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S If&ou have any questions, please contact me at (904) 630-5342.

Sincerely,

Ny S Aorchorc

Daniel D. Richardson

Enclosed are the original and five copies of the Application of United Water Florida,
Inc. for Transfer of Majority Organizational Control of its Corporate Grandparent, United
Water Resources, Inc. to Lyonnaise American Holding, Inc. The required Notices are
being mailed and published this week. Affidavits regarding notice will be late-filed exhibits.

Alsg enclosed is the $6,000 filing fee for this application covering both water and
—waltewater utilities.
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Ms. Blanco Bayo

Director, Division of Records and Reporting
December 6, 1999

Page 2

cC: without attachments:
John D. Williams
Billie B. Messer
Stephanie A. Clapp
Richard Redemann
D. Tyler Van Leuven, Esq.
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Application of United Water
Florida, Inc. for Transfer of Majority
Organizational Control of its
Corporate Grandparent, United
Water Resources, Inc. to Lyonnaise
American Holding, Inc.

DOCKETNO. 99/ 4 lpr ~20S

DATE SUBMITTED FOR FILING:
December 7, 1999

R L N

APPLICANT

United Water Florida, Inc.
1400 Millcoe Road
Jacksonville, Florida 32239

Persons to contact concerning Application
Daniel D. Richardson or

Mallory Gayle Holm

LeBoeuf, Lamb, Greene & MacRae, L.L.P.
50 North Laura Street, Suite 2800
Jacksonville, FL. 32202

(904) 354-8000

137601

DOCUMENT mimpeg -DATE
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In re: Application of United Water
Florida, Inc. for Transfer of Majority
Organizational Control of its
Corporate Grandparent, United
Water Resources, Inc. to Lyonnaise
American Holding, Inc.

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

pockeT No. 79185 3- WS

DATE SUBMITTED FOR FILING:
DECEMBER 7, 1999

N’ e’ e’ e’ e S S

TO:

organizational control of United Water Resources, Inc., the corporate grandparent of
United Water Florida, Inc., the utility operating under Water Certificate No. 236-W and/or

Wastewater Certificate No. 179-S located in Duval, Nassau, and St. Johns Counties,

Director, Division of Records and Reporting
Florida Public Service Commission

2540 Shumard Oak Blvd.

Tallahassee, Florida 32399-0850

The undersigned hereby makes application for the transfer of the majority

Florida, and submits the following information:

PART I APPLICANT INFORMATION

A)

The full name (as it appears on the certificate*), address and telephone number of
the seller: The "Seller" is the holder of the publicly held shares of United Water
Resources, Inc., the corporate grandparent of the utility. The jurisdictional utility is:

United Water Florida, Inc.

Name of utility
(904) 721-4601 (904) 721-4658
Phone No. Fax No.

1400 Millcoe Road

Office street address

Jacksonville Florida 32239
City State Zip Code
Post Office Box 8004 Jacksonville _ Florida 32239-8004

Mailing address if different from street address

* United Water Resources, Inc. holds no Florida certificates. Certificates are
held in the name of United Water Florida, Inc.



B)

The name, address and telephone number of the person to contact concerning this
application:

Daniel D. Richardson (904) 354-8000 (904) 353-1673
Name Phone No. Fax No.

50 N. Laura Street, Suite 2800
Street address

Jacksonville FL 32202
City State Zip Code
C) The full name (as it appears on the certificate*), address and telephone number of
the buyer:
Lyonnaise American Holding. inc. ("LAH")
Name of utility
(201) 767-2851 (201) 784-7067
Phone No. Fax No.
2000 First State Boulevard
Office street address
Wilmington DE 19804-0507
City State Zip Code
same as street address
Mailing address if different from street address
n/a
Internet address if applicable
* Certificates from the Florida Public Service Commission are held in the name
of United Water Florida, Inc.
D) The name(s) and address(es) of all of the buyer's corporate officers, directors,
partners and any other person(s) who will own an interest in the utility.
100% of the outstanding capital stock of the buyer is held by Suez Lyonnaise des
Eaux. A list of directors and officers of the buyer is attached hereto as Annex D-1,
pages 9-10 of this Application.
PART I FINANCIAL AND TECHNICAL INFORMATION
A)  Exhibit A - A statement by the buyer indicating how the transfer is in the public

interest, including a summary of the buyer's experience in water and/or wastewater
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utility operations, a showing of the buyer's financial ability to provide service and
a statement that the buyer will fulfill the commitments, obligations and
representations of the seller with regard to utility matters. See pages 11-15 of this
Application.

B) List the names and locations of other water and/or wastewater utilities owned by the
buyer and PSC certificate numbers, if any. See Exhibit B, "About UWR, SLDE, and
LAH", pages 16-18 of this Application.

C) ExhibitC- Acopyofthe purchase agreement. See bound draft Proxy Statement
marked Exhibit C to this Application with Purchase Agreement
included as Annex A therein.

D) ExhibitD - A statement of how the buyer is financing the purchase. See Exhibit
D which is page 19 of this Application.

E) ExhibitE- A list of all entities, including affiliates, which have provided or will
provide funding to the buyer, and an explanation of the manner and
amount of such funding, which shall include their financial statements
and copies of any financial agreements with the utility. This
requirement shall not apply to any person or entity holding less than
10 percent ownership interest in the utility. See Exhibit D which is
page 19 of this Application. Financial Statements are in the SLDE,
LAH and United Water, Florida, Inc. 1998 Annual Reports which are
marked as bound Exhibits E1, E2 and E3.

F) Exhibit F - A statement from the buyer that after reasonable investigation, the
system being acquired appears to be in satisfactory condition and in
compliance with all applicable standards set by the DEP. See Exhibit
F which is page 20 of this Application.

If the system is in need of repair or improvement, has any outstanding Notice of
Violation(s) of any standard(s) set by the DEP or any outstanding consent orders
with the DEP, the buyer shall provide a list of the improvements and repairs needed
and the approximate cost to make them, a list of the action taken by the utility with
regard to the violations, a copy of the Notice of Violation(s), a copy of the consent
order and a list of the improvements and repairs consented to and the approximate
cost. See Exhibit F which is page 20 of this Application.

PART Ill NOTICE OF ACTUAL APPLICATION

A) Exhibit G- An affidavit that the notice of actual application was given in

accordance with Section 367.045(1)(a), Florida Statutes, and Rule
25-30.030, Florida Administrative Code, by regular mail to the
following:



(1)

()

3)

(4)
()
(6)
(7)

G

the governing body of the municipality, county, or counties in which the
system or the territory proposed to be served is located;

the privately owned water and wastewater utilities that hold a certificate
granted by the Public Service Commission and that are located within the
county in which the utility or the territory proposed to be served is located;

if any portion of the proposed territory is within one mile of a county
boundary, the utility shall notice the privately owned utilities located in the
bordering counties and holding a certificate granted by the Commission;
the regional planning council;

the Office of Public Counsel;

the Public Service Commission's Director of Records and Reporting;

the appropriate regional office of the Department of Environmental
Protection; and

the appropriate water management district. Copies of the Notice and a list
of entities noticed shall accompany the affidavit. THIS WILL BE A
LATE-FILED EXHIBIT.

B) ExhibitH- An affidavit that the notice of actual application was given in
accordance with Rule 25-30.030, Florida Administrative Code, by
regular mail or personal delivery to each customer of the system
being transferred. A copy of the Notice shall accompany the affidavit.
THIS WILL BE A LATE-FILED EXHIBIT.

C) Exhibit [ - Immediately upon completion of publication, an affidavit that the
notice of actual application was published once in a newspaper of
general circulation in the territory in accordance with Rule 25-30.030,
Florida Administrative Code. A copy of the proof of publication shall
accompany the affidavit. THIS WILL BE A LATE-FILED EXHIBIT.

PART IV FILING FEE

Indicate the filing fee enclosed with the application:
$3.000 (for water) $3.000 (for wastewater).
PARTV OTHER
A) Exhibit J- Evidence that the utility owns the land where the utility treatment

facilities are located. If the utility does not own the land, a copy of the



B)

C)

Exhibit K -

Exhibit L -

agreement which provides for the long term, continuous use of the
land such as a 99-year lease. The Commission may consider a
written easement or other cost-effective alternative. See Exhibit J
which is page 24 of this Application.

The original and two copies of revised tariff sheet(s) reflecting the
change in ownership. See Exhibit K which is page 25 of this
Application.

The utility's current certificate(s). If not available, an explanation of
the steps taken to obtain the certificate(s). See Exhibit L which is
page 26 of this Application.



PART Vi AFFIDAVIT

I, Gary R. Moseley, do solemnly swear or affirm that the facts stated in the forgoing
application and all exhibits attached thereto are true and correct and that said statements
of fact thereto constitutes a complete statement of the matter to which it relates.

By: //éo
7

Applieant's Signature

Gary R. Moseley
Applicant's Name (Typed)

Vice President-General Manager

United Water Florida, Inc.

Applicant's Title
Subscribed and sworn to before me this 3 OH day of the month of-Becember

in the year of 1999, by Gary R. Moseley, who is personally known to me

or produced the following identification

(Type of Identification Produced).

MY COMMISSION # CC 807607
EXPIRES: 02/08/2003

Print, Type or Stamp Com|3|ed Name
of Notary Public



STATE OF NEW JERSEY )
) SS.:
COUNTY OF BERGEN )
JOSEPH V. BOYLE, being duly sworn, deposes and says that he is the Vice President —

Finance and Treasurer of Lyonnaise American Holding, Inc., he has read the foregoing

Application and knows the content thereof, and that the same is true to his own knowledge,

@W@B@z
wseph V. Bpy
Sworn to before me this

I 9thday of Nowembac ,1999.

information and belief.

S U\\%"\cw'xu/a\\/%mﬁ
Notary Public
DEBRA MAUREEN VISCONTI

NOTARY PUBLIC OF NEW JERSEY
Commission Expltes 8/19/2004




STATE OF NEW JERSEY )
) SS.:
COUNTY OF BERGEN )
DONALD L. CORRELL, being duly sworn, deposes and says that he is the Chairman,

President and Chief Executive Officer of United Water Resources Inc., he has read the foregoing

Application and the content thereof, and that the same is true to his own knowledge, information

%%M

Donald L. Correll

and belief.

Syyorn tc before me this
St day of Nevembad 1999,

Notary Public
DEBRA MAUREEN VISCONTI
NOTARY PUBUC CF NEH Jipssy
Commission Expiros 871572008




Directors and Executive Officers of LAH

ANNEX D-1

Set forth below are the (i) name, (ii) current business address, (iii) present principal
occupation or employment, (iv) material occupations, positions, offices or employments for
the past five years and (v) citizenship of each director and executive officer of LAH.

Name and Current Business Address

Jerome Monod

c/o Suez Lyonnaise des Eaux
1, rue d'Astorg

75008 Paris, France

Philippe Brongniart

c/o Suez Lyonnaise des Eaux
1, rue d'Astorg

75008 Paris, France

Jean Michel Brault

¢/o United Water Services
200 Old Hook Road
Harrington Park, New Jersey
07640-1799

Present Principal Occupation or
Employment; Material Positions Held During
the Past Five Years; Citizenship

Director and Chairman, LAH (1980-
present); Chairman of the Supervisory
Board, SLDE (1997-present); Chairman of
the Board, Lyonnaise des Eaux (1980-
1997). French citizen.

Director and President of LAH (1993-
present); Member of the Executive Board,
SLDE (1997-present); Executive Vice
President, Lyonnaise des Eaux (1993-
1997); Director, H\2\\O Acquisition Co.
(1999-present); President, LEO Holding
Company (1999-present). French citizen.

Director and Executive Vice President,
LAH (1997-present); Vice President-North
America, SLDE (1994-present); Vice
Chairman and Chief Executive Officer,
United Water Services LLC (1997-
present); Chairman and Chief Executive
Officer, United Water Services Canada
L.P. (1997-present); Chairman and Chief
Executive Officer, United Water Services
Mexico LLC (1997-present); Director and
President, LAH Acquisition (1999-present);
Vice President--Business Development,
GTM International (SLDE subsidiary)
(1992-1994). French citizen.



Thierry Bourbie

c/o Suez Lyonnaise des Eaux
1, rue d'Astorg

75008 Paris, France

Joseph V. Boyle

c/o United Water Services
200 Old Hook Road
Harrington Park, New Jersey
07640-1799

Director and Vice President, LAH (1998-
present); Director, United Water
Resources Inc. (1996-present); President
of the International Water Division, SLDE
(1996-present); Director of French Water
Water Operations Lyonnaise des Eaux
(1994-1996); Chief Executive Officer and
Chairman, Lyd Informatique (SLDE
subsidiary) (1994-1996); Chief Executive
Officer and Chairman, Apic Syst (SLDE
subsidiary) (1991-1995), Director,
Sociedad General de Aguas de Barcelona,
S.A. French citizen.

Director, LAH (1997-present); Vice
President-Finance and Treasurer, LAH
(1994-present); Vice President, United
Water Services LLC (1997-present); Vice
President, LAH Acquisition (1999-
present). United States citizen.
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EXHIBIT A

Transfer of the majority organizational control of United Water Resources, Inc.
("UWR"), a New Jersey corporation and the grandparent corporation of United Water
Florida, Inc., to Lyonnaise American Holding, Inc. ("LAH"), a Delaware corporation and the
current owner and holder of 30.1% of the outstanding common stock and 98.1% of the
preference stock of UWR (for purposes of this Application, the "Buyer"), is in the public
interest.

Pursuant to an Agreement and Plan of Merger dated as of August 20, 1999 (the
"Agreement"), by and among UWR, the Buyer, LAH Acquisition Co., a Delaware
corporation and a wholly-owned subsidiary of the Buyer ("LAH Acquisition"), and Suez
Lyonnaise des Eaux, a societe anonyme organized and existing under the laws of the
Republic of France and the parent corporation of the Buyer ("SLDE"), UWR has agreed
to merge with LAH Acquisition, with UWR as the surviving corporation. This merger will
cause UWR to become a wholly-owned subsidiary of the Buyer; Buyer will thus increase
its ownership of UWR to 100%. See the following Annexes attached hereto which explain
and depict the subject transaction: Annex A-1, diagram of the pre-merger corporate
organization of UWR, and Annex A-2, post-merger corporate organization of UNVR. By
virtue of the subject transaction, no change will occur in the ownership of UWR's indirect
subsidiary, United Water Florida, Inc. ("UWF"), nor in its rates, conditions of service, or
operations. See Proxy Statement with Agreement, Exhibit C.

As a result of the proposed transaction, UWR, the second largest water utility
holding company in the United States, will become a wholly-owned subsidiary of the Buyer,

which is itself a wholly-owned subsidiary of SLDE. See Exhibit B, "About UWR, SLDE and
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LAH". Following the merger, the resulting company will continue to operate as United
Water Resources, Inc. In keeping with its international business policy of allowing
successful national firms to maintain their well-established national character, SLDE has
announced that the management decision center for UWR will remain in Harrington Park,
New Jersey which has been UWR's corporate headquarters for many years. No changes
have been announced with respect to the operation of UWR's indirect subsidiary, UWF,
or UWF's water or wastewater facilities as a result of the merger. Florida customers
should continue to experience the same high quality of service that they have come to
expect from UWF. All of the management expertise, experience, and strength of UWR will
be retained. That management expertise, experience, and strength will be enhanced,
however, by the world-wide strength of the Buyer and SLDE.

From a management and corporate point of view, the proposed transaction will
significantly enhance UWF's position. As an indirect subsidiary of the Buyer, UWF,
together with the other direct and indirect subsidiaries of SLDE, will have improved access
to substantial financial, operational and technological resources. Those resources will
allow UWF to continue to pursue the emerging opportunities for utility acquisitions and
public/private partnerships in water and wastewater in Florida. UWF will be able to
leverage the combined resources of UWR, the Buyer, and SLDE to meet the growing
needs of its Florida municipal and industrial customers. UWF's access to greater financial
resources will allow it to serve the public interest in Florida more effectively than ever
before.

Another of the benefits of the proposed transaction that attracted UWR to the Buyer
and its parent, SLDE, was the opportunity for more direct access to the advanced water

quality expertise and world class research for which SLDE is famous. For instance, UWR

12



and its subsidiaries have already benefitted from new technology developed by SLDE,
including DNA chip technology for water testing, ultraviolet light disinfection, prefiltration
and ultrafiltration, water recycling and iron removal. This transaction will further increase
the capability of UWR and its subsidiaries to continue to provide high quality service and
cutting edge technology to existing and new communities. SLDE's annual budget for
research and development exceeds $60 million annually.

SLDE has vast experience in the successful planning and management of large
capital projects. That experience will benefit the existing customers of UWR's wastewater
and water utilities. It will also enhance UWR's capabilities which will be offered to future
projects in Florida as the opportunities for growth present themselves.

The proposed transaction does not seek any changes in the rates charged by UWF
to its customers, or in any of its policies with respect to service, employees, operations,
financing, accounting, capitalization, depreciation or other matters affecting the public
interest or utility operations. UWF will continue to maintain its books in accordance with
the Uniform System of Accounts prescribed by the Commission. All commitments,
obligations, and representations of UWR and UWF with regard to utility matters will

continue to be fulfilled.
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ANNEX A-1

Ownership of United Water
(Before Merger)

Suez Lyonnse des Eaux
(n SLDE ")

100%

Ownership
of LAH

Other

Shareholders Lyonnaise American Holding, Inc.

("LAH")

67% 33%

Ownership Ownership
of UWR of UWR
United Water ?@’
Resources, Inc. ("UWR")e.
100%
Ownership
of UWW

United Waterworks, Inc.

("UWW")

100%
Ownership
of UWF

United Water Florida, Inc.
("UWF")

Florida Customers
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Ownership of United Water

(After Merger)

Suez Lyonnaise des Eaux
("SLDE")

100%
Ownership
of LAH

Lyonnaise American
Holding, Inc. ("LAH")

100%
Ownership
of UWR

United Water ?&

Resources, Inc. ("UWRY)

100%
Ownership
of UWW

United Waterworks, Inc.

("UWW")

100%
Ownership
of UWF

United Water Florida, Inc.
("UWF")

Florida Customers
15
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EXHIBIT B

ABOUT UWR, SLDE, AND LAH

United Water Resources Inc. (UWR)
200 Old Hook Road
Harrington Park, New Jersey 07640
(201) 784-9434

UWR is a holding company primarily engaged in water-related businesses. As the
second largest investor-owned water services company in the United States, UWR
provides water and wastewater services through its regulated utilities and nonregulated
contract operations (some of which are owned jointly with the Buyer) to over 7.5 million
people in more than 400 communities in 19 states. UWR also has investments in joint
venture companies providing water services in Canada and Mexico, in which the Buyer is
a majority owner, and has an investment in a water services company in the United
Kingdom made in partnership with SLDE. In addition, UWR owns and manages real estate
investments through a wholly-owned subsidiary. UWR has been listed on the New York

Stock Exchange since 1889 and has paid cash dividends on its common stock

continuously since 1886. See 1998 Annual Stockholder's Report.
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Suez Lyonnaise des Eaux (SLDE)
1, rue d'Astorg
75008 Paris
France

SLDE, a societe anonyme organized and existing under the laws of the Republic
of France, operates private infrastructure services in more than 120 countries, providing
electricity and natural gas, waste services, communications services, and water services
and maintains interests in construction and capital investments. SLDE was formed from
the 1997 merger of Compagnie de Suez (builder of the Suez Canal) and Lyonnaise des
Eaux. SLDE's registered office is located at 72 Avenue de la Liberte, 92022 Nanterre

Cedex, France, and the principal address of SLDE's water division is 18 Square Edouard

VI, 75316 Paris Cedex 09, France. See 1998 Annual Stockholder's Report.
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Lyonnaise American Holding, Inc. (the Buyer)
2000 First State Boulevard

Wilmington, Delaware 19804-0507
(201)767-2851

The Buyer is a Delaware corporation. Its principal business is as a holding
company of (i) its ownership interest in UWR, (ii) 50% of the voting interest in United
Water Services LLC, a Delaware limited liability company which provides services in the
water and wastewater industries to municipalities in the United States, (iii) majority
interests in United Water Services Canada L.P., an Ontario, Canada limited partnership,
and United Water Services Mexico LLC, a Delaware limited liability company, which
provide services in the water and wastewater industries to municipalities in Canada and
Mexico, respectively, and (iv) a 49% interest in Technologia y Servicios De Agua, S.A., a
Mexican company which provides certain water services to the city of Mexico City, Mexico.
On November 12, 1999, LAH acquired all of the Common Stock of Nalco Chemical
Company ("Nalco"), through a newly created, wholly owned merger subsidiary for
approximately 4.1 billion dollars. Nalco, based in Napezuville, lllinois, is one of the world's
largest providers of water treatment and process chemicals, services and systems.

All of the issued and outstanding shares of capital stock of the Buyer are owned
beneficially and of record by SLDE. The principal business mailing address of the Buyer
is c/o United Water Services LLC, 200 Old Hook Road, Harrington Park, New Jersey
07640, and the address of its principal office is 2000 First State Boulevard, Wilmington,

Delaware 19804-0508. Annexed is the Consolidated Financial Statement for LAH for 1997

and 1998. (Exhibit E2.)
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EXHIBIT D

STATEMENT OF HOW THE BUYER IS FINANCING THE PURCHASE

Under the terms of the Agreement, which has been approved by the Board of
Directors of both companies, United Water Resources, Inc. will receive $35.00 in cash for
each United Water Resources, Inc.'s share held. The transaction values all of the issued
common shares of United Water Resources, Inc. at $1.36 billion ($0.90 billion for 67%).
Suez Lyonnaise des Eaux will assume approximately $0.80 billion in net debt and
preferred stock. The Agreement permits United Water Resources, Inc. to increase its
regular quarterly dividend and to pay a special dividend at closing for an aggregate
dividend increase of 48 cents per share. The total cash to be paid to United Water
Resources, Inc.'s shareholders is $35.48, including the dividend increases, representing
a premium of approximately 54% to United Water Resources, Inc.'s price of $23.06 on
August 12, 1999. The transaction is expected to close during the first half of 2000.

Suez Lyonnaise des Eaux anticipates funding the United Water Resources, Inc.'s
transaction from internal resources and existing bank facilities. Rothschild, Inc. and
Rothschild & Cie have acted as financial advisors to Suez Lyonnaise des Eaux. Morgan

Stanley Dean Witter and Co. acted as financial advisor to United Water Resources, Inc.
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Suez Lyonnaise des Eaux sponsors

an exhihition of Monet's Water Lilies

at the Orangerie Museum in Paris
(organized by the Réunion des musées nationaux)

Claude Monet's trail-blazing "Nymphéas' or water lilies
cycle marked a seminal moment in 20th century painting.
He displayed the creativity and bold innovative spirit Suez
Lyonnaise des Eaux seeks to promote in its own businesses,
namely energy, water, waste services and communications.
As in the world of the water lilies, where the beholder must
look for the truth beneath the surface, where the fragile
cycle of life first takes form, so, at the heart of life, Suez
Lyonnaise des Eaux conceives, finances, builds and operates
the world over.

Suez Lyonnaise des Eaux has produced an entertaining yet informative CD-Rom to take you on a "journey to the heart of life."
Call freephone number (0800 177 177 in France) for your copy of this CD-Rom.



SUEZ LYONNAISE DES EAUX
AT THE HEART OF LIFE

Energy, water, waste services, communications:

Suez Lyonnaise des Eaux has chosen to focus its
development on four services crucial to humanity's
fundamental needs. Rapid urban growth, increasing
demands for environmental protection and higher
standards of service, market deregulation, growing
recourse to private management, technological
innovation-all these factors play a part in the massive
upheavals occurring in our husinesses at present,
creating outstanding global opportunities for us.

Suez Lyonnaise des Eaux is transforming itself
rapidly in order to respond to those challenges.

It is turning itself into a worldwide group to provide
the services customers demand. Today it is Europe's
number one private electricity generator and world
number three private energy producer; it is a world
leader in the water management husinesses;
Europe's number one in waste management;

the leading cahle operator in France and Belgium.
In all these sectors, Suez Lyonnaise des Eaux

is confirming its position as a front rank player.

Having set out to generate 50 percent of its sales
outside France and Belgium hy 2002, the Group's
ambition is to become the world leader in private
infrastructure services, and to hoost net current

income per share to 8.54 euro (FRF 56 per share).

Revenues:

hillion euro
(FRF 205.7 hillion)
+ 8 percent

Capital expenditures:
hillion euro
(FRF 101.7 hillion)

employees

in countries

Group net income:
hillion euro (FRF 6.6 hillion)
+ 64.3 percent

Group net current income:
hillion euro (FRF 5 hillion)
+ 25.2 percent



MESSAGE FROM THE CHAIRMAN
AND FROM THE CEQ AND PRESIDENT

JEROME Monop
CHAIRMAN OF

THE SUPERVISORY BOARD

Dear shareholder,

Nineteen ninety-eight was the Suez
Lyonnaise des Eaux Group's first full
financial year.

When Compagnie de Suez and Lyonnaise
des Eaux merged, in June 1997, we set ourselves
a highly ambitious goal, which was to create a world
leader in private infrastructure services.

At that time, we set ourselves three strategic
aims:

- to re-center and streamline the Group around
four core businesses, namely energy, water, waste
services and communications;

- to make each of these businesses a global player;

- to reconcile growth with profitability in order
to create value more pro-actively, our clear
commitment being to double net current income
per share by 2002.

GERARD MESTRALLET
C.E.O. AND PRESIDENT
OF THE EXECUTIVE BOARD

We are pursuing this industrial project faithfully,
rigorously, and with determination.

The results of the first two years confirm the
Group's dynamism and potential, and have borne
out the wisdom of the strategy you chose when you
approved the merger.

Suez Lyonnaise des Eaux has accelerated
its transformation into a truly industrial
Group.

In the space of 24 months, the Group has
definitively divested itself of its banking, financial
and real estate activities in France. It now retains
only a stable 21 percent stake in Fortis, Europe's
tenth largest financial services group. Cross equity
holdings with Saint-Gobain and Axa have been

unwound, meanwhile.
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OF THE SUPERVISORY BOARD
OF THE EXECUTIVE BOARD

All of these transactions took place on excellent
terms. The Group thus now enjoys substantial
additional leeway, and the capital gains realized have
boosted its earnings capacity. With 15.5 billion euro
(FRF 101.7 billion) in investments and 6.5 bil-
lion euro (FRF 42.6 billion) in asset disposals in the
past two years, Suez Lyonnaise des Eaux now ranks
among France's foremost investors. Its cash flow
3.65 billion euro (FRF 24 billion in the 1998) has
given it the means to reinforce its industrial
capabilities.

Its core businesses now account for 68 percent
of Group revenues and 73 percent of its capital
employed.

Suez Lyonnaise des Eaux has established
itself as a major worldwide player in its
private infrastructure services businesses.

A number of significant acquisitions left their
mark on 1998, notably BFI's international activities in
waste services, and Gerasul, southern Brazil's number
one electricity generator, in the energy sector.

The Group consolidated its positions in Europe
and continues to conquer world markets.

In the energy sector, the Group has become the
world's number three independent energy producer
thanks to Tractebel. In Water, Suez Lyonnaise
des Eaux is intensifying its business development,
winning several new contracts. The successful
integration of BFI's assets in 1998 and the
acquisition in 1999 of the OTTO group, Germany's

number three operator, have made us the leading
waste services operator in Europe, Asia, and Latin
America.

With a 65 percent increase in international
operations, the Group's core businesses have again
confirmed their growth potential. The proportion
of core businesses' sales generated outside France
and Belgium rose from 27 percent to 37 percent,
in line with our 50 percent target set for 2002.
As a front-rank player in each of its businesses,
Suez Lyonnaise des Eaux intends to leverage
its strengths and expertise in order to expand
in these fast-growing markets, and to take advantage
of the trend to outsourcing of municipal services
to specialist operators.

Finally, Groupe GTM continued to build up its
concession operating and services activities relative
to its construction business, achieving first-class
results in the process. It thus confirmed its robust
profitability and strong international presence.

1998 earnings significantly exceeded
our forecasts, confirming the performance
and profitahility targets set at the time of
the merger.

This earnings performance points to strong
future growth. At one billion euro (FRF 6.6 billion),
net income, Group share, has been multiplied by
three in two years. Net current income, the Group's
key indicator, has grown by 25 percent in 1998
to 763 million euro (FRF 5 billion), having risen by

50 percent in the past two years.

)
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&€& The results of the first two years
confirm the Group's vitality and potential,
and the wisdom of the strategy

you voted for when approving the merger. 9%

We are fully confident in the solidity of these
prospects. Visibility over the next two years is
strong, thanks to recurring earnings in our core
businesses and capital gains from disposals already
concluded.

Profitability and value creation are our
priorities.

We confirm our target of doubling net current
income per share to 8.54 euro (FRF 56) by 2002.

As pledged in 1997, we now have in place a series
of indicators to analyze Group profitability.
The overriding criterion is return on capital
employed after tax, our medium-term objectives
being to exceed the weighted average cost of capital
plus three percentage points. This objective
has indeed been incorporated into the formula
used to calculate the remuneration of the Group's
top management.

Our clearly-stated ambition is to turn our
Group into one the market's top performers, a truly
global Group in terms of its workforce, its markets,
and its culture; to create a more coherent, more
mobile and more dynamic Group, built upon
a powerful, profitable presence in Europe.

We have reorganized our businesses in order to
strengthen them.

In the Energy sector, the Group is preparing for
market liberalization and radical changes impending
in Europe, the United States and Latin America. The

disposal of Elyo to SGB marked the first stage in the
construction of a unified energy arm with Tractebel
as its industrial focal point, in a drive to build a
world-class energy business. That is our major
industrial project for the coming months, as we start
to create an operation covering the spectrum of
electricity, gas, and heating technologies.

In the Water sector, our know-how lies in the
management and operation of large-scale integrated
drinking water distribution and waste water
treatment systems. We intend to consolidate our
world leadership in this industry.

In Waste Services, we have achieved our stated
aims of growth and profitability.

In Communications, the Group is now the
leading shareholder of TPS. It is accompanying the
vigorous development of M6, and is positioning
Lyonnaise Cable on the new digital and multimedia
markets.

We have organized the Group along more
forceful lines, working through more tightly-
knit management teams.

Training, human resources management, and
new, more modern, more international working
methods. .. we have set in motion several programs
to adapt the Group rapidly and effectively to
globalization and the new demands made by its
markets. For example, we have set up an international
university, to provide training of a standard and
dimension to match our ambitions.



€& Visibility over the next two years
is strong, thanks to recurring earnings
in our core businesses and capital gains
from disposals already concluded. 7%

We wanted to bring the interests of our
employees and shareholders full into line hy
giving our staff a stronger stake in the develop-
ment of the Group, through our employee
shareownership plans.

Suez Lyonnaise des Eaux also completed its
review of its values this year. Professionalism,
partnership, teamwork, value creation, protecting
the environment, and ethics: those are the 6 values
that unite our 201,000 employees around the
world, and to which they are committed.

At the dawn of the 21st century, Suez Lyonnaise
des Eaux was born with high ambitions, namely to
imagine, finance, build and operate what is at the
heart of humans' most fundamental needs the
world over.

Designing rational, efficient energy systems,
supplying water to all, managing urban waste
services while respecting the environment those are
some of the major challenges facing businesses and
local governments. The Group has the skills and the
resources to meet those challenges. Each of its
employees is well aware of this ambition and strives
to earn the confidence, customers and shareholders
have placed in him or her.

We hereby renew our pledge to work for these
objectives.
Very sincerely yours.

3&;!/\‘»«/% (;‘Q/W'A/f)/j

JEROME Monop

GERARD MESTRALLET



CORPORATE GOVERNANCE

Suez Lyonnaise des Eaux rigorously and vigilantly applies the principles of corporate
governance. In addition to the necessary compliance with the rules laid down

hy the financial markets supervisory authorities, the Group is careful to respect each
of its shareholders, seeking to provide full and clear disclosure of all relevant information.

SUPERVISORY BOARD

Jérome MONOD

68, Chairman of the Supervisory
Board, Chairman of the Board
(1997-2001).

French.

Jean GANDOIS

68, Vice Chairman of

the Supervisory Board,
Former President of the CNPF

(French employers' confederation).

Vice Chairman of the Board
(1997-2001).
French.

Gerhard CROMMEW

55, Chairman of the Executive
Board, THYSSEN KRUPP AG
(1997-2001).

German.

Etienne DAVIGNON

66, Chairman,

SOCIETE GENERALE DE
BELGIQUE (1997-2001).
Belgian.

From left to right; Front row: Lucien Douroux, Jean Gandois, Jérome Monod, Albert Frére, Jean Syrota. Middle row; Claude Pierre-
Brossolette, Jean Peyrelevade, Etienne Davignon, Frederick Holliday, Gerhard Cromime. Back row; Reto Domeniconi, Jacques Lagarde,

Paul DESMARAIS Jr0)
44, Chairman of the Board
and Co-Chief Executive,
POWER CORPORATION
OF CANADA (1998-2001).
Canadian.

Reto DOMENICONI®™
62, Former Executive Vice
President, NESTLE SA
(1997-2001).

Swiss.

Lucien DOUROUX

65, Chief Executive Officer,
CAISSE NATIONALE DE
CREDIT AGRICOLE
(1997-2001).

French.

Jean DROMER (1)
69, Chairman,
Fondation de France
(1997-1998).
French.

Pierre FAURRE

56, Chairman, SAGEM
(1997-2001).

French

Ricardo FORNESA RIBO

67, Chairman, SOCIEDAD
GENERAL DE AGUAS DE
BARCELONA SA (1997-2001).
Spanish.

Albert FRERE® ()

72, Chairman,

GROUPE BRUXELLES
LAMBERT (1997-1999).
Belgian.

Frederick HOLLIDAY

63, Chairman, NORTHUMBRIAN
WATER GROUP (1997-2001).
British.

Philippe JAFFREW

53, Chairman and Chief
Executive Officer ELF
AQUITAINE (1997-2001).
French.

André JARROSSON

68, Honorary Chairman,
Groupe GTM (19971-2001).
French.

Jacques LAGARDE()

60, Adviser to the Chairman,
THE GILLETTE COMPANY
(1997-2001).

French.

Philippe MALET®

73, Honorary Chairman,
COMPAGNIE DES SALINS DU
MIDI ET DES SALINES DE L'EST
(1997-1999).

French.

Bernard MIRAT® @)

71, Former Deputy Chairman
and CEO, SOCIETE DES
BOURSES FRANGCAISES
(1997-1999). French.

Jean PEYRELEVADE
59, Chairman,
CREDIT LYONNAIS
(1997-2001).

French.

Claude PIERRE-BROSSOLETTE®
70, Chairman,

CAISSE DE REFINANCEMENT
HYPOTHECAIRE (1997-2000).

French

Jean SYROTA

61, Chairman,
COGEMA (1997-2001).
French.

Patrick Billioud is Secretary
to both the Supervisory Board
and the Executive Board.

(1) Independent member:
unsalaried, being neither

an officer of Suez Lyonnaise

des Eaux nor of a Group company,
nor linked to one or more
significant shareholders or customary
partners ol the Group or of a Group
company.

(2) Having due reuard to the
statutory aae limit, the statutory
limit of a term being 4 years,

andate to be put forward for
renewal 1999.



The 20-member Supervisory Board is designated by the
Shareholders' General Meeting and met 6 times in 1998.

The Supervisory Board of Suez Lyonnaise des Eaux is one of
the most international in Europe, with 7 non-French membets.
Six out of the 20 members are "independent" (1.

The company by laws require each member of the Supervisory
Board to hold at least 400 shares. A total of 523,662 euro
(FRF 3,435,000) was paid in Directors' fees in 1998 to members
of the Supervisory Board and of the three sub-committees.

The Supervisory Board has established three sub-committees:
Audit, Ethics, Nomination and Compensation. You may consult

BOARD SUB-COMMITTEES:
The Audit Committee, chaired by Claude Pierre-Brossolette,
met 3 times in 1998. The Suez Lyonnaise des Eaux Audit

EXEcUuTIVE BOARD

Appointed for 4 years,
the 3-member Executive Board
consists of:

Gérard MESTRALLET,
President of the E xecutive
Board

Philippe BRONGNIART,
Member of the Executive Board

Frangois JACLOT,
Member of the Executive Board

Gérard Mestrallet

STAFF MANAGERS

the reports of Committees of the Supervisory Board on page 154.

Philippe Brongniart

Committee performs two main functions. The first is to submit
the half-yearly and annual financial statements to detailed
scrutiny in order to enlighten the Supervisory Board as to their
content and their presentation to the public. The second is to
be apprised of internal and external control procedures, in
order to ensure that they appropriately cover all areas at risk.
The Ethics Committee, chaired by Jacques Lagarde, met

4 times in the course of the year. It enforces compliance with
the individual and collective values that underpin the activities
of the Group, and the rules of conduct which each individual
employee is required to apply.

The Nomination and Compensation Committee, chaired by
Jean Gandois, met twice in 1998. It submits recommendations
to the Supervisory Board regarding the nomination and
remuneration of members of the Supervisory Board and the
Executive Board.

Bernard PRADES,
Executive Vice President,
assisted by Valérie Alain,
Director Corporate Relations

Patrick BUFFET,
Executive Vice President ,
responsible for Strategy and
Development

Valérie BERNIS,

Special Advisor to the
President of the Executive
Board

Frangois Jaclot

MANAGEMENT OF DIRECT SUBSIDIARIES

Valérie BERNIS:
Senior Vice President, Financial
Communications

Thierry CHAMBOLLE:
Senior Vice President,
Environment and Technology

Alain FABRY:
Senior Vice President,
International Affairs

Dominigue FORTIN:
Senior Vice President, Human
Resources

Didier RETALI:
Senior Vice President, Finance

Gérard LAMARCHE:
Senior Vice President, Strategic
Planning and Control

Jacques LAMBERT:
Senior Vice President, Corporate
Sales

Vincent de LA VAISSIERE:
Senior Vice President, Corporate
Communications

Philippe de MARGERIE:
Vice President, General Counsel

Henry MASSON:
Senior Vice President, Corporate
Internal Audit

Jean-Pierre STANDAERT:
Senior Vice President
Legal and Tax

Michel BLEITRACH:
Chairman and Chief Executive
Officer, Elyo

Jean-Louis BRAULT:
Chairman and Chief Executive,
Officer, Groupe GTM

Alain HELLEQUIN:
Chairman and Chief Executive
Officer, Lyonnaise Cable

Christian MAURIN:
Chairman and Chief Executive
Officer, Degrémont

Xavier MORENDO:
Chairman and Chief Executive
Officer, Suez Industtie

Christine MORIN-POSTEL:
Chief Executive Officer, Chairman
of the Management Committee,
SGB

Gérard PAYEN:
Executive Vice President,
Water Division

Jacques PETRY:
Executive Vice President Sita
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SHAREHOLDERS' DIARY

There were 147.7 million Suez Lyonnaise des Eaux shares in issue at December 31, 1998,
at a price of 175 euro (FRF 1,148). The public float represents 68 percent

of the shares, and the average daily trading volume on the Paris Bourse was

430,000 shares. The Group's market capitalization exceeded 26.5 hillion euro

(FRF 174 hillion) on April 6, 1999, when the price stood at 179.5 euro (FRF 1,177).

The share price has gained 108 percent since the merger.

SHARE PRICE
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Suez Lyonnaise des Eaux's share price has followed an upward
trend since the merger, appreciating 108 percent, versus a
57 percent rise in the CAC 40 index of leading French stocks over
the same period (19/06/1997 to 06/04/1999). Suez Lyonnaise
des Eaux was the fifth-best performing share in 1998,

The share price rise was attributable to a series of major
developments accomplished by the Group in 1998, as
announced at the time of the merger in June 1997. These
developments comprised recentering on the energy, water,
waste services and communications businesses; accelerating
the pace of international development; and improving

earnings in each of the Group's businesses.

As a defensive growth stock, Suez Lyonnaise des Faux has
successfully weathered the recent bouts of stock market
instability, confirming the favorable view taken of it by the

markets.

SHARE DATA

* Suez Lyonnaise des Eaux shares are listed in:
Paris (monthly settlement market), Brussels, Geneva,
Luxembourg. It is also traded on the Monep (Paris traded

options market).

Sicovam ticker: 12052

LYOE.PA

Reuter ticker:

Bloomberg ticker:

LY EP

* Suez Lyonnaise des Eaux and EURO STOXX

Suez Lyonnaise des Eaux forms part of the Dow Jones EURO
STOXX index, the broad euro index of 320 large cap stocks
selected throughout the euro zone, ranking second in the

"Utilities" subdivision.

*» 1998 dividend

A dividend of 2.70 euro (FRF 17.71) per share, making a gross
dividend of 4.05 euro (FRF 26.56) including tax credit, up 18
percent over the previous year's dividend, will be proposed to
the General Meeting of Shareholders on May 28", 1999.

Our commitments

« To double net current income per share in 5 vears to 8.54 euros (FRF 56) per share in 2002,

* To distribute a net dividend (excluding tax credit) representing between 40 and 50 percent of Group net income.




STOCK MARKET DATA

1998 1997

Pricé at 31/12 ‘ 175 euro FRF 1,148 101.5 euro FRF 666
Number of shares in issue at 31/12 147,767,737 126,235,772

Market capitatization at 31/12 26 billion FRF 170 billion 13 billion FRF 84 billion

gure euro

Consaolidated net income per share 7.4 euro 48.6 FRF 4.9 euro FRF 32.3
Net dividend 2.7();“:’0 17,7 PRF 2.29 euro FRF 15.0
Gross dividend . 4.05 euro 26.6 FRF 3.43 euro FRF 22.5

Total yield

2.31 percent

3.38 percent

* Per share data

Par value:

10 euros

Number of shares in issue at December 31, 1998:

147,767,737

Group net current income:

5.6 euros (FRF 36.86)

Group net income per share:

7.4 euros (FRF 48.61)

SHAREOWNERSHIP AT 29/01/1999

Others (incl

-

13 percent individ

| shareholders) 70.6%

Electrafina 10.7%

Crédit Agﬂ;cle SL%

~ Cogema3.1%

Caisse des Dépdts et C ions (CDC) 3.1%

Fortis 2.2%

CNP Assurances 2.1%

Axa 2.0%

SHAREOWNERSHIP

France 46%

Belgium 18%

Rest of world 36%

French corporations 36%

Employees 1%

French individual investors 9%

Belgian individual investors 4%

Foreign corporations 50%

A WIDE DIVERSITY OF INDIVIDUAL
SHAREHOLDERS

Because of its position and outlook, Suez Lyonnaise des

Eaux's shares attract a wide diversity of investors.

Its 300,000 individual shareholders hold nearly 13 percent

of its capital, representing an investment of more than

3.36 billion euro (FRF 22 billion).

* Average holding: : 52.41 shares, representing an average line

0f 9,507.20 euro (FRF 62,363), a rise of 58.1 percent over the

average holding in 1997.

* Geographic location: 67 percent of shareholders live in the
provinces.

* Sex: 44 percent of shareholders are male, 32 percent female,
and 24 percent have joint accounts.

* Representativeness of French shareownership:
Group's French shareownership has two origins (stemming

the

from privatization in the case of Compagnie de Suez, and
Lyonnaise des Eaux's status as a blue-chip stock handed
down from generation to generation). Consequently, the
Group's individual shareholders cover a wide variety of
profiles, comprising small investors (30 percent hold fewer
than 11 shares) and holders of larger portfolios (11 percent
hold more than 100 shares, representing a line exceeding
19,400 euro or FRF 127,000.

According to a survey by La Tribune/Sofres in July 1998 on a

representative sample of 511 individual shareholders:

+ 47 percent of them intend to hold onto their Suez Lyonnaise
des Eaux shares;

* 45 percent want to buy Suez Lyonnaise des Eaux shares,

- 8 percent plan to sell.

They view Suez Lyonnaise des Faux as an attractive
investment:

* 30 percent consider the company's high profile is its main
asset,

- 18 percent think its profitability and earnings make it a solid
group,

+ 15 percent appreciate its growth potential.
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CREATING VALUE

Together with recentering, growth and development, value
creation has heen a priority right from the hirth of Suez

Each vyear, in June, each
subsidiary draws up its own
five-year plan. This is when
they reaffirm their growth
strategy and spell out how
they intend to achieve their
goals. The aim of each plan
is to increase the subsidiary's
contribution to Group earn-
ings and optimize its use of
resources.

The medium-term plans
drawn up by the subsidiaries
are then synthesized in the
action plans for each operat-
ing division.

At the beginning of each
year divisional managers
define a target for return on
capital employed (ROCE)
in consultation with the
Executive Board, and the
Group has put in place a
system of remuneration
indexed on how successful
these managers are in
achieving their targets.
Similar systems are gra-
dually being introduced in
the various subsidiaries.
At the same time, the
number of beneficiaries of
the stock options program

was expanded in 1998.

Lyonnaise des Eaux.

It is an integral part of the Group culture. Today, it is a state
of mind shared throughout all Group subsidiaries.
It guides the Executive Board in its strategic decisions,

and shapes the efforts of every member of Group personnel.

Divisional managers thus
have a stake in results along-
side the Executive Board, and
this is allowing shareholders
in Suez Lyonnaise des Eaux
to reap the full benefits of the
Group's policy of recentering
on its core businesses.

The outcome of this approach
was a 12.3 percent return on
equity in 1998, compared with
8.5 percent in 1997. Group net
current income, mean while,
advanced 25 percent, witha 15
percent rise on a per share
basis. This pace of growth is
consistent with the Group's
goal of doubling this figure
over the period 1997-2002.
With recentering practically
completed, the Group 1s now
concentrating on  faster,
profitable growth in its core
businesses, as illustrated by
the acquisition by Sita of
BFI's non-North American
operations, and those of
Gerasul by Tractebel.

The

Lyonnaise des Eaux and to

challenge to Suez
cach of its subsidiaries is to
combine rapid growth with
value creation, and to do so in

businesses characterized by

long payback times on

investments made today.

The key to the Group's

capacity to create value for

its shareholders lies in its
pledge to:

+ maintain its policy of
improving margins and
optimize returns on capital
employed,

- select investments rigorously,

+ preserve its financial flexi-
bility thanks to a strong
balance sheet, leaving the
Group free to seize all
investment opportunities if
they are beneficial to

shareholders.

Improving operating
margins and
optimizing returns on
capital employed

The
efforts to

Group pursued its
improve 1ts
operating margins in 1998.
In the water sector, in
France, a cost-cutting and
purchasing  optimization

program  was launched
which is expected to achieve
gross annual savings of
around FRF 400 million

by 2002.

In Europe, in the waste
services sector, Sita is seeking
to achieve a gross operating
margin of FRF 200 million
by 2000, by maximizing
synergy between the former
BFI units

subsidiaries.

and its own
Other action plans have been
implemented concurrently
in the water sector in Britain
and Argentina, and in elec-

tricity in Belgium.

The Group's approach
to investment
selection

Rigorous selection of invest-
ment projects is the share-
holder's best guarantee of an
appreciating investment in
Suez Lyonnaise des Eaux.
The

committee, which is chaired

investment selection

by the Executive Board,
approves a new project only
after it has assured itself that
return is
with  the

invested and a

the expected
commensurate
resources
global assessment of the
attendant risks.

The

rate of return” takes account

“shareholder's target



RETURN Nopar(l) " CAPITAL
ON CAPITAL (in eura billion) EmpLOYED
EMPLOYED 1998 (in euro hillion)
10% Core husinesses 211 . 21.04
10.8% Energy 132 12.20
9%  Water 0.56 6.25
10.9% Waste service 0.27 2.44
na Commw{ications (0.04) 015
_ 15% o JOiher businesses 0.57 7.62
79% of which Construction  0.14 1.50
; 9.3% Group total 2.68 28.66
) Napar : Net Operating Profit After Tax
of the cost of the funds  optimization of Group

allocated by the Group to the
project and the premiums
required to remunerate the
country risk, additional risks
associated with the planned
debt
guarantees that the Group

leverage, and any
may be required to give.

The Executive Board further
seeks to spread its geo-
graphic risks and the capital
committed by the Group
among its different busi-
nesses. 1t also hedges its
investments against currency
risk wherever necessary.
This responsibility is shared
not only by each of the
members of the Executive
Board, but also by each
project leader.

Once a project has been
selected, it is included in
the budget for the follow-
ing year, and the compen-
sation package of the
manager concerned is ad-
justed accordingly.

Finally, the Group regularly
monitors its international

projects to that

expected contributions to

ensure

earnings, and the planned

resources upon which the
decision was made, effec-
tively materialize within the

stipulated time frame.

Preserving adequate
financial flexihility
With a debt-equity ratio of
59 percent, Suez Lyonnaise
des Eaux has the leeway it
needs to take advantage of
new investment opportu-
nities in its core businesses.
At the same time, however,
the structure of this debt has
altered substantially: thanks
to its policy of recentering,
the Group has significantly
reduced the debt of its main
companies, repaying high
interest bank loans.
Conversely, the subsidiaries
have optimized their balance
sheets in order to close the
gap between their debt and
their cash flow.

The Group has increasingly
sought to replace "corporate”
debt by "project” debt.

The decision to call the
6.5 percent 1990 convertible
bonds was one outcome

of this reasoning. The sche-

-~

Thanks to recentering, 73 percent of capital employed in 1998
was concentrated on the core businesses.

Water 21.8%

Waste services 8.59§

Communications 0.5%

Construction 5.2%

Financial services 10.2%

Others 11.2%

Energy 42.6%

duled launch of a new zero
coupon FRF 5.2 billion bond
issue convertible into AXA
shares will further lower the
Group's cost of capital.

At the same timne as making
its public exchange offer for
SGB, the Group retired the
securities released by the
unwinding of its cross-
shareholding with Saint-
Gobain.  This

transaction helped to boost

two-way

the accretive impact of the
operation for holders of
Suez Lyonnaise des Eaux
shares.

Finally, the Group's policy of
repurchasing and retiring its
shares has provided it with
the wherewithal to optimize
its profitability and boost its

earnings per share.

To conclude, this strategy has
placed the Group in a
position to pursue its drive to
maximize Its return on
capital employed in its core
businesses.

Today, these core businesses
are generating rates of return
of between 9 and 11 percent,

yielding an average rate of

Sz

return for the Group of 10
percent, which exceeds its
weighted average cost of

capital.

In pursuit of faster external
growth, Suez Lyonnaise
des Eaux is confident in
its capacity to enhance
shareholder value, and
has set itself the target
of exceeding its average cost

of capital by 3 percent.

™ ]
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SUEZ LYONNAISE DES EAuX

KEY FIGURES

A profitahle strategy, now proving successful heyond its original commitments.

This strategy's three key goals in 1998 were: growth, recentering, and value creation.

Growth: revenues in our core business were up 17 percent in 1998.

International revenues grew very strongly, rising 65 percent to

8 billion euro (FRF 52.6 billion).

Recentering: the Group's 4 core businesses now account for 68 percent

of total revenues, 73 percent of capital employed, and 77 percent of

EBITDA.

Value creation:

- return on capital employed (the benchmark for all investments) in the
Group's core businesses was 10 percent after tax in 1998.

- Group net income has tripled in 3 years, from 0.3 billion euro
(FRF 2 billion) in 1996 pro forma, to 1 billion euro (FRF 6.6 billion)
in 1998.

SIGNIFICANT REVENUE GROWTH

Revenues grew 8 percent relative to 1997, totaling 31.36 billion euro
(FRF 205.7 billion) in 1998. At the same time, the core businesses
increased their share of total revenues by 17 percent to 21.4 billion
euro (FRF 140.5 billion, mainly thanks to the Group's continuing
international expansion. Core business revenues outside France and
Belgium rose 65 percent in 1998 and now account for 37 percent of
total revenues generated by the core businesses (versus 27 percent in
1997). These results are in line with the Group's objective of boosting
core husinesses' international revenues to 50 percent of the total in
2002. All businesses are achieving significant organic growth,
particularly the core businesses, which registered a 6.4 percent advance
in 1998.

Geographic breakdown of core business revenues, 1998.
Total: 21.42 billion euro (FRF 140.5 billion)

Domestic markets (63%)

Rest of Europe (21%)
North America (4%)

South America (6%)

Africa
and Middle East (2%)

Asia-Pacific (4%)

Net dividend
B Net income per share
1998

1997

Another year of dividend growth: +18 percent over 1997.

Group earnings once more permit a further increase in the dividend for
1998 to 2.70 euro (FRF 17.7), versus 2.29 euro (FRF 15) in 1997.
The net payout thus represents 52 percent of Group current net income.

Core businesses increase their share of total revenues

in gura billian 3136
|/
I 10.77 W Eneroy
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Total 1998 EBITDA: 6.12 billion euro

Energy (47.5%)

Water(18.8%)
Waste services (10.4%)
Commurications (0.6%)

Construction (7.2%)

Others (15.5%) ’J



IMPROVED PROFITABILITY AND A STRONG FINANCIAL

FLEXIBILITY

EBITDA totaled 6.12 billion euro (FRF 40.2 billion) in 1998, of which
4.73 billion euro (FRF 31.1 billion), or 77 percent, was provided by
our core businesses. EBITDA in our core businesses rose 9.3 percent
relative to the previous year.

Group net income rose 64.3 percent over the year before to 1 hillion
euro (FRF 6.6 billion), having been multiplied by 3.3 in the past two
years.

Net current income, meanwhile, advanced 25 percent to 763 million
euro (FRF 5 hillion). On a per share basis, the increase works out to
15 percent after accounting for the increase in the number of shares in
issue (SGB public tender offer, which entailed the issuance of

25 million shares, and retirement of 4.8 million shares).

Group return on equity (ROE) has improved from 8.5 percent in 1997
to 12.2 percent in 1998.

The Group's debt-equity ratio was 59 percent at the end of 1998, with
an interest/EBITDA cover of 7.5.

InvesTMeNT: 15.5 BiLLion euro (FRF 101.7 BiLLION)
INVESTED IN 2 YEARS (1997/1998)

The Group has invested more than 15.5 billion euro (FRF 101.7 billion)
in the space of 2 years (1997 and 1998).

Capital expenditures, together with acquisitions and equity investments,
totaled 10.89 billion euro (FRF 71.4 billion) in 1998. Core businesses
accounted for nearly 80 percent of this figure.

Of this figure, capital expenditures accounted for 3.15 billion euro
(FRF 20.7 bhillion), and acquisitions and equity investments 3.76 billion
euro (FRF 24.6 billion), plus 3.93 billion euro (FRF 25.8 billion) for
the SGB public exchange offer.

At the same time, the Group has continued to sell off non-strategic
assets. Disposals over the last two years (including operations begun in
1998, notably Sofinco and La Hénin Vie) total 4.38 billion euro

(FRF 28.8 billion).

Cash flow, excluding the financial sector, totals 3.65 billion euro
(FRF 24 billion). Core businesses generated 90 percent of this figure.
This serves to finance capital expenditures (investment in plant
modernization, and in measures to boost productivity and efficiency
within the Group’s industrial operations.

ALL SUEZ LYONNAISE DES EAUX FINANCIAL INFORMATION IS
AVAILABLE ON: http://www.finance.suez-lyonnaise.com

Group net income tripled in 3 years

ineuro b 1.00
0.76
0.61 0.61
0.52
0.30
1998 1998
1997 l 1997
1996 1996
(Group current Group net income

net income

Standard & Poor's rating

Suez Lyonnaise des Eaux’s short-term paper is rated A-1 by Standard & Poot’s,
and its long term bonds are rated A+, by virtue of its “strong positions

in several high cash-flow markets and its solid balance sheet”. These rates are
for its "strong positions in several high cash flow markets and its solid
balance sheet".

1997 and 1998 investment: 15 billion euro* (FRF 101.7 billion)

in euro billion
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Substantial cash flow helping to finance the Group's
vigorous growth
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SIGNIFICANT EVENTS

Suez Lyonnaise des Eaux
continues to implement
the strategy defined in
1997, the year of the
merger hetween Suez and
Lyonnaise des Eaux:
streamlining, improving
profitability, and
internationalizing its core
husinesses.

Recentering, streamlining,

and profitahility

January

= Disposal of Suez Industrie's
27.7 percent shareholding in Prat
Editions.

= Disposal of residual 24.4 percent
shareholding in SEV.

April

= Public buyback tender offer for Elyo.
= Disposal of 100 percent shareholding
in Banque Sofinco to Crédit Agricole
Indosuez in two stages (70 percent in
1999 and 30 percent in 2000).

= Disposal of 3 office buildings,
including former NMPP headquarters.

May

» Unwinding of cross shareholding
with Saint-Gobain and announcement
of retirement of 6.2 million Suez
Lyonnaise des Eaux shares.

= Public exchange offer by Suez
Lyonnaise des Eaux for Société
Générale de Belgique, and public
exchange offer by Fortis AG for

Générale de Banque.

June

= Disposal of ISM by Crédisuez.
= Disposal of Société Hoteliere
"Les Domaines du Soleil” by

Crédisuez.

July

= Disposal by SGB of 55 percent
shareholding in Recticel.

w Disposal of Banque La Hénin
Epargne Crédit by Crédisuez.

September
= Disposal of la Fonciére de I’Arcade

by Crédisuez.

October

s Lyonnaise Céble disposes of its
minority shareholdings in special
interest channels.

= Retirement of 4.8 million Suez
Lyonnaise des Eaux shares out of the

6.2 million announced.

December

= Early redemption of Suez Lyonnaise
des Eaux 6.5 percent June 1990/
January 2000 convertible bonds.

January 1999
= Disposal of La Hénin Vie.
= Elyo Group restructures territorial

organization in France.

April
= SGB acquires Suez Lyonnaise
des Eaux's entire shareholding

(100 percent) in Elyo.



Core husinesses pursued their international

tdevelopment

ENERGY

January

= Trigen (54.4 percent subsidiary of
Elyo) takes over Power Sources Inc
(PS1), acquiring biomass expertise.

= Iractebel acquires electric power
stations in Massachusetts, New Jersey,
and California (640MW).

February

» Luxembourg: Electrabel wins contract
to build and operate a 350MW
combined gas-steam turbine electric

power station at Esch-sur-Alzette.

April

= Portugal: Elyo inaugurates
trigeneration power station at the site
of the Lisbon World Fair.

May
» Tractebel and Electrebel acquire
Scandic Energy, an energy trading

company in Norway and Sweden.

August

= Tractebel signes concession project

for the Cana Brava hydroelectric power
station in Brazil (450MW, 35 years,
start-up date: 2002).

s . - "
In 1998, Tractehel acquired a 68 percent
shareholding in Gerasul, the largest electricity
producer in Southern Brazil.

Elyo huilt a trigeneration plant for the last
Universal Exposition of the century, in Lishon
(Portugal).

September

= Brazil: Tractebel acquires a majority
shareholding in electric power
producer Gerasul (4,628MW).

= Poland: Elyo signs 12-year contract
to design, upgrade, operate heating
plants for the City of Poznan.

November

= Mexico: Tractebel wins 30-year
renewable concession to distribute
natural gas in the Queretaro region.

= Elyo acquires 75 percent controlling
interest in Petrol Company, an energy
management operator on the Italian

market.

January 1999
= Tractebel raises its shareholding in
Gerasul, Brazil (68 percent).

WATER

January

= United Water Services signs waste water
treatment contract with Milwaukee,
USA (28 municipal governments,

1.2 million inhabitants, 10 years).

« Degrémont world no. 1 in membrane
ultrafiltration, signs contract with City
of Del Rio (Texas, USA) to build an
ultrafiltration plant; new drinking

water plant for Lausanne (Switzerland).

March

» Lyonnaise des Eaux establishes global
water technology research and
development network: 2 new research
centers established in the United
Kingdom (NLTRC) and Asia Pacific
(ASTRAN).

= China: Lyonnaise des Eaux wins
contract to supply water to the City
of Zhongshan: extension work and
operation of 2 drinking water
production plants for 22 years.

= San Antonjo (Texas, USA): United
Water Services signs 10-year contract
to build and operate a drinking water

plant using ultrafiltration technology.

April

= Degrémont acquires water treatment
specialist Hager + Elsisser in Germany.
This company notably specializes in
ultrapure water for the microelectronics
and pharmaceutical industries.

= Malaysia: Degrémont wins contract
to build the Kota Tinggi station to

supply drinking water to Singapore.
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May

» Romania: 25-ycar BOT (Build,
Operate, Iransfer) contract with
Bucharest, to build and operate a water
treatment plant (1 million inhabitants).
» Indonesia: Lyonnaise des Eaux
acquires 100 percent of GDS, which
manages the water supply for western

Jakarta.

June

» United Water Services wins 10-year
waste water management contract for
the City of Gary, Indiana (USA).

= Aéroport de Paris (Paris Airport
Authority) awards contracts to build
and operate the Roissy-Charles-de-
Gaulle airport rainwater treatment
plant to a consortium consisting of
Lyonnaise des Eaux, Degrémont,
Groupe GTM and Safege.

= United States: Degrémont wins
two sludge incineration contracts

for Northwest Bergen County

{New Jersey) and Cincinnati (Ohio).

July

» Degrémont wins 9-year renewal

of contract to operate the sludge
treatment plant for Marseilles
(France).

» Slovenia: Lyonnaise des Eaux and
Degrémont sign contract to build

and operate a waste water treatment
station at Maribor (150,000 inhabitants)

for 25 vears.

Scale model of Cairo’s future waste water
treatment plant (Gahal el Asfar).

September

= Uzbekistan: Degrémont and Safége
sign contract to supply water
treatment equipment to the
Samarkand Water Company

(400,000 inhabitants).

» Hungary: Suez Lyonnaise des Eaux
completes financing of acquisition of
25 percent shareholding the Budapest
Water Company.

» China: Suez Lyonnaise des Eaux
opens representative office in Beijing.
» China: signature of contract for
construction by Degrémont of a waste

water treatment plant for Shanghai.

October

» A USD 155 million investment
company (LYLAW: Lyonnaise Latin
America Water Corporation) formed
with a pool of financial partners,

to provide joint equity finance for
the Group's Latin American projects
in the production, treatment and
distribution of water.

= Suez Lyonnaise des Eaux and Agbar
increased their shareholding in Aguas
Argentinas, Aguas de Santa Fé, and
Aguas Cordobesas.

= Mexico: Degrémont activated

the Ciudad Juarez BOT (build,
operate, transfer) contract

for the construction and operation
of two municipal waste water

treatment plants.

November

= Atlanta (USA): United Water Services
(a 50/50 subsidiary of Suez Lyonnaise
des Eaux and United Water Resources)
won the biggest-ever delegated
management drinking water contract
signed in the United States (20 years,

1.5 million inhabitants).

December

= Egypt: Degrémont won the contract
to build phase 3 of the Gabal ¢l Asfar
waste water treatment plant for the

Cairo conurbation.

January 1999

= [taly: Suez Lyonnaise des Eaux won
a 25-year contract to manage water
supplies and waste water treatment
for Arezzo (a syndicate of

27 municipal governments in Tuscany;
350,000 inhabitants).

» Jordan: Lyonnaise des Eaux won

a 4-year contract water management
and treatment contract for Amman
(1.6 million inhabitants, with World

Bank financing).

April 1999

= China: Suez Lyonnaise des Eaux won
two new water contracts for Wanzhou
and Changtu (plants to be built by
Degrémont; Suez Lyonnaise des Eaux

to operate them for 30 years).

WASTE SERVICES

February

= Signature of definitive contract to
acquire all Browning-Ferris Industries
(BEI) operations outside North
America by Sita, representing a total
investment of FRF 1.26 billion euro
(FR F8.25 billion).

The shareholders of Sita are Suez
Lyonnaise des Eaux (51.5 percent),
BFI (19.2 percent), and the general
public (29.3 percent). Sita is thus now
the leading waste services company in
Europe, Latin America, and Asia.

The operation has allowed Sita to
achieve critical mass in Germany and

the Netherlands.



May

= Disposal to Faune of Sita's 49 percent
shareholding in Grange SA, France's
no. | manufacturer of domestic refuse

trucks.

August
= Great Britain: Tractebel acquired A&]
Bull, one of the Jargest waste services

contractors in London.

December

» The waste services activities of North-
umbrian Environment Management
(NEM), a subsidiary of Northumbrian
Water Group (NWG), were merged with
those of Sita Holding UK.

The merger of the activities of NEM with those
of Sita Holding confirmed Sita’s no. 1 ranking

on the UK waste services market (shown here,

waste services workers in Bristol).

March 1999
= Sita holds 100 percent of the German
OED Group.

« Lyonnaise Cable acquires 11 Absat
channels for broadcasting on its own

network.

The Médiamétrie Audicabsat ratings
ranked Cinestar, Cinétoile and
Teletoon, broadcast by TPS, top of
their respective theme-based channel

categories (in cumulative audiences).
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« Suez Lyonnaise des Eaux strengthened
its communications sector

organization. Alain Hellequin was 80X

OFFICE
named Chairman and CEO of BT
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Nearly 700,000 homes have signed up to TPS
satellite broadcasting system since its end-1996
launch

Lyonnaise Cable and Senior Vice

President of Suez Lyonnaise des Eaux,

Multimedia and Cable Networks.

A communications sector steering
and development committee, chaired
by Gérard Mestrallet, was formed.

- 'TPS and Absat sign a distribution « TPS and Lagardere are selected by
and marketing agreement. the Centre National d'Etudes Spatiales
(French national space research center)
and the Ministry of Education,

The French Telecoms regulator issues Research and Technology, to broadcast
a second ruling on the marketing of multimedia educational services by

Internet access via cable in Paris. satellite to 250 pilot sites.

The 1.3 million Paris homes ready for TPS launches "Espace Annonces,”

connection in Paris can now enjoy the the first interactive small ad channel.

comfort and quality of broadband + Lyonnaise Cable launches its new

Internet access via Cybercable. interactive program guide for the

100,000 subscribers on its 25 cable
itemi networks.

TPS subscribers round the 500,000

mark.

Suez Lyonnaise acquires the City of
Paris' 23 percent shareholding in Paris
TV Cable.

« Lyonnaise Cable sells off its minority
holdings in special interest channels TPS celebrates its second anniversary.
(Planéete, Ciné-Cinéma and Canal
Jimmy) and raises its sharcholding in
Paris-Premiére. « TPS subscribers round the 700,000
After having been present at the start- mark.
up of special interest broadcasting in
France in the early 1990s, Lyonnaise
Cable is now concentrating on
development multiservice offerings on

its cable networks.

« TPS and Thomson Broadcast Systems
introduce "statistical multiplexing"
for the first time in the Europe. This

new broadcasting technology offers

a 30 percent improvement in the digital

M6 was the only major national TV channel to
gain ground in the under-50 age group in 1998,
with a 17.8 percent audience share.

quality of the image.



PRESENT IN

Suez Lyonnaise des Eaux does
husiness in 120 countries, with a
powerful presence in Europe.

The Group pursued its international
expansion in 1998, and core
husiness revenues rose 65 percent,
accounting for 37 percent of total
revenues, versus 27 percent in 1997.

Suez Lyonnaise des Eaux selected data:

» 125 district heating systems in Europe (Elyo)

* 55 cities of more than 200,000 inhabitants served by Lyonnaise des
Eaux

= 71 world capitals equipped by Degrémont

» 200,000 professional clients served by Sita

= 200 infrastructures in 67 cities built by Les Parcs GTM

International revenue growth

in euro billion 21.42
18.32 Intgrnational core
business revenues
15.41 8.02
W Total core business revenues
4.87
3.46 1998
1997
1996
Pro forma

Share of international operations
in the three main core businesses in 1998

In euro billion
10.77
5:12 5.12
International revenues
27 2.81 2.43
B Total revenues

Energy Water Waste services

120 COUNTRIE

@® Energy
® Water
@® Waste services

® Construction

EuROPE

Netherlands, Sweden, Finland
Municipal waste collection and
management (Sita), construction
of an underwater rail tunnel
linking Denmark and Sweden
(Dumez-GTM).

Germany

Water management in Potsdam
and Rostock (Lyonnaise des I'aux),
water treatment (Degrémont).
Great Britain

Northumbrian Group water
companies (Lvonnaise des Eaux),
water treatment (Degrémont),

waste services (Sita and Fabricom),

operation of the Severn link
(Groupe GTM), construction of
high-speed rail infrastructures
(Dumez-GTM), road building and
maintenance (Entreprise Jean
Lefebvre).
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Spain

Waste services (Sita) and Aguas de
Barcelona's water companies
(Agbar, Lyonnaise des Eaux), water
treatment (Degrémont),
cogeneration (Elyo), and
roadworks (Probisa, Entreprisc
Jean Lefebvre).

Portugal

Cogeneration (Elyo), water
treatment (Degrémont).

Italy

Cogeneration (Tractebel), energy
management (Elyo), water
treatment (Degrémont).
Hungary

Management of water distribution
in Budapest, Pecs and Kaposvar
(Lyonnaise des Eaux), building
construction (Dumez-GTM),
energy production (Tractebel).
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Czech Republic

Water management and waste
water treatment in Brno, Ostrava,
and Karlovy Vary (Lyonnaise des
Eaux), public works (Entreprise
Jean Lefebvre), operation of
parking lots (Groupe GTM).
Greece

Construction of the Rion-Antirion
in the Straits of Corinth
(Dumez-GTM).

Turkey

Water management in Antalya
(Lyonnaise des Eaux), water
treatment (Degrémont).

THE AMERICAS
Argentina

Water management for Buenos
Aires and Cordoba, and in the
province of Santa Fe (Lyonnaise
des Eaux, Agbar), gas distribution
in the province of Santa Fe
(Tractebel).

Revenues(Afrlc%Mlddle -ﬂm @0
L ]

o | (FRF 2.7 billion) "}j N
%

Revenues (Rest of
Europe): € 4.43 hillion
(FRF 29.1 hillion)

Brazil

Energy production (Tractebel),
water management in Limeira
(Lyonnaise des Eaux), waster
services (Sita).

Colomhia

Construction and operation of the
sewerage plant, Bogota (Lyonnaise
des Eaux, Degrémont), water
management in Palmira (Lysa).
Venezuela

Construction of high tension
power lines (GTMH).

Chile

Energy production (Tractebel).
Mexico

Gas distribution in the Gueretaro
region (Tractebel), water
management for part of Mexico
City (Lyonnaise des Eaux), water
treatment for Ciudad Juarez
(Degrémont), airport operation
(Groupe GTM).

19
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Revenues (Asia-Pacific):
€ 0.99 hillion
(FRF 6.5 hillion)

United States

Water management in 14 states,
including Indianapolis, Milwaukee
and Atlanta (Lyonnaise des Eaux),
water treatment (Degrémont),
cogeneration and energy
management (Tractebel and Elyo),
roadworks (Entreprise Jean
Lefebvre).

Canada

Operation of the Confederation
Bridge (Groupe GTM),
construction of a tollroad (Dumez-
GTM), roadworks (Entreprise Jean
Lefebvre).

AFRICA

Morocco

Distribution of water and
electricity, waste water treatment
(Lyonnaise des Eaux, Agbar, Elyo).
Senegal

Water treatment (Degrémont),
roadworks (Entreprise Jean
Lefebvre).

Nigeria

Assembly of oil platforms and
laying of oil pipelines (ETPM),
erection of gas infrastructures
(Entrepose).

Gahon

Roadworks (Entreprise Jean
Lefebvre).

Angola

Assembly and installation of
offshore platforms and laying
of oil pipelines (ETPM),
services Lo oil companies
(GTMH).

South Africa

Supply of drinking water to the
provinces of Eastern Cape and
Northern Province (Northumbrian),
erection of electric power lines

(GTMH).

AsiA-PAcCIFIC

India

Energy production (Tractebel),
water treatiment (Degrémont).
Kazalchstan

Energy production and
distribution, operation of gas
transmission lines (Tractebel).
China

Operation of drinking water plants
in 5 cities (Lyonnaise des Eaux),
construction of hydroelectric
structures (Dumez-GTM), waste
services in Hong Kong (Sita), water
and electricity management in
Macao (Lyonnaise des Eaux, Elyo).
Indonesia

Water management for West
Jakarta (Lyonnaise des Eaux).
Malaysia

Operation of drinking water plants
in 3 cities (Lyonnaise des Eaux).
Philippines

Water management and waste
water treatment for Western
Manila (Lyonnaise des Eaux).
Singapore

Waste services (Sita), building
construction (Dumez-GTM).
Australia and New Zealand
Supply of drinking water to
Sydney (Lyonnaise des Eaux),
waste services (Sita).

South Pacific

New Caledonia, Vanuatu, Tahiti,
Wallis & Futuna: distribution of
water and clectricity (lde), waste
services (Sita), (Lyonnaise des
Eaux, Elyo).
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BRIEF GUIDE TO SUEZ-LYONNAISE

Ener |

Businesses

= Electricity production, transmission and distribution,
trading, project engineering

Tractehel (51%) == Gas transmission and distribution
w Facilities operation and maintenance

Elyo (100%) «= District heating and cooling systems

== Heat production

= Cogeneration

w Waste-to-energy

Pages 22 to 27

= Water management and treatment
= Water treatment process engineering

Businesses '

Lyonnaise des Eaux
Degrémont (100%)

Waste services |

Businesses \

Pages 28 to 33

== Collection, sorting, recycling, treatment, bio

" recycling , waste-to-energy production, and storage
Sita (51%) of household and industrial waste

Pages 34 to 39 = Municipal and industrial waste services

Tractebel’

Communi

ations

oo BT

i SR e Businesses
Kz #‘ ey Rl S J 2 « Terrestrial TV broadcasting
. = e i « Digital satellite broadcasting
Lyonnalse Cable {1 %) M6 « Multiservices on cable
Pages 40 to 45 « TV shopping
TPS 2% direct interest and 25% via M#&) « Sales of derivative products

Concession management, construction

Groupe GTM (50%) Cofiroute, Les Parcs Businesses . j
Pages 46 t0 49 A w2 . = Concessionary operation of tollroads, bridges,
GTM, Dumez-GTM, Entreprise Jean Lefebvre, car parks; zirports)
ETPM, GTMH, Entrepose « Construction and public works
' == Roads

w Industrial construction and contracting

Financial and industrial activities

Fortis B* (22%) Union Miniére (25%) Businesses ,
P, 52 to 53 i » w Savi duct:
92222 Recticel (70%) Coficem/Sagem (20%) e |
. « Devel t capital
Suez Industrie (100 %) ks

= Polyurethane foam

* 99.41% control via the Société Générale de Belgique Group



DES EAUX BUSINESS SECTORS

Key facts and figures

w L0.77 billion euro (FRF 70.6 billion) in revenues in 1998
= MNo. 1 private-sector electricity producer in Europe

« No. 3 private-sector energy producer worldwide

= More than 40,000 MW of electricity and 103 billion cm?
of gas supplied worldwide

Strateg)_r

== Double revenues between 1997 and 2002

= Rank among the world's top international independent cogeneration
operators and electricity distributors

== Develop electricity and gas systems in Europe, Latin Ametrica, and the
United States

== Prepare to take advantage of the European trend to deregulation, and
take advantage of electricity-gas convergence thanks through its unified
division based in Belgium

== Develop integrated multiservices projects (cogeneration, electricity/gas)
and outsourcing)

Key facts and figures

= 5.12 billion euro (FRF 33.6 billion) in revenues in 1998

= No. 1 international player in water-related businesses

= Supplying drinking water to 77 million people worldwide

= Supplying waste water services to 52 million people worldwide
w= Drinking water plants and sewerage plants in more

than 100 countries

Strategy

== Double revenues between 1997 and 2002

=« Consolidate world leadership in water management

- control resources and entire water cycle;

- delegated management services in major cities;

- water treatment technologies

== Qur markets: developed and emerging countries

- development vehicles: Northumbrian Water Group, Agbar, United Water
Services

- major references: Buenos Aires, Casablanca, etc.

Key facts and figures

= 5.12 billion euro (FRF 33.6 billion) in revenues in 1998
= Leader in waste services in Europe, Latin America and Asia

Key facts and figures
w .41 billion euro (FRF 2.7 billion) in revenues in 1998
w 0. 1 cable operator in France

= 13.5% audience share for MG in France
« More than 700,000 T ©'5 subscribers

~and industrial contracting

Key facts and figures

= ©.88 billion euro (FRF 45.1 billion) in revenues in 1998
w A worldwide presence

Key facts and figures
w 506 billion euro (FRF 20.1 billion) in revenues in 1998

Strategy

== Double revenues and net earnings per share between 1997 and 2002
== Enter attractive markets to give the Group critical mass and a
strong competitive position

= Strengthen European leadership and continue to expand in a small
number of emerging countries with strong growth (Asia and Latin
America)

Strategy
« Become leading provider of digital multiservices on cable
= Build on success of M6

« Successfully develop TPS

Strategy

= Increase share of international operations

« Balance business portfolio

== Develop concessionary management activities, roads, and industrial
and electrical contracting activities



No. 1

private electricity
producer
in Europe

NO. 3 private

sector producer
of energy
worldwide

1999, FORMATION OF A UNIFIED
ENERGY DIVISION CENTRED ON
TRACTEBEL, TO BUILD A WORLD-
CLASS ENERGY BUSINESS

40,000

MW installed,
of which
22,000 outside
France

and Belgium

103 hillion cm’

of gas transmitted
each year

10 . 77 hillion euro

(FRF 70.6 hillion)
in revenues

(+ 10.3 percent
from 1997)




P A

n the space of just a few years,

the energy market has experienced no
less than a technological and legislative
revolution. The United States and
Europe have thrown open their gas and
electricity markets. New husinesses
have emerged, and new players have
entered the production, transportation
and distribution sectors. Public mono-
polies have heen privatized.
Environmental constraints have become
tougher. Altogether, these conditions
are promoting the emergence of major
global players, and Suez Lyonnaise
des Eaux has decided to move fast
to establish a front-rank international
position, in order to seize the
opportunities afforded hy deregulation.
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The single energy sector centred on
around Tractebel has set out to
hecome one of the world's foremost
players in the main electricity and
gas systems (in Europe, the United
States, and Latin America).

Energy is the Group's main line of
business, and through Tractebel and
Elyo, the Suez Lyonnaise des Eaux
Group spans every segment of the
energy husiness: electricity production,
transmission and distribution;

gas trading, project engineering,
transmission and distribution;
operation and maintenance of facilities;
district heating and cooling systems;
heat production; cogeneration;

and waste-to-energy.
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“Monet introduced into
painting a vision of light so
violent that all forms are
dissolved in it. We can now
experience this liberation
without having to display
the same asceticism.”
Camille Bryen




KEY FIGURES ENERGY, THE GROUP'S MAIN LINE OF BUSINESS

(contribution of energy sector to consolidated revenues)

i

in billion IRF Euro FRE Euro

Contribution of energy sector
Energy accounts for 1/3

to consolidated revenues 70.6 10.77 64 V.76
of total revenues

~35%

Contribution of energy sector
to Group net current income 1.3 (.19 0.9 0,13

g

JEAN-PIERRE HANSEN

CHAIRMAN OF THE EXECUTIVE

COMMITTEE, TRACTEBEL
AND EXECUTIVE DIRECTOR

£ & We are entering

a period when it is
important to be a significant
player in the major
electricity and gas systems.
Tractebel is one of those,

on the world scene. 99

tebel

Tractebel is a global power and services company. Its core businesses

are electricity and gas, through Electrabel and Distrigaz in Belgium,

and in the rest of the world. As an integrated company, Tractehel is able
to supply directly bundled services combining project engineering,
technical installations, waste management, and communications.

Revenues totaled 11.07 hillion euro (Belgian francs 446.68 hillion) in 1998.

A key competitive
advantage through
mastery of electricity
and gas technologies
Energy in all its forms plays
a vital role in industrial
processes, lighting, heating,
and transportation.
Tractebel's energy activities
cover the  production,
transportation and
distribution of electricity,
the transportation and
distribution of gas, and
The

company operates a multi-

energy trading.
fuel electricity production
capacity of more than
37,000 MW,

customers all over the world.

serving

The Group also operates
a gas transmission capacity
exceeding 100 billion cubic
meters per year.

Tractebel is a highly efficient

electricity producer thanks
to its expertise in natural
gas, currently the most
economical fuel, while
respecting the environment.
The combination of
electricity with gas gives
Tractebel a key competitive

advantage.

Market deregulation
is creating new
opportunities to
develop our electricity
and gas businesses
With market liberalization
and the virtual demise of the
concept of national frontiers,
power s increasingly a
worldwide business. Tractebel
has actively prepared for this
market opening and is already
a front-rank player.

In Belgium, the Government

adopted in December 1998

the bill to transpose
the electricity liberalization
directive into Belgian law.
Having anticipated the
liberalization of the Belgian
electricity market, Electrabel
is now poised to play a
prominent role on the new
European electricity scene.
It has continued to overhaul
in depth and develop
its production facilities.
In particular Electrabel
both

conventional and nuclear

has modernized

power stations, signed several
cogeneration contracts with
major industrial customers,
completed the Saint-Ghislain
Gas-Steam  Turbine power
station and the contract to
build and operate a 350 MW
Gas-Steam Turbine power
station, both of them in

Luxembourg. Electrabel has



DUR STRENGTHS:
= Expertise in all areas of the

also embarked on a wide-
ranging and intensive
program to improve service
to both industrial and
domestic customers.

In Scandinavia, Tractebel
and Electrabel have acquired
the energy trading company
Scandic Energy, in order
to profit from Sweden's
and Norway's pioneering
experience in the fields
of physical and paper energy
swaps.

The Belgian cabinet approved
the white paper preparatory
to liberalization of the
gas market in January 1999.
The Interconnector entered
service beneath the North
Sea, in 1998, with the capacity
to transmit 20 billion cubic
between

meters annually

Bacton in England and

The Interconnector gas
transmission line entered
service in 1998, with the
capacity to carry 20 hillion
cubic meters of gas per
year under the North Sea,
between Bacton in England
and Zeebrugge in Belgium.

7eebrugge in Belgium. This

gas is then transported
by Distrigaz towards the
Netherlands, Germany, and
France. Distrigaz continued
to enlarge its network in
order to handle these large
volumes of gas. In particular,
it completed the RTR project
in record time, and Jaid 300
kilometers of new pipelines.
This project will consolidate
Belgium's position on the
gas transportation market.

The inauguration of the
Interconnector has created
new trading opportunities
the UK

continental

between and
European
markets. Distrigaz has raised
its shareholding in the
Interconnector from 5 to
and

10 percent, begun

arbitraging between prices

on the UK spot market and
on the Belgian market.

On the eve of gas market
liberalization, Distrigaz has
the know-how and strategic
location (Belgium stands
at the crossroads of Europe's
gas trade routes) to expand
its opportunity trading
activities in Europe. It is
already active as a gas
merchant or trader on the
Luxembourg and Spanish

markets.

Rapid international
expansion

Tractebel has developed
new projects and acquired
existing electricity and gas
activities in 22 countries
throughout  the  world.

Already its portfolio of

international power activities

Sur g Ly

energy husiness, from pro-
duction and transportation
to distribution and trading.

« Growth in multiservice

projects: electricity, gas,
heating, cooling, operation
and maintenance.

« Expertise in the highly

complementary electricity
and gas markets.

greatly excceds Tractebel's
Belgian businesses,
representing 22,000 MW
of electricity production
capacity, nearly half of it
wholly-owned, and 73 billion
cubic meters per vear of gas
transportation capacity over
several thousand kilometers.
Tractebel s now the third-
largest independent producer
of electricity in the world
on the global electricity and
gas market.
Several major contracts were
won in 1998 and early 1999,
mainly in Brazil, but also in
the United States, Canada,
Mexico, and Singapore.
The acquisition of Gerasul,
southern  Brazil's largest
electricity producer, crown-
ed long vears of efforts in
that country. With a total
production  capacity of
nearly 4,800 MW, Gerasul is
strategically located in one
of Brazil's most dynamic re-
gions, close to interconnec-
tions with the Bolivia-Brazil
pipeline and the Argentine
gas grid. Gerasul serves a
population of 25 million.
o

A%
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ENERGY MARKET LIBERALIZATION IN EuRrOPE

Deregulation has triggered

a reorganization of

the electricity industry:

« for suppliers, the challenge
is to adapt to the
segmentation of electricity
businesses, developing new
areas of expertise such
as trading and broikering;

= for customers, the
challenge is to purchase
the best service at least
cost, and to respect the
environment.

Energy trading markets

have grown up to manage

the relative volatility

of electricity, notably in

=" factehel

The Cana Brava project,
at the interconnection of the
two north-east and central-
south electricity grids, now
under construction, consists
of a concession to build and
operate a 450 MW hydro-
electric power station on the
Rio Tocantins, 250 kilometers
north of Brasilia. The gap
between energy demand and
currently available capacity,
reflecting  this  country's
potential. Moreover, Brazil's
legal structure and recently-
instituted regulatory autho-
rity provide a measure of
guarantee for investors.

The pipeline between

Argentina and Chile repre-

sents a strategic growth

opportunity for the Group
in  Latin  America. Its
construction, sometimes at
altitudes higher than the
summit of Mont Blang, is a
feat of engineering in itself.
This pipeline will initially
supply
stations at Tocopilla and

electricity power
Colossa in Chile, operated
by Electroandina (a subsi-
diary of Tractebel), and the
LEdelnor power station,
Subsequently, Tractebel is
expected to sign contracts to
supply gas to Chile's largest
copper mines.

Tractebel made a break-
through in Mexico in 1998
when it won the concession

to distribute natural gas in

comparison with other
commodities.

As an electricity and gas
operator, Suez Lyonnaise

des Eaux enjoys a competitive
edge over newcomers which
should allow it to consolidate
its leadership in the energy
businesses.

the  Querétaro  region,
approximately 150 kilome-
ters northwest of Mexico
City. This concession was
awarded under the Mexican
government's
involving the private sector
in developing and inten-
sifying the use of natural

build

613 kilometers of new gas

gas. Tractebel will

transmission lines in com-
pliance with its obligation to
extend the existing distri-
bution grid, in order to serve
at Jeast 40,000 connections
within 5 years. Tractebel
will be distributing some
2 million cubic meters of gas
per day by the end of that
period.

The Nor Andino gas transmission
line, one of Tractehel's largest
gas projects in the world.

This line with supply natural

gas from the Argentine gas grid
to industrial clients in Chile.

Laying pipes for the Interconnector.

policy of

Finally, as planned, work
began on the construction
and enlargement of power
stations at Red Hills
(462 MW) in the United
States, and Ilo (250 MW)

in Peru.



COGENERATION FOR MORE EFFICIENT ENERGY USE

Cogeneration refers to

the comhined production

and utilization of electricity

and thermal energy from

a single fuel source.

[ts advantages are:

= smaller investment outlay;
high energy efficiency;

= reliability and simplicity;

* low pollution.

Cogeneration comes in
several forms:

industrial cogeneration:
year-round production
of electricity and heat
to supply continuous
industrial demand;
climate-related
cogeneration, associated
with district heating

EN Eﬁfyvo

As a specialist in rational energy management, Elyo's expertise covers

the production of power and services, including cogeneration, district heating
and cooling systems, waste-to-energy, electricity distribution and associated
production, and operation and maintenance.

MicHEL BLEITRACH
Chatraian AND CEO
oF E1yo

& & Our technical expertise,
our experience in the field of
power services, and our
capacity to design and execute
complex operations are our
strongest assets in responding
to the new challenges in this
market, i.e. deregulation,
outsourcing, and

environmental protection. 39

Elyo's
18 percent over the previous
year to more than 2.04 billion
euro (FRF 13.3 billion).
[t now generates nearly

revenues rose

35 percent of this figure
outside France, compared
with 26 percent in 1997.
Elyo undertook a series of
structural changes in 1998,

Elyo strengthens its
French and European
organization

In France, Elyo reorganized
by eliminating two of its
subsidiaries and introducing
a resolutely customer-driven
structure at the regional
level and at headquarters.
The result has been to create
a more coherent, effective
organization. After delisting
Elyo from the Paris stock
exchange, Suez Lyonnaise
des FEaux carried out
a capital increase of
approximately 0.30 billion
euro (FRF 2 billion). Elyo
has expanded its Euro-
pean network to take
advantage of the new
opportunities opening up
as a result of energy market,
setting up Elyo Polska in
Warsaw and taking a
majority stake in its Italian
(Petrol Company) and
German (Schmeink &

Cofreth) subsidiaries.

systems. These produce
electricity and heat during
the heating system,
depending on the climate;
dispersed cogeneration:
small cogeneration units
in office buildings,
hospitals, university
campuses, and residential
buildings.

New industrial
contracts signed

Llyo registered especially
strong gains in the industrial
sector in 1998, It is range
of operations included multi-
technical and multiservice
contracts (for the Astilleros
shipyards in Spain, Shell
the Atomic
Energy Centre in Reims,

at Berre and

both in France), supplving
industrial fluids to Chamatex,
high-technology factories
(for Saft in Bordeaux), and,
above all, cogeneration

projects.

Clean, smart power

Two techniques in particular
forged ahead in 1998, namely
cogeneration and  waste-
thanks to

capacity to combine optimum

to-energy, their
energy use with environmental
protection. Total new
cogeneration contracts won
in Europe in 1998 represented
more than 700 MW of
electricity. In the United

2 LYONNART T

Cogeneration unit at Solvay (France).

States, Trigen won new
contracts in addition to the
400 MW already in operation.
Several cogeneration units
were started up 1998, namely:
Grays  Ferry (225 MW)
in  Philadelphia; Whitehall
in the centre of London;
Climaespaco in Lisbon; and
Solvay in Northeastern
France. Elyo transferred all
of its French waste processing
and waste-to-cnergy activities
to Novergie (a subsidiary held
jointly with Sita). Following
this operation, Novergie
will now treat more than
4.5 million tons of household
waste a year, making it
Europe's number one
operator in this sphere.
Three new plants designed to
the toughest environmental
standards entered service in
1998, i.e. Astria (215,000 tons
a year) in Bordeaux;
Azalys (115,000 tons) in
Saint-Germain-en-Laye;
and Orisane (110,000 tons)
in Chartres.
D

|
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World 77 million people Revenues

Leaderin supplied with 5 .1 2 bitlion euro

water management drinking water (FRF 33.6 hillion)
husinesses

52 million supplied
with wastewater
services

8 MILLION NEW CUSTOMERS IN 1998

A REPUTATION FOR KNOW-HOW SINCE 1880




AII the signs are that access to water

and its management will he
one of the key issues of the new
millennium. As the 21* century
dawns, one person in five is not
connected to the water mains,
and one in three has no sewerage.
This is a huge challenge, and private
management is increasingly seen as
an efficient and durahle solution to it.
Governments of more than 80 countries
attending World Conference on

29

Water and development, in Paris in
March 1998, stressed the need

to draw on the know-how of large
private corporations.

In this growing worldwide

market for water, Suez Lyonnaise
des Eaux consolidated its world
water management leadership.

It gained 8 million new customers,
and in North American, notably,

it now most of the calls for tender
the Group entered.

“In painting water, Monet
indirectly paints what we
cannot see. He addresses
that almost-invisible

and spiritual surface

that separates light from
its reflection. The airy
azure is the captive of

the liquid azure."”

Paul Claudel




KEY FIGURES

in billion
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WATER ACCOUNTS
FOR 1/3 OF TOTAL REVENUES

Contribution of energy sector

to consolidated revenues

(contribution of water sector to Group revenues)

16%

o

Sustained activity

Contribution of energy sector

to Group net current income

FFRI Furo FRF
33.6 5.2 31
1.4 .21 1.4

in the developed
and emerging countries

W ARER
L

GERARD PAYEN
EXECUTIVE

VICE PRESIDENT,
WATER

p

BERNARD GUIRKINGER

SENIOR VICE PRESIDENT-

FRANCE

& & A public service must
serve everyone, or it is not
a public service. Lyonnaise
des Eaux has harnessed

all of its know-how and
energy to provide a quality
service to the poorest
sections of the community,
with the acknowledgement
and support of the World
Bank. 99

THIERRY BOURBIE

SENIOR VICE PRESIDENT-

INTERNATIONAL

yonnaise des Eaux

Competitive technology and a reputation

for research and development enabled
Lyonnaise des Eaux to retain its leadership,
supplying drinking water to more than

77 million people, and 52 million with water
treatment services worldwide. Satisfying

our customers in Buenos Aires, Indianapolis,
Casahlanca, Bordeaux, Sydney or Manila

is the best guarantee we can offer Lyonnaise
des Eaux's new customers in Atlanta, Tuscany,
Amman, or Ho Chi Minh City.

Continuing
international
expansion,

and a good start

to new contracts

Sales rose 14 percent to 4.9 bil-
lion euro (FRF 32 billion)
in 1998, as Lyonnaise des
Eaux continued to execute its
contracts to the highest stan-
dards. It also scored several
major new successes, especial-
ly in the highly promising
United States market. This
sector made a consolidated
contribution of 212 million
euro (FRF 1.4 billion) to
Group net income, slightly
above the 1997 figure. The
contribution was split between

France (50 million euro/

FRF 329 million) and the rest
of the world (162 million
euro/ FRF 1.06 billion).

New contracts begun since
1998 contributed to revenue
growth. Concession contracts
inherently entail heavy invest-
ment outlays to begin with,
which means they often
lose money in the early years
before generating steadily
increased earnings in subs-
equent years. Start-up losses
on many contracts won in
1997 and 1998 were offset by
rising earnings on older inter-
national contracts.

In France, 1998 sales rose
+ 1.4 % at 2.07 billion euro
(FRF 13.6 billion). Several

hundred contracts in France

(1) Clignts effectively supplied within te raniework of cantracts + 3 vears.
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Suez LYONNAISE DES EAUX SERVES B5 MILLION PEOPLE

REVOLUTION ON A CHIP

than existing techniques,
combining molecular
biology, electronics,
chemistry, image analysis
and bio-informatics.

For consumers, that means
better-quality water.

Lyonnaise des Eaux
and hioMérieux jointly
developed a DNA chip
to control water quality
more accurately.

This high-tech chip

is faster and cheaper

come up for renewal by
competitive tender each year,
and Lyonnaise des Eaux
renewed 173 of its contracts,
winning 17 and losing 14.

Lyonnaise des Eaux
compensated for falling

water consumption via a
combination of sound
management of its contract
portfolio and increased
provision of services. An
economy drive also helped
to maintain profitability.
As part of the process
of introducing a shorter
working week, negotiations
are in progress with staff
representatives and labor
unions aimed at boosting
efficiency and improving
customer service. The divi-
sion will also continue
to seek productivity gains
in the years to come.
Water operations in France
contributed 50 million euro
(FRF 329 million) to
Lyonnaise des Eaux income,
up 10 percent over 1997.

A major storm water mana-
gement contract was signed

with Aéroports de Paris,

1} Excluding third party accounts in France

the Paris airports operator
(see box).

Altogether 86 percent of
customers expressed satis-
faction with Suez Iyonnaise
des Eaux's services as a whole
in France, while 90 percent of
them were satisfied with its
These

findings are in line with

customer  service.
traditional scores for other
public services. Lyonnaise des
Eaux is also pursuing an
active quality assurance
policy, and all of its activities
in France will be certified
by summer 2000. Currently,
more than 80 percent of
our operations are certified.

Sales generated outside
France increased by 22 per-
cent over the previous year to
2.8 billion euro (FRF 18.4 bil-

lion) and now account for

65 percent of Lyonnaise des

Eaux’s business in terms of
sales and 82 percent in terms
of population served.

Public/private partnerships to
supply drinking water and
wastewater services are a fast-
growing trend in the United
States, where Lyonnaise des
Eaux operates under the
United Water trade name.
Lyonnaise des Eaux has been
outstandingly successful on
this continent, winning all of
the major calls for tenders
entered. The most significant
contract won was in Atlanta,
the largest public/private
supply
partnership ever signed in
the United States. Other

won

water

drinking

contracts have been
in Milwaukee (Wisconsin),
Gary (Indiana), Jersey City,
and San Antonio (Texas).

Lyonnaise des Eaux now

contracts

ENVIRONMENT

Storm water treatment plant at
Roissy Charles de Gaulle Airport,
for Aéroports de Paris. Paris
airports operator Aéroports de
Paris awarded the Suez Lyonnaise
des Eaux Group a five-year
contract to design, build and
operate storm water treatment
plants for the Paris Roissy airport
complex. The consortium
members are Lyonnaise des Eaux,
Degrémont, Entreprise Jean
Lefebvre, Chantiers Moderne,
and Safége. Aéroports de Paris
has been pursuing an ambitious
environmental preservation policy
for many years.

Its aim where water is concerned
is to treat and clean up
environmentally undesirable
products such as kerosene,
aircraft defrosting and de-icing
products spilled onto the runways,
or accidental pollution caused

by storms ot heavy rainfall.

On the strength of three years'
experience gained at Orly Airport,
Lyonnaise des Eaux is now
applying innovative processes to
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