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First objective of the reform: institutional reorganization and sector regulation

| n 90k theredwere a number of political-institutional and requlatory goals to be
met:

A To separate (public) asset and resource ownership and control from (private
or public) management of the service

A To institute, and regularly update, a national observatory for monitoring the
sector and enabling yardstick competition among water service companies

A To establish a singl e, -settiagtsysemal , fAnor m

A To reduce and gradually eliminate the
investments and covering service management costs
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T h e

reform6s second objective:
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From an industrial point of viewt h e g o a [9@s werar t

A

To overcome fragmentation in water services management,
whether directly handled by municipalities or through
municipally-owned companies

To optimize economies of scale

To attract private capital for financing investments
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Obstacles to be overcome
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Right from the start of the early reconnaissance and planning
phases there emerged a number of significant obstacles:

A Very extensive investments in new works were required,
especially as regards sewage collection and treatment (in order
to comply with European standards)

A Large quantities of pipelines and plants, dat i ng 60ac k
a n d0s,thad to be renovated or replaced

A Very significant water services management costs were
Ahiddenmunicipal i tiesd gener al
existing tariff systems

A Enormous differences in tariffs applied by different
municipalities
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The new regulatory framework
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Prior to the reform: absence of regulation and control where water services
are managed by publicly-owned companies or directly by municipalities

After the reform:
three levels of control

Optimal Basin Authority National Control Committee
(Autorita di Ambito Territoriale REGIONAL GOVERNMENT (Comitato di Vigilanza
Ottimale or AATO) Nazionale or COVIRI)

A Collection and
processing of water

A Investment planning sector data

A Coordination of the

A various ATO
el O WA, A Design of the tariff
concessions based on a

A Planning of water

: system

service contract resources use

concession) with the L

( : ) A Monitoring and control
water services company

of ATOsO6 activities
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The parties involved
: Implementation of PdA (basin Financing of PdA (basin
Regulation
management plans) management plans)
T

_ . AChecks profit management
In the case of public companies \
the two roles can be played by )
External

the same subject Dividends
s g agreements P e e e e e e e e e e e e e e — = -
Interest :
~ AATO Water company payments; Banks
(consortia of municipalities) (S.l.1. concessionaire) —
'ADr afts the Pia F] g - -+ & A-m bAintplemeqtsvvésenents included! + - - - - +, Acarries out due-diligence activities

:services basin plan) I lin the PdA (water basin plan) I
: . I I
:APrepares the concession I . _ I _ _ _ _
icontract for water company ' | concession 1AManages water services He—— AFinances investments included in
1
I

""""""""""" contract \according to the concession Financial, the PdA (water services basin plan)

ASelects the water company lcontract _ _ _ _ _ _ _________ ! resources
AControls the watler companyos I
operation and activities

Wat_er Taritt T TTTTTTTTTTTTTTTTTToT
service
standards
Final user

APays the tariff
ABenefits from the service
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Investment needs for the Servizio Idrico Integrato (S.I.1, Integrated Water Services)

Measured values

Projected values

Total
Average annual | .
Annual . investments
S.LI. Average annual | Investments per | . investments .
. . investments per . projected fo the
Investments investments capita it projected for the hol
Estimated investments capita whole of Italy Whote
for the S.I.I population
units (ml n U (ml n G (1) (0) (ml n (ml n U
Committee (2007) 28 826 1390 773 37 2204 45714
Blue Book (2007) 925 37 2 056 61 668

A A A AR AAS

Source: Comitato,elaborazioni indagini 2007 and data from the Blue Book (ANEA - Utlitatis, 2007)

A

Investments per capita (for the whole duration of the plan):

Average value: 773U

Maximum: 3.511 U

Minimum: 77 U

A Annual investments per capita:

Average value: 37 U

Maximum : 117 U

Minimum: 19 U
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Distribution of investments over time: crucial issues
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Early years Latter years

Compliance with legal standards A High capital intensity is maintained
regarding:

A Largely divergent aging of plants needs to be addressed

A Infrastructural A Pipelines and plants need to be replaced and maintained in good working order

requirements

A Service quantity and
quality

vi
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