in Veba’s strategic statements. 

· Water operations

Veba is the major shareholder in Gelsenwasser, the largest private water company in Germany. Veba also owns a quarter of the shares in Stadtwerke Bremen.  Veba also has a joint venture, Oewa, with Vivendi, which has so far done very little: Vivendi said in February 1999 that there is " a very big discussion" at present about the future of Oewa.

These overlapping interests were brought together in Bremen in November 1998, when the city of Bremen partially privatised its sewerage company, Abwasser Bremen GmbH.  74.9% of the company was sold to Hansewasser GmbH - itself a joint venture which is 51% owned by Stadtwerke Bremen, and 49% by Gelsenwasser AG. 
 In turn, Gelsenwasser is 43.5% owned by Veba, and Stadtwerke Bremen is also 24.9% owned by Veba.

C.  Berlin Wasser Betriebe

· Partial privatisation

The sale of 49.9% equity in Berlin's water company, Berliner Wasser Betriebe (BWB)
 is the largest water privatisation in the EU since the privatisation of the UK water companies by the Thatcher government in 1989.  The reason for the sale is the indebtedness of the local authority, not the inefficiency of the water company. The sale was strongly opposed by the German trade union OTV, and a strong local campaign was organised to prevent or delay the sale. In September 1999 the sale had been agreed, and approved by competition authorities, but a court case was pending which challenged the constitutionality of the sale. The Berlin senate has said that it will not finally ratify the sale pending the outcome of this case, which is due to be heard in late October.

· International activity

Berliner Wasser Betriebe is itself internationally active, in all continents. Its main presence outside Germany is as a partner of Vivendi in the Budapest sewerage company. 

BWB had approved to win a water concession in Lahore (Pakistan) in March 1999 (the proposed terms of this were opposed by the trade union in Lahore).
  BWB has also been involved in bidding for a number of other water operations internationally, eg in, Yerevan (Armenia), Baku (Azerbaijan), Poznan (Poland)
, Tallin (Estonia) 
, Panama. and Chile (in consort with Biwater),  and Thailand. 

· Future strategy

RWE statements make clear that they plan that  BWB’s international activities  will continue, and form the core of RWE’s international plans in water. It is not clear how this will relate to Vivendi’s international activities.

10.  Comments on the possibilities for RWE or Veba in water

Both RWE and Veba have a number of obvious strengths in attempting to expand their interests in water in central and eastern Europe:

· They are large, profitable multinational groups

· They are strategically placed to dominate markets in central Europe

· They are centered on energy divisions which are already establishing themselves in the region

There are a number of differences between them and the French groups in particular, which may make any expansion more difficult and complex

· The size of their water operations is very small by international standards

· The French (and UK) groups have a large share of a very big privatised home water sector

There are a number of difficulties which the USA and UK groups have already experienced

· It is difficult to compete against groups who dominate the global market as much as Vivendi and SLE

· Operating in partnership is easier, but then it is dependent on SLE and Vivendi’s agreement

· Water concessions may not be very profitable for some years

· Owning a UK company, with the untypically high profit margins, and untypical industry structure, may not be a good base for expansion elsewhere

� BUSINESS NEWS AMERICAS World Reporter (Q1:41)      August 2, 1999  Chile's three waterworks privatizations to date have been overwhelmingly  successful due to the companies' good operative conditions, the growing  importance for private companies of the waterworks sector and the minimum  profit margin guarantied by the sate, Chile's State Business Administrator  SAE president Eduardo Arriagada told BNA.  This year SAE has successfully sold 42% of Santiago-based waterworks Emos to  the Aguas Metropolitanas consortium, formed by Spain's Agbar and France's  Lyonnaise des Eaux, for US$964mn, and 51% of Region X-based Essal to Spain's  Iberdrola for US$93.5mn on July 14. Both offers doubled the SAE's minimum  price and add to 1998's sale of Region V-based Esval to the Aguas Puerto  consortium for US$138mn.  Iberdrola's offer was considerably higher than the next bid and could  reflect the energy-producer's eagerness to enter into the waterworks sector,  Arrigada said.  The need for the integration of private investors into Chile's waterworks  has come about due to a lack of internal finances, he explained.  Two more waterworks privatizations are scheduled for this year: 45% of  Region VI's Essel, set for the first half of November, and Region VIII's  Essbio. The amount of Essbio for sale and the final auction date have not  been determined.  Local politicians have criticized the sale of Essbio. Instead they have  demanded a concession or Build-Operate-Transfer contracts for the company.  Arriagada told BNA that the SAE is investigating the best way to channel  private capital into the company, personally believing that a sale structure  similar to the 35% sale of Esval is the most likely.  All sales of waterworks companies includes offering 10% to the workers and  the placing of 10% of shares on the local stock market.  During 1H2000 SAE will put Region VII's Essam and Region IX's Essar under  the hammer, Arriagada concluded.      


� 24 Jun 1999 MESSIER ATTACKS LYONNAISE AND AGBAR (MESSIER ARREMETE CONTRA                    LYONNAISSE Y AGBAR): EXPANSION World Reporter (Q1:29)      Jean-Marie Messier, the chairman and managing director of Vivendi, the  French group, who made his first public appearance yesterday (23/06/99) as a  board member of FCC, the Spanish construction group, stated after the  meeting that certain companies are willing to pay more than the value of a  company in order to win a bid. Messier was referring to the privatisation  of Emos, the water management company in Santiago de Chile. Messier  stated that FCC and Vivendi had bid $1.4bn (1.312bn euros, Pta218.4bn) for  Emos, while the winning consortium, led by Agbar and Suez-Lyonnaise des  Eaux, bid $1bn more (937.58m euros, Pta156bn).  With regard to the joint venture between FCC and Vivendi in Latin America,  Messier stated that joint investments in other countries were a possibility,  and that the merger of Anaya and Havas Interactive will enable the company  to develop educational software in Spanish.      103 





� 93**21 Jun 1999 Lo que se Espera de la Emos Privatizada - Aguas                   Metropolitanas to invest in sewage treatment in Chile; plans                   to set up three water treatment plants by 2009: Estrategia                   Business and Industry (Q1:27). Aguas Metropolitanas, the consortium that won the privatization of the Chilean water and sewage company Emos with an offer of US$964 mil for a 42% majority stake in it, has outlined plans to invest in the sewage treatment. The concession to operate Emos was given for over 25 years, and from 1999-2002 Aguas Argentinas should invest US$607.8 mil and US$1.9 bil over the next 10 years. The sanitary services agency SISS expects Emos to expand the treatment of wastewater that reaches only 19% nationwide, and a mere 3% in Santiago. Also from the 1,691 industrial plants in Santiago, only 120 have residues treatment systems. The first step will be to set up three water treatment plants by 2009. The first will be at Southern Santiago involving investments of US$200 mil, and will be able to meet the demand of 28.9% of the city inhabitants. Other plants are scheduled for Zanjon in 2004, and Mapocho 2009.





�     86**24 Jun 1999 Emos adjudico a firma francesa la construccion de nueva plata                   - Emos hired OTV to set up a sewage treatment plant at                   Southern Santiago; project is estimated at US$46.4mil: El                   Diario Business and Industry (Q1:17). The recently privatized water & sewage major Emos has hired OTV, a subsidiary of Vivendi, to set up a sewage treatment plant at Southern Santiago. The project, the first of three plants to set up by Emos, is estimated at US$46.4mil, and when completed by 2001 will meet demand of 1.2mil inhabitants in the Chilean capital.





� 15 Jun 1999 COMPANIES & FINANCE: EUROPE: Franco-Spanish group wins bid                    for Emos UTILITIES EUROPEAN COMPANIES HAVE BEEN ON A BUYING                    SPREE IN THE AMERICAS: - Suez Lyonniase des Eaux and Aguas de                    Barcelona acquired a 42% interest in Empresa Metropolitana de                    Obras Sanitarias: Financial Times London Edition. Financial                    Times Business and Industry (Q1:78)      Suez Lyonnaise des Eaux (France), the environmental services and utilities  group, led a Franco-Spanish group in acquiring Empresa Metropolitana de  Obras Sanitarias (Emos) (Santiago, Chile). Suez Lyonnaise and Aguas de  Barcelona (Spain) will pay $957 mil for a 42% interest in the state-owned  water utility, which serves 5 mil users in Santiago. The deal continues a  series of water privatization contracts for US, UK and French companies  in Chile. Suez expects the development of water treatment facilities  will cost $2 bil in the next 10 years. Emos transmits 530 cu m/year to 35%  of the populace of Chile. It has a 17,000 km network. Just 3% of waste  water is treated. Suez expects Emos to post twice its present $160 mil in  sales in the next 10 years.  Byline: Samer Iskandar in Paris and Andrew Taylor in London  Dateline: Paris, London  A Franco-Spanish group led by Suez Lyonnaise des Eaux, the French utilities  and environmental services group, has emerged as the victor in one of the  world's largest water privatisations.  Suez Lyonnaise and Aguas de Barcelona of Spain, in which Suez is the leading  shareholder, agreed to pay $957m for 42 per cent of Empresa Metropolitana de  Obras Sanitarias (Emos), the state-owned water utility supplying 5m  customers in Santiago, Chile's capital.  Suez said in terms of numbers of customers the deal was the sixth largest  contract awarded to a private sector water company.  Rivals claimed the group offered about $150m more than two other consortia  bidding for the stake, sold by privatisation agency SAE.  One bidder was a joint venture between Thames Water, the UK water  company, Electricite de Portugal, the Portuguese power company, and  Iberdrola, the Spanish electricity utility.  The other was a joint venture between Vivendi, the French multiple utility,  and Fomento de Construcciones y Contratas, the Spanish construction group.  The defeat of Vivendi will be particularly satisfying for Suez, which  earlier this month was beaten by its French rival for the partial sale of  Berlin's municipal water company in Europe's largest water  privatisation. A group led by Vivendi bid Euro1.69bn ($1.77bn) for 49.9  per cent of the Berlin company.  The deals are the latest in a series of water privatisation contracts  awarded to French, UK and US groups.  Thames Water last week announced a 30-year contract, expected to generate  sales of $1.8bn, to provide water to 3m people in the state of Johor in  Malaysia.  Azurix, the water investment company controlled by Enron, the US energy  group, was last month named preferred bidder for a $438.6m concession to  supply water services to Buenos Aires.  Suez said yesterday it would assist in the development of water treatment  facilities in Santiago, expected to cost $2bn over the next decade. Gerard  Mestrallet, Suez chief executive, said the deal confirmed its position "as  world leader in water management".  Emos supplies 530m cubic metres a year to 35 per cent of Chile's  population, through its 17,000 km network but only 3 per cent of waste  water is treated.  A union appeal against the sale was rejected last week by Santiago's Appeals  Court. Some politicians, including members of the ruling coalition, also  objected.  Suez predicts Emos's sales will more than double in the next decade from the  current $160m. A constant level of profitability, of roughly one-third of  total sales, is guaranteed by the state.


� 14 Jun 1999 SANTIAGO WATER COMPANY SOLD AT RECORD PRICE: RATE HIKES AND                    WATER RATIONING PREDICTED: CHIPS World Reporter (Q1:81)      In by far the largest privatization deal in Chilean history, a Spanish  French consortium owned in part by Spanish holding company Endesa Espana won  the bidding Friday for 42 percent of Santiago metropolitan region water  and sewer company Emos for US$964 million.  The price offered by Aguas Metropolitana was more than double the  government's bottom line price of US$420 million. The second largest bid was  by the British-Portuguese-Spanish consortium Andes Sur Limitado.  The sale took place despite recent strenuous objections by all the parties  in the ruling Concertacion coalition as well as Emos workers. One of their  main objections was that they didn't think Emos would get a good price given  the current recession.  But Finance Minister Eduardo Aninat hailed the sale, saying, "the high price  Emos brought reveals the confidence foreign investors have in the Chilean  economy." And he further noted "a certain discrepancy between the  perspective sown by a few businessmen (in Chile) and the general  expectations held by foreign businesses regarding potential in our country"  The winning consortium is owned by Aguas Barcelonas (Agbar) and Suez  Lyonnaise de Eaux. Agbar Latin American Director Alfredo Noma said his  company would operate the franchise. The company has been in Chile for six  years, operating on the south central coast and controlling the southern  Region X water and sewer service, Aguas Decima. Suez is the largest  water systems company in the world, and it runs the greater Buenos Aires  water wervice. Aguas Metropolitana will have the right to appoint four of  the seven members of the Emos board of directors.  Suez Lyonnaise de Eaux indirectly controls 47.6 percent of Agbar, and Endesa  Espana, also owner of top Chilean electricity- sector holding company  Enersis and Chile's largest energy generating firm Endesa Chile, holds  11.7 percent of Agbar.  Government Secretary General Jorge Arrate addressed the issue of further  foreign control of Chile's economy on Friday: "The nationality of the  bidders doesn't influence our decision, but rather the economic strength and  the efficiency with which they can carry out the work they have promised"  However, Chamber of Deputies Finance Commission President Pablo Lorenzini  said he would request revisions in the water utility law to avoid the  situation of overlapping ownership and service cuts that the privatized  electricity industry now finds itself in. And fellow Christian Democrat Dep.  Luis Pareto strongly criticized his party for abandoning the principles of  Christian humanism. He said he didn't think a privatized Emos would  provide the service, especially to poor people, that it has previously, and  that he expected to see water rationing as well as rate hikes in coming  months.  Emos President Sergio Saavedra concurred with the possibility of rate hikes,  saying potable water rates would probably go up 8 to 12 percent next year.  The Emos privatization is expected to take until late September.  Some 10 percent of Emos stock will be available to private stock market  investors for 90 days, and Emos workers will have a year to purchase another  10 percent of the shares. Corfo, the current state owner of Emos, will keep  38 percent. Emos has 1.13 million potable water clients.  Saavedra said the company's investment needs for the next three years would  be met by the sale. The government will invest some US$420 million of its  return from the deal back into Emos, and total investment in Emos is  expected to total US$1.8 billion. Among the top investment priorities is a  water treatment plant in southern Santiago.  Emos is the second and largest Chilean water company to be sold by the  government, and the last public service sector to be privatized. Three  other regional water companies are scheduled to be sold this year.





� SABI (SOUTH AMERICAN BUSINESS INFORMATION): EL CRONISTA (ARGENTINA): ARGENTINA: VIVENDI TAKES OVER SPARKLING 98% match; El Cronista (Argentina) - SABI ; 30-Jul-1999 06:42:19 pm ; 214 words


With the acquisition of the world assets of US Filter the French holding Vivendi has taken over the control of Sparkling, the leading Argentina company in the bottled (big bottles) water market. In 1997 US Filter paid US$19.5mil for a 51% share in Sparkling that also has a Chilean subsidiary, Manantial. Now US Filter firmed the control on Sparkling that will keep its brand name, but change the company name to US Filter Argentina. US Filter Argentina has a US$20mil turnover, 80% of which from institutional and 20% from household customers and runs a plant at Palermo, with plans to set up three bottling lines at Barracas, Rosario, and Cordoba. Vivendi has other businesses in Argentina, where it is associated with Suez Lyonnaise and Aguas de Barcelona into the sanitary services company Aguas Argentinas; associated with Impsa and Bomagra is controls a waste collecting company in Buenos Aires; through Aguas de Aconquija it had the concession for the water service in Tucuman. US Filter's main competitor in the big bottles water business is Danone's Villa Alpina, acquired in 1997 and distributing under the brand name Villa del Sur. Another player is Ivess, while Perrier Vitel associated with Bemberg, would also consider to penetrate in this market.





� 17 Feb 1999 CSTK ECOSERVICE: "As Vodovody a kanalizace Jizni Cechy (VaK JC) has become the first Czech water management company to be majority-owned by foreign investors, representatives of Anglian Water said today at a press conference. Anglian Water, the biggest of the ten British water management companies, now owns a roughly 62-pct share in VaK JC. For the fiscal year of 1997/1998 Anglian water recorded a turnover of GBP850m, nearly Kc42.5bn. The company's pre-tax profit was Kc13.350bn and capital investments reached Kc18bn. VaK JC's chairman of the board Barrie Parnham said that city and town officials still have yet to approve the continuing sale and that he expects the deal to be closed at the end of April when the company would like to own a 90-pct share. Company CEO Petr Hudler confirmed that Anglian Water has owned more than 30 pct of VaK JC since 1995. It is now buying the shares at Kc2,150. Parnham said that a general meeting will be called after the planned purchase of shares and that Peter Matthews should become the new board of directors chairman. Hudler said that the partnership between Anglian Water and Vak JC will result in improved technical and economic conditions for fulfilling operating contracts and expanding cooperation with cities and towns in investing in water management equipment. The joint goal of VaK JC and the foreign investor will be to sign more contracts with towns. To date the company has closed 101 such deals.


The company, whose last year turnover showed a yr/yr growth of Kc27m to Kc1.121bn, currently provides water to 330,000 citizens. There biggest competitor is as1.JVS who took the place of VaK JC as Ceske Budejovice's water provider in 1997, resulting in a Kc300m drop in revenues for Vak JC as well as a cut in the workforce to the current 1,194 people."


� 4**19 May 1999 ANGLIAN WATER GAINS MAJORITY IN SEVEROMORAVSKE VODARNY: CZECH


                  NEWS AGENCY World Reporter (Q1:52)


 


   OSTRAVA, North Moravia, May 19 (CTK)


The British Anglian Water company has gained a 53-pct majority stake in the Severomoravske vodovody a kanalizace water and sewage company (SmVaK), Milan Srb of Anglian Water's media representative A agency told CTK today.


SmVaK is the second largest producer and distributor of drinking water in the Czech Republic.


Anglian Water already owns a majority of 92.7 percent in the South Bohemian Vodovody a kanalizace Jizni Cechy water and sewage company (VaKJC).


The British company has thus dominated the North Moravian company, beating out the competing French Suez Lyonnaise Des Eaux company, which also bought SmVaK shares from North Moravian cities and municipalities in April and May.


The struggle for dominating SmVaK started on April 19, when Anglian Water representatives said they held a controlling package of some 48 percent in the company, for which they had allegedly paid some Kc1.4bn to a number of


North Moravian cities and municipalities.


One day later, the Lyonnaise Des Eaux management announced the company held 45 percent of SmVaK.


According to VaKJC board vice-chairman Robert Pergl, both foreign companies agreed to tentatively cooperate with each other. The British company should start negotiations with the minority owner soon.


"Nothing important will probably happen prior to the annual general meeting on June 17, at which we want to appoint one or two people to the SmVaK board. At the moment, we are not considering personnel changes in the company management either," Pergl told CTK today.


The company, operating in the districts of Frydek-Mistek, Karvina, Novy Jicin and Opava, ended last year with a net profit of Kc126.347m on revenues of Kc1.008bn. This year the firm plans to generate a gross profit of some Kc146m on revenues of Kc1.216bn.





SmVaK supplies water to approximately 860,000 people. The firm owns around 3,900 kilometres of water supply networks, 23 water treatment plants and 334 water reservoirs. Sewage water is treated in 40 sewage disposal plants.


SmVaK has share capital of Kc3.336bn and employs 1,220 people.


� 03 Jun 1999 REGIONAL COMMERCIAL COURT FREEZES PART OF SMVAK SHARES: CSTK                   ECOSERVICE Reuter Textline (Q2:39)      OSTRAVA The Regional Commercial Court in Ostrava has decided to freeze 17,196 shares of the Severomoravske vodovody a kanalizace water and sewage company (SmVaK), which had been sold twice, Milan Srb of the A Agency told CTK today. A agency is the media representative of the British Anglian Water company, which filed the complaint, as the blocked shares had been purchased illegally for Anglian's French competitor, Suez Lyonnaise des Eaux. The stake in question represents some 0.5 percent of SmVaK's share capital. The package, which was formerly held by the city of Rychvald, was to be sold to Anglian Water on the basis of a contract signed by Rychvald mayor Jiri Absolon on April 14. According to the company, he failed to meet obligations stemming from the properly concluded contract. 'On April 19 he cancelled the order registered at the Central Securities Registry on the same day for a pre-sale validation-blocking of 17,196 shares, and on April 28 he transferred the shares to the Patria Finance company,' Srb said. In exlaining its ruling for an injunction, the court stated that Rychvald mayor Absolon had sold 17,196 SmVaK shares twice, having first made out a proper contract with Anglian Water, on the basis of which he had to transfer the shares to the company. 'Therefore, after April 14 he could not execute his ownership rights to these shares,' Srb remarked. The British company has now filed charges against the mayor at the North Moravian Regional Investigation Office in Ostrava for suspected offenses related to not observing his duties while supervising the property of another and fraud. 'The mayor of Rychvald has caused the city much detriment, because failure to abide by a contract results in a fine of Kc1.547m. Also Anglian Water, which has suffered unspecified damage, will require compensation,' Srb said. In spite of the frozen 0.5-percent stake, Anglian Water gained a 53-percent majority in the second largest Czech producer and distributor of drinking water. The company has thus dominated the North Moravian company beating out competing Suez Lyonnaise des Eaux, which had bought some 45 percent of SmVaK shares from North Moravian cities and municipalities in April and May.


� 93**03 May 1999 FIRMS SEEKING CONTROL OF SMVAK UNDERESTIMATE LEGAL


                  DEMANDS-UOHS: CZECH NEWS AGENCY World Reporter (Q1:46)


 


   BRNO, May 3 (CTK)


The anti-monopoly UOHS office demands that foreign firms interested in acquiring a controlling share package of the Severomoravske vodarny a kanalizace (SmVaK) water and sewage company prove the advantages the potential merger will have for consumers, UOHS spokesman Kristian Chalupa


has said.


He told CTK that the firms underestimate or ignore requirements set by the law, offering just general advantages of the acquisition.


SmVaK represents a mixed form of ownership, Chalupa said, adding that one company is both the operator and owner of the water and sewage infrastructure, with a single regional water and sewage price which is at a lower level in the framework of the Czech Republic.


The UOHS is entitled to ask the winner to meet the obligations it had offered, which will be beneficial to consumers. The office will allow the merger only if the strategic partner proves the preponderance of advantages over disadvantages for economic competition.


Two foreign firms, namely Anglian Water of the UK and rival Suez Lyonnaise Des Eaux of France, started to buy out the shares of SmVaK small shareholders.


The two companies currently own over 40 pct of shares each of the second biggest producer and distributor of drinking water in the Czech Republic.


SmVaK supplies drinking water to some 860,000 residents and operates roughly 3,900 km of water pipelines.


According to the public proposal for the purchase of shares having a nominal value of Kc1,000 apiece, Anglian Water offers Kc600 and Suez Lyonnaise Des Eaux Kc800 per share.


The duel for dominating SmVaK started in mid-April, when representatives of Anglian Water said they were holding a controlling interest in SmVaK of as much as 48 pct of shares. They allegedly paid around Kc1.4bn for the shares


to north Moravian municipalities that had been holding them.


� 234**01 Apr 1999 The Water Way.(Chilean privatization): LatinFinance                   Predicasts PROMT (Q1:175).


Chile breaks the ice for what is expected to be the next wave of Latin American privatizations.


Although the telecommunications and electric-power sectors have been dominating the privatization movement in Latin America, attention is now turning toward the next government-controlled industry likely to go to the auction block: water.


"Water is the last remaining bastion," said Lawson Steele, Latin America utilities analyst at Warburg Dillon Read.


Chile, the regional leader when it comes to transferring public assets to private hands, is again taking the reins by spearheading efforts to privatize its state-owned water and sewage companies--a move observers say may set a precedent for other countries in the region.


"The potential for water treatment in South America is huge; it could be an enormous sector like in the UK," added Steele. "(The privatization of Chilean water company Esval) is just the tip of the iceberg." Breaking the Ice In December, Chile undertook its first-ever privatization of a water and sewage company, Esval. Enersis, the Chilean electricity distributor, and Anglian water of the UK paid Dollars 138.4 million for 40% of the local water company.


The joint venture, called Aguas Puerto, will hold a minimum 35% stake in the company, with 10% offered to Esval employees and 10% floated as equity on the Santiago stock exchange. The government has retained a minority holding of 49%. Aguas Puerto is expected to implement a Dollars 230 million, four year investment program in Esval, which serves about 350 million clients in the southern city of Valparaiso.





� Jan 1999 VALPO WATER UTILITY SOLD OFF. - Anglian Waters and Enersis                   Chile lead consortium that buys 40% stake in Empresa de Obras                   Sanitarias de Valparaiso: South America Report Business and                   Industry (Q1:24). A consortium led by Enersis Chile S.A. and Britain's Anglian Waters has successfully bid $138.4 million for a 40% interest in Empresa de Obras Sanitarias de Valparaiso (Esval), a state-owned water and sewage utility.


Esval has 350,000 customers and needs $250 million in investments over the next five years. The privatization comes one year after approval of a bill allowing the government to sell up to 65% of state-owned sanitation companies. Details: Eduardo Novoa, chief development officer, Enersis Chile S.A., Santo Domingo 789, Ofic. #253, Santiago. Tel: +56 2 633-2453.


� 28 May 1998 LATIN AMERICA AND THE CARIBBEAN: Chile to privatise Esval -                  Esval will be sold off by the Chilean government by end-1998:                  a controlling 35% interest will be sold to a single private                  operator: Financial Times USA Edition. Financial Times                  Business and Industry (Q1:37)





Byline: Imogen Mark in Santiago


Dateline: Santiago


Chile is to privatise its second biggest water company, Esval, by the end of


the year. Announcing the plans on Tuesday, the government confirmed that it


would offer a controlling 35 per cent stake to a single private operator, 10


per cent to the workforce, and a further 10 per cent to private investors


via the Santiago stock market.


However, the government has emphasised that its main aim is not to raise


money from the sale but to attract experienced operators to develop and


finance much needed new investments. Esval has 320,000 clients in the region


of Valparaiso, Chile's main port and second biggest urban area.


There are already more than a dozen national and foreign companies


interested in Esval, including UK, French and Spanish interests. An adviser


to one group estimates that it could be worth as much as $500m, in which


case the bids for the controlling stake could be up to $175m.


However, the value of the bids will depend partly on how much scope the new


owner will have for example, in reducing the workforce. The unions oppose


the sale, and the government has also faced opposition from its own


supporters. By law it must keep a minimum 35 per cent of all the water


boards, but may allow this to be diluted gradually by future capital


increases.


� SABI (SOUTH AMERICAN BUSINESS INFORMATION): EL MERCURIO (CHILE): CHILE: ESVAL LOST PESOS$12BIL IN 1ST SEMESTER 100% match; El Mercurio (Chile) - SABI ; 05-Aug-1999 04:43:17 pm ; 75 words


The Chilean water company Esval reported losses of Pesos$7.133bil in 1998 and Pesos$12bil in the 1st semester of 1999. In 1997, the company had made a profit of Pesos$6.724bil. The company will invest Pesos$50bil between 2000 and 2003 to reduce the pollution of the Aconcagua river. Besides, it will invest Pesos$10bil between 2000 and 2001 to develop water services in the northern coast of the V Region.





� 15 Apr 1999 NEWS: SEWAGE SMELL SEES WCC CUT PAYMENT: THE EVENING POST


                  World Reporter (Q1:55)


 


   BY ZATORSKI LIDIA


Wellington City Council is likely to withhold $125,000 of its monthly


payment to sewerage operator Anglian Water because of smells from the Moa Pt


plant.


The city council is paying the British contractor $500,000 a month to


operate the plant for the next 21 years. But under the terms of the contract


the company is penalised for any odours from the plant.


The first smell attracts a 10 percent cut while a second smell incurs a 25


percent penalty. Under the resource consents there is to be no noticeable


smell at the boundary of the plant.


A city council official confirmed to The Post the council withheld $50,000


of its payment late last year. The latest smell problems this month would


therefore incur a 25 percent penalty.


Council spokeswoman Hilary Bryan said the council would be enforcing its


contractual agreement to withhold payments this month. "But we are working,


as always, very closely with Anglian Water to solve these problems."


Wellington Regional Council confirmed a "low level" smell at the plant at


Easter after a complaint from a golfer at the neighbouring Miramar golf


course.


It asked the company to explain the smell and what it planned to do about


it.


The regional council received two further complaints at the weekend - one of


which has been confirmed.


Anglian Water production manager Iain Peffers said it was still


investigating the smell.


Miramar Golf Club president Alastair Roger said the club had been asked by


Anglian Water to report any odours.


"They want us to complain. They want to get it right," he said.


He believed the company was taking complaints seriously. "We cannot ask for


any more."


Mr Roger said the smell was "not pure effluent odour" but a "sweet smell


almost like perfume".


Last October Anglian Water agreed to spend $1.5 million covering three


clarifier tanks containing treated effluent - which were believed to be


causing smell at the plant earlier in the year - provided council scrapped


one of its odour penalties.


Residents in Moa Pt Rd, Strathmore's Kekerenga St, neighbouring streets and


the Miramar golf course have been troubled by smells since January last


year.


At one stage smells were so bad some residents were vomiting, while others


could not eat or sleep.


The council agreed to scrap one of the penalties in the contract one year


after the clarifiers were covered.


� Global water report 25 September 1998: " Welsh utilities group Hyder is looking to sell its only equity stake in an overseas water company, a 35.8% holding in the Czech water company Severoceske Vodovody a Kanalizace (ScVK). Hyder, which has retained Dresdner Kleinwort Benson as sale adviser, said on 15 September that its minority position meant "it is not best placed to address the major issues facing the company," which provides water supply and wastewater treatment in North Bohemia Hyder group CEO Graham Hawker termed ScVK "the most efficient water and sewerage operator in the Czech Republic" while a statement said ScVK was a "well run company at a critical stage of development." But Hyder also said: "We are continually examining the performance of our investments and as a result of some shareholder changes over the last 12 months there may be an opportunity to realise shareholder value." Key details are lacking. Asked what price it hoped to achieve for the stake, for which it paid GBP7.25m in 1995, Hyder told GWR the company was "not in a position to speculate" on "commercially sensitive information".


Hyder originally pledged to stay for five years when it took its equity position in the Czech Republic's largest private sector water company, covering a population of 1.1m. Stuart Doughty, then a director, told GWR in October 1997 that SCVK's "core activity is now very successful and needs little attention" (GWR 33, 23 October 1997). Doughty said ScVK's profits increase by 10% each year, but analysts have speculated that Hyder executives, facing an estimated 280% gearing ratio in the UK, were disillusioned by ScVK's 1997 results, a Kc105m (#3.4m) profit from Kc1.83bn turnover.


Metering and economic recession have reinforced Doughty's 1997 mention of "declining consumption rates". More significantly perhaps, tariffs are set by local municipalities, which hold a 34% blocking minority in ScVK and are reportedly keen to restrict further increases. Hawker says: "Our principal focus for investment will be UK private finance initiatives and certain specific overseas opportunities." It is believed the local PPF investment fund is also selling its ScVK stake, which would put around 63% of ScVK on the market. The sale would provide a launch pad for the privatisation of Prague's water services. ScVK runs an operating concession in Prague's suburbs and has majority stakes in two smaller water companies."





�     91**22 Jun 1999 Endesa Espana reorganiza sus activos en America Latina -                   Endesa looks to consolidate its Latin American business;                   controls generating capacity in Argentina, Brazil, Colombia,                   Chile, and Peru of 16953 MW: El Diario Business and Industry                   (Q1:34). Spanish energy major Endesa wants to consolidate its business in Latin America, after spending more than US$3 bil to take over the control of the Chilean group Enersis and the power generator Endesa Chile. Endesa controls assets of US$19 bil in Argentina, Brazil, Colombia, Chile, and Peru, and manages a power generating capacity of 15,953 MW, while it supplies power to more than 12 mil customers. The company's strong position generates concerns from both the Chilean government agencies and also its competitors. Recently Endesa proposed selling off in Chile Translec, which operates in power transportation, to calm down the government. Among the goals from Endesa are to improve the performance of Enersis to operating profits of US$510 mil over the next five years. The first step would be to reorganize the company to meet the standards of Endesa itself, generating profits of US$295 mil. Another US$130 mil would come from restructuring, while in a third stage financial costs would be slashed allowing profits of US$85 mil. In a non-related issue, the Chilean government has not considered harmful the stake held by Endesa in the consortium Aguas Metropolitanas, that won the privatization of the water and sewage company Emos. Endesa has 11.7% in Aguas de Barcelona, a company that owns half of the winning consortium.





�     58**15 Jul 1999 Venta de Essal a Iberdrola supero ampliamente previsiones de                   Corfo - Iberdrola acquired a 51% stake in Chilean water                   company Essal by offering US$93.6 mil: El Diario Business and                   Industry (Q1:31). Iberdrola won the privatization of the Chilean water company Essal with an offer of US$93.6 mil for a 51% stake in it. The second largest offer of US$70 mil was made by Aguas de Portugal, followed by Vivendi associated with Fomento de Construcciones (US$68.8 mil), and Union Fenosa (US$46.6 mil).


Chile's SEA (Sistema Administrador de Empresas) coordinated the privatization of Essal that supplies water to 120,000 customers. The government will keep a 35% stake in Essal, while another 10% will be sold to employees. Iberdrola has been playing as a multi utility services company in South America, and wants to have a presence in Chile, where it is a shareholder of the power plants Electroandina and Colbun. Next Iberdrola looks for the opportunities in the privatization of Essbio, the water company of Bio zone, scheduled to end 1999 early 2000. Essal had sales of US$4.4 mil in the first quarter of 1999 (Jan - March) and should invest US$95.3 mil until 2002, and Iberdrola has estimated investments of US$120 mil over the next years in sewage treatment plants. The next sanitary privatization scheduled in Chile is Essel, operating in the Central region, to be sold off in October.





� SABI (SOUTH AMERICAN BUSINESS INFORMATION): GAZETA MERCANTIL: BRAZIL: IBERDROLA TO INVEST US$2.7BIL IN LATIN AMERICA 90% match; Gazeta Mercantil - SABI ; 02-Aug-1999 11:12:01 am ; 160 words


Iberdrola's Iberener is to generate 30% of the global turnover by the year 2003. At present Iberener holds the following stakes in Latin America: Colombia - Gas Natural, 12.36%; Gas Oriente, 6.73%; Cundiboyacense, 8.9%; and Transcogas, 19.44% (all operate in gas distribution); Guatemala - EEGSA, 39.2% (power energy); Credieegsa, 39.16%; and Comegsa, 39.2%; Bolivia - Electropaz, 57.1% (power energy); Elfeo, 95% (power energy); Cadeo, 100%; Edeser, 86.16%; Brazil - CEG, 9.87% (gas distribution); Riogas, 13.12% (gas distribution); Coelba, 28.46% (power energy); Cosern, 22.46% (power energy); Itapebi, 22.46% (power energy); CRT, 2.25% (telecoms); Telesp, 1.35% (telecoms); Tele Leste, 11.94% (telecoms); and Tele Sudeste, 1.35% (telecoms); Chile - Essal, 51% (water); Ibener, 26.3% (power energy); Colbun, 5.26% (power energy); and Electroandina, 8.31% (power energy); Argentina - ECS, 17%. Iberdrola plans to invest US$2.75bil in Latin America between 1999 and 2003. In Brazil, the company will focus on natural gas-fired thermoelectric power energy generation. It considers building plants in the northeastern region along with Petrobras, and in Rio de Janeiro with Riogas and CEG's partners. Iberdrola's investments in Brazil total US$1.5bil, so far.





� 01 Aug 1999 Aguas de Misiones.(Brief Article)(Statistical Data Included):                  Project Finance Predicasts PROMT (Q1:20)  The concession for this project will begin on July 15 1999.


Status: The project tender has been awarded


Location: Province of Misiones, north-east Argentina


Sponsors: Urbaser, Dycasa and Urbaser Argentina -- all subsidiaries of the


Dragados Group.


Bidding contractors: FCC/Vivendi, Azurix Misiones and Sagua


Cost: Dollars 40 million


Operator: Urbaser


Concession period: 30 years


Description: The concession involves providing drinking water and


sewerage services in the towns of Posadas and Garupa. The project is


structured on a build-operate-transfer basis. The plant serves 300,000


people and has annual consumption of 37 million cubic metres. The World Bank


has supervised the bidding process and will provide Dollars 20 million to


upgrade the sewage collection and sludge treatment plants.





� 13 Aug 1999 AENA TO SIGN DOLLARS 261 MLN MEXICAN CONTRACT ON AUG 25:                   REUTER ECONOMIC NEWS Reuter Textline (Q2:29)     MADRID


Spanish airports authority AENA said on Friday that it had won a Dollars 261 million contract to run Mexico's Pacific region airports and that the formal signing will take place on August 25 


AENA, with Spanish partners construction company Dragados and electricity group Fenosa and Mexican hospital group Grupo Angeles, bid the top price for the 50 year Pacific region concession 


'We have received the official confirmation and the signing will be on August 25,' said an AENA spokeswoman 


The concession covers 12 airports including Guadalajara, Tijuana, Puerto Vallarta and Los Cabos which together handle more than 15 million passengers a year, AENA said 


Under the privatization terms, the AENA-led consortium will take a 15 per cent share with the remainder being sold off under a public share issue 


AENA said it already holds the concessions for foreign airports at Barranquilla and Cartagena de las Indias in Colombia. Partner Dragados manages Bogota airport in Colombia and Santiago in Chile


� Source: PSIRU database.


� Il Sole 24 Ore, 1 September 1998.


� RWE press release June 1999


� The Birmingham Post - United Kingdom ; 02-Aug-1999


� 20 Nov 1998 HANDELSBLATT: "The city of Bremen has sold a 74.9% stake in sewage treatment firm Abwasser Bremen GmbH to HanseWasser GmbH. The latter, which was set up in January of this year, is owned by Stadtwerke Bremen AG (51%) and Gelsenwasser AG (49%)."


� 15 Jan 1999 LES ECHOS:"The contest for the privatisation of Berlin water utility begins today. The interested groups have until this evening to submit their offers to acquire a maximum 49.9% stake in the capital of Berliner Wasser-Betriebe (BWB). The three French specialists in the sector, Vivendi, Suez-Lyonnaise des Eaux and SAUR are in the running. Joining them in the bidding are German industrial conglomerate Veba and US energy group Enron, as well as UK water companies. The final list of candidates will be announced tomorrow evening. In 1997, BWB generated turnover of DM 2.01bn (EUR 1.28bn) and net profits of DM 162.8m (EUR 83.28m), before the distribution of payments to the city of Berlin and allocation to reserves. Own funds in 1997 stood at DM 5.5bn (EUR 2.81bn)."


� 15 Sep 1999 SENATE WANTS TO POSTPONE BWB SALE (SENAT WILL VORZUG DES BWB                 VERKAUFS AUSSETZEN): BORSEN-ZEITUNG World Reporter (Q1:9)


 


The Berlin senate now wants to postpone the sale of 49.9 per cent of the Berlin water company Berliner Wasser Betriebe BWB to the RWE/Vivendi/Allianz consortium until after the judgement by the Berlin constitutional court. The European Commission and the Berlin senate have both already approved the transaction, but nothing will be done until 21 October 1999 when the court reaches a decision.


� 26 Mar 1999 WASA PRIVATISATION: PUNJAB GOVT AUTHORISED TO SIGN ACCORD                   WITH BERLIN WATER COMPANY: BUSINESS RECORDER World Reporter                   (Q1:70)





   BY ALI RAZA LAHORE : The federal government has authorised the Punjab government to sign an agreement with the Berlin Water Company (BWC), of Germany, regarding privatisation of Water and Sanitation Authority (Wasa), sources told Business Recorder on Thursday.


The Director-General, Lahore Development Authority (LDA), and Managing Director, Wasa will soon visit Germany to finalise the proposed agreement with BWC before April 1, 1999, sources added.


A senior Wasa official said that Wasa officials had taken a relaxation period of one month from the company to decide the future of its bid, while it was bound to reject or accept the bid by February 28 last.


Sources said that BWC, after winning the bid, sought a guarantee from the federal government, before investing around a billion dollars in Wasa, for two years' probation period.


BWC had also demanded free-hand to run the Wasa affairs, without any political interference, and a complete ban on worker unions, sources said and added that company officials had also visited several disposal stations and other installations of Wasa.


According to Wasa officials, the provincial government was not authorised to give a guarantee and sign agreements directly in case of foreign investment.


So, it sent the summary of the privatisation, along with BWC conditions, to the federal government.


Officials were of the view that the federal government was reluctant to provide the guarantee due to the imbroglio between the government and independent power projects (IPPs).


Therefore, the federal government has asked the provincial officials, who will be visiting Germany, to negotiate an alternative agreement with BWC minus the condition of guarantee, sources said.


The BWC, on the other hand, they said, wanted to sign the agreement directly with the federal government.


Sources said that the provincial high-ups were also trying to convince the company that Wasa union leaders would not create hurdles in the privatisation of Wasa as the government had already amended the LDA Act for termination of LDA and Wasa officials and workers on a 14 day notice period, should the need so arise.


According to the terms and conditions of the bid, the company will invest around a billion dollars in Wasa and run its affairs for two years.


After successful completion of the probation period, Wasa will be handed over to the company on a lease of 25 years, the officials said.


The Punjab government has also acquired consultation services of National Engineering Services Pakistan (Nespak) to supervise company affairs in Wasa after its privatisation.


Hundreds of Wasa officials fear termination after privatisation.


According to Wasa labour union, the staff working in operation and tubewell wings are no longer taking interest in their duties and are looking for new jobs.


The Wasa labour union has also filed a writ petition in the Lahore High Court on the issue of its privatisation and the LHC ordered Wasa high-ups to appear before the court with complete record of its officials and workers, according to an office-bearer of the labour union.


When contacted, Riaz Hakeem, Deputy Managing Director, Wasa, said that the LDA high-ups were dealing with the issue, but the LDA public relations director said that Riaz Hakeem was dealing with the whole issue and could give correct answers regarding the privatisation of Wasa.





� 11 Oct 1998 POZNAN WATERWORKS TO PARTNER WITH BERLIN FIRM: POLISH PRESS


                  AGENCY World Reporter (Q1:17)


 


 Poznan, Oct. 11: Berlin's waterworks (Berliner Wasser Betriebe - BWB)


are considering buying a 49-perent stake in the Water Mains and Sewage


Company in Poznan.


BWB's spokesman in Poland Hans Schaffarczyk said the company was also


interested in buying into waterworks operating in other Polish cities.


With 190 million DM in profits for 1996, Berliner Wasser Betriebe is


Germany's largest water mains and sewage treatment enterprise.


� 08 Jul 1999 WATER UTILITY FOR SALE: NEWSBASE CENTRAL EUROPE DAILY World


                  Reporter (Q1:32)


 


 The city of Tallinn plans to sell Tallinna Vesi (Tallinn Water Co) water


utility in a limited competition of bids to one of the five companies that


have so far shown interest in acquiring a stake in the firm.


Under a bill to be handled by the Tallinn City Council on Tuesday, five


companies which have shown interest in a strategic holding in Tallinn Water


Co can take part in bidding for the shares.


The five companies are Germany's Berliner Wasser Betriebe, Britain's


Severn Trent Water International and Wessex International Water Services, as


well as France's Northumbrian Lyonnaise Inernational and Generale des Eaux.


According to the Tallinn Water Co privatisation plan, the stock capital of


the company, which is currently fully owned by the City of Tallinn, must be


extended by 150 million to one billion kroons, upon which a stake of 33 per


cent in the company must be separated, making it possible to at least partly


cover the company's 1.4 billion kroon investment requirement.


Under the draft, the starting price of the shares in Tallinn Water Co is


their face value or ten kroons per share.





	© Unless otherwise stated, this report is the copyright of the PSIRU and the organisations which commissioned and/or financed it
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