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Agua y Saneamientos Argentinos S.A.

U.S.$500,000,000
6.625% Notes due 2023

We are offering U.S.$500,000,000 aggregate principal amount of our 6.625% notes due 2023 (the “Notes”). The principal of the Notes will be
payable on February 1, 2023. Interest on the Notes will accrue at a rate of 6.625% per year and will be payable in arrears on February 1 and August 1
of each year, commencing on August 1, 2018.

We may redeem the Notes, in whole but not in part, at any time prior to February 1, 2021, at a redemption price based on a “make-whole”
premium, plus accrued and unpaid interest. We may also redeem the Notes, in whole or in part at any time after February 1, 2021 at the prices set forth
elsewhere in this offering memorandum plus accrued and unpaid interest. In addition, we may redeem the Notes, in whole but not in part, at a price
equal to 100% of their outstanding principal amount plus accrued and unpaid interest and any additional amounts upon the occurrence of certain changes
in Argentine tax law.

The Notes will constitute our direct, unsecured and unsubordinated obligations and will rank pari passu in right of payment with all our other
existing and future unsecured and unsubordinated indebtedness, except as otherwise provided by law. The Notes will be effectively subordinated to any
of our secured obligations to the extent of the value of the assets securing such obligations. Although 90% of our share capital is owned by the Republic
of Argentina (“Argentina”), the Notes do not benefit from any guarantee by Argentina.

Investing in the Notes involves risks. See “Risk Factors” commencing on page 28 of this offering memorandum for a discussion of certain risks
that you should consider in connection with an investment in the Notes.

Issue Price: 100.000%, plus accrued interest, if any, from February 1, 2018

The Notes have not been and will not be registered under the U.S. Securities Act of 1933, as amended (the “Securities Act”) and may not be
offered or sold within the United States (as defined in Regulation S under the Securities Act) or to, or for the benefit of, U.S. persons (as defined in
Regulation S), except pursuant to an exemption from, or in a transaction not subject to, the registration requirements of the Securities Act. Accordingly,
the Notes are being offered and sold by the initial purchasers only outside the United States to non-U.S. persons within the meaning of Regulation S
under the Securities Act. For a description of certain restrictions on resale or transfer, see “Transfer Restrictions” in this offering memorandum.

This offering memorandum does not constitute, and may not be used for the purpose of, and offer or solicitation by anyone in any jurisdiction in
which such offer of solicitation is not authorized to any person to whom it is unlawful to make such offer or solicitation, and no action is being taken to
permit an offering of the Notes or the distribution of this offering memorandum in any jurisdiction where such action is required.

Any offer or sale of Notes in any member state of the European Economic Area which has implemented directive 2003/71/EC (as amended, the
““Prospectus Directive’’) must be addressed to Qualified Investors (as defined in the Prospectus Directive).

The Notes will constitute non-convertible notes (obligaciones negociables simples no convertibles en acciones) under the Argentine Negotiable
Obligations Law No. 23,576, as amended (the “Argentine Negotiable Obligations Law”), will rank pari passu in right of payment with all of our existing
and future unsecured and unsubordinated indebtedness, except as otherwise provided by law, will be issued and placed in accordance with such law,
Law No. 24,156, as amended and supplemented, and any other applicable law and/or regulation, and will have the benefits provided thereby and will
be subject to the procedural requirements therein set forth.

The Notes will be offered to the public in Argentina by means of an Argentine prospectus in the Spanish language. The issue of the Notes was
approved by our shareholders on November 16, 2017, and by our board of directors on November 16, 2017.

The issuance of the Notes has been authorized by the Ministry of Finance of Argentina pursuant to Authorization Letter No. IF 2017 28091714-
APN-MF, dated November 13, 2017.

We are not subject to the rules and regulations of the Argentine Securities Commission (the “Comision Nacional de Valores” or the “CNV”’) and
therefore the public offer of the Notes in Argentina has not been registered with the CNV and the CNV has not passed upon the information contained
in the Spanish language version of this offering memorandum and has neither approved nor disapproved it.

We have applied to have the notes listed on the Official List of the Luxembourg Stock Exchange and admitted for trading on the Euro MTF
Market of such exchange. This offering memorandum constitutes a prospectus for purposes of Part IV of the Luxembourg law on prospectuses for
securities dated July 10, 2005, as amended.

The Notes will be issued in fully registered form in denominations of U.S.$150,000 and integral multiples of U.S.$1,000 in excess thereof and
will be registered in the name of a nominee of a common depositary for Euroclear Bank S.A./N.V. (“Euroclear”) and Clearstream Banking, société
anonyme (“Clearstream, Luxembourg”), on or about February 1, 2018.

Global Coordinators and Joint Bookrunners

Citigroup Deutsche Bank Securities HSBC
Co-Manager
Credit Agricole CIB

The date of this offering memorandum is February 21, 2018.
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NOTICE TO INVESTORS

Unless otherwise indicated or the context otherwise requires, all references in this offering memorandum
99 CC 9% C¢ % C¢ 99 e

to “AySA”, “Company”, “we”, “our”, “ours”, “us” or similar terms refer to Agua y Saneamientos Argentinos
S.A.

This offering memorandum has been prepared by us solely for use in connection with the proposed
offering of the Notes described herein.

We reserve the right to reject any offer to purchase, in whole or in part, for any reason, or to sell less than
all of the Notes offered by this offering memorandum, Citigroup Global Markets Limited, Deutsche Bank
Securities Inc., HSBC Securities (USA) Inc. and Crédit Agricole Corporate and Investment Bank (together, the
“Initial Purchasers”) will act as initial purchasers with respect to the offering of the Notes. This offering
memorandum does not constitute an offer to any other person or to the public in general to subscribe for or
otherwise acquire the Notes.

The Initial Purchasers make no representation or warranty, express or implied, as to the accuracy or
completeness of the information contained in this offering memorandum. Nothing contained in this offering
memorandum is, or shall be relied upon as, a promise or representation by the Initial Purchasers as to the past,
the present or future. We have furnished the information contained in this offering memorandum. The Initial
Purchasers have not independently verified the information contained herein (financial, legal or otherwise) and
assume no responsibility for the accuracy or completeness of such information. Neither the delivery of this
offering memorandum nor any sales made hereunder will, under any circumstances, imply that the information
contained herein is correct as of any date subsequent to the date of the cover of this offering memorandum.

Neither we nor the Initial Purchasers have authorized anyone to provide you with any information other
than that contained in this offering memorandum. We take no responsibility for, and can provide no assurance
as to the reliability of, any information that others may provide you.

Our board of directors hereby represents that, as of the date hereof, this offering memorandum contains
true, accurate and complete information regarding any material fact that may affect our financial condition and
results of operations as well as all other information that is required to be furnished to prospective investors in
respect of the Notes in accordance with applicable law and that there are no other facts the omission of which
would make this offering memorandum as a whole or any of such information or the expression of any opinions
or intentions expressed herein to be misleading. Prospective investors should not assume that the information
contained in this offering memorandum is accurate as of any date other than the date on the front of this offering
memorandum.

We are not, and the Initial Purchasers are not, making an offer to sell the Notes in any jurisdiction where
the offer is not permitted.

Neither the Securities and Exchange Commission (the “SEC”) nor any state securities commission nor the
CNV has approved or disapproved the Notes or passed upon or endorsed the merits of this offering or the
accuracy or adequacy of this offering memorandum. Any representation to the contrary is a criminal offense.

In making a decision to invest in the Notes, prospective investors must rely on their own examination of
our business and financial condition and the terms of the offering, including the merits and risks involved.
Prospective investors should not construe anything in this offering memorandum as legal, business or tax
advice. Each prospective investor should consult its own advisors as needed to make its investment decision
and to determine whether it is legally permitted to purchase the Notes under applicable legal investment or
similar laws or regulations. Investors should be aware that they may be required to bear the financial risks of
this investment for an indefinite period of time.

You must (i) comply with all applicable laws and regulations in force in any jurisdiction in connection
with the possession or distribution of this offering memorandum and the purchase, offer or sale of the Notes
and (ii) obtain any consent, approval or permission required to be obtained by you for the purchase, offer or
sale by you of the Notes under the laws and regulations applicable to you in force in any jurisdiction to which
you are subject or in which you make such purchases, offers or sales. Neither we nor the Initial Purchasers shall
have any responsibility therefor.



IN CONNECTION WITH THIS OFFERING, THE INITIAL PURCHASERS (OR PERSONS
ACTING ON BEHALF OF THE INITIAL PURCHASERS) MAY OVER-ALLOT NOTES OR
EFFECT TRANSACTIONS WITH A VIEW TO SUPPORTING THE MARKET PRICE OF THE
NOTES AT A LEVEL HIGHER THAN THAT WHICH MIGHT OTHERWISE PREVAIL.
HOWEVER, THERE IS NO ASSURANCE THAT THE INITIAL PURCHASERS (OR PERSONS
ACTING ON BEHALF OF THE INITIAL PURCHASERS) WILL UNDERTAKE STABILIZATION
ACTIONS. ANY STABILIZATION ACTION MAY BEGIN ON OR AFTER THE DATE ON WHICH
ADEQUATE PUBLIC DISCLOSURE OF THE FINAL TERMS OF THE OFFER OF THE NOTES IS
MADE AND, IF BEGUN, MAY BE ENDED AT ANY TIME, BUT MUST END NO LATER THAN
THE EARLIER OF 30 DAYS AFTER THE ISSUE OF THE NOTES AND 60 DAYS AFTER THE
ALLOTMENT OF THE NOTES.

IMPORTANT - NOTICE TO PROSPECTIVE INVESTORS IN THE EUROPEAN ECONOMIC
AREA

The Notes are not intended to be offered, sold or otherwise made available to and should not be offered,
sold or otherwise made available to any retail investor in the European Economic Area. For these purposes,

(a) aretail investor means a person who is one (or more) of:

(i) a retail client as defined in point (11) of Article 4(1) of Directive 2014/65/EU (as amended,
“MIFID 11);

(i1) a customer within the meaning of Directive 2002/92/EC, where that customer would not qualify
as a professional client as defined in point (10) of Article 4(1) of MiFID II; or

(iii) not a qualified investor as defined in the Prospectus Directive; and

(b) the expression “offer” includes the communication in any form and by any means of sufficient
information on the terms of the offer and the Notes to be offered so as to enable an investor to decide
to purchase or subscribe the Notes.

Consequently, no key information document required by Regulation (EU) No 1286/2014 (as amended,
the “PRIIPs Regulation”) for offering or selling the Notes or otherwise making them available to retail investors
in the European Economic Area has been prepared and therefore offering or selling the Notes or otherwise
making them available to any retail investor in the European Economic Area may be unlawful under the PRIIPS
Regulation.



AVAILABLE INFORMATION

The Indenture requires that we furnish to the Trustee (as defined herein) all notices of meetings of the
holders of Notes and other reports and communications that are generally made available to holders of the
Notes. At our request, the Trustee will be required under the Indenture to mail these notices, reports and
communications received by it from us to all record holders of the Notes promptly upon receipt.

We will make available to the holders of the Notes, at the corporate trust office of the Trustee at no cost,
copies of the Indenture as well as of this offering memorandum.

Copies of the Indenture as well as of this offering memorandum will also be available at our corporate
office located at Tucuman 752, 20'" floor, City of Buenos Aires, Argentina.

We have applied to have the Notes listed on the Official List of the Luxembourg Stock Exchange and
admitted to trading on the Euro MTF Market of such exchange. This offering memorandum will be available,
free of charge, on the Luxembourg Stock Exchange website www.bourse.lu.



ENFORCEMENT OF CIVIL LIABILITIES

We are a sociedad anonima organized under the laws of Argentina. All of our assets are located outside
the United States and all of our directors, executive officers and controlling persons reside outside of the United
States, and all of the experts named in this offering memorandum also reside outside of the United States. As a
result, it may not be possible for investors to effect service of process within the United States upon such
persons or to enforce against them or against us judgments predicated upon the civil liability provisions of the
federal securities laws of the United States or the laws of other jurisdictions.

To the fullest extent permitted by applicable law, we will irrevocably submit to the jurisdiction of any
New York state or any U.S. federal court sitting in the City of New York, Borough of Manhattan, and any
appellate court thereof, in any suit, action or proceeding arising out of or relating to the Notes or our failure or
alleged failure to perform any obligations under the Notes, and we will irrevocably agree that all claims in
respect of any such suit, action or proceeding may be heard and determined in such New York state or U.S.
federal court. We will irrevocably waive, to the fullest extent we may effectively do so, the defense of an
inconvenient forum to the maintenance of any suit, action or proceeding and any objection to any proceeding
whether on the grounds of venue, residence or domicile. To the extent that we have or hereafter may acquire
any immunity (sovereign or otherwise) in respect of our obligations under the Notes or the Indenture from
jurisdiction of any court or from any legal process (whether through service of notice, attachment prior to
judgment, attachment in aid of execution, execution or otherwise) with respect to ourselves or our property
(except for property considered of the public domain or dedicated to the purpose of an essential public service
or otherwise exempt from attachment or seizure under applicable Argentine law), we will irrevocably waive
such immunity in respect of our obligations under the Indenture and/or the Notes, and, without limiting the
generality of the foregoing, we agree that the waivers set forth in the Indenture shall have the fullest scope
permitted under the Foreign Sovereign Immunities Act of 1976 of the United States, as amended (the
“Immunities Act”), and are intended to be irrevocable. Notwithstanding the foregoing, we reserve the right to
plead sovereign immunity under the Immunities Act with respect to actions or proceedings brought against it
under U.S. federal securities laws or any state securities laws, and our appointment of a process agent is not
intended to extend to such actions or proceedings. However, under the Immunities Act, it may not be possible
to enforce in the United States a U.S. judgment against us. In addition, under the laws of the Republic of
Argentina (“Argentina”), it may not be possible to obtain in Argentina recognition or enforcement of a U.S.
judgment and any attachment or other form of execution (before or after judgment) on the property, will be
subject to the applicable provisions of the Codigo Procesal Civil y Comercial de la Nacion Argentina (the
“Code of Civil and Commercial Procedure of Argentina”). See “Description of the Notes—Governing Law”
and “—Submission to Jurisdiction.”

A judgment obtained against us in a foreign court may be enforced in the Supreme Court of Argentina.
Based on existing law, the Supreme Court of Argentina will enforce such a judgment in accordance with the
terms and conditions of the treaties entered into between Argentina and the country in which the judgment was
issued. In the event there are no such treaties, the Supreme Court of Argentina will enforce the judgment if it:

e  complies with all formalities required for the enforceability thereof under the laws of the country in
which it was issued;

e has been translated into Spanish, together with all related documents, and it satisfies the
authentication requirements of the laws of Argentina;

e was issued by a competent court, according to Argentine principles of international law, as a
consequence of a personal action (action in personam) or a real action (action in rem) with respect
to personal property if such was transferred to Argentina during or after the time the trial was held
before a foreign court;

e  was issued after serving due notice and giving an opportunity to the defendant to present its case;

® is not subject to further appeal (is considered final according to the law of the country in which it
was issued);

® isnot against Argentine public policy; and



® s not incompatible with another judgment previously or simultaneously issued by an Argentine
Court.

In a March 2014 decision, the Supreme Court of Argentina held that the enforcement of a foreign judgment
did not satisfy one of the requirements set forth in the Code of Civil and Commercial Procedure of Argentina
(i.e., that a foreign judgment cannot contravene Argentine law principles of public policy), given the fact that
an enforcement as such requested by the plaintiff would imply that such plaintiff, pursuant to an individual
action filed before a foreign court, would circumvent the public debt restructuring process set forth by the
Federal Government through emergency legislation enacted in accordance with the Argentine federal
constitution (the “Argentine Constitution”). In addition, the Supreme Court of Argentina held that such norms
were part of Argentine public policy and, therefore, that the enforcement of a foreign judgment, such as the one
sought by the plaintiff, could not be granted as it would be clearly contrary to such legislation.

IN ACCORDANCE WITH ARGENTINE LAW, IT IS POSSIBLE TO TAKE LEGAL ACTIONS
AGAINST US DIRECTLY, BUT ATTACHMENT OR OTHER FORM OF EXECUTION ON THE
PROPERTY OF US THAT IS USED FOR THE PROVISION OF PUBLIC SERVICES WILL NOT BE
ORDERED. FURTHERMORE, ATTACHMENT PRIOR TO JUDGMENT OR ATTACHMENT IN
AID OF EXECUTION WILL NOT BE ORDERED BY COURTS OF ARGENTINA WITH RESPECT
TO PUBLIC PROPERTY IF SUCH PROPERTY IS LOCATED IN ARGENTINA AND IS INCLUDED
WITHIN THE PROVISIONS OF ARTICLES 234, 235 AND 237 OF THE ARGENTINE CIVIL AND
COMMERCIAL CODE OR DIRECTLY PROVIDES AN ESSENTIAL PUBLIC SERVICE SUCH AS
THOSE SERVICES PROVIDED BY US AND, AS A RESULT, IT IS UNLIKELY THAT AN
ARGENTINE COURT WILL ORDER OR RECOGNIZE AN ATTACHMENT AGAINST OUR
PROPERTY OR ASSETS.



FORWARD-LOOKING STATEMENTS

This offering memorandum contains forward-looking statements. Words such as “believe”, “anticipate”,
“may”, “will”, “aim”, “continue”, “plan”, “expect”, “intend”, “target”, “estimate”, “project”, “predict”,
“forecast”, “should” and similar expressions are intended to identify forward-looking statements, but are not
the exclusive means of identifying these statements. We have based these forward-looking statements on our
current beliefs, expectations and projections about future events, financial trends, business strategy, competitive
position, business environment, potential growth, effects of regulations and competition, and other
circumstances affecting our business. Many important factors, in addition to those discussed in this offering
memorandum, could cause our results to differ substantially from those anticipated in our forward-looking

statements, including:

e local, regional and national business, economic, political, social, legal or other conditions in
Argentina and elsewhere in Latin America or changes in either developed or other emerging markets;

e inflation and interest rates fluctuations in Argentina;

e  government regulations in Argentina;

e adverse legal or regulatory disputes or proceedings;

e  exchange rate fluctuations, including a significant devaluation of the peso;

e  exchange controls, restrictions on transfers abroad and restrictions on capital inflows and outflows;

o the availability of financing on reasonable terms, including as a result of conditions in regional and
global markets;

e  changes in capital markets which may affect the policies or attitudes regarding the granting of loans
to or investment in Argentine companies;

e increases in the cost of funding or inability to obtain funding on acceptable terms;
e  anincrease in our cost and expenses; and
e the risk factors discussed under “Risk Factors”.
Examples of these forward-looking statements include:
e  projections of capital expenditures, capital structure or other financial items or ratios;
e  statements about our future financial performance or economic conditions in Argentina; and
e  statements of assumptions underlying these statements.

You should not place undue reliance on forward-looking statements, which are based on our current
expectations. Forward-looking statements are not guarantees of performance. They involve risks, uncertainties
and assumptions. Our future results may differ materially from those expressed in forward-looking statements.
Many of the factors that will determine our performance are beyond our ability to control or predict. All
forward-looking statements and risk factors included in this offering memorandum are made as of the date on
the front cover of this offering memorandum, based on information available to us as of such date, and we
assume no obligation to update publicly or to revise any forward-looking statement or risk factor after we
distribute this offering memorandum because of new information, future events or other factors. In light of the
risk and uncertainties described above, the forward-looking events and circumstances discussed in this offering
memorandum might not occur, which could result in a material adverse effect on our financial performance.



PRESENTATION OF FINANCIAL AND OTHER INFORMATION

Financial Information

Our fiscal year ends on December 31 of each year. This offering memorandum includes information
extracted from our audited annual financial statements as of and for each fiscal years ended December 31, 2016
and 2015 (our “Audited Annual Financial Statements”).

Our Audited Annual Financial Statements have been prepared in accordance with Argentine Generally
Accepted Accounting Principles (“Argentine GAAP”) as issued by the Federacion Argentina de Consejos
Profesionales de Ciencias Econémicas (“FACPCE”) and approved by the Professional Association of
Economic Sciences of the Autonomous City of Buenos Aires (“Consejo Profesional de Ciencias Economicas
de la Ciudad de Buenos Aires” or “CPCECABA”). Our Audited Annual Financial Statements for the year
ended December 31, 2016 have been audited by Bértora & Asociados S.R.L. (“Bértora”), our independent
auditors, whose report dated November 13, 2017, is included in this offering memorandum. Such report
contains qualifications and emphasis-of-a-matter paragraphs to which we refer and investors should familiarize
themselves with them. Bértora did not audit our annual financial statements for the year ended December 31,
2015, which are included in our Audited Annual Financial Statements for comparison purposes. The financial
statements for the year ended December 31, 2015 were audited by Roberto Quian & Asociados, whose report
is dated August 17, 2016. Such report contains qualifications and emphasis-of-a-matter paragraphs to which
we refer and investors should familiarize themselves with them. See Risk Factors, “Our auditors for the fiscal
year ended December 31, 2015 have included a qualification and a paragraph of emphasis in their report to
our Audited Financial Statements for the year ended December 31, 2015.”

We have not prepared any financial statement for any period or as of any date after December 31, 2016.
However, we have included in this offering memorandum certain limited financial information for the nine
months ended September 30, 2017 and 2016 but our independent auditors have not performed a limited review
for such periods. The limited financial information for the periods ended September 30,2017 and 2016 included
in this offering memorandum were prepared based upon a number of assumptions, estimates and business
decisions that are inherently subject to significant business and economic conditions and contingencies, many
of which are beyond our control. The limited financial information contained in this offering memorandum for
the periods ended September 30,2017 and 2016 is not meant to be a comprehensive statement of our unaudited
financial results for these periods and our actual results may differ from these estimates. As of the date of this
offering memorandum, we are not required under applicable Argentine law to prepare interim financial
statements.

We have determined that, as of the date of this offering memorandum, the Argentine peso does not qualify
as a currency of a hyperinflationary economy according to Argentine GAAP. In a hyperinflationary economy,
financial information is adjusted by applying a general price index and expressed in the measuring unit (the
hyperinflationary currency) current at the end of the reporting period. Therefore, our Audited Annual Financial
Statements and our unaudited financial information for the periods ended September 30, 2017 and 2016
included herein were not restated in constant currency. For more information, see “Management’s Discussion
and Analysis of Financial Condition and Results of Operations—Factors Affecting our Results of Operations—
The Argentine Economy”. Notwithstanding the above, in recent years, certain macroeconomic variables
affecting our business, such as the cost of labor, the exchange rate of the Argentine peso to the U.S. dollar and
costs and expenses associated with inputs necessary to run our business that are denominated in pesos, have
experienced significant annual increases, which should be considered in the assessment and interpretation of
our financial performance reported in this offering memorandum. See “Risk Factors—Risks Relating to
Argentina—Continuing high inflation may have a negative effect on the Argentine economy and on our
financial performance.” Argentine inflation could therefore affect the comparability of the different periods
presented herein.

Currency Information

Unless otherwise specified, references to “U.S.$” and “U.S. dollars” are to United States dollars.
References to “Ps.” and “pesos” are to Argentine pesos. This offering memorandum contains translations of



various peso amounts into U.S. dollars at specified rates solely for the convenience of the reader. You should
not consider these translations to be representations that the peso amounts actually represent these U.S. dollars
amounts or could be converted into U.S. dollars at the rate indicated. Unless otherwise indicated, we have
translated U.S. dollar amounts in this offering memorandum at the exchange rate of Ps.17.31 to U.S.$1.00,
which was the selling rate published by Banco de la Nacion Argentina (“Banco Nacion”) on September 30,
2017. See “Exchange Rates and Exchange Controls” for information regarding the rates of exchange between
the peso and the U.S. dollar.

Rounding

Certain figures included in this offering memorandum have been rounded for ease of presentation.
Percentage figures included in this offering memorandum have in some cases been calculated on the basis of
such figures prior to rounding. For this reason, certain percentage amounts in this offering memorandum may
vary from those obtained by performing the same calculations using the figures in the financial statements.
Certain numerical figures shown as totals in this offering memorandum, due to rounding, may not be an
arithmetic aggregation of the figures that precede them.
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SUMMARY

This summary highlights selected information contained elsewhere in this offering memorandum, but it
does not contain all of the information that may be important to you. Before making a decision to invest in the
Notes, you should carefully read this entire offering memorandum, including the information under the heading
“Risk Factors” as well as the information in the financial statements and accompanying Notes included in this
offering memorandum.

Overview

AySA has the exclusive concession for the provision of drinking water and sewage services in the City of
Buenos Aires and 25 districts in the Greater Buenos Aires Area in Argentina.

Our History

The beginning of our concession dates back to 1912 when Obras Sanitarias de la Nacion (“OSN”), the
State-owned company engaged in delivering drinking water and sewage services was created. OSN was created
to develop, build and manage infrastructure to ensure water supply within Argentina. By 1922 OSN already
provided services to approximately 1.7 million people.

AySA was created pursuant to Decree No.304/2006 of the Argentine Executive Branch on March 21, 2006
subsequently ratified by the Argentine Congress through Law No. 26,100. This followed the termination of the
concession held until then by a private sector operator, Aguas Argentinas S.A. (“Aguas Argentinas™) for the
delivery of drinking water and sewage services within the City of Buenos Aires and certain districts of the
Greater Buenos Aires Area.

Aguas Argentinas had been awarded such concession as a result of an international public tender called
for by the Federal Government pursuant to Law No. 23,696 (known as the State Reform Law and which served
as the legal basis for the privatization process that took place in Argentina in the early 1990s). On May 1, 1993,
Aguas Argentinas took over the whole operations which, until that time, had been carried out by OSN.

The concession agreement entered into between the Federal Government and Aguas Argentinas was
subject to ongoing changes and was finally terminated through Decree No.303/2006, whereby the Federal
Government terminated the agreement. Such early termination was decided by the Federal Government prior
to AySA’s creation.

AySA was incorporated as a corporation (sociedad anonima) pursuant to the Argentine Corporations Law,
but subject to certain conditions that grant it a special legal status. In this regard, Executive Decree N0.304/2006
also provided that 90% of AySA’s shares would be owned by the Federal Government while the remaining
10% would belong to OSN’s and Aguas Argentinas’ former employees and AySA workers who joined the
Employee Stock Ownership Plan.

Subsequently, by way of Decree No. 373/2006 - also ratified by Law No. 26,100 - the Executive Branch
amended the law that had created AySA, in that it established that the Federal Government’s shares would be
non-transferable and that its percentage ownership could not be changed by any corporate action. Therefore,
unlike other companies (including other sociedades andnimas), AySA is a necessarily state-owned company
and such status may only be changed by the enactment of another law by the Argentine Congress.

Pursuant to Section 105 of the Federal Government’s budget Law No. 27,431 for the year 2018, as from
January 1, 2018, AySA will no longer be subject to the Federal budget preparation regime applicable to
companies owned by the Federal Government or with a majority of its capital stock owned by the Federal
Government. However, AySA will remain subject to the same internal and external controls to which it was
subject prior to the enactment of Law No. 27,431.

Business Strategy

Our main strategic goal is to achieve a 100% coverage for the provision of drinking water and sewage
services within our concession area, allowing the entire population living in our concession area to benefit from
our services thus promoting social inclusion and economic progress.
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We intend to achieve that goal by aggressively investing in expanding and upgrading our infrastructure so
as to be able to reach the sectors of the population within our concession area we currently do not serve. We
estimate that as of the date of this offering memorandum, approximately 4.1 million and 7.3 million inhabitants
lack access to drinking water and sewage services, respectively within our concession area. Our corporate
objective is aligned with the current Federal administration’s key pillar of reducing poverty levels in Argentina
and, in particular, in the Greater Buenos Aires Area.

We expect to continue relying on the support of the Federal Government, that provided us with
approximately two thirds of our total revenues in 2016 but to increasingly benefit from higher collections from
customers, as our tariffs have been adjusted after over 15 years without any such increases despite substantial
increases in our cost of operations.

AySA’s Strengths
Our main strengths include:

(1) 90% of our share capital is owned by the Federal Government;

(2) the availability of a high volume of fresh water supply due to our proximity to the “de la Plata” and
the “Parana” rivers;

(3) our large scale operations;

(4) having the exclusive concession over the area where we provide water and sewage services;
(5) an infrastructure design which we believe allows for the efficient provision of our services;
(6) being incorporated as a corporation, which allows us to be agile and flexible; and

(7) what we believe is a good relationship with the single trade union to which substantially all of our
employees belong and who supports our strategy.

Regulatory Framework

On February 28, 2007, the Argentine Congress enacted Law No. 26,221, approving the regulatory
framework applicable to our concession (the “Regulatory Framework™). The Regulatory Framework governs
all aspects of drinking water distribution and sewage treatment.

The Regulatory Framework establishes the quality standards that we are required to meet, the service
conditions, our obligations and the powers vested upon the applicable regulatory authorities. The specific
aspects inherent to the concession are not governed by the Regulatory Framework, but rather by a separate
agreement between the Federal Government and us, ratified by Resolution No.170 of the former Ministry of
Federal Planning, Public Investment and Services on February 23, 2010, pursuant to which the concession term
was set at 20 years, as from March 21, 2006 and expiring on March 21, 2026, and renewable by the
parties’’mutual agreement. For further details about the Regulatory Framework and the agreement, see
“Regulatory Framework and Tariffs.”

The Concession
Concession Area

The total area of the concession awarded to us extends over approximately 2,949 square-kilometers,
covering the City of Buenos Aires, and 25 districts or municipalities surrounding the Greater Buenos Aires
Area within the Province of Buenos Aires.

Our concession is divided into five regions: Capital, Southeast, Southwest, North, and West. The
following map shows our concession area:
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Clients

We provide drinking water, sewage and related services, such as interconnection and bulk sales of water,
to approximately 13.5 million people. As of September 30, 2017, we had 3.5 million clients (legal entities
and/or individuals who are billed for our services), while as of September 30, 2016 we had a total of 3.2 million

clients.

The following table shows the evolution in the number of clients of our services since we were awarded

the concession until September 30, 2017:
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Services

We are engaged in the provision of drinking water, wastewater treatment and sewage and supplementary
or special services, such as interconnection works and bulk sales of water, through a comprehensive network
covering the entire water cycle, seeking to maximize efficiency and pursuing a sustainable management
approach.

We invoice our clients for the full tariff applicable each type of client. However, our invoices are
discounted, as required by our Regulatory Framework, and clients only pay the discounted amount. The
following table shows a breakdown of our sales accrued for each of the services we provide during the years
ended December 31, 2016 and 2015 as well as the subsidies granted by the Federal Government and passed by
AySA onto clients, and sales, net of subsidies, accrued during such periods.

Fiscal years ended @
December 31,

2016 2015
(In millions of
U.S.9) (In millions of Ps.)

Accrued sales

Revenues from water supply and sewer services 534.7 8,495.8 3,582.9

Revenues from water Service..........cceevevveerennnns 359 570.9 267.4

Revenues from Sewer Service .........ccoevevveeevenneens 5.6 89.5 349

Revenues from general Services ............ccocvennee. (11.9) (189.8) (324)

Revenues from special services........c.ccecvrvennenne 8.2 130.8 49.9

OheT ..o 4.2) (67.2) 6.7

Accrued sales...............ooooeiiiiiiiienii e 568.3 9,030.0 3,909.4
Service subsidies

Subsidy on water and sewer services.................. (57.8) (919.0) (953.8)

Subsidy on water service (9.6) (153.2) (123.0)

Subsidy on sewer service (1.3) (21.0) (14.0)

Subsidy on general SErvices..........cecvrvereeeeennen. 0.5 8.1 7.8

Subsidy on special Services ..........ccccevverienuenen. (2.6) (41.4) (10.8)
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Fiscal years ended
December 31,

2016 2015
(In millions of
U.S.9$) (In millions of Ps.)

OtheT ..t - 1

Total accrued subsidies...................ccooevreeinnnn. (70.9) (1,126.5) (1,092.8)
Accrued sales, net of subsidies

Revenues from water supply and sewer services 476.8 7,576.8 2,629.1

Revenues from water Service..........ccevveveervennnns 26.3 417.7 144.4

Revenues from sewer Service .........ccoocveeueevennnne 43 68.5 20.9

Revenues from general Services ............cccocueneee. (11.4) (181.7) (24.6)

5.6 89.4 39.1

(4.2) (67.2) 7.7

497.4 7,903.5 2,816.6

Notes:-

(1) The term refers to subsidies passed onto clients as a percentage discount on invoices issued to them.

The following table shows our total gross revenues, service subsidies passed onto clients, and net revenues
earned by us for the years ended December 31, 2016 and 2015:

9-month period ended Fiscal years ended
September 30, December 31,

(In millions  (In millions  (In millions

of U.S.$) of Ps.) of U.S.9) (In millions of Ps.)
2017 2017 2016 2016 2015
Accrued Sales .........ocoeeeeieeiiieiiieiieee, 551.8 9,551.7 568.3 9,030.0 3,909.4
Service subsidies™.........oovvvvooooooroeoeo (48.5) (840.4) (70.9) (1,126.5) (1,092.8)
Net revenues® 503.3 8,711.3 4974 7,903.5 2,816.6

Notes: —

(1) The term refers to subsidies passed onto clients as a percentage discount on invoices issued to them.
(2) Accrued revenues include surcharges on arrears and previous years ’adjustments.
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The following chart shows a breakdown of our net revenue during the years ended December 31, 2016
and 2015.

Net Revenue Composition - Subsidy
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2015 2016

% Subsidies ®Gross Revenue

Source:— Company.

The following chart shows the composition of the transfers we received from the Federal Government
during the years ended December 31, 2016 and 2015.

Federal Goverment Transfers Composition

100%
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Source:— Company.

As capital transfers must be applied to (i) the acquisition and/or construction of assets to be used in
connection with, and (ii) the provision of services pursuant to, our concession (and if not used, must be returned
to the Federal Government), taking into account that as of the expiration of the concession term of such assets
shall revert to the Federal Government free of charge, we decided to account for them as income in line when
the depreciation of acquisition or construction costs of such assets takes place . Any unused balance, until
applied to the applicable acquisition or construction, is accounted for as a reserve in our shareholders” equity.
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In respect of current transfers, we account for them as a reserve in our shareholders' equity and reflect
them as revenue in the year in which the expenses for which such transfers were made are incurred.

Drinking water

The provision of drinking water services involves the intake of raw water -that is, water in its natural state-
its purification, transport and distribution for consumption. Our water purification network extends across
22,471 km of pipelines, serving over 10.2 million people.

We rely mainly on two water sources: surface water (from the de la Plata and Parana rivers) and
underground aquifers. We collect water through collection towers, from where water is transported to treatment
facilities where it is treated and filtered. Once purified, water is distributed and/or stored for future distribution.

Our total water production for the year ended December 31, 2016 amounted to 1,913.3 million cubic
meters (approximately 5.2 million cubic meters per day), while our total water production for the year ended
December 31, 2015 amounted to 1,943.7 million cubic meters.

We classify our water production and purification facilities into: (i) surface water purification facilities
where river water collected from intake towers that flows into treatment and filtration facilities, and (ii)
underground water production facilities, where water is retrieved from wells, whether individually or in
batteries of wells and is then treated through reverse osmosis, ion exchange and adsorption processes, as
applicable, to remove contaminating elements.

As of December 31, 2016, we had the following treatment facilities for water purification: 368 wells
(including operative one and reserves), three surface water treatment plants, six ion exchange facilities, one
adsorption facility, and two reverse osmosis facilities.

Our surface purification facilities include the General San Martin Plant, which serves the residents of the
City of Buenos Aires and the municipalities of San Isidro, Vicente Lopez, San Martin, Tres de Febrero, Mordn,
Ituzaing6, Hurlingham and a section of La Matanza, in the Greater Buenos Aires Area; the General Belgrano
Plant, which serves the residents of the municipalities of Quilmes, Lanus, Avellaneda, Lomas de Zamora, a
section of Esteban Echeverria (9 de Abril) and Almirante Brown, to the South of the Greater Buenos Aires
Area, La Matanza, to the West of the Greater Buenos Aires Area and certain neighborhoods of the City of
Buenos Aires, including Constitucion, Caballito and Floresta, and the Juan Manuel de Rosas Plant, which
serves the residents of the municipalities of Tigre and San Fernando.

Sewage service

This service involves the collection, lifting, transport and treatment of wastewater generated within the
concession area - including industrial sewage permitted to be poured into the sewer system - for the subsequent
disposal into receiving waters under the conditions required by applicable laws and regulations. Our wastewater
treatment network extends across 14,800 kilometers of pipelines serving a concession area of around 2,949
square kilometers and supplies over 7.9 million people.

Wastewater is drained by gravity from the residential network, where it is pump-lifted to larger pipes.
Then, wastewater is transported to facilities to undergo pre-treatment or treatment before being disposed of in
receiving rivers.

Wastewater from the sewer network undergoes treatment at water treatment plants. Sewage is processed
and then disposed of into the receiving waters (the de la Plata, Reconquista and Matanza rivers) pursuant to
legal standards. The wastewater treatment process seeks to remove gross solid materials (such as urban solid
waste from households) as well as fat and organic matter (found in particles and dissolved). The stages of each
process vary according to the biological treatment being performed.

Also, pumps lift wastewater from micro-watersheds to larger pipes of the sewer network, from where they
flow into a purification plant for treatment.

Our facilities include 163 minor pumping plants, the Boca-Barracas pumping plant, the Wilde pumping
plant, and 18 wastewater treatment plants.

During the year ended December 31, 2016, the pumped volume across all wastewater treatment facilities
was 1,023.5 million cubic meters. The total volume of sewage biologically treated at wastewater treatment
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facilities in 2016 was 147.3 million cubic meters, while the volume of pre-treated sewage was 674.8 million
cubic meters, therefore, the percentage of treated wastewater was approximately 81%.

Major Completed Works and Major Projects
Drinking Water

Our main works and projects in connection with the provision of drinking water services are the
construction of our Juan Manuel de Rosas Potabilization Plant and the works to be performed in the Bernal
System.

Juan Manuel de Rosas Plant and new North Underground River

The new Juan Manuel de Rosas Plant, which takes water from the Parana river for its potabilization, along
with the construction of a new North Underground river of treated water will allow to improve and expand the
drinking water service to reach approximately 2.5 million residents in the Malvinas Argentinas, José C. Paz,
San Miguel, Moreno and Merlo districts under the Greater Buenos Aires Area, which have been recently
transferred to us. The Juan Manuel de Rosas Plant is at an approximately 95% completion stage.

The construction of the new North Underground river is at project stage. The project consists of the
construction of a treated water aqueduct of approximately 50km long and a diameter of 4,000 and 3,000
millimeters from Tigre up to Merlo, in the Province of Buenos Aires, counting with 3 new Elevation Stations.
This project will require civil and electromechanical works in an approximate amount of Ps.18,000 million
(VAT excluded).

Bernal System

The set of works planned for the Bernal System will allow to develop our expansion in the districts of
Esteban Echeverria, Almirante Brown, Lomas de Zamora, Ezeiza and La Matanza of the Greater Buenos Aires
Area. Such works will benefit approximately 2,5 million residents, and consist on: a new intake of unprocessed
water in the Rio de la Plata, the expansion of the existing Bernal Water Treatment Plant, and a new underground
river of treated water.

Transportation of treated water will be effected through the construction of a new South Underground
river approximately 22 km long with an internal diameter of 2900 millimeters, to be made in two sections and
with two pumping stations. The table below shows the stage of each project and their estimated cost. The works
are partially financed by CAF (Andean Finance Corporation) through a loan to the Federal Government.

Bernal System

Cost (VAT excluded) in

Stage millions of Ps.
Bernal New Intake Under design 6,000
Expansion of Bernal Plant Contracted 2,200
South Underground River (Section 1) Contracted 2,900
South Underground River (Section 2) Contracted 2,900
Total 14,000

Sewage

Our main works and projects in connection with the provision of sewage services are the works to be
performed in the Riachuelo System, Berazategui System, construction of the Coastal Collector, the Laferrere
Plant and the Lujan/Escobar Plant.

Riachuelo System

The set of works to be performed in the Riachuelo System will allow us to relieve the capacity of the
existing Riachuelo — Wilde main sewage pipes, which currently conduct the sewage to our Berazategui plant.
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Works in the Riachuelo System will also allow the processing of sewage from the expansion of our services
into the districts of Avellaneda, Lanus, Lomas de Zamora and Almirante Brown of the Greater Buenos Aires
Area. Works to be done in the Riachuelo system include building a collection tunnel of approximately 15 km,
parallel to the Riachuelo river. The new “Colector Margen Izquierda” will allow the proper drainage of sewage
including overflow spills in drought weather. The collector will reach a Primary Plant in Dock Sud, which will
be completed with a Pumping Station and an Emissary approximately 12 km long into the Rio de la Plata, that
will disperse the pretreated sewage and complete the treatment.

The table below shows the stage each of these projects are in and their estimated cost. The works are
partially financed by the World Bank:

Riachuelo System

Cost (VAT excluded) in
Stage millions of Ps.

Colector Margen Izquierda and Desvio
Colector Baja Costanera Under construction 1,900
Pretreatment plant, Intake station and
Pumping Station Under construction 2,400
Emissary and Diffusers Under construction 2,200
Total 6,500

Berazategui System

The set of works performed and to be performed in the Berazategui system include the construction of the
Berazategui Plant which has been finished, construction of a pumping station for an amount of Ps.700 million
(VAT excluded) and the construction of the Berazategui Emissary for an amount of Ps.4,000 million (VAT
excluded) and which is at a project stage.

Coastal Collector

The construction of the Coastal Collector will provide relief of the North sewage system of the districts
of Tigre, San Fernando, San Isidro and Vicente Lopez, of the Greater Buenos Aires Area and the collection of
sewage overflow spills in drought weather. These works are at a project stage and will require an investment
of Ps.6,000 million (VAT excluded).

Laferrere Plant

The Laferrere Plant project includes the construction of the first module of the new Sewage Treatment
Plant, to receive the sewage of 450,000 residents corresponding to the expansion of the sewage service in La
Matanza district and part of the Merlo district of the Greater Buenos Aires Area.

Lujan/Escobar Plant

The project will allow us to process sewage for 1.2 million residents in the districts of Escobar and Pilar
in the Province of Buenos Aires. This project includes the construction of a new sewage treatment plant.

Procurement and Bidding Processes

Pursuant to Chapter XI.6 of our Binding Instrument, all contracts for the provision of goods, services
including the engagement of contractors for the development and execution of construction projects must be
conducted through competitive bidding processes or alternate similar methods that ensure price competition.

Chapter XIII of our Regulatory Framework, requires that we give priority to Argentine bidders and
components when hiring services and/or acquiring goods. Further, Law No. 26,221 requires that we design and
implement procedures which guarantee transparency in the information we give to bidders, competition among
the bidders, and that we keep a record of vendors.
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Since April 2016 all the terms of reference and requirements to present tenders for construction projects
are published in the AySA’s web page and can be freely and anonymously downloaded, so that the identity of
the bidder is not known to AySA until its bid has been presented.

Employees
As of September 30, 2017, we had a total of 7,460 employees. The following table shows our number of
employees as of December 31, 2016 and 2015, and as of September 30, 2017.

Number of Employees

As of
As of December 31, September 30,
2015 2016 2017
Operation workforce 1,961 2,059 2,456
Administration workforce 677 711 866
Technicians and Professionals 2,334 2,372 2,559
Supervisors 1,318 1,309 1,395
Managers and directors 151 179 184
Total 6,441 6,630 7,460

Our recent significant growth in employee numbers is mainly due to the extension of our concession
through the incorporation of eight new districts, including the incorporation of a substantive percentage of the
employees who worked in such areas prior to our taking over of operations.
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THE OFFERING

The following is a brief summary of certain terms of this offering. For a more complete description of
the terms of the Notes, see “Description of the Notes” in this offering memorandum.

Issuer.......ovveeveeennnn

Securities Offered ...

Issue Price..............
Maturity ........cce......

Interest ........ooeveeen

Interest Payment Dates .........ccccceeueeenee

Ranking...................

Additional Amounts

Agua y Saneamientos Argentinos S.A., a corporation organized
under Argentine law.

U.S.$500,000,000 aggregate principal amount of 6.625% Notes
due 2023.

100.000%, plus accrued interest, if any, from February 1, 2018.
February 1, 2023.
Interest on the Notes will accrue at a rate of 6.625% per year.

Interest on the Notes will be payable semiannually in arrears on
February 1 and August 1 of each year, beginning on August 1,
2018.

The Notes will be our general, unsecured and unsubordinated
obligations, ranking equally without any preference among
themselves and with all of our other present and future unsecured
and unsubordinated indebtedness from time to time outstanding,
except as otherwise provided by law.

All payments by us of principal, premium, if any, and interest in
respect of the Notes will be made without withholding or
deduction for or on account of, any present or future taxes and
duties, assessments or governmental charges of whatever nature
imposed, levied, collected, withheld or assessed by or within
Argentina or by or within any political subdivision thereof or
authority therein or thereof having power to tax, unless required
by law, in which case, subject to specified exceptions and
limitations, we will pay such additional amounts as may be
required so that the net amount received by the holders of the
Notes, after any such withholding or deduction, will not be less
than the amount that would have been received in the absence of
any such withholding or deduction. See “Description of the
Notes—Additional Amounts.”
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Optional Redemption...........cccecvveveenene

Certain Covenants...........ccccoeeeeeeeeunnnnn...

Further ISSUances .........cccoevvvvveeeiiieiinnnns

LiStiNg .couvveieeiieiieiieieeieeieeeeee e

Form of Notes, Clearing and Settlement

Make-Whole Redemption. We may redeem the Notes, in whole
but not in part, at any time prior to February 1, 2021, at a
redemption price equal to (A) 100% of the principal amount of
such Notes, plus accrued and unpaid interest (including
Additional Amounts, if any) to the date of redemption, plus (B) a
“make-whole” amount, as described under “Description of the
Notes—Optional Redemption—Optional Redemption with a
Make-Whole Premium.”

Optional Redemption without a Make-Whole Premium. At any
time and from time to time on or after February 1, 2021, we may
redeem the Notes, at our option, in whole or in part, at redemption
prices described in this offering memorandum, plus accrued and
unpaid interest and additional amounts, if any, to the date of
redemption.

Tax Redemption. We may redeem the Notes, in whole but not in
part, subject to applicable Argentine laws, at a price equal to
100% of the principal amount plus accrued and unpaid interest
thereon to the redemption date and any additional amounts, upon
the occurrence of certain changes in tax law. See “Description of
the Notes—Optional Redemption—Optional Redemption upon a
Tax Event.”

The indenture governing the Notes contains covenants that will,
among other things, limit our and our restricted subsidiaries’
ability to, among other things:

(1)incur or guarantee additional indebtedness; and
(2)incur liens;

These covenants are subject to a number of important
qualifications and exceptions. Many of these covenants will not
apply to us or our restricted subsidiaries during any period in
which the Notes are rated investment grade by at least two rating
agencies. For more information, see “Description of the Notes—
Certain Covenants.”

We may from time to time, without notice to or consent of the
holders of the Notes, create and issue additional Notes of the same
series as the Notes initially issued in this offering.

We have applied to have the Notes listed on the Luxembourg
Stock Exchange for trading on its Euro MTF Market.

The Notes will be issued in the form of one or more global notes
without coupons, registered in the name of a nominee of a
nominee of a common depositary for Euroclear and Clearstream,
Luxembourg.  The Notes will be issued in minimum
denominations of U.S.$150,000 and integral multiples of
U.S.$1,000 in excess thereof, and will have a minimum
subscription amount of U.S.$150,000. See “Plan of
Distribution.”
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Transfer Restrictions...........ccccooveeuvveeee..

Governing Law ........cccocveeveeiieiieecieennnnns

Initial Purchasers .......ccccooveveeiivecennnee...

Trustee, Co-Registrar, Transfer Agent
and Principal Paying Agent ...................

Representative of the Trustee in
Argentina, Argentine Registrar and
Transfer Agent and Argentine Paying
ANt i
Luxembourg Listing Agent....................

TaXaAtiON ..o

Risk FACtOIS ..o,

We have not registered the Notes under the Securities Act. The
Notes are subject to restrictions on transfer and may only be
offered in transactions exempt from or not subject to the
registration requirements of the Securities Act. See “Plan of
Distribution—Transfer Restrictions”.

The indenture and the Notes are governed by, and will be
construed in accordance with, the law of the State of New York;
provided that the Negotiable Obligations Law shall govern the
requirements for the Notes to qualify as obligaciones negociables
thereunder while such law, together with Argentine General
Corporations Law No. 19,550, as amended, the Argentine Capital
Markets Law and other applicable Argentine laws and
regulations, govern the capacity and corporate authorization of
AySA to execute and deliver the Notes and certain matters in
relation to meetings of holders.

Citigroup Global Markets Limited, Deutsche Bank Securities

Inc., HSBC Securities (USA) Inc. and Crédit Agricole Corporate
and Investment Bank

U.S. Bank National Association

Banco Santander Rio S.A.
Banque Internationale a Luxembourg

For a summary of certain Argentine tax consequences, see
“Taxation”.

You should carefully consider all of the information in this
offering memorandum. See “Risk Factors” in this offering
memorandum for a description of the certain significant risks in
connection with an investment in the Notes.
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SUMMARY FINANCIAL DATA

The following tables present our summary financial information as of and for the periods indicated.
Financial information as of and for the years ended December 31, 2016 and 2015 is derived from and should
be read together with our Audited Annual Financial Statements included in this offering memorandum. We
have not prepared any financial statement for any period or as of any date after December 31, 2016. However,
we have included in this offering memorandum certain limited financial information for the nine months ended
September 30, 2017 and 2016 but our independent auditors, Bértora, have not performed a limited review for
such periods. Such limited financial information was prepared based upon a number of assumptions, estimates
and business decisions that are inherently subject to significant business and economic conditions and
contingencies, many of which are beyond our control. This limited financial information is not meant to be a
comprehensive statement of our unaudited financial results for these periods and our actual results may differ
from these estimates. The results of operations disclosed below for the nine-month period ended September 30,
2017 are not necessarily indicative of the results to be expected for the full year ending December 31, 2017.

Our financial statements and other financial information included in this offering memorandum, unless
otherwise specified, are stated in Argentine pesos. The U.S. dollar amounts set forth below are conversions
from the peso amounts, included solely for the convenience of the reader. These conversions should not be
construed as representations that the peso amounts actually represent such U.S. dollar amounts or could be
converted into U.S. dollars at the rate indicated or at any other rate. See “Exchange Rates and Exchange
Controls” for information regarding the rates of exchange between the peso and the U.S. dollar.

We prepare our financial statements pursuant to Argentine GAAP issued by the FACPCE and approved
by CPCECABA. For additional information regarding financial information presented in this offering
memorandum, see “Presentation of Financial and Other Information.”

AySA'’s Selected Financial Data

As of and For Years ended December 31,

2016 2016 2015
(in millions of
U.S.$)® (in millions of Ps.)

Statement of Income:

Income from services 497.4 7,903.5 2,816.6
Operating expenses (318.5) (5,061.4) (3,361.1)
Marketing expenses (71.1) (1,130.2) (739.2)
Administrative expenses (296.8) (4,716.4) (3,024.4)
Other operating income (45.8) (727.1) (419.5)
Other Income (Expenses), net (1.5) (23.5) 11.7
Financial and holding results:

From Assets 40.1 637.2 60.5
From Liabilities (97.0) (1,541.5) (1,688.2)
Income before the Application of transfers from the National (293.2) (4,659.4) (6,343.7)

State

Application of transfers from the National State 320.5 5,092.2 3,000.0
Net income for the year 27.2 432.8 (3.343.7)
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Balance sheet:

ASSETS
CURRENT ASSETS
Cash and banks 63.8 1,013.7 107.4
Investments 88.8 14116 25
Receivables from services 76.4 1,213.5 332.7
Other receivables 550 8743 1,4943
Tax credits 8.9 141.5 348.9
Other assets 229 363.6 283.7
Total current assets 315.8 5,018.3 2.569.5
NON-CURRENT ASSETS
Receivables from services 10.7 169.5 119.1
Other receivables 36.5 580.5 444.9
Tax credits 188.4 2,993.9 2,432.3
Fixed assets 1,903.8 30,251.6 22,721.4
Intangible assets 133 210.7 180.8
Total non-current assets 2.152.7 34,206.2 25,898.6
TOTAL ASSETS 2.468.5 39.,224.5 28.468.0
LIABILITIES
CURRENT LIABILITIES
Payables 204.7 3,251.9 3,733.7
Borrowings 73.3 1,165.1 1,202.2
Salaries and social security contributions 65.7 1,044.0 953.9
Tax liabilities 11.7 185.3 255.2
Other liabilities 9.7 154.2 26.6
Provisions 03 4.0 4.1
Total Current Liabilities 365.3 5.804.5 6.175.6
NON-CURRENT LIABILITIES
Tax liabilities 0.5 8.5 43
Borrowings 153.4 2,436.8 2,499.1
Other liabilities 253 402.6 261.0
Other debts 2.1 33.8 342
Provisions 55.7 884.7 630.2
Total non-current liabilities 237.0 3.766.3 3.428.7
TOTAL LIABILITIES 602.3 9.570.8 9.604.4
SHAREHOLDERS’ EQUITY (as per respective statement)
Total Shareholders’ Equity 1.866.2 29.653.7 18.863.7
TOTAL LIABILITIES AND SHAREHOLDERS’ 2.468.5 39.224.5 28.468.0
EQUITY

Notes:-

(1) The figures expressed in U.S.$ as of and for the year ended December 31, 2016 have been calculated using the

exchange rate of Ps.15.89/U.S.$1.00, which was the exchange rate published by Banco Nacién for currency transfers on December
31, 2016.
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2) Only includes current transfers and not capital transfers in the amount of Ps.10,844.8 million which are reflected in
our shareholders’ equity for the year 2016.

Statement of cash flow

Years ended on December 31,

2016 2015
(in millions of U.S.$) (in millions of Ps.)
Cash at the beginning of year (V) 6.9 109.9 970.0
Cash at year-end (V) 152.6 2,425.3 109.9
Net cash-flow used in operating activities (338.6) (5,380.0) (4,978.8)
Net cash-flow used in investment activities (512.4) (8,142.3) (5,596.1)
Net cash-flow generated by financing activities 996.7 15,837.7 9,714.8
Net cash increase (decrease) 145.7 2,315.4 (860.1)

Note:-
(1) Includes cash and banks plus temporary investments.

Recent results (unaudited)
Income from Services

The following table presents a breakdown of our income from services for the nine-month periods ended
September 30, 2017 and 2016:

For the nine-month period ended September 30,

2017 2017 2016 % Change
(in millions of U.S.$) (in millions of Ps.)

Non-metered service 263.6 4,563.7 2,945.7 54.9
Metered service 194.3 3,363.8 2,116.4 58.9
Debit/credit notes (1.3) (22.7) (8.2) 176.8
Total General Accrued Sales 456.7 7,904.7 5,053.9 56.4
Special Services and Other Sales 8.2 141.3 86.3 63.7
Other charges 87.0 1,505.7 1,024.5 47.0
Accrued Sales 551.8 9,551.7 6,164.6 54.9
Effect Undersecretary of Water (48.5) (840.4) (856.2) 1.8
Resources Disposition No.
44/2011, as amended
Total 503.3 8,711.3 5,308.4 64.1
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Federal Government Transfers
The following table shows a breakdown of transfers accrued from the Federal Government for the nine-
month periods ended September 30, 2017 and September 30, 2016:
Transfers from the Federal Government

(in millions of Ps.)

Nine-month period ended September (in millions of Capital Current Total
U.S.9) Transfers Transfers
20170 532.7 9,221.1 - 9,221.1
2016 727.8 6,600.0 4,541.9 11,141.9
Note:-

(1) The figures expressed in U.S. dollar for the nine months ended September 30, 2017 have been calculated using the exchange
rate of Ps.17.31/U.S.$1.00 which was the exchange rate published by Banco Nacion for currency transfers on September 30, 2017.

(2) The figures expressed in U.S. dollar for the nine months ended September 30, 2016 have been calculated using the exchange
rate of Ps.15.31/U.S.$1.00 which was the exchange rate published by Banco Nacién for currency transfers on September 30,
2016.

Salaries

The following table sets out a breakdown of our salaries and social contributions for the nine-month
periods ended September 30, 2017 and September 30, 2016:

Nine-month period ended September (in millions of U.S.$) (in millions of Ps.)

2017, 321.9 5,572.3

2016, 252.7 3,869.1
Note:-

(1) The figures expressed in U.S. dollar for the nine months ended September 30, 2017 have been calculated using the exchange
rate of Ps.17.31/U.S.$1.00 which was the exchange rate published by Banco Nacion for currency transfers on September 30, 2017.
(2) The figures expressed in U.S. dollar for the nine months ended September 30, 2016 have been calculated using the exchange
rate of Ps.15.31/U.S.$1.00 which was the exchange rate published by Banco Nacion for currency transfers on September 30,

2016.
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RISK FACTORS

An investment in the Notes involves a high degree of risk. Prospective investors should carefully consider
the risks described below before making an investment decision. Our business, financial condition and results
of operations, including our ability to repay the Notes, could be materially and adversely affected by any of
these risks. In particular, our operations and earnings are subject to risks as a result of changes in competitive,
economic, political, legal, regulatory, social, industrial, business and financial conditions. The trading price
of the Notes could decline due to any of these risks, and investors may lose all or part of their investment. The
risks described below are those known to us and that we currently believe may materially affect us. Additional
risks not presently known to us or that we currently consider immaterial may also impair our business.

This offering memorandum also contains forward-looking statements that involve risks and uncertainties.
See “Forward-Looking Statements.” Our actual results could differ materially and adversely from those
anticipated in these forward-looking statements as a result of certain factors, including the risks described
below and elsewhere in this offering memorandum.

Risks Relating to Argentina

The Federal Government has intervened in water and public utility sector and other sectors relating to the
provision of essential services in the past, and is likely to continue intervening.

The Federal Government, has in the past heavily intervened in the water and sewage services industry
as well as in other essential services. Prior to 1993, the provision of drinking water and sewage services, as
virtually all public services in Argentina, was in charge of a Government-owned company. In 1993, these
services were privatized and, after calling an international public bid, a 30 years concession was granted to a
consortium of companies operating under a company named Aguas Argentinas S.A., beginning operations on
May 1993. On March 21, 2006, through Decree No. 303/06, the Argentine Executive decided to revoke the
concession granted to Aguas Argentinas. In order to revoke the concession. the Federal Government alleged
that Aguas Argentinas had breached the concession agreement by not fulfilling the technical requirements
imposed by the concession agreement. Further, Decree No. 303/06 established that access to drinking water is
to be considered a basic human right. After a short period during which the Federal Government itself managed
the concession, and for the purposes of the continuity of the services, the Federal Government created our
company.

We provide no assurance that the Federal Government will not adopt other measures in the future, to
increase its direct intervention in those sectors which provide essential services, as ours, such as
expropriations, nationalizations, enforced renegotiations or modifications to existing contracts, new tax rules,
supporting modifications to laws, rules and policies that affect the economy. If such or similar measures are
adopted by the Federal Government, they may have a material adverse effect on the economy of Argentina
and, in turn, on our results of operations, financial condition, and ability to repay the Notes.

We are highly dependent on macroeconomic conditions in Argentina.

Our business and financial results depend to a significant degree on macroeconomic, political, regulatory
and social conditions in Argentina. We are a corporation organized under the laws of Argentina and all of our
operations, assets and revenues are located in or derived from Argentina. The Argentine economy has
experienced significant volatility in recent decades, characterized by periods of low or negative growth, high
levels of inflation and currency devaluation, and may experience further volatility in the future. In the past,
instability in Argentina and in other Latin American and developing countries has been caused by many
different factors, including the following:

e fiscal deficits;
e adverse external economic shocks;
e  dependence on external financing;

e inconsistent fiscal and monetary policies;
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e  high and fluctuating levels of inflation;
e  changes in currency values;

e  high interest rates;

e  price controls;

e  wage increases;

e  changes in governmental economic or tax policies;
e  volatility in foreign exchange rates;

e  fluctuations in Central Bank reserves;
e trade barriers;

e  statutory and regulatory changes;

e  exchange rate and capital controls; and

e  political and social tensions.

During 2001 and 2002, Argentina experienced a period of severe political, economic and social crisis,
which caused a significant economic contraction and led to radical changes in government policies. Among
other consequences, the crisis resulted in Argentina defaulting on its sovereign foreign debt obligations, a
significant devaluation of the peso and ensuing inflation, and the introduction of emergency measures that
have affected many sectors of the economy, and the public services sector in particular. These emergency
measures and other economic policies have included, among others, foreign exchange and capital controls,
export duties and restrictions, price controls, and government intervention in the private sector and
nationalizations. As a result of the crisis and the government’s response, many private sector debtors with
foreign currency exposure defaulted on their outstanding debt.

Although Argentina has largely recovered from the 2001-2002 crisis, the pace of growth of Argentina’s
economy diminished, suggesting uncertainty as to whether the growth experienced between 2003 and 2011
was sustainable, and the economy suffered a sustained erosion of capital investment. Economic growth was
initially fueled by a significant devaluation of the peso, the availability of excess production capacity resulting
from a long period of deep recession and high commodity prices. During 2008 and 2009, however, the
Argentine economy suffered a slowdown attributed to local and external factors, including the effects of the
global economic crisis and an extended drought affecting agricultural activities. Economic conditions in
Argentina from 2012 to 2015 included a tightening of foreign exchange controls (beginning in the second half
of2011), increased inflation, a rising fiscal deficit and limitations on Argentina’s ability to service its sovereign
debt in accordance with its terms due to its litigation with holdout creditors, which was settled in 2016. In
addition, there is an increasing need for capital investment in sectors. A decline in international demand for
Argentine products, the loss of competitiveness of the Argentine peso vis a vis other currencies, a decline in
confidence among consumers and foreign and domestic investors, a higher rate of inflation and future political
uncertainties, among other factors, may affect the development of the Argentine economy. More recently the
economy has shown signs of a slowdown, primarily due to the decline in global commodity prices and adverse
conditions in Brazil, a principal trading partner.

Volatility in the Argentine economy and measures taken by the Federal Government have had and are
expected to continue to have a significant impact on us. As in the recent past, Argentina’s economy may be
adversely affected if political and social pressures inhibit the implementation by the present Federal
Government of policies designed to control inflation, generate growth and enhance consumer and investor
confidence, or if policies implemented by the Federal Government that are designed to achieve these goals are
not successful. We cannot provide any assurance that future economic, social and political developments in
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Argentina, over which we have no control, will not impair our business, financial condition and results of
operations.

Political developments in Argentina could adversely affect the Argentine economy.

Presidential and congressional elections in Argentina took place on October 25, 2015 and a runoff
election (ballotage) between the two leading presidential candidates was held on November 22, 2015, which
resulted in Mr. Mauricio Macri being elected President of Argentina. The Macri administration assumed office
on December 10, 2015.

Since assuming office, the Macri administration has announced and implemented several significant
economic and policy reforms, including:

INDEC reforms. On January 2016, based on its determination that the national statistics office (the
“INDEC”) had failed to produce reliable statistical information, the Macri administration declared
the national statistical system and the INDEC in a state of administrative emergency. As a result,
INDEC stopped publishing statistical information up and until the conclusion of the restructuring of
its technical and administrative structure. INDEC is implementing certain methodological reforms
and adjusting certain macroeconomic statistics on the basis of these reforms which enabled a
readjustment of Argentine duties towards the International Monetary Fund (the “IMF”). In June
2016, INDEC re-published certain details dating back to the years 2004 to 2015 after they were
revised. Such re-publication included variations in the Consumer Price Index. On June 29, 2016,
INDEC also published revised gross domestic product (the “GDP”) data for the years 2004 through
2015. On November 2, 2016, the IMF’s Executive Board lifted the censure that had been imposed
on Argentina. Starting on September 22, 2016, INDEC began to publish the monthly values of the
Basic Food Basket (“CBA”) and the Total Basic Basket (“CBT”) based on details generated as from
April. See “—Continuing high inflation may have a negative effect on our financial performance.”
On August 22, 2017 INDEC reported that in July 2017, the monthly variation in CBA compared to
the month of June had been 1.44 % whilst the variation in CBT had been 1.44%. On November 9,
2016, the Executive Board of the International Monetary Fund lifted the censure on the Argentine
Republic on the understanding that the country had re-assumed its duties in terms of the consistent
release of statistical information under agreements entered into with the IMF. In spite of such
reforms, uncertainties subsist as to the effects that the revised details could have on the Argentine
economy and its public accounts. Additionally, and in spite of the most recent reforms, uncertainties
exist as to whether official information and the measurement procedures adequately reflect inflation
in Argentina and the effect that these reforms will have on the Argentine economy. See “—Risks
Relating to Argentina—The credibility of several Argentine economic indexes has been called into
question, which may lead to a lack of confidence in the Argentine economy and may in turn limit
our ability to access the credit and capital markets.”

Agreement with holdout creditors. The Macri administration has settled the substantial majority of
outstanding claims brought by holdout creditors and has issued sovereign bonds in the international
financial markets. As of December 31, 2016, the outstanding debt with holdout creditors was
approximately U.S.$1.51 billion See “—Risks Relating to Argentina—Availability of funding
alternatives from international markets could hamper the implementation of reforms and public
policies to promote economic growth, which could adversely affect the Argentine economy and our
business.”

Foreign exchange reforms. The Macri administration eliminated substantially all of the foreign
exchange restrictions, including certain currency controls that were imposed by the previous
administration; these reforms are expected to provide greater flexibility and easier access to the
MULC. See “Exchange Rates and Exchange Controls.”

Foreign trade reforms. The Macri administration has eliminated or reduced export duties on several
agricultural products, eliminated export duties on most industrial and mining exports and reduced
import duties on electronics such as laptop computers.
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Fiscal policy. The Macri administration took steps to anchor the fiscal policy looking to reduce the
primary fiscal deficit through a series of tax and other measures, and has announced its intention to
reduce the primary deficit in 2017, in part by eliminating public services subsidies currently in place.
The fiscal primary deficit recorded as of December 2016 was 4.6%, smaller than the 5.9% posted
as of December 2015. The goal pursued by the Federal Government is to balance the primary budget
for 2019.

Correction of monetary imbalances. The Macri administration has adopted an inflation targeting
regime in parallel with the floating exchange rate regime and set inflation targets for the next four
years. The Central Bank has increased stabilization efforts to reduce excess monetary imbalances
and raised peso interest rates to offset inflationary pressure. In addition, since January 2017, the
Central Bank no longer uses the 35-day Lebac interest rate as its main policy instrument, but,
instead, uses the seven-day interbank lending rate as a reference rate, which the Central Bank is to
determine weekly. However, inflation for the years 2016 and up to this date in 2017 continues to be
high. See “—Continuing high inflation may have a negative effect on our financial performance.”

Tax Amnesty Law. In July 2016, the Régimen de Sinceramiento Fiscal (the “Tax Amnesty Law”)
was introduced to promote the voluntary declaration of assets by Argentine residents. The Tax
Amnesty Law allowed Argentine tax residents holding undeclared funds or assets located in
Argentina or abroad to (i) declare such property until April 27, 2017 (as extended by General
Resolution 4016-E) without facing prosecution for tax evasion or being required to pay outstanding
tax liabilities on the assets, provided they can provide evidence that the assets were held by certain
specified cut-off dates, and (ii) keep the declared property outside Argentina and not repatriate such
property to Argentina. In the case of cash that was not deposited in bank accounts by the specified
cut-off dates, such amounts had to be disclosed by October 31, 2016 and deposited by November
21, 2016 in special accounts opened at Argentine financial entities. Assets totaling approximately,
U.S.$116.8 billion were declared pursuant to which the Government raised Ps.146.8 billion in the
special tax established by such law.

Reduction of Subsidies. The Macri administration has implemented and seeks to enhance a subsidy
elimination program. In particular, such program covers the reduction of subsidies to electricity,
transportation, water and sewage services through the replacement of subsidies from the Federal
Government with tariffs based on real costs. However, some of these measures have received
opposition and litigation has arisen in connection therewith.

Retiree Program. On June 29, 2016, the Federal Congress passed Law No. 27,260 establishing the
“Historical Reparations Program for Retirees and Pensioners” (the “Retiree Program”). The main
terms of this program include (i) payments to more than two million retirees and the retroactive
compensation of more than 300,000 retirees, and (ii) the creation of a universal pension system for
the elderly, which guarantees an income for all individuals over 65 years of age who are otherwise
ineligible for retirement. The Retiree Program will be funded with (i) funds from a tax amnesty
program aimed at promoting the voluntary declaration of assets by Argentine residents; (ii) funds
from the Fondo de Garantia de Sustentabilidad of the Social Security Federal Administration
(Administracion Nacional de la Seguridad Social) (the “ANSES”); and (iii) with the proceeds
obtained from the liquidation of assets of ANSES, if funds obtained from (i) and (ii) are not
sufficient. The Retiree Program for retirees and pensioners will afford retroactive compensation to
retirees in an aggregate amount of more than Ps.47.0 billion. In April, 2017, the Ministry of Finance
and the Argentine Revenue Service Agency (the “Administracion Federal de Ingresos Publicos™ or
“AFIP”) announced that approximately U.S.$116 billion in cash holdings, real estate and securities
had been declared. In addition, in June 2016, the Federal Congress enacted Law No. 27,253, which
established a regime that permits rebates of the value added tax (the “VAT”) paid on the purchase
of certain staples by retired taxpayers who receive minimum pensions as well as by the beneficiaries
of social programs.

31



Income Tax. In December 2016, the Federal Congress approved an increase in the income tax
minimum income threshold by approximately 23%, from Ps.25,000 to Ps.30,670 for married
workers with at least two children and from Ps.18,880 to Ps.23,185 for single workers. The
minimum income threshold for the income tax calculations will be subject to automatic adjustments
going forward, by reference to increases in the average wages paid to public sector employees. The
Federal Congress also passed modifications to the income tax brackets to take the impact of inflation
in recent years into account.

Domestic Capital Markets. In December 2012 and August 2013, the Argentine Congress established
new regulations relating to domestic capital markets. Such regulations generally provide for
increased intervention in the capital markets by the Federal Government, authorizing, for example,
the CNV, to appoint observers with the ability to veto the decisions of the board of directors of
companies admitted to the public offering regime under certain circumstances and suspend the board
of directors for a period of up to 180 days. In November, 2017, the Argentine Executive Branch sent
a bill to the Argentine Congress to reform the current Capital Markets Law No. 26,831 which,
among other changes, proposes the abrogation of such power granted to the CNV and generally
seeks to modernize the entire regulatory framework applicable to the Argentine capital markets,
incorporating current international practices to contribute to its development. The House of
Representatives has approved the bill; however, the Senate has not yet approved it; and thus, as of
the date of this offering memorandum, such bill has not yet been passed.

Corporate Criminal Liability Law (Ley de Responsabilidad Penal Empresaria). On November 8,
2017, the Argentine Congress passed Law No. 27,401 which provides for the criminal liability of
corporate entities when the following crimes are committed, directly or indirectly, with their
intervention or on their behalf, interest or benefit: (a) local or international bribery and influence
peddling, (b) negotiations that are incompatible with public office, (c) illegal payments made to
public officials under the appearance of taxes or fees owed to the relevant government agency
(concusion), (d) illegal enrichment of public officers and employees, and (e) producing knowingly
false balance sheets and reports to cover up local or international bribery or influence peddling.
Companies found liable for committing such crimes may be subject to various sanctions, including,
among others, fines ranging from two to five times the “undue” benefit that was obtained or that
could have been obtained through the actions incurred in breach of this regulation. Additionally,
Companies found liable may forfeit assets obtained through the illegal actions. The law will become
effective 90 days after its promulgation by the President of Argentina and published in the Argentine
Official Gazette which occurred on December 1, 2017.

Amendment to Labor Risks Law. On February 15, 2017, the Argentine congress passed Law 27,348,
which amends and complements Labor Risks Law No. 24,557, or the Labor Risks Law, and aims to
reduce litigation arising from accidents at work. Under the new regime, prior to filing a lawsuit
resulting from work-related accidents, affected workers must go through jurisdictional medical
commissions, in order to assess the impact of any accident and to assign benefits provided for under
the Labor Risks Law.

Draft Bill for Productive Financing. On November 13, 2017, the Macri Administration submitted
to the Argentine congress a draft bill that aims to develop Argentina’s capital markets. The draft bill
amends and updates the Argentine Capital Markets Law, the Mutual Funds Law and the Argentine
Negotiable Obligations Law, among others. Furthermore, the bill amends certain tax provisions,
regulates relating to derivatives and promotes a financial inclusion program. On November 22,
2017, the draft bill was passed by the lower chamber of the Argentine congress and it has been sent
to the Argentine senate. Though the draft bill has not yet been approved, it remains a top priority on
the agenda of the Macri administration.

Social Security Reform Law. On December 28, 2017, Argentine Law No. 27,426 was promulgated.
The law provides for modifications to the method of calculation of increases of social security
benefits. In most cases, minimum benefits will equal 82% of the minimum wage. The law also grants
employees the option to maintain their employment status until the age of 70, though employees
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may choose to retire earlier. Male employees may retire at 65 and female employees may retire at
60.

e Labor Reform Draft Bill. The Macri administration recently announced a draft bill to reform labor
and social security which was sent to the Argentine congress for debate on November 21, 2017. On
November 29, 2017, the draft bill was passed by the Argentine senate, and sent to the Argentine
congress the same day. The draft bill aims to improve competitiveness and efficiency of various
sectors, increase employment, attract investment and reduce labor costs.

e Tax Regime. On December 27, 2017, a draft bill proposing a series of tax and social security reforms
was approved by the Argentine congress by means of Law No. 27,430. The law provides for a series
of tax and social security reforms intended to eliminate certain existing complexities and
inefficiencies of the Argentine tax regime, reduce tax evasion, increase the coverage of income tax
as applied to individuals and encourage investment while sustaining the Macri administration’s
medium- and long-term efforts aimed at restoring fiscal balance. The reforms are part of the agenda
of the Macri administration to increase the competitiveness of the Argentine economy (including
the reduction of the fiscal deficit) as well as employment and diminish poverty on a sustainable
basis.

o Fiscal Agreement among the Federal Government and the Provinces. On November 16, 2017, the
governors of 23 out of Argentina’s 24 provinces agreedto drop legal claims estimated at
approximately Ps.740 billion (approximately U.S.$42 billion) over their share of federal taxes in
exchange for the proceeds of a 10-year, Ps.80 billion (approximately U.S.$4.6 billion) bond issued
by the Federal Government. They also agreed to reduce local turnover taxes by 1.5% of GDP over
the next five years while limiting spending. The provinces agreed to a new method for pension
increases based on inflation rather than the current formula that takes into account private sector
wage growth and social security contribution increases. They also agreed to eliminate certain public-
sector benefits in pensions. The Macri administration has stated that this agreement is a further effort
to cut the primary budget gap of the Federal Government by 1% in 2018.

e Decree of de-bureaucratization and simplification. On January 10, 2018, the Macri administration
issued Emergency Decree No. 27/2018 aimed at simplifying, expediting and promoting efficiency
in the procedures within administrative entities and agencies, in order to avoid unnecessary
bureaucracy and expenses.

As of the date of this offering memorandum, there is no predicting on the impact that these measures, as
well as any other measure that the Federal Government may adopt in the future, may have on the Argentine
economy in general and the public services sector in particular. In addition, there is also the possibility that
the measures adopted by the Federal Government might impact the economy without yielding any benefit for
our business. Further, such measures could even be harmful to our business. It is also important to note that
there are uncertainties as to what other measures announced during the presidential campaign by Argentina’s
new President will be implemented, and when they could be implemented, irrespective of the measures already
described herein. In particular, we are unable to predict how the new government will deal with certain political
and economic issues that were pivotal during the presidential campaign, such as how to finance public
expenditures, introduce the reforms required by the tax system or the impact that any measure associated with
these matters as implemented by the Federal Government might have on the Argentine economy in general.
Furthermore, we cannot predict which other measures the new government shall adopt in relation with the
public services sector.

Some of the measures proposed by the Macri administration may generate political and social opposition,
which may in turn prevent the new government from adopting such measures as proposed. The Macri
administration does not hold a majority of the seats in both chambers of the Argentine Congress, which will
require the Macri administration to continue to seek political support from the opposition for its economic
proposals. However, the results of the legislative elections held in October 2017 showed a considerable level
of support for the Macri administration and resulted in an increase in the number of seats held by the Macri
administration in Congress.
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The fiscal, monetary and currency adjustments undertaken by the Macri administration may subdue
growth in the short-term. For example, immediately after the foreign exchange controls were lifted on
December 16, 2015, the dismantling of the multiple exchange regime resulted in the official peso exchange
rate (available only for certain types of transactions) falling in value by 36.4%, as the peso-U.S. dollar
exchange rate reached Ps.13.4 to U.S.$1.00 on December 17, 2015.

As of the date of this offering memorandum, the impact that these measures and any future measures
taken by the Macri administration will have on the Argentine economy as a whole and each sector in particular
cannot be predicted. In particular, we have no control over the implementation, nor can predict the outcome,
of the reforms to the Regulatory Framework that governs our operations and cannot guarantee that these
reforms will be implemented or implemented in a manner that will benefit our business. The failure of these
measures to achieve their intended goals could adversely affect the Argentine economy, and public services
companies in particular as a result of the high levels of supervision and involvement by the Federal
Government, and our ability to service our debt obligations, including the Notes.

Significant fluctuations in the value of the peso could negatively affect the Argentine economy and our
financial performance.

With the tightening of exchange controls beginning in late 2011, in particular with the introduction of
measures that limited access to foreign currency by private companies and individuals (such as requiring an
authorization of tax authorities to access the foreign currency exchange market), the implied exchange rate, as
reflected in the quotations for Argentine securities that trade in foreign markets, compared to the corresponding
quotations in the local market, increased significantly over the official exchange rate. Certain foreign exchange
restrictions were lifted in December 2015 and, as a result, the substantial spread between the official exchange
rate and the implicit exchange rate derived from securities transactions has substantially decreased. See
“Exchange Rates and Exchange Controls.”

After several years of relatively moderate variations in the nominal exchange, the Argentine peso
depreciated 14.3% against the U.S. dollar in 2012, 32.4% in 2013, and 30.6% in 2014, including a loss of
22.4% in the month of January, based on official exchange rates as reported by the Argentine Central Bank.
In 2015, the peso depreciated 52.4% against the U.S. dollar primarily after the lifting of certain foreign
exchange restrictions in the month of December. Since the devaluation in December 2015, the Argentine
Central Bank has allowed the peso to float and significantly limited interventions to those needed to ensure
the orderly functioning of the foreign exchange market. In 2016, the peso depreciated 20.4% against the U.S.
dollar. During the year 2017, the devaluation of the Argentine peso has varied significantly, with an
approximate devaluation of 20.7% compared to the U.S. dollar As of January 17, 2018, the exchange rate was
Ps.18.892 to U.S.$1.00. We are unable to predict the future value of the peso against the U.S. dollar. If the
peso continues to devalue, all or some of the negative effects on the Argentine economy related to such
devaluation could reappear. In addition, this could adversely affect our financial condition and the results of
our operations as a consequence of the exposure to the financial commitments denominated in U.S. Dollars.

Conversely, a substantial increase in the value of the peso against the U.S. dollar also presents risks for
the Argentine economy. A significant real appreciation of the peso would adversely affect exports, which
could have a negative effect on GDP growth and employment, as well as reduce the Argentine public sector’s
revenues by reducing tax collection in real terms, given its current heavy reliance on taxes on exports.

All of our revenues are denominated and paid in pesos while some of our costs are denominated in U.S.
dollars. Consequently, variations in the rate of exchange between the U.S. dollar and the peso could have a
negative effect on our financial condition and results of operations.

The credibility of several Argentine economic indexes has been called into question, which may lead to a
lack of confidence in the Argentine economy and may in turn limit our ability to access the credit and
capital markets.

Since 2007, the INDEC has experienced a process of institutional and methodological reforms that have
given rise to controversy with respect to the reliability of the information that it produces including inflation,
GDP and unemployment data. As a result, the credibility of the Consumer Price Index (“CPI”), as well as
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other indexes published by the INDEC has been affected, with allegations that the inflation rate in Argentina
and the other rates calculated by INDEC could be substantially different than as indicated in official reports.

Reports published by the IMF state that their staff uses alternative measures of inflation for
macroeconomic surveillance, including data produced by private sources, which have shown inflation rates
considerably higher than those published by the INDEC since 2007. The IMF has also censured Argentina for
failing to make sufficient progress, as required under the Articles of Agreement of the IMF, in adopting
remedial measures to address the quality of official data, including inflation and GDP data.

In February 2014, the INDEC released a new inflation index, known as National Urban Consumer Price
Index ([ndice de Precios al Consumidor Nacional Urbano) that measures prices on goods across the country
and replaces the previous index that only measured inflation in the urban sprawl of the City of Buenos Aires.
Even though the new methodology brought inflation statistics closer to those estimated by private sources,
material differences between recent official inflation data and private estimates remained during 2015.

However, during December 2015 and January 2016, the new administration declared the national
statistical system and the INDEC in state of administrative emergency through December 31, 2016, and
announced that the INDEC will implement certain methodological reforms and adjust certain macroeconomic
statistics on the basis of these reforms. Accordingly, the new head of the INDEC announced the decision to
temporarily suspend the publication of official data on prices, poverty, unemployment and GDP until a full
review of the institution was completed. In the meantime, the Macri administration released an alternative CPI
index based on data from the City of Buenos Aires and the Province of San Luis. After the implementation of
certain methodological reforms and the adjustment of certain macroeconomic statistics on the basis of such
reforms, in June 2016 the INDEC resumed its CPI publications and revised GDP data for the years 2006
through 2015. Among other adjustments, in calculating GDP for 2004, the INDEC made changes to the
composition of GDP that resulted in a downward adjustment of approximately 12% for that year. In calculating
real GDP for subsequent years based on the revised 2004 GDP, the INDEC used deflators that are consistent
with its revised methodology to calculate inflation. By understating inflation in the past, the INDEC had
overstated growth in real terms. The adjustments made by the INDEC result in a determination of real GDP
growth for the period 2004-2015 of 48.6%, as opposed to a 63% growth in real terms for the same period
resulting from the information used prior to June 2016. In July and October of 2016 a team sent by the IMF,
INDEC workers and officials from the former Ministry of Treasury and Public Finance held meetings to
discuss the new inflation indexes and GDP measurements proposed by the Federal Government. After such
meeting, on November 9, 2016, the IMF board of directors lifted the sanctions they had imposed, and thus
allowing Argentina to access IMF loans. The statistical state of emergency was lifted on January 1, 2017.

On June 15, 2016 and after six months without official statistics, INDEC reinstated the publication of its
main indicators, which had been suspended by reason of the “national statistical emergency situation” decreed
in early 2016. In this respect, INDEC reported that inflation for the Autonomous City of Buenos Aires and
Greater Buenos Aires had been 4.2% in May, 2016, 3.1% in June 2016, 2% in July, 2016, 0.2% in August
2016, 1.1% in September 2016, 2.4% in October 2016, 1.6% in November 2016, 1.2% in December 2016,
1.3% in January 2017, 2.5% in February 2017, 2.4% in March 2017, 2.6% in April, 2017, 1.3% in May 2017,
1.2% in June 2017, 1.7% in July 2017, 1.4% in August 2017, 1.9% in September 2017, 1.5% in October 2017,
1.4% in November 2017 and 3.1% in December 2017.

Despite these reforms that have been approved by the IMF, there remains uncertainty as to whether
official data and measurement procedures sufficiently reflect inflation in the country, and what effect these
reforms will have on the Argentine economy.

As of the date of this offering memorandum, the impact that these measures and other future measures
taken by the Macri administration with respect to the INDEC could have on the Argentine economy and
investors’ perception of the country cannot be predicted.
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Continuing high inflation may have a negative effect on the Argentine economy and on our financial
performance.

Inflation has, in the past, materially undermined the Argentine economy and the Federal Government’s
ability to foster conditions that would permit stable growth. In recent years, Argentina has confronted
inflationary pressures, evidenced by significantly higher fuel, energy and food prices, among other factors.
According to data released by INDEC, the inflation rate reached 10.9% in 2010, 9.5% in 2011, 10.8% in 2012,
10.9% in 2013, 23.9% in 2014, 11.9% in the ten-month period ending on October 31, 2105 and 4.2% in the
period that came to an end in May 2016. In response, the prior Argentine administration implemented programs
to control inflation and monitor prices for essential goods and services, including freezing the prices of key
products and services (including water and sewage tariffs), and price support arrangements agreed between
the Federal Government and private sector companies in several industries and markets.

In November 2015, INDEC suspended the publication of the CPI. According to the most recently
published information and to the details compiled by the Province of San Luis, CPI had grown by 31.6% in
2015 and the inflation index was 6.5%, 4.2%, 2.7%, 3.0% and 3.4% in December 2015, January, February,
March and April 2016, respectively. According to published information and following the details compiled
by the Autonomous City of Buenos Aires, CPI grew by 26.9% in 2015 and by 40.3% in 2016, whilst the
inflation index was 40.3% in 2016. In June 2016, INDEC published the CPI after implementing a number of
methodological reforms and adjusting certain macroeconomic statistics on the basis of such reforms.
According to INDEC, the inflation index in Argentina was 39.2% in 2016 and 17.6% in the first nine months
of 2017.

A high inflation level would adversely affect Argentina’s competitiveness on the international front as it
would dilute the effects of a devaluation of the Argentine peso, it would have a negative impact on the level
of economic activities and employment and would undermine confidence in the Argentine banking system,
which could constrain even further the availability of local and international credit for companies. In turn, a
part of Argentina’s indebtedness is adjusted by application of the Reference Stabilization Coefficient (“CER”),
a monetary index that is closely related to inflation. Therefore, any significant increase in inflation would in
turn rise Argentina’s external indebtedness and consequently, the country’s sovereign financial obligations
which could exacerbate pressure over the Argentine economy. Widespread uncertainty plus an overall absence
of stability in terms of inflation could also entail shorter contractual terms and affect planning and decision-
making capabilities. An environment of high inflation could undermine Argentina’s competitiveness abroad
counterbalancing the effects of the Peso devaluation and it would have the same negative effects on the level
of economic activity. Should inflation levels remain this high or rise even further in the future, the Argentine
economy’s development could be affected and access to credit would shrink even further.

The Federal Government has taken some measures to keep inflation in check, such as the implementation
of a program locally known as “We look after prices” (Precios Cuidados) pursuant to which supermarkets are
compelled to carry some products at the prices determined by the Federal Government and the execution of
sectorial agreements for the enforcement of salary raises. In addition, the Federal Government has recently
enacted the so-called “Supply Law”, Law No. 26,991. The Supply Law modifies Law No. 20,680 which allows
the Federal Government to intervene certain markets whenever it considers that any player in a given market
is trying to impose prices or restrict supply in such market. Amongst other provisions, the Supply Law imposes
monetary sanctions, suspension of business activities and the seizure and confiscation of assets.

Inflation rates could escalate in the future, and there is uncertainty regarding the effects that the measures
adopted, or that may be adopted in the future, by the Federal Government to control inflation may have. If
inflation remains high or continues to rise, Argentina’s economy may be negatively impacted and our results
of operations could be materially affected.

Availability of funding alternatives from international markets could hamper the implementation of
reforms and public policies to promote economic growth, which could adversely affect the Argentine
economy and our business.

Argentina’s 2001 sovereign default and its failure to fully restructure its sovereign debt and negotiate
with the holdout creditors has limited and may continue to limit Argentina’s ability to access international
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financing. In 2005, Argentina completed the restructuring of a substantial portion of its indebtedness and
settled all of its debt with the IMF. Additionally, in June 2010, Argentina completed the restructuring of a
significant portion of the defaulted bonds that were not swapped in the 2005 restructuring. As a result of debt
exchanges in 2005 and 2010, Argentina restructured approximately 91% of its defaulted debt that was eligible
for restructuring. Holdout bondholders that declined to participate in the restructurings, however, filed lawsuits
against Argentina in several countries, including the United States. Since late 2012, rulings from courts in the
United States favorable to holdout bondholders exacerbated investors’ concerns about investing in the country.

In November 2012, the United States District Court for the Southern District of New York ratified the
injunction order issued on February 23, 2012, which held that Argentina had violated the pari passu clause
with respect to the bondholders that had not participated in the sovereign debt swaps in 2005 and 2010, and as
a consequence was required pursuant to the District Court’s ruling to pay 100% of the amounts due to the
plaintiffs together with the payment of the amounts due on the next maturity date to bondholders who had
participated in the debt swaps. In June 2014, the U.S. Supreme Court denied Argentina’s appeal for certiorari
of the Second Circuit Court of Appeals’ ruling affirming the District Court judgment. That same month, the
District Court ruled that funds should not be delivered to the holders of restructured debt in the absence of a
prior agreement with the holdout bondholders. In June 2015, the Second Circuit granted partial summary
judgment to a group of “me-too” plaintiffs in 36 separate lawsuits, finding that, consistent with the previous
ruling of such court, Argentina violated a pari passu clause in bonds issued to the “me-too” bondholders.

In February 2016, the new Argentine administration reached agreements in principle with certain holdout
bondholders to settle these claims, which were subject to the approval of the Argentine Congress and the lifting
ofthe pari passu injunctions. In March 2016, after the District Court agreed to vacate the pari passu injunctions
subject to certain conditions, the Argentine Congress ratified these settlement agreements through Law No.
27,249 and repealed the so called Lock Law No. 26,017 and the Sovereign Payment Law No. 26,984, which
prohibited Argentina to offer to holdout bondholders more favorable terms than those offered in the 2005 and
2010 debt swaps. The Federal Government has reached settlement agreements with holders of a significant
portion of the defaulted bonds and has repaid the majority of the holdouts creditors with the proceeds from a
U.S.$16.5 billion international offering of 3-year, 5-year, 10-year and 30-year bonds on April 22, 2016.
Through this offering, Argentina regained access to the international capital markets. Although the size of the
claims involved has decreased significantly, litigation initiated by bondholders that have not accepted
Argentina’s settlement offer continues in several jurisdictions.

Additionally, foreign shareholders of several Argentine companies have filed claims with the
International Centre for Settlement of Investment Disputes (the “ICSID”) alleging that the emergency
measures adopted by the Federal Government since the 2001 and 2002 crisis differ from the fair and equitable
treatment standards set forth in several bilateral investment treaties to which Argentina is a party. Many of
these claims have been ruled against Argentina.

Holdout creditors litigation, as well as ICSID and other claims against the Federal Government, have
resulted and may result in new material judgments against the Federal Government, lead to attachments of or
injunctions relating to Argentina’s assets, or could bring Argentina in default of its other obligations, and such
event may prevent Argentina from obtaining favorable terms or interest rates when accessing international
private or multilateral capital markets or from accessing international financing at all.

Claimants have also filed suits before arbitral tribunals pursuant to the rules of the United Nations
Commission on International Trade Law (UNCITRAL) and of the International Chamber of Commerce (ICC).

The termination of the injunctions issued by the U.S. courts preventing bondholders from receiving their
interest payments on the bonds issued pursuant to the 2005 and 2010 exchange offers and the related
subsequent events have paved the way for the Federal Government to regain access to the international capital
markets. Nonetheless, Argentina’s ability to obtain international or multilateral private financing or direct
foreign investment may be limited, which may in turn impair its ability to implement reforms and public
policies to foster economic growth. In addition, Argentina’s ongoing litigation with the remaining holdout
creditors as well as ICSID and other claims against the Federal Government, or any future defaults by
Argentina with its financial obligations, may prevent Argentine companies, such as us, from accessing the

37



international capital markets or make the terms of any such transactions less favorable than those provided to
companies in other countries in the region, potentially impacting our financial condition.

Government intervention in the Argentine economy could adversely affect the economy and our financial
condition and results of operations.

In the recent past, the Federal Government has directly intervened in the economy, including through the
implementation of expropriations or nationalizations and price controls.

In December 2012 and August 2013, the Argentine Congress established new regulations relating to
domestic capital markets. The new regulations generally provide for increased intervention in the capital
markets by the Federal Government, authorizing, for example, the CNV to appoint observers with the ability
to veto the decisions of the board of directors of companies admitted to the public offering regime under certain
circumstances and suspend the board of directors for a period of up to 180 days.

Although the current administration has not taken an interventionist approach, the level of intervention
in the economy by the Federal Government may continue or increase.

Despite the measures taken by the current administration, we cannot assure you that these or other
measures that may be adopted by the Federal Government in the future in response to social unrest, such as
nationalizations, intervention by the CNV, forced renegotiations or modifications of existing contracts, new
tax policies, price fixing, regulations and reforms affecting foreign trade and investments, will not have a
material adverse effect on the Argentine economy and, consequently, will not adversely affect our business,
financial condition and results of operations.

Exchange controls and restrictions on capital inflows and outflows could limit the availability of
international credit, adversely affecting the Argentine economy, and, as a result, our financial condition
and results of operations.

In 2001 and 2002, Argentina experienced a mass withdrawal of deposits from the financial system as a
result of a lack of confidence in the Federal Government’s ability to repay its debt and sustain the parity
between the peso and the U.S. dollar. This caused a liquidity crisis in the Argentine financial system, which
led the Federal Government to impose exchange controls and transfer restrictions, substantially limiting the
ability of companies to retain foreign currency or make payments abroad. After 2002, these restrictions,
including those requiring the Argentine Central Bank’s prior authorization for the transfer of funds abroad to
pay principal and interest on debt obligations, were substantially eased. In addition to the foreign exchange
restrictions applicable to outflows, however, in June 2005 the Federal Government adopted various rules and
regulations that established new restrictive controls on capital inflows into the country, including a requirement
that, for certain funds remitted into Argentina, an amount equal to 30% of the funds must be deposited into an
account with a local financial institution as a U.S. dollar deposit for a one-year period without any accrual of
interest, benefit or other use as collateral for any transaction.

Moreover, since the last quarter of 2011 and through December 17, 2015, the Federal Government
increased controls on the sale of foreign currency and the acquisition of foreign assets by local residents,
limiting the possibility of transferring funds abroad. Regulations were also issued pursuant to which certain
foreign exchange transactions were subject to prior approval by Argentine tax authorities. As a result, the
Argentine authorities significantly curtailed access to the foreign exchange market by individuals and private-
sector entities. In particular, during this period, the Central Bank exercised a de facto prior approval power for
certain foreign exchange transactions otherwise authorized to be carried out under the applicable regulations
by means of regulating the amount of foreign currency available to financial institutions to conduct such
transactions.

The number of exchange controls introduced in the past and in particular after 2011 during the prior
administration gave rise to an unofficial U.S. dollar trading market, and the peso—U.S. dollar exchange rate
in such market substantially differed from the official peso-U.S. dollar exchange rate.

Since December 2015, the Macri administration lifted most exchange control restrictions, and in August
2016, the Central Bank issued new regulations which repealed most of the restrictions for the purchase of
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foreign currency and the inflow and outflow of funds from Argentina. Additionally, in order to increase the
level of international reserves, the Central Bank has executed certain bond repurchase agreements with several
Argentine and foreign entities.

Notwithstanding the measures adopted by the Macri administration since December 2015, which lifted
virtually all exchange and capital controls and generally aim is such direction, in the future, should there be a
change in policies, the Federal Government could reestablish exchange controls or restrictions on the
movement of capital and/or take other measures in response to capital flight or a significant depreciation of
the peso, which could limit our ability to access the international capital markets. Such measures could lead
to political and social tensions and undermine the Federal Government’s public finances, as has occurred in
the past, which could adversely affect Argentina’s economy and prospects for economic growth. For more
information, see “Exchange Rates and Exchange Controls.”

The Argentine economy could be adversely affected by economic events in other markets.

Argentina’s economy is vulnerable to external shocks that could be caused by adverse developments
affecting its principal trading partners. A significant decline in the economic growth of any of Argentina’s
major trading partners (including Brazil, the European Union, China and the United States) could have a
material adverse impact on Argentina’s balance of trade and adversely affect Argentina’s economic growth.
Declining demand for Argentine exports could have a material adverse effect on Argentina’s economic growth.
In particular, the economy of Brazil, Argentina’s largest export market and its principal source of imports, is
currently experiencing heightened negative pressure due to the uncertainties stemming from ongoing political
crisis, including the impeachment of Brazil’s former president, Ms. Dilma Rousseff and accusations of alleged
corruption by the current president in office, Mr. Michel Temer. The Brazilian economy contracted by 3.8%
during 2015, and by 3.6% during 2016. A further deterioration of economic conditions in Brazil may reduce
demand for Argentine exports and create advantages for Brazilian imports, therefore negatively impacting
Argentina’s trade balance.

In addition, financial and securities markets in Argentina have been influenced by economic and market
conditions in other markets worldwide. Such was the case in 2008, when the global economic crisis led to a
sudden economic decline in Argentina in 2009, accompanied by inflationary pressures, depreciation of the
Argentine peso and a drop in consumer and investor confidence. Although economic conditions vary from
country to country, investors’ perception of the events occurring in one country may substantially affect capital
flows into other countries. International investors’ reactions to events occurring in one market sometimes
demonstrate a “contagion” effect in which an entire region or class of investment is disfavored by international
investors. Argentina could be adversely affected by negative economic or financial developments in other
countries, which in turn may have an adverse effect on our financial condition and results of operations. Lower
capital inflows and declining securities prices negatively affect the real economy of a country through higher
interest rates or currency volatility. Moreover, Argentina may also be affected by other countries that have
influence over world economic cycles.

The international economy is showing contradictory signals of global growth, leading to significant
financial uncertainty. In addition, emerging market economies have been affected by the recent change in the
U.S. monetary policy, resulting in the unwinding of investments and increased volatility in the value of their
currencies. If interest rates rise significantly in developed economies, including the United States, emerging
market economies, including Argentina, could find it more difficult and expensive to borrow capital and
refinance existing debt, which would negatively affect their economic growth. There is also global uncertainty
about the degree of economic recovery in the United States, with no substantial positive signals from other
developed countries. Moreover, the recent challenges faced by the European Union to stabilize certain of its
member economies such as that of Greece, have had and may continue to have international implications
affecting the stability of global financial markets, which has hindered economies worldwide.

In a referendum on membership of the European Union held on June 23, 2016, the United Kingdom voted
in favor of the British government taking the necessary action for the U.K. to leave the European Union
(commonly known as “Brexit”), and the British government has triggered the formal process to leave the
European Union on March 29, 2017. That process is expected to conclude by mid-2019. The U.K.’s decision
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to leave the European Union has caused, and is anticipated to continue to cause, uncertainties and instability
in the financial markets, which may affect us and the trading price of the Notes. These uncertainties could
have a material adverse effect on our business, financial condition, results of operations and prospects.

On November 8, 2016, Donald J. Trump was elected as the president of the United States and he assumed
office on January 20, 2017. Since President Trump’s assumption of power, the United States appears to have
shifted with a tendency towards greater restrictions on free trade generally and immigration. Changes in social,
political, regulatory and economic conditions in the United States or in laws and policies governing foreign
trade could create uncertainty in the international markets and could have a negative impact on emerging
market economies, including the Argentine economy, which in turn could have a negative impact on our
operations.

On October 27,2017, Catalonia’s regional government declared its independence from Spain. In response
to this declaration, Spain’s national government announced that it rejected such declaration and intervened the
regional government dissolving parliament and called for elections to elect new authorities. Such disturbances
in the European Union in general and in Spain in particular could have political, regulatory and economic
implications in international markets which could have negative repercussions in Argentina and therefore,
adversely affect our operations.

Government measures, as well as pressure from labor unions, could require salary increases or added
worker benefits, all of which could increase companies’ operating costs.

Labor relations in Argentina are governed by specific legislation, such as Labor Law No. 20,744 and
Collective Bargaining Law No. 14,250, which, among other things, dictate how salary and other labor
negotiations are to be conducted. Most industrial or commercial activities are regulated by a specific collective
bargaining agreement that groups together companies according to industry sectors and by trade unions.
Argentine employers, both in the public and private sectors, have experienced significant pressure from their
employees and labor organizations to significantly increase wages and to provide additional employee
benefits. Due to the high levels of inflation, employees and labor organizations are demanding significant
wage increases. In the past, the Federal Government has passed laws, regulations and decrees requiring
companies in the private sector to maintain minimum wage levels and provide specified benefits to employees.

In the future, the Federal Government could take new measures requiring salary increases or additional
benefits for workers, and the labor force and labor unions may apply pressure for such measures. As of the
date of this offering memorandum, the Federal Government has announced a series of measures to be taken in
order to increase employment in Argentina, which will be negotiated with labor representatives and business
organizations. Any such increase in wage or worker benefit could result in added costs and reduced results of
operations for Argentine companies, including us.

A continued decline in the global prices for Argentina’s main commodity exports could have an adverse
effect on Argentina’s economic growth.

High commodity prices have contributed significantly to the increase in Argentine exports since 2002 as
well as in governmental revenues from export taxes. However, this reliance on the export of certain
commodities, such as soy, has made the Argentine economy more vulnerable to fluctuations in their prices.
Since the beginning of 2015, international commodity prices for Argentina’s primary commodity exports have
tended to decline, which has had an adverse effect on Argentina’s economic growth. If international
commodity prices continue to decline, the Argentine economy could be adversely affected. In addition, adverse
weather conditions can affect the production of commodities by the agricultural sector, which account for a
significant portion of Argentina’s export revenues.

These circumstances would have a negative impact on the levels of government revenues, available
foreign exchange and the Federal Government’s ability to service its sovereign debt, and could either generate
recessionary or inflationary pressures, depending on the government’s reaction. Either of these results would
adversely impact Argentina’s economy growth and, therefore, our financial condition and results of operations.
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High public expenditure could result in long-lasting adverse consequences for the Argentine economy.

In recent years, the Federal Government has substantially increased public expenditures. In 2015 and
2016, respectively, public sector expenditures increased by 38.1% and 38.2% respectively year over year and
the Federal Government reported a primary fiscal deficit of 5.4% and 4.6% of GDP, respectively according to
the former Ministry of Economy and Public Finance. During the past administration, the Federal Government
has resorted to the Central Bank and to the ANSES to source part of its funding requirements. The Macri
administration, in contrast, has resorted to debt financings to source funding requirements. Moreover, the
primary fiscal balance could be negatively affected in the future if public expenditures continue to increase at
a rate higher than revenues due to, for example, social security benefits, debt servicing, financial assistance to
provinces with financial problems and increased spending on public works and subsidies, including subsidies
to the energy and transportation sectors. A further deterioration in fiscal accounts could negatively affect the
Federal Government’s ability to access the long-term financial markets and could in turn result in more limited
access to such markets by Argentine companies such as ourselves.

The actions taken by the prior Argentine administration to reduce imports may adversely affect our ability
to access capital goods that are necessary for our operations.

In 2012, the Federal Government adopted an import procedure pursuant to which local authorities must
pre-approve any import of products and services to Argentina as a precondition to allowing importers access
to the foreign exchange market for the payment of such imported products and services. In the same year, the
European Union, the United States and Japan filed claims with the World Trade Organization (the “WTO”)
against certain import-related requirements maintained by Argentina. Recently, the WTO found that those
measures are not consistent with Argentina’s obligations under the WTO and requested their removal. On
December 22, 2015, through Resolution No. 3,823, the AFIP removed the import authorization system in place
since 2012 denominated affidavit advance import (declaraciones juradas anticipadas de importacion or
“DJATI”) and replaced it with the new comprehensive import monitoring system (sistema integral de monitoreo
de importaciones or “SIMI”). Among other changes, local authorities must now respond to any request for
approval within a 10-day period from the date on which the request is filed.

We cannot assure you that the Federal Government will not modify current import regulations, and we
cannot predict the impact that any such changes may have on our results of operations and financial condition.

Laws have been recently enacted and legislative bills have been recently drawn up which may significantly
affect us.

- Alegislative bill has been drawn aiming at taxing financial income.

As of the date of this offering memorandum, Argentina’s Executive Branch had sent to the Argentine
Congress a legislative bill to reform the country’s tax system seeking to levy a tax on the financial income
earned by individuals, undivided estates and foreign beneficiaries to the extent that such income is not placed
in the framework of a public offering in markets authorized by the CNV.

Further, if passed, this legislative bill would apply a stepwise 10% reduction in the tax rate levied on
taxpayers who are Argentine companies in order to bring the rate closer to the average tax rate that is levied
on corporate gains at a global level. In this respect, “taxpayers who are Argentine companies” would be paying
for the fiscal year beginning in year 2019 and up to 2021 taxes at a tax rate of 30% and, for the fiscal year
beginning in 2022, they would pay taxes at a tax rate of 25%. All of the above is subject to the condition that
such “taxpayers who are Argentine companies” do not distribute dividends and instead re-invest their earnings.

The reform legislative bill provides that all dividend distributions would be taxed at a 7% tax rate as from
the three first fiscal periods beginning in 2019 and at a 13% tax rate thereafter.

With respect to the tax treatment to be applied to corporate bonds (locally known as negotiable
obligations), as of the date of this offering memorandum and pursuant to Section 36 bis of Law No. 23,576,
income/loss from purchases and sales, exchanges, barters, conversions and disposals of corporate bonds are
exempt from income tax except in the case of “taxpayers who are Argentine companies” who must pay income
tax on their aggregate income at 35% as per Decree 1076/92.
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The proposed reform also contemplates changes in the Tax on Bank Debits and Credits and admits the
possibility of computing 100% of the amounts paid as Tax on Bank Debits and Credits as an advanced payment
of a part of Income Tax.

Although this reform legislative bill has not yet been addressed by the Argentine Congress, an increase
in AySA’s tax burden could have a negative impact on our operations and detract from our ability to pay the
Notes.

- Congress passed a new law concerning the criminal liability of legal entities and compliance
protocols for cases of corruption.

Argentina’s Congress passed a law on November 8, 2017 whereby legal entities can now be held
criminally liable and compliance protocols are prescribed for certain cases of corruption. This law shall come
into force 90 days after it is signed off by the President and published in the Official Gazette. Although the
President is empowered to veto the law, it is unlikely that he will do as much considering that the current
administration was this law’s strongest supporter.

Amongst other matters, this law re-defines the outlook of legal entities’ criminal liability: until now,
corporate criminal liability could be attributed to legal entities only in a small number of instances, including,
for example, some cases of tax evasion and smuggling. Given the strong impact that this law might have and
international trends in anti-corruption initiatives, there is uncertainty as to its enforcement and the impact that
such enforcement could have on companies, including AySA.

- Preliminary Legislative Bill for a Labor Law Reform: Formalization of non-registered workers.

On October 31, 2017, the Ministry of Labor released a Preliminary Legislative Bill (the “Draft Bill”) for
purposes of discussion with the various trade unions and management chambers. As of the date of this offering
memorandum, the Draft Bill has not yet been formally accepted by Congress for debate.

Amongst its ten titles, the Draft Bill includes the formalization of non-registered workers, an initiative
against evasion of social security payment obligations and workers’ registration.

In particular, in the case of the formalization of non-registered workers, the Draft Bill provides for an
amnesty to record unregistered employment and amending records in connection with salaries actually
received by workers and/or actual dates of commencement of the labor relationship, except for domestic
workers. Further, the Draft Bill establishes different benefits for workers.

Risks Relating to the Company

We receive transfers from the Federal Government to fund a substantial part of operations and expenses.
If the Federal Government ceased to provide such transfers, our operational capacity, financial condition
and the results of operations would be adversely affected.

We have two main sources of cash inflows, transfers from the Federal Government and revenue derived
from tariffs, both of which are dependent on the Federal Government. Transfers from the Federal Government
fund a substantial part of our operations and expenses. In the fiscal years ended on December 31, 2015 and
2016 we received from the Federal Government a total of Ps.8,808.1 million, and Ps.15,937 million,
respectively, which represented 75.8% and 66.8% of our revenue, respectively. If the Federal Government
ceased to provide such transfers, or decided to significantly reduce them, our operational capacity, financial
condition and the results of operations would be adversely affected.

Our second source of cash inflows consists of revenues from the collection of bills paid by our clients.
Such payments depend on the tariffs we charge, which are ultimately set by the Federal Government. The
tariffs set for water and sewage services have historically not been fully cost-reflective (including the costs of
capital expenditures) and thus have not allowed for building of cash reserves to fully support the committed
capital expansion program. For more information on the setting of tariffs, see “Regulatory Framework and
Tariffs” in this offering memorandum. Therefore, our results of operations, financial condition, and ability to
repay the Notes, is largely subject to the actions of the Federal Government and may be adversely affected if
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the Federal Government decided not to continue transferring funds and/or to set the tariffs at a level which did
not allow us to operate as we have in the past and in accordance with our expansion plans.

Neither our operations nor our issue of Notes in connection with this offering memorandum is in any
manner guaranteed by the Federal Government.

Although we are an Argentine corporation (sociedad anonima) 90% owned by the Federal Government
that provides an essential public service, our financial obligations do not constitute obligations of and are not
guaranteed by the Federal Government. Additionally, the Federal Government is under no obligation to lend
money or in any way make funds available to us, and noteholders will have no claim against, or recourse to,
the Federal Government. When purchasing the Notes, the noteholders will be relying solely upon our
creditworthiness. There is no assurance that AySA’s creditworthiness will not decline as a result of either
internal or external factors, such as our own results of operations or general macroeconomic factors.

The interests pursued by the Federal Government in its capacity as our controlling shareholder, including
its power to set our tariffs, could differ from our interests.

The Federal Government as a controlling shareholder may have an impact on our business through its
ability to control those decisions that call for a positive vote from a majority of our shareholders or our
directors. Although the supply of water and sewage services are considered essential services that are of
overarching interest to the Federal Government, the Federal Government may decide to deploy new strategies,
agree on acquisitions, diversify its businesses or undertake other initiatives which might differ from our
interests. Inasmuch as the Federal Government is empowered to appoint a majority of the members of our
Board of Directors, in the event of a conflict between the Federal Government and us, the Federal Government
could instruct such directors so that they abstain from commencing legal actions that go against its interests.
There can be no assurances that the Federal Government will at all times act consistently with our interests or
those of our Noteholders. Please see “Majority Shareholders and Transactions with Related Parties” in this
offering memorandum.

The assets are subject to direct government intervention and may be considered non-attachable.

All of our assets are located in Argentina. Our business consists in providing for the supply of drinking water
and the treatment of sewage and in this respect, our business is an essential public service under Argentine
law. In accordance with argentine law, it is possible to take legal actions against us directly, but attachment or
other form of execution on our property that is used for the provision of public services will not be ordered.
Furthermore, attachment prior to judgment or attachment in aid of execution will not be ordered by courts of
Argentina with respect to public property if such property is located in Argentina and is included within the
provisions of articles 234, 235 and 237 of the argentine civil and commercial code or directly provides an
essential public service such as those services provided by us and, as a result, it is unlikely that an argentine
court will order or recognize an attachment against the company’s property or assets.

Further, as our water and sewage related assets are used in connection with the provision of what is
deemed to be an essential public service under Argentine law. Pursuant to Article 243 of the Argentine Civil
and Commercial Code, those assets may not be available for liquidation in the event of our bankruptcy,
insolvency or attachment to secure a judgment, and, in case of our insolvency or bankruptcy, could be
transferred to another public services company or the Federal Government in order to ensure the continued
provision of the relevant public services.

As per the terms of the concession, we received, free of charge, from the Federal Government all of the
assets we use for the provision of services when the concession was granted, but subject to an obligation to
return all assets not sold during the term of the concession, in accordance with certain provisions, upon the
expiration or termination of the concession. All assets acquired by us during the term of the concession must
also be surrendered to the Federal Government upon the expiration or termination of the concession. Therefore,
the Federal Government is the ultimate owner of the vast majority of our assets.
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Our concession may be terminated or not extended.

Pursuant to the Binding Instrument ({nstrumento de Vinculacion) between us and the Federal Government
pursuant to which the concession over drinking water and sewage services was awarded to us (the “Binding
Instrument”), the term for the concession was established for 20 years, ending on March 21, 2026. The
concession may be renewed by mutual agreement; however, no assurances can be given that the concession
will be renewed. The renewal of the concession requires the consent of the Federal Government through a
resolution adopted by the Ministry of Interior, Public Works and Housing who will evaluate our performance
to date. Despite the fact that neither the Binding Instrument nor the Regulatory Framework establishes that the
Federal Government may unilaterally terminate our concession, it may nevertheless be terminated given the
inherent power of the Federal Government.

In the event the concession is terminated, we will not receive any compensation and it will be obligated to
return all assets related to the provision of the service to the Federal Government.

In the event the concession is terminated, we will not receive any compensation and we will be obligated
to return all assets related to the provision of the service to the Federal Government, irrespective of whether
this occurs due to the expiration of the concession or any other reason.

Upon the termination of the concession (for any reason), we must return to the Federal Government, free
of charge, all assets transferred to us or purchased or built by us in the course of the concession for the provision
of water and sewage services, as well as the activities incident thereto. The Federal Government retains and
gains ownership of all transferred assets and any assets purchased or built by us in the course of the concession.
The assets must be returned in good conditions of use and operation. The assets acquired after the Company
has come into being and has been transferred must be registered in the name of the Federal Government, free
of charge.

If the Federal Government revokes the concession, we would receive no termination payment and would
transfer substantially all of its assets to the Federal Government, leaving the holders of Notes with limited
recourse for the satisfaction of our obligations under the Notes. In addition, if we retained certain assets after
a revocation of the concession, such remaining assets could be insufficient to repay the claims of Note holders
and the claims of other holders of unsecured debt.

We require additional financing to fund our capital investment program.

We will require substantial additional financing to fund our current capital investment program.
Moreover, in view of further expected increase in demand for water and sewage treatment services as a result
of the Federal Government’s objective to achieve 100% coverage in the Greater Buenos Aires area, we expect
be required to undertake additional capital investments. We cannot predict the level of such funding but believe
that a substantial portion of it will be raised from foreign currency loans and in the capital markets outside of
Argentina. Our ability to obtain such external financing and the cost of such financing are dependent on
numerous factors including general economic and capital market conditions, interest rates, credit availability
from banks or other lenders, investor confidence in us, the success of our business, the economic, legal and
political conditions in Argentina. If we are not able to raise capital as planned (in Argentina or abroad), then
the implementation of the capital investment plan will be susceptible to delays and additional costs, any of
which may have an adverse effect on our business, results of operations or financial condition.

We may have difficulty refinancing current or future indebtedness, including indebtedness incurred in
relation to the Notes.

Economic conditions and the credit markets have historically experienced, and may continue to
experience, periods of volatility, uncertainty, or weakness. Any renewed financial turmoil, worsening credit
environment, weakening of the general economy, or further uncertainty could impact the availability or cost
of debt financing, including with respect to any refinancing of the obligations elsewhere in this offering
memorandum. The concession under which we operate expires in 2026 and the Federal Government is under
no obligation to renew it or grant an extension, which could have a substantial adverse impact on our ability
to refinance our indebtedness, including indebtedness incurred in relation to the Notes.
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If we are unable to refinance or renegotiate our debt, we cannot guarantee that we will be able to generate
enough cash flows from operations or that we will be able to obtain enough capital to service our debt or fund
our planned capital expenditures. Failure to refinance indebtedness when required could result in a default
under such indebtedness and materially restrict our ability to pay amounts due on the Notes. If we incur
additional indebtedness, any such indebtedness could exacerbate the risks described above.

Our auditors for the fiscal year ended December 31, 2015 have included a qualification and a paragraph
of emphasis in their report to our Audited Financial Statements for the year ended December 31, 2015.

Our auditors for the fiscal year ended December 31, 2015 have included a qualification and a paragraph
of emphasis in their report to our Audited Financial Statements for the year ended December 31, 2015 drawing
attention to the fact that during the year ended December 31, 2015, we received transfers for an aggregate
amount of Ps.8,808.1 million. Out of such sum, Ps.4,972 million were recorded as transfers for capital
expenditure and Ps.3,000 million were recorded as transfers for current expenses. As of the closing of the
fiscal year 2015, a balance of Ps.877 million was pending disbursement. Due to these transfers, we may
conduct normal operations and meet service maintenance and expansion requirements.

The Company has recorded receivables with Aguas Argentinas S.A in an amount of Ps.76.1 million.
Aguas Argentinas S.A. is currently undergoing reorganization proceedings and, within this scenario, we filed
the relevant proof of claim and, the competent bankruptcy court allowed an amount of ARS 18.2 million
claimed. Regarding the claim for ARS 57.9 million, with respect to which a motion for exemption from the
bankruptcy estate was filed, in the opinion of our attorneys, it is unlikely that the motion will succeed. Thus,
it is estimated that the claim will be allowed by the bankruptcy court as an unsecured claim. In connection
with the reorganization proceedings involving Aguas Argentinas, a proposed composition of creditors was
approved, which includes a reduction of debt and an extension of payment terms. Nevertheless, irrespective
of court approval, with respect to the likelihood of final recovery of the claim, in the event such claim is not
allowed by the bankruptcy court, the concession the Federal Government to acknowledge our claim for
payment of the services actually provided, as this matter is deemed intrinsic to the interim regime arising from
taking possession of the service. Consequently, and according to the criterion stated above, no allowance has
been made for such items.

In fiscal year 2015, as well as in the previous fiscal year, we assessed VAT credit at its discounted value,
as stated in current accounting standards. The calculation of discounted values is based on future estimates
made by us in relation to the decision to expand the water and sewage network and to increase tariffs, which
decisions may be adopted either by us or the enforcing authority. Taking this into consideration, our auditors
may not issue an opinion on the basis for such calculations.

Our auditors for the fiscal year ended December 31, 2016 have included three qualifications and a
paragraph of emphasis in their report to our Audited Financial Statements for the year ended December
31, 2016.

Our auditors for the fiscal year ended December 31, 2016 have included three qualifications and a
paragraph of emphasis in their report to our Audited Financial Statements for the year ended December 31,
2016 drawing attention to the fact that during the year ended December 31, 2016, we received transfers from
the Federal Government to finance current expenses totaling Ps.5,092.2 million and transfers by the Federal
Government and other sources to fund capital expenditure in an amount of Ps.10,844.8 million, totaling
Ps.18,329.1 million for current expenses and Ps.36,489.5 million for capital expenditure within the 2006-2016
period. The full amount received from the Federal Government for current expenses and the amount of
Ps.1,612.5 million received from the Federal Government for capital expenditure have been allocated to
income for such period. Transfers received from the Federal Government contributed to the financing of our
activities; however, they were insufficient to balance the working capital deficit shown in our financial
statements as of the closing of the year. In addition, accumulated losses have depleted our capital stock and
reserve funds; however, as a result of the transfers received from the Federal Government, we managed to
avoid recording negative shareholders’ equity for such periods. Considering the foregoing, our capacity to
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finance operations, maintain services, recover investments in assets, repay liabilities, execute and complete
construction plans is subject to the adjustment of tariff levels as provided for by the Regulatory Framework
and the Binding Instrument and/or the availability of additional resources provided by the Federal Government
and/or other financing sources.

The financial information included in this offering memorandum for the nine-month periods ended
September 30, 2017 and September 30, 2016 is limited and has not been reviewed by our auditors.

Despite having been prepared by our management in a manner consistent with our audited financial
information, financial information included in this offering memorandum for the nine-month periods ended
September 30, 2017 and September 30, 2016 is limited and has not been reviewed by our auditors. Therefore,
such partial financial information may not accurately reflect our results of operations, assets or overall financial
condition.

The provisions that govern the tariffs applicable to us do not assure the earning of a reasonable profit.

Unlike the regulatory frameworks and tariff schemes applicable to other public services, the provisions
contained in the Regulatory Framework and the Binding Instrument do not guarantee that we will earn a profit
through the collections of tariffs. Instead, these provisions contemplate an economic regime based on cost
assessments on the understanding that the “economic balance of the concession” meaning income reasonably
in line with costs will be preserved. However, such equation has been unbalanced in the past and no assurances
may be given that such balance will ever be achieved in the future or that our income will be sufficient to meet
our debt obligations. Any imbalance between our costs and income could affect our results of operations,
financial condition and ability to repay the Notes.

Tariff adjustments are dependent upon governmental decisions.

Neither the Regulatory Framework nor the Binding Instrument provides for automatic tariff adjustments.
They do provide for periodical, pre-scheduled reviews (once a year and once every five years) as well as
extraordinary tariff reviews for events such as those resulting from acts of God or force majeure. These reviews
have not always been on time, leading to delayed tariff adjustments, and therefore affecting our operations. A
resolution from the Federal Government is needed for us to be entitled to increase tariffs. Although mandatory
public hearings are not required prior to modifying tariffs applicable to us, we have in the past subjected
ourselves to such hearings, and may continue to do so in the future. Delays and/or refusals on the part of the
entities involved in the modification of our tariffs when reviewing our tariffs; and/or a negative outcome and/or
reactions to or in connection with public hearings regarding the increase of our tariffs could have an impact
on our sources of income and therefore affect our financial condition, results of operations and ability to pay
the Notes.

Because substantially all of our assets are dedicated to the provision of essential public services, they may
not be available for liquidation in the event of a bankruptcy and may not be subject to attachment to secure
a judgment.

Our water and sewage related assets are used in connection with the provision of what is deemed to be
an essential public service under Argentine law. Pursuant to Article 243 of the Argentine Civil and Commercial
Code, those assets may not be available for liquidation in the event of our bankruptcy, insolvency or attachment
to secure a judgment, and, in case of our insolvency or bankruptcy, could be transferred to another public
services company or the Federal Government in order to ensure the continued provision of the relevant public
services.

Further, as per the terms of the concession, we received, free of charge, from the Federal Government all
of the assets we use for the provision of services when the concession was granted, but subject to an obligation
to return all assets not sold during the term of the concession, in accordance with certain provisions, upon the
expiration or termination of the concession. All assets acquired by us during the term of the concession must
also be surrendered to the Federal Government upon the expiration or termination of the concession. Therefore,
the Federal Government is the ultimate owner of the vast majority of our assets.
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The Federal Government, in its capacity as grantor of the concession may extend our concession area.

The Federal Government, in its capacity as grantor of our concession, has in the past and may continue
in the future to extend the area of the concession in which we must provide services, including to areas where
large sections of the population cannot afford to pay for our services in full. Extensions of our concession’s
area do not necessarily entail an increase in the transfers we receive from the Federal Government. Further
extensions of our concession area could have an adverse effect on our operational capacity, financial condition
and the results of our operations.

We are subject to regulatory constrains which limit its capacity to interrupt its services.

Given that access to drinking water has been classified as a basic human right -and in view of the essential
nature of the service rendered by us- our ability to interrupt our services in the event of non-payment or delays
in payment is subject to strict limitations. In particular, we may interrupt the service to non-residential users
(except for hospitals, clinics or prisons, run either by the Federal Government or the private sector), whereas
we may only restrict the service to minimum quantities as necessary to cover vital needs (i.e. limit without
totally disconnecting water services) in the case of residential users. The obligation to continue to provide
services in spite of delays in payment or non-payment by clients could affect our financial condition, results
of operations and ability to service and repay the Notes.

We could be faced with certain administrative procedures and court actions which could negatively affect
our activities and our results of operations.

We are a defendant in certain court actions which, individually or in the aggregate could result in the
imposition of costs, fines, payment of sums set forth in judgments or other significant losses. Although we
have created provisions for such risks on the basis of legal opinions and external and internal legal advice and
according to applicable accounting principles, certain contingent losses, particularly those related to
environmental matters, are subject to changes stemming from, for instance, new available information, and
there is a possibility that the costs caused by such risks, if materialized, could significantly exceed the
provisions we have created.

We might not obtain sufficient insurance coverage.

Although we have insured our properties in conditions that it believes to be prudent and consistent with
industry practices and has adopted and maintains safety and security measures in place, any significant
damage, accident or suspension in production in the establishment or in our system to distribute water and
treat sewage could adversely affect our operational capacity, financial condition and results of operations.

No assurances can be given that there shall be sufficient coverage for risks or losses for some risk or loss
in particular. In the event of accidents or other losses that have not been covered by our insurance policies in
force, we may experience substantial losses or be compelled to disburse significant amounts of our own funds,
which could have an adverse and substantial impact on the results of our operations and our financial condition.

The cost of our current insurance coverage could increase. Our insurance policies are subject to periodical
reviews that must be undertaken by our insurers. In case of an increase in the amount of our premiums, there
is a possibility of us not being in a position to maintain a coverage similar to the current one, or do it at a
significantly higher cost. Any additional cost could have a substantial adverse impact on our business
activities, our financial condition and the results of our operations.

Our relationship with national and provincial authorities, and, in particular, the relationship between us
and the Province of Buenos Aires and the Autonomous City of Buenos Aires are important to our business.

Given the nature of our businesses, we interact with national authorities (such as the Water and Sanitation
Regulatory Entity (“Ente Regulador de Aguas y Saneamientos”, or “ERAS”) and the Undersecretary of Water
Resources), provincial authorities (the Water Authority of the Province of Buenos Aires) and inter-
jurisdictional authorities (such as the Planning Agency (“Agencia de Planificacion”, or “APLA”)) in those
areas where we conduct business, in particular with the Province of Buenos Aires and the Autonomous City
of Buenos Aires. Tariffs applicable to us are set by the Federal Government. There can be no assurances that
such relationships do not deteriorate in the future, which could adversely affect our business and results of
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operations. For instance, provincial authorities might try to impose rates that are unexpected or
disproportionately high or other significant additional obligations. Further, we are subject to political swings
caused by changes of parties in office. The priorities of the current administration to expand the provision of
water to all residents of Greater Buenos Aires may change in the future. New authorities could decide to take
actions that could have a substantial adverse effect on our business activities, our financial condition and the
results of our operations.

We do not hedge our currency risk and, if we are not able to effectively hedge our currency risk in full and
a devaluation of the Peso occurs, there may be a material adverse effect on our results of operations and
financial condition.

Our revenues are collected in Pesos pursuant to tariffs that are not indexed to the U.S. dollar, while a
significant portion of our existing financial indebtedness is denominated in U.S. dollars, which exposes us to
the risk of loss from a devaluation of the Peso. We do not hedge our currency risk and, in the future, if we are
not able to effectively hedge all or a significant portion of our currency risk exposure, a devaluation of the
Peso may significantly increase our debt service burden, which, in turn, may have a material adverse effect on
our financial condition and results of operations.

We have to service our debt and other financial obligations denominated in U.S. dollars with revenues
generated in pesos. This could adversely affect our ability to service our obligations in the event of a
devaluation or depreciation in the value of the peso compared to the U.S. dollar. In addition, our
indebtedness would be significantly affected by fluctuations in exchange rates between the peso and other
currencies.

All of our revenue is denominated in pesos. A substantial portion of our debt (including the Notes offered
hereby) is and will be denominated in U.S. dollars. Our U.S. dollar-denominated debt must be serviced with
funds generated by us in pesos. We do not, and we may not be able to, hedge our currency risk, and as a result,
a devaluation or depreciation in the value of the peso compared to the U.S. dollar, could adversely affect our
ability to service our debt, which in turn could adversely affect our business, financial condition and/or results
of operations.

We might fail to attract or retain our key personnel.

Our business depends on the contributions by our senior management and our highly-qualified engineers
and employees. We are equally dependent on our ability to attract, train, incentivize and retain key managers
and the commercial and technical staff with the requisite skills and experience. There is no assuring that we
will be able to retain and attract key personnel and that the replacement of any key person who might leave
the company shall not be difficult and time-consuming. A loss of the experience and of the services rendered
by key personnel or the inability to find adequate replacements or additional personnel could adversely affect
our businesses, financial condition and/or results of operations.

We may incur significant labor liability when we outsource work.

We carry out a number of activities by hiring independent contractors to maintain a flexible cost base
that makes it possible to respond more quickly to the changing market conditions. As of December 31, 2016,
our third-party contractors had engaged approximately 1,603 employees in tasks related to our operations.
While we have very strict policies regarding labor and social security obligations by our contractors, we are
not in a position to ensure that contractor employees will not initiate legal action seeking compensation from
us, based on certain judgments by Argentine courts that recognize joint responsibility between the contractor
and the entity to which services are provided, under certain circumstances. If we were unable to obtain a
favorable ruling on any such claims, our financial condition and results of operations and our ability to pay
our debts, including the Notes, may be adversely affected.

We could be subject to organized labor action.

Although we consider our current relations with our workforce to be good, we have experienced
organized work disruptions and stoppages in the past and we cannot assure you that we will not experience
them in the future. Labor demands are commonplace in Argentina. Further, all of our Class B shares which
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represent 10% of our capital stock are owned by our employees through an employee share ownership
program. We have agreed to distribute a certain amount of money every year to our Class B shareholders,
irrespective of our result of operations. Failures or delays by us to pay such amount or renegotiations in
connection thereof could result in organized labor action which would in turn adversely affect our financial
condition, result of operations and ability to repay the Notes.

A cyber-attack could adversely affect our business, financial condition and results of operation.

Information security risks have generally increased in recent years as a result of the proliferation of new
technologies and the increased sophistication and activities of cyber-attacks. We have increasingly connected
equipment and systems to the Internet. Because of the critical nature of our infrastructure and the increased
accessibility enabled through connection to the Internet, we may face a heightened risk of cyber-attack. In the
event of such an attack, we could have our business operations disrupted, property damaged and customer
information stolen; experience substantial loss of revenues, response costs and other financial loss; and be
subject to increased litigation and damage to our reputation. A cyber-attack could adversely affect our
business, results of operations and financial condition.

Our operations are subject to social risks.

Our activities are subject to social risks, including protests by communities surrounding certain of our
operations. Despite of the fact that we are committed to operating in a socially responsible manner, we may
face opposition from local communities with respect to our current and future projects in the jurisdictions in
which we operate, which could adversely affect our business, results of operations and financial condition.

Authorities from the Federal Government and from the Government of the Province of Buenos Aires
have recently decided to incorporate eight districts located in Greater Buenos Aires’ second and third urban
belts into the concession area operated by us, in order to improve the quality of services rendered, improve
public health and streamline capital expenditures. These districts are Escobar, Florencio Varela, José C. Paz,
San Miguel, Malvinas Argentinas, Merlo and Moreno. Furthermore, we recently entered into an agreement
with the municipality of Pilar to incorporate it into our concession area. The decision to incorporate such
districts was based on the need to solve the lack of appropriate infrastructure in such districts in order to
achieve sustainable access to drinking water and sewage services. In order to serve Buenos Aires’ metropolitan
region, a long-term plan that contributes to territorial organization, environmental sustainability and social
development must be deployed. Failure to fulfill such plan could adversely affect our business, results of
operations and financial condition.

In light of our technical and organizational resources, we cannot out rule the possibility of our area of
service being broadened even further in the future. An enhancement of our area of service to the outskirts of
Buenos Aires’ metropolitan area, which is less densely populated and where households are poorer might
entail an adverse impact on our businesses, the results of our operations and our financial condition.

Our plants are exposed to the risk of mechanical or electrical failure and any associated unavailability may
affect our capacity to honor our contractual obligations and to discharge other obligations which might
affect our financial performance.

Our facilities run the risk of sustaining mechanical or electrical failure and may experience periods of
unavailability, which could impact our ability to render services. Any unforeseen unavailability in our facilities
may also have an adverse impact on our financial condition and the results of our operations and we could be
exposed to fines or penalties, which could in turn have a substantial adverse impact on our business, the results
of our operations and our financial condition.

We are exposed to penalties that may have a financial impact.

Although the Regulatory Framework does not provide for a system of monetary penalties (fines), we are
exposed to penalties that consist in the obligation to comply with, what is instructed by the applicable
authorities, including the redress of the damages inflicted. The financial impact of these obligations could have
a bearing on our capacity to repay the Notes.
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The Regulatory Framework does provide for a regime of penalties to be imposed on us and on our board
members when malice or serious negligence in our behavior is involved and there is a failure to comply with
specific obligations associated to drinking water and sewage services.

In addition, we could be subject to the imposition of sanctions, including antitrust sanctions, if we were
to undertake actions that affect the provision of our services and/or our customers, which could in turn
adversely affect our operations, our financial condition and the results of our operations.

If the concession were to be revoked or otherwise terminated, substantially all of our personnel would be
redundant and may have to be compensated for its severance.

Upon the termination of our concession, we may have to compensate employees who become redundant
which could adversely affect our financial condition and the results of our operations as well as our capacity
to repay the Notes.

We are subject to anti-corruption, anti-bribery and anti-money laundering laws in Argentina. Failure to
comply with these laws could result in penalties, which could harm our reputation and have an adverse
effect on our operations.

We are subject to anti-corruption, anti-bribery and anti-money laundering laws in Argentina. Although
we maintain policies and processes intended to comply with these laws, we cannot ensure that these
compliance policies and processes will prevent intentional, reckless or negligent acts committed by our officers
or employees. If our officers or employees fail to comply with any applicable anti-corruption, anti-bribery or
anti-money laundering laws, they may be subject to criminal, administrative or civil penalties and other
remedial measures, which could have material adverse effects on our business, financial condition, results of
operations and prospects. Any investigation of potential violations of anticorruption, anti-bribery or anti-
money laundering laws by governmental authorities in any jurisdiction where we operate could materially and
adversely affect our business, financial condition, results of operations and prospects.

This could also adversely impact our reputation and ability to, when applicable, obtain contracts,
assignments, permits and other government authorizations.

In the ordinary course of our business we enter into agreements with governmental entities and other
parties. The interpretation and enforcement of certain provisions of our existing or any additional agreements
may result in disputes among us and our customers or third-parties and we cannot assure you that any claims,
suits or other legal proceedings arising from such agreements against us will not adversely affect our business,
financial condition and results of operations.

There can be no assurance that our internal policies and procedures will be sufficient to prevent or detect
all inappropriate practices, fraud or violations of law by our affiliates, employees, directors, officers, partners,
agents and service providers or that any such persons will not take actions in violation of our policies and
procedures. Any violations by us of anti-bribery and anti-corruption laws or sanctions regulations could have
a material adverse effect on our reputation, business, financial condition, results of operations and prospects.

In the context of an investigation, to which we are not a party, of Odebrecht’s and its subsidiaries’
operations in Argentina started on account of Odebrecht’s confessions in the Brazilian “Lava Jato”
process, an Argentine prosecutor identified existing proceedings in respect of the award of certain projects
by us to companies including Odebrecht and Camargo Correa. According to press investigations and other
information, AySA’s former employees (including our former chairman of the board) and a former external
advisor, have been cited by an Argentine federal judge in order to investigate whether there were any
irregularities in the award of such projects by us. The existence of such investigations and the outcome of
such investigations, if any irregularities are found, could adversely affect our reputation and results of
operations.

In the context of an investigation, to which we are not a party, of Odebrecht’s and its subsidiaries’
operations in Argentina started on account of Odebrecht’s confessions in the Brazilian “Lava Jato” process,
an Argentine prosecutor identified existing proceedings in respect of the award of certain projects by us to
companies including Odebrecht and Camargo Correa and according to press investigations and other
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information, three former AySA employees (including our former chairman of the board) and one former
AySA external advisor, whose engagement ended in December 2017, have been cited by an Argentine federal
judge in order to investigate whether there were any irregularities in the award of the construction agreement
for our Parana de Las Palmas Plant to a joint venture which included Constructora Noberto Odebrecht S.A.,
Benito Roggio ¢ Hijos S.A., Supercemento S.A.I.C and José Cartellone Construcciones Civiles S.A., and in
connection with the construction of our Berazategui Plant, by a joint venture including Construcoes e
Comercio Camargo Correa S.A. and ESUCO S.A., and any possible involvement by such former employees
and external advisor. To the best of our knowledge, no current employee or director of AySA is the subject of
such investigations or is a party thereto.

Although the action is not against us and we have not been summoned as a party to the investigation,
or in any other capacity, several search warrants were executed on our premises requiring the production of
corporate books and records. We have collaborated with information requests, and will continue to collaborate
as may be required, by the federal judge in charge of the investigation and/or applicable authorities. Further,
we have filed a petition to be granted access to the court investigations and filings in order to assess whether
we wish to file a request to become a private claimant (in addition to the appointed public prosecutor) in the
case, as allowed by applicable Argentine law, to have better access to information and thus allow us to more
accurately assess our position. We have received access to the files and investigation, as requested, and are
currently analyzing such information to determine whether we will request to be admitted as a private claimant.

In our review of the investigation, we have found that the judge in charge of the investigation has
initiated a parallel investigation in order to analyze other project award processes involving AySA, where
other companies would have been allegedly benefitted. As of the date of this offering memorandum, we have
filed a petition to be granted access to the court investigations and filings in order to assess whether we wish
to file a request to become a private claimant (in addition to the appointed public prosecutor) in the case, as
allowed by applicable Argentine law, to have better access to information and thus allow us to more accurately
assess our position.

In addition, Constructora Noberto Odebrecht S.A. has requested to leave the joint venture and its
interest therein to be distributed among the remaining joint venture parties. We have accepted Constructora
Noberto Odebrecht S.A.’s request to leave the joint venture, without prejudice of any civil or criminal
responsibility for which Constructora Noberto Odebrecht S.A. may have to respond, and reserving all of our
rights in connection thereto. Construcoes ¢ Comercio Camargo Correa has completed construction of the
Berazategui Plant.

Furthermore, we are in the process of approving state of the art compliance and corporate governance
manuals and ethics code, for which we are working in coordination with the Anticorruption Office of
Argentina, have engaged the University of San Andrés as an external advisor, and our work is being supervised
by experts retained by the Inter-American Development Bank.

Nevertheless, a negative outcome in these, and/or other, investigations in connection with our projects
could adversely affect our reputation and results of operations.

Risks Associated with the Provision of Drinking Water and Sewage Services by Us

We are subject to specific regulations imposed by the Regulatory Framework and local authorities
associated to the provision of drinking water and sewage treatment facilities that collect, treat, and dispose
of waste.

We must abide by specific regulations imposed by the Regulatory Framework and a number of national,
provincial and municipal authorities (basically, in the field of urban planning, soil usage and the environment,
amongst which the ERAS, APLA, the Undersecretary of Water Resources and the Water Authority of the
Province of Buenos Aires) in connection with the supply of drinking water and sewage services. These
regulations may result in higher standards when it comes to technical and environmental requirements imposed
on the supply of drinking water and the disposal of wastewater, as well as in tariff adjustments and subsidies.
Failure to comply with these regulations and/or standards could have an adverse effect on our operational
capacity, financial condition and results of operations.
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We might face difficulties collecting on its invoices.

Our drinking water and sewage services businesses are to a certain degree dependent on our capabilities
to efficiently collect tariffs for the supply of such services through the payment of the respective utilities bills
by clients. We might find it difficult to collect bills for such essential services in certain low-income areas
and/or from certain categories of clients. Any inability or difficulty to collect on such bills could have an
adverse impact on our operational capacity, financial condition and results of operations. Our inability to
collect from clients or to succeed in collecting these amounts in due time might substantially and adversely
affect our financial condition and the results of operations.

We could be exposed to droughts and natural phenomena which might affect our services consisting in the
supply of drinking water and sewage services.

We take our water for the supply of drinking water services from two major rivers, the Rio de la Plata
and the Paran4 river, as well as from other aquifers and reserves. Notwithstanding the high volume of water
from where we obtain our resources, we could be affected in the event of severe droughts and/or natural
disasters such as storms, tornados, and tides which could adversely affect our operational capacity, financial
condition and results of operations.

Changes in the tariffs scheme and/or federal transfers collected by us could affect our businesses, financial
and operational condition.

We receive payments subject to a tariff framework and subsidies regime. Although Argentina’s current
administration has diminished the component of subsidies relative to the tariff collected by us, new regulations
might call for the grant of increased subsidies to the tariffs that we collect from clients. Changes in the tariff
scheme and/or in the subsidies granted to our clients might affect our businesses, financial and operational
condition. An increase in tariffs could lead to our clients filing claims which would in turn create uncertainties
concerning our ability to collect on such tariff increase.

Tariff increases applicable to us have been judicially challenged by consumers’ organizations, with
different results. On October 7, 2016, the last motion for an injunction against Disposition No. 62/2016 issued
by the Undersecretary of Water Resources, and which provided for an increase in the tariffs that we are allowed
to charge to our clients, was denied by the courts, who ruled in our favor. However, challenges against tariff
increases in other industries have succeeded. Following the tariff increases in the electricity sector, preliminary
injunctions were requested by customers, politicians and non-governmental organizations that defend
customers’ rights, which preliminary injunctions were granted by certain Argentine courts. Among the
different rulings, two recent rulings issued by the Second Division of the Federal Court of Appeals for the City
of La Plata and a federal judge from the San Martin district court led to the suspension of end-user tariff
increases of electricity in the Province of Buenos Aires and in the whole territory of Argentina, respectively.
Pursuant to these injunctions, (i) the end-user tariff increases granted as of February 1, 2016, were suspended
retroactively to that date, (ii) end-user bills sent to clients were not to include the increase, and (iii) the amounts
already collected from end-users as a consequence of consumption recorded before these rulings had to be
reimbursed. However, on September 6, 2016, the Argentine Supreme Court denied these injunctions
suspending electricity tariff increases for end-users, on the basis of formal objections and procedural defects,
and, therefore, as of the date of this offering memorandum, increases to the electricity end-user tariffs have
not been suspended. We can neither guarantee that future tariff increases will not be challenged, nor can we
guarantee the results of such challenges.

Compliance with environmental regulations and with regulations governing safety and health conditions
might entail significant expenses and adversely affect the results of our operations.

Our operations are regulated by a broad range of environmental and health and security requirements
imposed by federal and local rules and regulations. We have incurred and will continue to incur significant
expenses to continue to comply with such laws. These laws and regulations also demand that we obtain and
maintain in force environmental permits, licenses and approvals for the construction of new facilities or the
installation and operation of new equipment necessary for our commercial activities. Some of such permits,
licenses and approvals must undergo periodical renewal processes.
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As of the date of this offering memorandum, we have incurred and will continue to incur major expenses
to continue to fulfill regulatory requirements related to the environment, health and safety and security. Failure
to comply with environmental requirements may lead to the imposition of fines or sanctions, the assertion of
claims for environmental damage, the emergence of redress obligations, the revocation of environmental
permits or the temporary or permanent shut-down of facilities. Compliance with modified or newly-adopted
environmental and health and safety requirements could compel us to make considerable capital investments,
and in particular, environmental laws, future changes in environmental laws and in laws associated to safety
and health or the interpretation of these laws, including new or stricter requirements associated to atmospheric
emissions, noises, hazardous waste and release of waste water or green taxes could subject our business to the
risk of increased capital costs, operational costs or compliance costs as a result of such changes and could
constrain the availability of funds for other purposes, which could adversely affect our business, financial
condition and the results of our operations.

We are subject to laws relating to the protection of the environment, which may increase the cost associated
with our operations.

We are subject to extensive national and local laws and regulations relating to the protection of the
environment. Compliance with our obligations under applicable environmental laws may result in significant
costs to install and maintain pollution controls, and to handle sewage and hazardous materials. Failure to
comply with these laws and regulations may result in the assessment of administrative penalties, civil penalties,
imposition of remediation requirements and the issuance of injunctions to ensure future compliance. Certain
environmental laws that apply to us may impose joint and several liability, and may apply a strict liability
standard. Remediation obligations under applicable environmental laws can result in significant costs
associated with the investigation, remediation and/or clean-up of contaminated properties, as well as claims
for damages arising out of the contamination of properties or adverse impacts on natural resources.

Although we believe that our operations will be in material compliance with applicable environmental
and safety laws and regulations, we may incur significant environmental costs and liabilities, including those
relating to claims for damages to property or injury or loss of life. Further, it is possible that other
developments, such as increasingly stringent national or local safety and environmental laws and regulations
and enforcement policies thereunder, could result in increased costs and liabilities to us. We expect additional
and possibly more stringent laws and regulations will be enacted over time with respect to environmental
matters.

Our liability for adverse environmental impacts, as well as any future changes in environmental laws and
regulations may have a material adverse effect on our cash flows, financial condition or results of operations,
and could impair our ability to make payments under the Notes.

We are subject to construction risk in the projects currently undertaken by us.

We are carrying out an ambitious plan of works for the supply of drinking water and sewage services in
the municipalities covered by our concession, primarily aimed at expansion and other key aspects, such as the
improvement in the quality of our services and the environment through remediation processes. We must
complete our construction projects in order to provide our services as required by the Regulatory Framework
and fulfill our commitments. The different construction projects undertaken by us are currently at different
stages, and there is no assuring that these projects will be completed as per their schedules.

There are certain risks that are inherent to large-scale construction projects, such as shortages, and
increased costs, of materials, machinery and labor. If any of our contractors and sub-contractors fails to meet
agreed deadlines and budgets, or if there are any interruptions arising from adverse weather conditions or
unexpected technical or environmental difficulties, there may be resulting delays and excess construction
costs. Contractor and sub-contractor liability clauses, included in most standard construction agreements
entered into with contractors and sub-contractors, generally cover these situations, although they may not
cover the total value of any resulting losses.
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A failure to conclude these works in due time and manner could have an adverse impact on our
operational capacity and results of operations, which would in turn adversely affect the ability to repay the
Notes.

Risks Relating to the Notes

We may not generate sufficient cash flow to meet our debt service and other obligations, including our
obligations under the Notes.

Our ability to make interest and principal payments under the Notes will depend on the sufficiency of
funds from the operation and the transfers received from the Federal Government until the concession expires
if not renewed. We cannot assure you that we will be able to generate sufficient cash flow or receive sufficient
transfers from the Federal Government to meet all of our expenses, including payments on the Notes.

The obligations under the Notes are not guaranteed by the Federal Government or any other entity.

Although we are an Argentine corporation (sociedad anonima) of which 90% of our share capital is
owned by the Federal Government and provide an essential public service, our financing obligations do not
constitute obligations of, and are not guaranteed by, the Federal Government. Additionally, the Federal
Government is under no obligation to lend money or in any way make funds available to us, and noteholders
will have no claim against, or recourse to, the Federal Government. When purchasing the Notes, the
noteholders will be relying upon our creditworthiness. There is no assurance that our creditworthiness will not
decline as a result of either internal or external factors, such as our results of operations or general
macroeconomic factors.

The Notes are our unsubordinated obligations, and shall enjoy equal priority of payment, without priority,
consistent with our other present or future unsecured and unsubordinated indebtedness. The Notes are not
guaranteed in any manner by the Federal Government, or any other entity, and are not secured by any assets.

The Notes will be effectively subordinated to any of our secured indebtedness to the extent of the value
of the assets securing such obligations.

There is a possibility of incurring further indebtedness for a significant amount, including additional
secured indebtedness. The holders of our secured debt shall have claims that are effectively preferred vis-a-
vis the claims asserted by investors as Note holders to the extent of the value of assets that guarantee such
secured debt.

Should reorganization proceedings be instituted against us, a bankruptcy decree passed against us or
should there be an acceleration in the terms to pay any secured debt, the lenders shall be entitled to lodge the
appeals available to any secured lender. Consequently, lenders shall have a priority vis-a-vis any claim for
payment under the Notes to the extent of the value of the assets tendered to secure payment. If this were the
case, it may so happen that no assets will remain for application to the satisfaction of the claims asserted by
Note holders. In addition, if assets remained after these lenders are reimbursed, such remaining assets may be
insufficient to repay the claims asserted by the Noteholders and the holders of other unsecured debt.

In addition, in accordance with the Bankruptcy and Reorganization Proceedings Law, our obligations
concerning the Notes are subordinated to certain preferred rights, including claims in connection with labor
law, social security contributions, taxes and expenses and court costs.

Our credit ratings do not reflect all risks of investing in the Notes.

Our credit ratings are an assessment by the rating companies on our ability to pay our debts as they
mature. Consequently, actual or anticipated changes in our credit ratings generally affect the market value of
the Notes. These credit ratings may not reflect the potential impact of risks related to the structuring and
marketing of the Notes. The ratings do not constitute a recommendation to buy, sell or hold securities and may
be revised or withdrawn at any time by the rating agency. The rating of each company should be evaluated
independently of any other company grade rating. Further, the rating methods used by Argentina’s credit rating
agencies might differ in terms of important aspects from those used by the credit rating agencies in the United
States or in other countries.
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We could redeem the Notes before maturity.

We may redeem the Notes, in whole or in part, in certain circumstances described under “Description of
the Notes.” An investor may not be able to reinvest the redemption proceeds in other securities with yields
similar to those of the Notes redeemed.

Holders of Notes may find it difficult to enforce liabilities, including civil liabilities against us or our
directors, officers and controlling persons.

We are organized under the laws of Argentina and our principal place of business (domicilio social) is
located in Argentina. All of our directors, officers and controlling persons reside outside of the United States.
In addition, all of our assets and all or a substantial portion of the assets of our directors, officers and controlling
persons are located outside of the United States. As a result, it may be difficult for holders of Notes to effect
service of process within the United States on such persons or to enforce judgments against us or them,
including any action based on civil liabilities under the Securities Act.

Further, all or some of our assets could be catalogued as essential for the provision of public services and
therefore not be subject to attachment in Argentina. In addition, if our concession were to be terminated, our
assets would revert to the Federal Government without compensation to us.

In the event of reorganization proceedings or an out-of-court reorganization agreement, holders of the
Notes may vote differently from other creditors.

In the event we are subject to judicial reorganization proceedings, out-of-court reorganization agreements
(acuerdo preventivo extrajudicial) and/or similar proceedings, current Argentine regulations applicable to the
Notes (including, without limitation, the provisions of the Negotiable Obligations Law) will be subject to the
provisions of Argentine Law No. 24,522 (the “Argentine Bankruptcy Law”), as amended, and other
regulations applicable to business restructuring proceedings and, consequently, certain terms and conditions
of the Notes may not apply.

The Argentine Bankruptcy Law establishes a different voting procedure for holders of Notes from that
used by other unsecured creditors for purposes of calculating the majorities required by the Argentine
Bankruptcy Law (which requires the absolute majority of creditors representing two-thirds of the unsecured
debt). Under this system, holders of Notes may have significantly less bargaining power than our other
financial creditors in the event of reorganization.

Moreover, Argentine case law has provided that holders of Notes who fail to attend a meeting at which
a vote is held in order to vote or who abstain from voting are not to be counted for purposes of calculating
whether the majorities required to approve a restructuring proposal have been formed. As a result, the
bargaining power of holders of notes may be lessened vis-a-vis our other financial and trade creditors.

The obligations under the notes will be subordinated to certain statutory liabilities.

Under Argentine Bankruptcy Law, the obligations under the Notes are subordinated to certain statutory
preferences including claims for salaries, wages, secured obligations, social security, taxes and court fees and
expenses. If we are subject to bankruptcy, judicial or non-judicial reorganization proceedings or the
equivalent, the rights of the holders of the notes will rank junior to the above statutory preferences and as a
result, our ability to pay the amounts outstanding under the Notes may be undermined.

There is no established trading market for the Notes and the market value of the Notes is uncertain.

Although we have applied to have the Notes listed on the Official List of the Luxembourg Stock
Exchange for trading on its Euro MTF Market, the Notes will be new issues of securities with no established
trading market or prior trading history. We cannot assure you that a market for the Notes will develop or, if
one does develop, that it will be maintained. If a trading market does not develop or is not maintained, you
may experience difficulty in reselling the Notes or may be unable to sell them at an attractive price or at all.
Further, even if a market develops, the liquidity of any market for the Notes will depend on the number of
holders of the Notes, the interest of securities dealers in making a market in the Notes and other factors.
Furthermore, the market value and liquidity of, and trading markets for, the Notes may be materially and
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adversely affected by changes in interest rates and declines and volatility in the markets for similar securities
and in the overall economy, as well as by any changes in our financial condition or results of operations. We
cannot assure you that the Notes will not trade at a discount from their initial trading price, whether for reasons
related or unrelated to us.

The Notes are not registered securities in the United States, and they will be subject to transfer restrictions
that may adversely affect the value of the Notes and limit your ability to resell the Noftes.

The Notes have not been registered under the Securities Act or any state securities laws, and we are not
required to and currently do not plan on making any such registration in the immediate future. The Notes may
not be offered or sold except pursuant to an exemption from, or in a transaction not subject to, the registration
requirements of the Securities Act and applicable state securities laws. Such exemptions include offers and
sales that occur outside the United States for non-U.S. persons in compliance with Regulation S and in
accordance with any applicable securities laws of any other jurisdiction. You should be aware that investors
may be required to bear the financial risks of this investment for an indefinite period of time. See “Transfer
Restrictions” for a more detailed explanation of such restrictions.

Judgments of Argentine courts enforcing obligations denominated in foreign currency may order payment
in Argentine pesos.

If proceedings were brought in the courts of Argentina seeking to enforce our obligations under the Notes,
these obligations may be payable in pesos in an amount equal to the amount of Argentine pesos required to
settle the obligation denominated in foreign currency under the agreed terms and subject to applicable law or,
alternatively, according to the exchange rate between the peso and the U.S. dollar in force at the time of
payment. We cannot assure you that such rates of exchange will afford investors full compensation of the
amount invested in the Notes plus accrued interest.

Foreign exchange controls and restrictions on remittances abroad may affect your ability to receive
payments on the Notes or to repatriate your investment in the Notes.

In the years 2001 and 2002 Argentina imposed foreign exchange controls and restrictions on transfers
that significantly constrained the ability of companies to retain foreign currency or to send payments abroad.
Later on, many of these restrictions were significantly loosened, including those that called for the previous
authorization of the Argentine Central Bank for transferring funds abroad in order to pay principal and interest
on debt obligations. This notwithstanding, new rules and regulations were issued in the last quarter of 2011
which significantly curtailed access to the foreign exchange market by individuals and legal entities in the
private sector. More recently, Argentina’s new administration lifted many of the foreign exchange restrictions
imposed in 2011, including restrictions on the repatriation of portfolio investments by non-resident investors.
In spite of all this, should there be a change in policies, Argentina could impose new, more stringent foreign
exchange rules and regulations, amongst other things, in response to a flight of capitals or a significant
depreciation in the Argentine peso. Should that be the case, our ability to send payments abroad could be
affected and therefore.

Events in other countries may have an adverse impact on the fair value of the Notes.

The market price for the Notes may be affected by incidents occurring in international financial markets
and in the world’s economic conditions. Argentina’s securities markets are influenced, to different extents, by
the economic and market conditions in other countries, in particular those of Latin America and other emerging
markets. Although economic conditions are different in each country, investors’ reaction vis-a-vis the
occurrences in a country may affect the securities of issuers in other countries, including Argentina. We may
not assure that the securities’ market for Argentine issuers shall not be adversely affected by other events.
Neither may we assure that such occurrences shall not have a negative impact on the Notes’ market price. For
instance, an increase in the interest rates in a developed country, as would be the case of the United States or
a negative event in an emerging market may induce a significant flight of capitals from Argentina and reduce
the Notes’ traded price.
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USE OF PROCEEDS

We will apply the proceeds of the issuance of the Notes under this offering memorandum, which are
U.S.$500,000,000, less any expenses and fees in connection with this offering, in compliance with the
requirements of Article 36 of the Negotiable Obligations Law, and other applicable Argentine regulations, (i)
to invest in fixed assets in Argentina, (ii) as working capital in Argentina.

In particular, we will use the net proceeds of the offering to make the investments contemplated in our
expansion, improvement, and maintenance plan (Plan de Mejoras, Expansion y Mantenimiento de los
Servicios or “PMOEM”) as approved by the APLA Planning Agency (Agencia de Planificacion) through
Resolution No.24 dated August 20, 2015, as such plan may be amended, and investments needed for the correct
development of those areas incorporated to our concession after the issuance of Decree No.304/06.
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EXCHANGE RATES AND EXCHANGE CONTROLS

The Company publishes most of its economic indicators and other statistical data in pesos. For figures
reflecting flows of peso amounts during a specified period, the average dollar-peso exchange rate for that
period is used. For figures reflecting amounts as of a specific date, the exchange rate applicable on that date
is used.

Since February 2002, the peso has floated against other currencies, although the Banco Central de la
Republica Argentina (the “Central Bank™) purchases or sells U.S. dollars on the currency exchange market on
a regular basis in order to minimize fluctuations in the value of the peso in relation to the U.S. dollar. In recent
years and particularly since 2011, the Federal Government has increased controls on exchange rates and the
transfer of funds into and out of Argentina.

After several years of variations in the nominal exchange rate, in 2012, there was a devaluation of
approximately 14% of the peso against the U.S. dollar. This was followed by a further devaluation of the peso
against the U.S. dollar of 33% in 2013 and 31% in 2014, which included a devaluation of approximately 24%
in January 2014. In 2015, there was a devaluation of approximately 52% of the peso against the U.S. dollar,
which included a devaluation of 10% from January 1, 2015 to September 30, 2015, and a 38% devaluation in
the last quarter of 2015, which was mainly experienced after December 16, 2015, as a consequence of a
significant economic reform implemented by the new federal administration, and a 22% devaluation in 2016.
See “Risk Factors—Risks Relating to Argentina- Government intervention in the Argentine economy could
adversely affect the economy and our financial condition and results of operations.” and “Risk Factors—Risks
Relating to Argentina- Exchange controls and restrictions on capital inflows and outflows could limit the
availability of international credit, adversely affecting the Argentine economy, and, as a result, our financial
condition and results of operations”.

The following table sets forth the annual high, low, average and period-end “reference” exchange rates
for the periods indicated, expressed in pesos per U.S. dollar and not adjusted for inflation. There can be no
assurance that the peso will not depreciate or appreciate again in the future. The Federal Reserve Bank of New
York does not report a noon buying rate for pesos.
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The table below sets forth nominal exchange rate figures:

Nominal Exchange Rates (pesos per U.S.$)

Exchange rates®

High Low Average”  Period end
Year
2013 e 6518 4923 5479 6.518
2014 oo 8,556 6.543 8119 8552
2015 o 13.763 2,554 9.269 13.005
2016 e 16.039 13.069 14.779 15.850
2017 18.830 15.174 16.566 18.774
Month
JULY 2017 oot 17.764 16.681 17.169 17.670
AUGUSE 2017 .o 17.783 17.058 17.416 17.365
September 2017 ....ooveveveeiiiiiineeeeeeeen 17.610 16.972 17.246 17318
October 2017 ..ot 17.677 17.431 17.453 17.671
November 2017....cccooviiiieiieieeee e 17.670 17.330 17.492 17.384
December 2017 ...oo.eoveieiieieieeeee e 13.830 17.260 17.700 18.774
January, through January 17 ........ccccovevvinveninnnne. 19.073 18.416 18.756 18.892

Notes:-
(1) Central Bank reference exchange rates (Communication “A” 3500 of Central Bank).
(2) Average of daily closing quotes.

Source: Central Bank.

Currency conversions, including conversions of pesos into U.S. dollars, are included for the convenience
of the reader only and should not be construed as a representation that the amounts in question have been,
could have been or could be converted into any particular denomination, at any particular rate or at all.

As of January 17, 2018, the Peso-Dollar reference exchange rate was Ps.18.892 to U.S.$1.00.
Exchange Controls

With the tightening of exchange controls beginning in late 2011, in particular with the introduction of
measures that allowed limited access to foreign currency by private companies and individuals (such as
requiring authorization from tax authorities to access the foreign currency exchange market), the implied
exchange rate, as reflected in the quotations for Argentine securities that trade in foreign markets, compared
to the corresponding quotations in the local market, increased significantly over the official exchange rate.
Most foreign exchange restrictions were lifted in December 2015, May 2016 and August 2016, reestablishing
Argentine residents’ rights to purchase and remit outside of Argentina foreign currency with no maximum
amount and without specific allocation or the need to obtain prior approval. As a result, since December 2015,
the substantial spread between the official exchange rate and the implicit exchange rate derived from securities
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transactions has substantially decreased. On December 30, 2016, the Central Bank further eased foreign
exchange controls by eliminating the mandatory repatriation of proceeds from the export of services. On
January 4, 2017, the Ministry of Treasury reduced to zero days the mandatory minimum stay period applicable
to (i) the inflow of funds to the local foreign exchange market arising from certain foreign indebtedness and
(ii) any entry of funds to the foreign exchange market by non-residents.

On May 19, 2017, the Central Bank issued Communication “A” 6244, which came into force on July 1,
2017, providing for certain new rules that will govern access to the MULC and that supersede previous rules
on the matter. Communication “A” 6244 (as amended by Communication “A” 6312) has replaced all previous
rules governing exchange transactions, the general exchange position and the provisions of Decree No. 616/05,
while rules governing information and filing requirements were not replaced.

In addition, Communication “A” 6244 (as amended by Communication “A” 6312 and Communication
“A” 6363) sets forth:

1. the principle of freedom of exchange. According to section 1.1 of this Communication, “all natural or
legal persons, estates and other properties may freely trade in the exchange market”;
2. the maintenance of the obligation to enter into any exchange transaction through an entity authorized
by the Central Bank (section 1.2);
the removal of time restrictions to trade in the MULC; and
4. the maintenance of the obligation of resident natural or legal persons to comply with the requirements
of “Review of Debt Securities and External Liabilities Issued by the Financial Sector and the Non-
Financial Private Sector” (Communication “A” 3602, as supplemented) and “Review of Direct
Investments” (Communication “A” 4237, as supplemented), even if no funds had flowed into the
exchange market and/or no access to such market is expected in the future with respect to reportable
transactions.

By Decree No. 893/2017 (the “Decree”), published in the Official Gazette on November 2, 2017, the
Federal Government repealed article 1 of Decree No. 2581/1964, article 10 of Decree No. 1555/1986 and
Decree No. 1638/2001. This action eliminated the obligation of Argentine exporters to repatriate and settle for
pesos in the Foreign Exchange Market (Mercado Unico y Libre de Cambios) foreign currency proceeds
derived from the export of goods.

(98]

For further information in relation to all previous and current exchange restrictions and controls investors
should seek advice from their legal advisors and analyse the regulations of the Central Bank, Decree No.
616/2005, Resolution No. 365/2005 of the former Ministry of Economy and Production, Resolution No.
3/2015 of the former Ministry of Treasury and Public Finance, Communication “A” 6037, Communication
“A” 6244, Communication “A” 6312, and the Foreign Exchange Criminal Regime (Law No. 19,359, as
amended), as further supplemented and amended, available on the website of the Ministry of Justice and
Human Rights (http://www.infoleg.gov.ar) or on the Central Bank’s website (http://www.bcra.gov.ar). None
of the information contained on either such website is deemed to be incorporated by reference into this offering
memorandum.
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CAPITALIZATION

The table below sets forth our current and non-current financial liabilities, as well as our capitalization
as of September 30, 2017, both on an actual basis and as adjusted to reflect the Notes offering and the
application of the proceeds therefrom. This table should be read alongside with “Management’s Discussion
and Analysis of Financial Conditions and Results of Operations” of this offering memorandum.

As of September 30, 2017
Actual As Adjusted Actual As Adjusted
(in millions of Ps.) (in millions of U.S.$)"V
Current financial liabilities............ 971.3 977.3 56.5 56.5
Non-current financial liabilities..... 2,179.1 2,179.1 125.9 125.9
Notes offered hereby®............... - 8,655.0 - 500.0
Total financial liabilities................ 3,156.4 11,811.4 182.3 682.3
Shareholders’ equity..........ccevee... 37,231.1 37,231.1 2,150.8 2,150.8
Total capitalization®.................. 40,387.5 49,042.5 2,333.2 2,833.2

Notes:-
(1) U.S.$1.00 = Ps.17.31, the selling rate published by Banco Nacion on September 30, 2017.

(2) U.S.$500,000,000 principal amount of Notes. Fees and expenses in connection with this offering are approximately
U.S.$3.5 million.

(3) Total capitalization represents total financial liabilities plus shareholders’ equity.
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SELECTED FINANCIAL INFORMATION

The following tables present our summary financial information as of and for the periods indicated.
Financial information as of and for the years ended December 31, 2016 and 2015 is derived from and should
be read together with our Audited Annual Financial Statements included in this offering memorandum. We
have not prepared any financial statement for any period or as of any date after December 31, 2016. However,
we have included in this offering memorandum certain limited financial information for the nine months ended
September 30, 2017 and 2016 but our independent auditors, Bértora, have not performed a limited review for
such periods. The limited financial information set forth below was prepared based upon a number of
assumptions, estimates and business decisions that are inherently subject to significant business and economic
conditions and contingencies, many of which are beyond our control. This limited financial information is not
meant to be a comprehensive statement of our unaudited financial results for these periods and our actual
results may differ from these estimates.

Our financial statements and other financial information included in this offering memorandum, unless
otherwise specified, are stated in Argentine pesos. The U.S. dollar amounts set forth below are conversions
from the peso amounts, included solely for the convenience of the reader. These conversions should not be
construed as representations that the peso amounts actually represent such U.S. dollar amounts or could be
converted into U.S. dollars at the rate indicated or at any other rate. See “Exchange Rates and Exchange
Controls” for information regarding the rates of exchange between the peso and the U.S. dollar.

We prepare our financial statements pursuant to Argentine GAAP issued by the FACPCE and approved
by the CPCECABA. For additional information regarding financial information presented in this offering
memorandum, see “Presentation of Financial and Other Information.”

AySA’s Selected Financial Data As of and For Years ended December 31,
2016 2016 2015
(in millions of
U.S.$)® (in millions of Ps.)
Statement of Income:
Income from services 497.4 7,903.5 2,816.6
Operating expenses (318.5) (5,061.4) (3,361.1)
Marketing expenses (71.1) (1,130.2) (739.2)
Administrative expenses (296.8) (4,716.4) (3,024.4)
Other operating income (45.8) (727.1) (419.5)
Other Income (Expenses), net (1.5) (23.5) 11.7
Financial and holding results:
From Assets 40.1 637.2 60.5
From Liabilities (97.0) (1,541.5) (1,688.2)
Income before the Application of transfers from the (293.2) (4,659.4) (6,343.7)
National State
Application of transfers from the National State ® 320.5 5,092.2 3,000.0
Net income for the year 27.2 432.8 (3.343.7)

Balance sheet:
ASSETS
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CURRENT ASSETS

Cash and banks 63.8 1,013.7 107.4
Investments 88.8 1,411.6 25
Receivables from services 76.4 1,213.5 332.7
Other receivables 55.0 8743 1,494.3
Tax credits 8.9 141.5 348.9
Other assets 229 363.6 283.7
Total current assets 315.8 5,018.3 2.569.5
NON-CURRENT ASSETS

Receivables from services 10.7 169.5 119.1
Other receivables 36.5 580.5 444.9
Tax credits 188.4 2,993.9 2,432.3
Fixed assets 1,903.8 30,251.6 22,721.4
Intangible assets 13.3 210.7 180.8
Total non-current assets 2,152.7 34,206.2 25.898.6
TOTAL ASSETS 2.468.5 39.224.5 28.468.0
LIABILITIES

CURRENT LIABILITIES

Payables 204.7 3,251.9 3,733.7
Borrowings 73.3 1,165.1 1,202.2
Salaries and social security contributions 65.7 1,044.0 953.9
Tax liabilities 11.7 185.3 255.2
Other liabilities 9.7 154.2 26.6
Provisions 03 4.0 4.1
Total Current Liabilities 365.3 5.804.5 6.175.6
NON-CURRENT LIABILITIES

Tax liabilities 0.5 8.5 43
Borrowings 153.4 2,436.8 2,499.1
Other liabilities 253 402.6 261.0
Other debts 2.1 33.8 342
Provisions 55.7 884.7 630.2
Total non-current liabilities 237.0 3.766.3 3.428.7
TOTAL LIABILITIES 602.3 9.570.8 9.604.4
SHAREHOLDERS’ EQUITY (as per respective

statement)

Total Shareholders’ Equity 1,866.2 29.653.7 18.863.7
TOTAL LIABILITIES AND SHAREHOLDERS’ 2.468.5 39.224.5 28.468.0
EQUITY

Notes:-

(1) The figures expressed in U.S.$ as of and for the year ended December 31, 2016 have been calculated using the exchange
rate of Ps.15.89/U.S.$1.00, which was the exchange rate published by Banco Nacion for currency transfers on December
31, 2016.
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(2) Only includes current transfers and not capital transfers in an amount of Ps.10,844.8 million which are reflected in our

shareholders’ equity.

Statement of cash flow

Cash at the beginning of year (V

Cash at year-end (V

Net cash-flow used in operating activities

Net cash-flow used in investment activities
Net cash-flow generated by financing activities
Net cash increase (decrease)

Note:-

(1) Includes cash and banks plus temporary investments.
Recent results (unaudited)

Income from Services

Years ended on December 31,

2016 2016 2015
(in millions of U.S.$) (in millions of Ps.)
6.9 109.9 970.0
152.6 2,425.3 109.9
(338.6) (5,380.0) (4,978.8)
(512.4) (8,142.3) (5,596.1)
996.7 15,837.7 9,714.8
145.7 2,315.4 (860.1)

The following table presents a breakdown of our income from services for the nine-month periods ended

September 30, 2017 and 2016:

For the nine-month period ended September 30,

2017

(in millions of U.S.$)

Non-metered service

Metered service

Debit/credit notes

Total General Accrued Sales
Special Services and Other Sales
Other charges

Accrued Sales

Effect Undersecretary of Water
Resources Disposition No.

44/2011, as amended

Total

263.6
194.3
(1.3)
456.7
8.2
87.0
551.8
(48.5)

503.3
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2017 2016 % Change
(in millions of Ps.)
4,563.7 2,945.7 54.9
3,363.8 2,116.4 58.9
(22.7) 8.2) 176.8
7,904.7 5,053.9 56.4
141.3 86.3 63.7
1,505.7 1,024.5 47.0
9,551.7 6,164.6 54.9
(840.4) (856.2) 1.8
8,711.3 5,308.4 64.1



Federal Government Transfers

The following table shows a breakdown of transfers accrued from the Federal Government for the nine-
month periods ended September 30, 2017 and September 30, 2016:

Transfers from the Federal Government

(in millions of Ps.)

Nine-month period ended September  (in millions of Capital Current Total
U.S.9) Transfers Transfers
20170 532.7 9,221.1 - 9,221.1
2016® 727.8 6,600.0 4,541.9 11,141.9
Note:-

(1) The figures expressed in U.S. dollar for the nine months ended September 30, 2017 have been calculated using the exchange

rate of Ps.17.31/U.S.$1.00 which was the exchange rate published by Banco Nacion for currency transfers on September 30,
2017.

(2) The figures expressed in U.S. dollar for the nine months ended September 30, 2016 have been calculated using the

exchange rate of Ps.15.31/U.S.$1.00 which was the exchange rate published by Banco Nacién for currency transfers on
September 30, 2016.

Salaries

The following table sets out a breakdown of our salaries and social contributions for the nine-month
periods ended September 30, 2017 and September 30, 2016:

Nine-month period ended September (in millions of U.S.$) (in millions of Ps.)

2017, 321.9 5,572.3

2016, 252.7 3,869.1
Note:-

(1) The figures expressed in U.S. dollar for the nine months ended September 30, 2017 have been calculated using the exchange

rate of Ps.17.31/U.S.$1.00 which was the exchange rate published by Banco Nacién for currency transfers on September 30,
2017.

(2) The figures expressed in U.S. dollar for the nine months ended September 30, 2016 have been calculated using the

exchange rate of Ps.15.31/U.S.$1.00 which was the exchange rate published by Banco Nacién for currency transfers on
September 30, 2016.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

This discussion and analysis should be read in conjunction with our Financial Statements and the notes
thereto included elsewhere in this offering memorandum and are based thereon. This discussion contains
forward-looking statements that reflect our plans, estimates and opinions. Our actual results may differ
materially from those discussed in the forward-looking statements. Those factors which might cause or
contribute to these differences are those discussed below and elsewhere in this offering memorandum,
especially in “Risk Factors”.

Overview

AySA was created by the Argentine Executive Branch pursuant to Decree No0.304/2006 dated March 21,
20006, later ratified by the Argentine Congress pursuant to Law No. 26,100. AySA was created as a corporation
subject to the laws and other regulations of Argentina, and holds an exclusive concession for the provision of
drinking water and sewage services in the City of Buenos Aires and 25 districts or municipalities in the
neighboring Greater Buenos Aires Area. We prepare our financial statements pursuant to Argentine GAAP
issued by the FACPCE and approved by the CPCECABA. See “Selected Financial Information”.

Factors Affecting our Results of Operations
The Argentine Economy

All of our users are located in Argentina and all of our revenue derives from tariffs paid by our clients
and transfers from the Federal Government. Therefore, our financial position and results of operations depend
on the prevailing macroeconomic and political conditions in Argentina. For more information, see “Risk
Factors — Risks Relating to Argentina”.

The following table presents information related to certain economic indicators for Argentina in the
indicated years. For more information, see “Risk Factors—Risks Relating to Argentina — The credibility of
several Argentine economic indexes has been called into question, which may lead to a lack of confidence in
the Argentine economy and may in turn limit our ability to access the credit and capital markets”.

For the year ended on
December 31,

2016 2015
GDP (in billion Pesos at 2004
prices) 704.7 720.9
GDP  Growth (Decrease) (*)

(2.3%) 2.4%
Unemployment Rate (**)

7.6% 9.4
CPI (% change) (***) 40.9% 26.9%
Primary fiscal balance (excludes
interest) (as % of GDP) 0.9) (5.4)

Notes:-
(*) Data for 2015 was published by the INDEC on June 29, 2016.

(**) The labor report issued by the Observatorio de la Deuda Social Argentina of the Universidad Catdlica Argentina was used
for 2015 while the INDEC measurement was used for 2016.
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(**%*) Data for 2015 is the CPI from the Autonomous City of Buenos Aires, and data from 2016 is INDEC’s CPL See “Risk Factors- Risk
Factors Relating to Argentina- Continuing high inflation may have a negative effect on the Argentine economy and on our financial

performance”.

In December 2015, recently inaugurated President Macri's administration declared the state of emergency
in national statistics and ceased publishing macroeconomic information, while working in improving INDEC's
technical and administrative structure and its credibility. On March 30, 2016, INDEC published preliminary
GDP data for 2015, according to which real GDP had grown by 2.6% in such year. According to reviewed
GDP calculations published by INDEC on June 24, 2016, which are the basis for the real GDP calculation for
each year as from 2004, Argentina’s GDP rose by 2.6% in 2015 and decreased by 2.3% in 2016.

On the other hand, the devaluation of the peso with regard to the U.S. dollar reached 52%, including a
10% devaluation from January 1, 2015 to September 30, 2015, and a 38% devaluation during the last quarter
of the year, as a result of the elimination in December 2015 of a significant number of exchange controls
adopted by the previous Federal administration. See “Risk Factors — Risks Relating to Argentina - Significant
fluctuations in the value of the peso could negatively affect the Argentine economy and our financial
performance”. During the year ended on December 31, 2016, the peso devalued approximately 21.8% against
the U.S. dollar.

The long-term evolution of the Argentine economy remains uncertain. While economic, political and
social conditions have improved, the country still faces significant challenges, including the need to attract
capital investments which would allow sustained growth and a reduction in inflationary levels, to address the
energy production deficit faced by the country, to reduce the large public sector deficit and to reform its tax
system. In light of these uncertainties, our future results of operations, liquidity and financial performance also
remain uncertain.

Argentina has faced and continues to face inflationary pressures. From 2011 to 2015, inflation in
Argentina increased, as measured by the CPI and Wholesale Price Index (““WPI”), which reflected a continuous
growth in private consumption levels and the economic activity (including exports and public and private
investments), which exerted a rising pressure on the demand for goods and services. According to INDEC
data, the CPI grew by 9.5% in 2011, 10.8% in 2012 and 10.9% in 2013. The WPI increased by 12.7% in 2011,
13.1% in 2012, 14.8% in 2013 and 28.3% in 2014. In February 2014, INDEC published a new inflation index
using a different methodology (CPI Nu) to measure the prices of goods in a country. See “Risk Factors — Risks
Relating to Argentina — The credibility of several Argentine economic indexes has been called into question,
which may lead to a lack of confidence in the Argentine economy and may in turn limit our ability to access
the credit and capital markets”. The annual change of the CPI during 2014 cannot be estimated due to the
implementation of the new INDEC methodology. However, since December 2013, the Economic Policy
Secretariat has published monthly CPI figures (using the new methodology). According to this information,
the annual change of INDEC's CPI as of December 2014 was 23,9%. INDEC published no complete CPI data
for 2015. During 2015, the CPI for the Autonomous City of Buenos Aires was 26.9% and for the Province of
San Luis 31.6%.

On January 8, 2016, based on the fact that INDEC had not generated any reliable statistics, the Macri
administration enacted Executive Decree No.55/2016 which declared the administrative emergency of the
Argentine statistical system until December 31, 2016. After the declaration of emergency, INDEC ceased
publishing statistical data until its technical and administrative structure was reorganized. During the
implementation of these reforms, however, INDEC used official CPI figures and other statistics published by
the Province of San Luis and the Autonomous City of Buenos Aires. According to the latest information
published on data of the Autonomous City of Buenos Aires, the CPI grew by 26.6% in 2013, 38.0% in 2014,
26.9% in 2015 and 41,0% in 2016.

On June 15,2016, INDEC resumed the publication of inflation rates which, from May to December, 2016
was 16.9%, using the new methodology to calculate the CPI. According to INDEC, the inflation for Greater
Buenos Aires was 1.3% in January, 2.5% in February, 2.4% in March, 2.6% in April, 1.3% in May, 1.2% in
June, 1.7% in July, 1.4% in August, 1.9% in September 1,5% in October, 1.4% in November 2017 and 3.1%
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in December 2017. As of the date of this offering memorandum, the Federal Government has not extended
INDEC’s administrative emergency.

Origin and Mix of Income and Costs
Overview

We obtain our cash inflows related to the provision of drinking water and sewage services from two main
sources: revenue derived from tariffs charged to our clients and non-refundable transfers that we receive from
the Federal Government. We also receive income from the provision of special services such as
interconnections and sales of bulk water. From 2014 to 2016, the number of clients grew by 0.2% from
3,193,267 to 3,246,770.

Income Derived from Tariffs

Income derived from tariffs charged in relation to the provision to clients of drinking water and sewage
services is divided between metered and unmetered services. Approximately 14% of our clients are billed for
our services on a metered basis, which represents approximately 41% of AySA’s revenues, i.e. water actually
consumed, whereas the remaining clients are billed based on the district where they are located and the square
footage of the premises to which the services are provided.

The Regulatory Framework under which we operate requires us to provide discounts to certain of our
clients with respect to the level of approved tariffs for such clients. These discounts are not strictly matched
by the transfers we receive from the Federal Government, which are independent of the level of discounts. For
more information on the Regulatory Framework, see “Regulatory Framework and Tariffs” in this offering
memorandum.

Over the course of the past two years, our tariffs have increased substantially and the Federal Government
has amended the Regulatory Framework to reduce the level and scope of the discount we are required to
provide to certain of our clients. We expect that our tariff revenue will continue increasing in 2018 as new
clients are added to our concession area and tariff levels continue to increase.

The following table shows the changes to the tariff regime, the subsidies in the form of discounts to our
clients and the value of the K coefficient, a major component of our tariff scheme since January 2018, during
the years ended December 31, 2016 and 2015. For more information on the Regulatory Framework, see
“Regulatory Framework and Tariffs” elsewhere in this offering memorandum.

Undersecretary | Ineffectas | Applicable to “K” Coefficient Applicable Subsidy Total
of Water | of Discount Increase
Resources " %
" . Value Variation Discount Variation %)
Resolution Y
(%) (%) due to
Reduction of
Discount
(%)
No.4/2014 04/01/2014 | Clients with no 5.1138 37% 0% 0% 37%
discounts
Prime zone clients 5.1138 5% 5% 408%
Mid zone clients 5.1138 25% 25% 301%
Low zone clients 5.1138 50% 50% 167%
No0.62/2016 04/01/2016 | Clients with no 16.1937 0% 0% 217%
discounts
Clients zone users 16.1937 0% 0% 233%
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Mid zone Clients 16.1937 0% 0% 3209%

Low zone Clients 16.1937 25% 25% 375%
No.19/2017 05/03/2016 | Clients with no | 19.9183 23% % 0 30,

discounts

Prime zone clients 19.9183 0% 0% 23%

Mid income zone | 19.9183 0% 0% 23%

clients

Low income zone | 19.9183 25% 25% 23%

clients

We have submitted to the Undersecretary of Water Resources a new tariff proposal which consists of a
23% increase, together with a program for phasing out the 25% subsidy discount to non-residential clients.
Additionally, a rebalancing is planned between fixed and variable charges aimed at enhancing the care of the
resource and improving the tariff structure. Such proposal, relating to the year 2017, has been discussed in
public hearings, it was approved by Decree SSRH No. 19/2017, and is currently being implemented.

Transfers from the Federal Government

In the years ended December 31, 2016 and 2015, we received from the Federal Government a total of Ps.
15,937.1 million and Ps.8,808.1 million, respectively of non-refundable transfers. When “Capital Transfers”
(i.e. transfers from the Federal Government to fund our capital expenditure program in the amount of
Ps.2,544.8 million are excluded), during 2016 we received Ps.12,892.2 million from the Federal Government
to fund our operating expenses. In addition, during 2016 we expected to receive a transfer from the Federal
Government in the amount of Ps.500.0 million which we did not receive; however, we recorded such transfer
in our financial statements as a receivable from the Federal Government. Those Ps.500.0 million have been
received by us as of the date of this offering memorandum. See Notes 3.d and 14.b to our financial statements).

Between the commencement of our concession and December 31, 2016, we have accrued transfers from
the Federal Government in the aggregate amount of Ps.54,818.5 million, of which, Ps.36,489.4 million
corresponded to Capital Transfers and Ps.18,329.1 million to current transfers.

The following table shows a breakdown of transfers accrued from the Federal Government since the start
of our concession:

Transfers from the Federal Government
(In millions of pesos)

Year Capital Transfers Current Total
Transfers
2006 25.0 - 25.0
2007 216.0 - 216.0
2008 655.0 300.0 955.0
2009 997.0 403.4 1,400.4
2010 1,258.6 780.0 2,038.6
2011 2,550.7 1,344.5 3,895.2
2012 3,778.9 1,691.4 5,470.3
2013 4,356.5 2,800.0 7,156.5
2014 5,998.8 2,917.6 8,916.4
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2015 5,808.1 3,000.0 8,808.1
2016 10,844.8 5,092.2 15,937.1
Total 36,489.4 18,329.1 54,818.5

As capital transfers must be applied to (i) the acquisition and/or construction of assets to be used in
connection with, and (ii) the provision of services pursuant to, our concession (and if not used, must be returned
to the Federal Government), taking into account that as of the expiration of the concession term of such assets
shall revert to the Federal Government free of charge, we decided to account for them as income in line when
the depreciation of acquisition or construction costs of such assets takes place . Any unused balance, until
applied to the applicable acquisition or construction, is accounted for as a reserve in our shareholders” equity.

In respect of current transfers, we account for them as a reserve in our shareholders' equity and reflecting
them as revenue in the year in which the expenses for which such transfers were made are incurred.

Operation and Administrative Expenses

Our operation costs and marketing and administrative expenses mainly consist of: (i) salaries and social
security contributions, (ii) repair works and maintenance of property, plant and equipment, (iii) consumption
of chemical supplies, (iv) energy and fuel, and (v) taxes, rates and contributions.

Operation and administrative costs are the main components of these expenses and consist mainly of the
costs incurred for drinking water distribution and commercialization and sewage disposal and those related to
the increase of clients to whom our services are supplied. Our administrative costs increase as our number of
users increases as many of our costs, such as our collection services, are linked to the number of users we
reach. Likewise, our personnel costs tend to increase as our number of users grows, in particular as a
consequence of the addition of new municipalities into our concession area.

Income Tax

Pursuant to Section 34 of the 2014 Federal Budget Law No. 26,895, we are exempted from both income
tax and minimum presumed income tax.

In addition, pursuant to the same section 34 of the Federal Budget Law No. 26,895, we were released
from the payment of our debt originated up to the effective date of the mentioned exemption, which became
effective on January, 2014, in connection with income tax and minimum presumed income tax. Such release
includes the principal, penalty interest, additional penalty interest, fines and other penalties in respect of such
taxes, regardless of their status.

Inflation Effects

We have determined that, as of the date of this offering memorandum, the Argentine peso does not qualify
as a currency of a hyperinflationary economy according to Argentine GAAP. In a hyperinflationary economy,
financial information is adjusted by applying a general price index and expressed in the measuring unit (the
hyperinflationary currency) current at the end of the reporting period. Therefore, the audited and the unaudited
financial information for the periods ended December 31, 2016 and 2015, and September 30, 2017 and 2016,
respectively, included herein were not restated in constant currency. During periods of high inflation such as
those recently experienced by Argentina, salaries tend to fall in real terms and as result the Federal Government
maintained a “freeze” on tariff increases in respect of the provision of public services such as those provided
by us. Notwithstanding this, the Federal Government granted substantial salary increases to its employees and
encouraged the private sector to grant similar increases, in many instances above the rate of recorded inflation.
As salaries comprise approximately 45% of our current expenses, such salary increases combined with other
costs that follow inflation that have not been matched by tariff increases resulted in substantial operating losses
that had to be covered by Federal Government transfers. Argentine inflation could therefore affect the
comparability of the different periods presented herein. Furthermore, we cannot give any assurance that the
greater costs generated by inflation will be offset in the future in whole or in part with increases in our tariffs
for the provision of drinking water and sewage services.
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Exchange Rates

Our functional and presentation currency is the peso. Any significant devaluation of the peso, such as the
ones registered in early 2014 and in December 2015, generates an increase in the cost of servicing our foreign
currency denominated debt and certain operation costs (i.e., in respect on imported inputs), and as a result
have an adverse effect on our results. See “Risk Factors — Risks Relating to Argentina - Significant fluctuations
in the value of the peso could negatively affect the Argentine economy and our financial performance”.

The devaluation of the peso had a negative impact on our U.S. dollar denominated debt and on our results
of operations, as all of our revenues are denominated in pesos. Exchange rate differences decreased from
Ps.(1,362.7) million for the year ended December 31, 2015 to Ps.(1,115.9) million for the year ended
December 31, 2016. Such decrease was due to the smaller impact of the devaluation during the year ended
December 31, 2016 compared to the devaluation during the year ended December 31, 2015.

Total Active Relations with Customers and Customer Base Reduction

Pursuant to the Regulatory Framework, tariffs must be aimed to achieve universality of service, i.e. that
all inhabitants within our concession area have access to drinking water and sewage services. In accordance,
our business strategy is focused on increasing our user numbers in order to reach all inhabitants within the
concession area. For more information on the Regulatory Framework, see “Regulatory Framework and
Tariffs” in this offering memorandum. Our total user base was of approximately 3.2 million as of December
31, 2016 and approximately 3.7 million as of December 31, 2017.

Key Business Measures
Average Income per Client

Our results of operations are substantially dependent on the level of our tariffs. According to the tariff
structure contemplated in the Regulatory Framework and in the Binding Instrument users are classified by
category (residential, non-residential and vacant lot). The average bi-monthly invoice per client increased from
Ps.148.04 in December 2015, to Ps.548.93 in December 2016 and to Ps.634.79 in September, 2017.

Key Accounting Policies

This discussion and analysis of our financial condition and results of operations is based upon our audited
financial statements, which have been prepared pursuant to Argentine GAAP issued by the FACPCE, and
approved by the CPCECABA. The preparation of our audited financial statements requires us to make
estimates and judgments that affect the reported amounts of assets, liabilities, revenues and expenses and
related disclosure of contingent assets and liabilities.

Key accounting policies are those that reflect significant judgments, estimates or uncertainties and could
potentially lead to materially different results under different assumptions and conditions. We base our
estimates on historical experience and on various other assumptions that we believe to be reasonable under the
circumstances, the results of which form the basis for making judgments about the carrying values of assets
and liabilities that are not readily apparent from other sources. Existing circumstances and assumptions about
future developments, however, may change due to market changes or circumstances arising beyond our
control. Such changes are reflected in the assumptions when they occur. Therefore, actual results may differ
from these estimates under different assumptions or conditions. These assumptions are reviewed at the end of
each reporting period.

We have described below what we believe are our most critical accounting policies that involve a high
degree of judgment and/or estimates and the methods of their application. For more information on the
accounting policies and the methods used in the preparation of the audited financial statements, see our audited
financial statements included elsewhere herein.

Allowance for Doubtful accounts and Invoice Adjustments
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Our allowance for doubtful accounts and invoice adjustments account are reviewed on a monthly basis
to estimate losses derived from the lack of payment by our clients.

While we have improved collection rates since the commencement of the concession, a provision has been
created to regularize and adjust the valuation of income from services. All past-due receivables over two years
are fully reserved (except for users belonging to federal, provincial or local government).

Value added tax credits

We measure our valued added tax credits at its present value considering its estimated future application
taking into account estimated future tariff increases discounted at market interest rates.

Capital transfers from Federal Government

As capital transfers must be applied to the acquisition and/or construction of assets to be used to the
provision of services under our concession (and if not used, must be returned to the Federal Government),
taking into account that as of the expiration of the concession term the holding of such assets shall revert to
the Federal Government free of charge, we decided to account for them as income in line when the depreciation
of the acquisition or construction costs of said assets takes place. Any unused balance, until applied to the
applicable depreciation of the acquisition or construction costs, is accounted for as a reserve in our
shareholders” equity.

Provisions for Contingencies

In the ordinary course of our business, we are involved in legal, tax and administrative conflicts, in
addition to other contingent risks and/or matters related to the interpretation of applicable laws and regulations
that are contingent on the occurrence or non- occurrence of one or more future events. The outcome of these
claims may have a material impact on our financial condition and results of operations. Factors taken into
account for the calculation of such provision for contingencies are based on estimated amounts according to
the likelihood of their occurrence. If, on evaluating the contingency there is a likelihood of a loss and the
amount may be estimated, it is accounted for as a liability in the provisions item, based on the best possible
estimate of the amount payable. If the potential loss is not likely but is reasonably possible, or is likely but its
amount may not be estimated, the nature of the contingent liability and an estimate of the likelihood of
occurrence are included in as a note to the financial statements. Contingencies deemed to be remote are not
included in our financial statements, unless guarantees are involved. To estimate our contingences, we take
into account the opinion and the information supplied by our legal, human resources and risk management
divisions. Due to the uncertain nature of these matters, these estimates change as available information
becomes available and might result in substantial changes in our financial statements for future periods. As of
December 31, 2016, we had a provision of Ps.888.7 million for pending claims.

Depreciation of Fixed Assets and Intangible Assets

Depreciation of these assets is calculated by the straight-line method, based on the estimated useful life
of each homogeneous group. Such homogeneous groups” useful life may exceed the concession term given
that the assets must return to our main shareholder, the Federal Government (see “Regulatory Framework™).

Results of Operations
Year ended December 31, 2016 as compared to the year ended December 31, 2015
Income from Services

The following table presents a breakdown of our income from services for the years ended December 31,
2016 and 2015:

For the year ended
December 31,

2016 2015 % Change

(in millions of pesos)
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Non-metered service 43553 1,879.7 131.7%

Metered service 3,073.1 1,265.1 142.9%
Debit/credit notes (17.1) 4.4) 288.6%
Total general accrued sales 7,411.3 3,140.4 136.0%
Special services and other sales 131.4 50.1 162.3%
Other charges 1,487.2 718.9 106.9%
Accrued Sales 9,029.9 3,909.4 131.0%
Effect Undersecretary of Water Resources Disposition  (1,126.4) (1,092.8) 3.1%

No. 44/2011, as amended ®

Total 7,903.5 2,816.6 180.6%
Notes:-
(1) Includes non-regulated income (laboratory analysis) for Ps.0.4 million and Ps.0.6 million respectively

(2) Undersecretary of Water Resources Disposition No. 44/2011 fixed the “K” coefficient at 3.7331 and eliminated certain
subsidies passed on to our clients.

Our income from services increased by 180.6% from Ps.2,816.6 million in the year ended December 31,
2015 to Ps.7,903.5 million in the year ended December 31, 2016, including non-metered and metered services,
mainly as a result of the increase in the tariff structure as from January 1, 2016.

Income from non-metered services increased by 131.7% from Ps.1,879.7 million in the year ended
December 31, 2015 to Ps.4,355.3 million in the year ended December 31, 2016. Such increase was due to an
increase in tariffs during the year 2016, a decrease in subsidies and a larger user base.

Income from metered services increased by 142.9% from Ps.1,265.1 million in the year ended December
31,2015 to Ps.3,073.1 million in the year ended December 31, 2016. Such increase was due to an increase in
tariffs during the year 2016, a decrease in subsidies and a larger user base.

Losses from debit/credit notes increased by 288.6% from Ps.4.4 million in the year ended December 31,
2015 to Ps.17.1 million in the year ended December 31, 2016. Such increase was due to an increase in tariffs
during the year 2016 and a decrease in subsidies which resulted in a higher number of claims by our clients,
whose incentives to file claims increase as tariffs increase and subsidies are reduced.

Special services and other sales increased by 162.3% from Ps.50.1 million in the year ended December
31, 2015 to Ps.131.4 million in the year ended December 31, 2016. Such increase was due to an increase in
tariffs pursuant to Disposition No. 62/2016 of the Undersecretary of Water Resources.

Other charges increased 106.9% from Ps.718.9 million in the year ended December 31, 2015 to
Ps.1,487.2 million in the year ended December 31, 2016. Such charges are mainly composed of the “Aporte
Universal Diario,” a fixed fee charged to every client, and charges invoiced to clients who do not provide the
required information in connection with the ownership of the premises where they live.

As a result of the above, accrued sales increased by 131.0% from Ps.3,909.4 million in the year ended
December 31, 2015 to Ps.9,029.9 million in the year ended December 31, 2016.

Losses from the effect of Resolution No.44/2011 of the Undersecretary of Water Resources increased by
3.1% from Ps.1,092.8 million in the year ended December 31, 2015 to Ps.1,126.4 million in the year ended
December 31, 2016. Such change was due to the discounts we are required to grant to certain of our customers
which despite a reduction in 2016 more than offset the revenue resulting from higher tarifts. These discounts
applied to, among others, religious institutions, firefighters and others, and the reimbursement of certain
amounts to La Matanza district users as a result of an injunction.
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Federal Government Transfers

Transfers from the Federal Government in the year ended December 31, 2016 were made in accordance
with the 2016 budget law and included transfers for current expenditure of Ps.5,092.2 million and transfers for
capital expenditures of Ps.8,300 million.

In addition, the Federal Government assigned to us the proceeds from loans from multilateral credit
agencies where the Federal Government is the sole borrower and remains responsible for the servicing and
repayment of such loans in the amount of Ps.2,544.8 million. These include proceeds from loans from Inter-
American Development Bank Loans (2048/OC-AR) and (2613/0C-AR), the Andean Development
Corporation Loans (CFA-8083), (CFA-8591), (CFA-9301), and (Program 44): and the World Bank (7706-
AR) and are included by us as revenue.

Operating Expenses, Marketing and Administrative Expenses

In 2016, our operating expenses, marketing and administrative expenses were mainly composed of (i):
salaries and social security contributions, (ii) repair works and maintenance of property, plant and equipment,
(iii) consumption of chemical supplies, (iv) energy and fuels, and (v) taxes, rates and contributions. Our
operating cost, marketing and administrative expenses increased by 54.8%, from Ps.7,532.5 million in the year
ended December 31, 2015 to Ps.11,658.6 million in the year ended December 31, 2016.

Operating expenses increased by 50.6% from Ps.3,361.1 million in the year ended December 31, 2015 to
Ps.5,061.4 million in the year ended December 31, 2016. This increase was mainly due to the increase in
salaries and social security contributions as a result of salary increases in line with inflation and the increase
in the number of our employees, to the increase in energy and fuels costs and higher consumption of chemical
supplies.

Marketing expenses increased by 52.9% from Ps.739.2 million in the year ended December 31, 2015 to
Ps.1,130.2 million in the year ended December 31, 2016. This increase was due to the increase in salaries and
social security contributions of employees in charge of collection and customer service in line with inflation
and the increase in the number of such employees which was a result of the extension of our concession area
and inclusion of workers previously engaged by concessionaires in the areas we took over from them. In
addition, the provision for doubtful debts and invoice adjustments increased due to the tariff adjustments as
the number of non-paying clients increases when tariffs are raised, as does the size of the delinquent invoices.

Administrative expenses increased by 55.9% from Ps.3,024.4 million in the year ended December
31,2015, to Ps.4,716.4 million in the year ended December 31, 2016. This was due to: (i) increase in salaries
and social security contributions; (ii) increase in repair works and maintenance of property, plant and
equipment; (iii) taxes, rates and contributions; and (iv) third parties’ works and services.

The following table sets out a breakdown of our operating, marketing and administrative expenses for
the years ended December 31, 2016 and 2015:

For the year ended December 31,

2016 2015 % Change

(in millions of pesos)

Salaries and social security contributions 5,289.8 3,626.9 459
Depreciation of fixed assets 539.5 379.3 422
Application of transfers from the Federal (488.1) (369.1) 322
Government and trust depreciation ()

Amortization of intangible assets 42.7 32.6 31.1
Repair works and maintenance of fixed assets ) 1,467.9 1,050.1 39.8
Energy and fuels 806.7 392.9 105.3
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Consumption of chemical supplies

Fees and remuneration for services
Remuneration for directors and auditors
Provision for contingencies

Provision for write-down of materials

Advertising and external institutional
communication

Bank commissions for collections

Third parties” works and services

Rents

Taxes, rates and contributions

Distribution and correspondence

Communications

Reward for retiring personnel

Provision for doubtful debts and invoice adjustments

Other supplies

Other net (income) expense
Other expenses

Total

Notes-:

(1) Includes depreciation of certain works and assets undertaken and held through a trust (terminated on April 23, 2014)
in an amount of Ps.0.4million and Ps.0.4 million for the years ended December 31, 2016 and 2015, respectively.

(2) Includes consumption of materials for Ps.64.5 million and Ps.41.8 million, for the years ended on December 31, 2016

and 2015, respectively.

Expenses for salaries and social security contributions increased by 45.9% to Ps.5,289.8 million in the
year ended December 31, 2016, from Ps.3,626.9 million in the year ended December 31, 2015. This increase
was mainly due to salary increases which were in line with inflation rates for the applicable periods and to a
headcount increase. Overall, salaries subject to collective bargaining increased by 32.7% during the year ended
December 31,2016 compared to an inflation as measured by INDEC of 39.7%. Headcount increase responded
to the expansion into new areas of the concession, including the addition of workers previously engaged by

the previous concessionaires in such areas.

For the year ended December 31,

2016 2015 % Change
(in millions of pesos)

906.5 653.0 38.8

120.7 90.8 32.8

16.8 2.2 652.4

268.7 183.9 46.1

0.3 10.6 (97.0)

50.6 121.9 (58.5)

42.0 24.6 70.9

534.6 408.5 30.9

264.7 82.6 220.4

803.4 389.4 106.3

76.8 49.6 54.8

27.0 14.1 91.2

381.6 203.9 87.2

326.0 103.0 216.6

53.5 33.9 58.1

23.6 (11.6) (303.3)

103.2 59.5 73.7

11,658.6 7,532.5 54.8
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Depreciation of fixed assets increased by 42.2% from Ps.379.3 million in the year ended December 31,
2015 to Ps.539.5 million in the year ended December 31, 2016. This increase was mainly due to additions of
property, plant and equipment as a result of our investment plan.

Amortization of intangible assets increased by 31.1%, to Ps.42.7 million in the year ended December 31,
2016, from Ps.32.6 million in the year ended December 31, 2015. This increase was due to the addition of
intangible assets.

Repair works and maintenance of fixed assets increased by 39.8%, from Ps.1,050.1 million in the year
ended December 31,2015 to Ps.1,467.9 million in the year ended December 31,2016. This was due to a greater
activity and to an increase in prices in line with inflation. Energy and fuels increased by 105.3%, from Ps.392.9
million in 2015 to Ps.806.7 million in 2016. This increase was mainly due to the increase in the cost of
electricity as well as of fuels.

Our consumption of chemical supplies increased by 38.8%, to Ps.906.5 million in the year ended
December 31, 2016, from Ps.653.0 million in the year ended December 31,2015, mainly due to cost of such
supplies being denominated in U.S. dollars, which appreciated against the peso during the year.

Fees and compensations for services received by us from third parties increased by 32.8%, from Ps.90.8
million in the year ended December 31, 2015 to Ps.120.7 million in the year ended December 31, 2016. This
increase was mainly due to higher amounts paid to suppliers for those services, as a result of inflation.

Remuneration for directors and auditors increased by 652.4%, from Ps.2.2 million in 2015 to Ps.16.8
million in 2016. This increase was mainly due to higher amounts paid to our directors and auditors for
performance of their duties, the reasons for such higher amounts being that during the year ended December
31, 2015 we had only three regular board members (two of which waived their compensations as board
members) compared to five board members during the year ended December 31, 2016, all of which received
compensation for their services.

The provision for contingencies increased by 46.1%, from Ps.183.9 million in the year ended December
31, 2015 to Ps.268.7 million in the year ended December 31, 2016. This increase resulted from threatened
claims and/or legal proceedings and other contingent risks and/or matters related to the interpretation of the
applicable law as assessed by our legal advisors.

The provision for write-downs of materials decreased by 97%, from Ps.10.6 million in 2015 to Ps.0.3
million in 2016. This decrease was due to a reversal of inventory.

Advertising and external institutional communication expenses decreased by 58.5%, from Ps.121.9
million in the year ended December 31, 2015 to Ps.50.6 million in the year ended December 31, 2016. Such
decrease was due to the discontinuation of advertising programs.

Bank commissions for collections increased by 70.9%, from Ps.24.6 million in 2015 to Ps.42.0 million
in 2016. This increase was due to the increases in the amount of revenue collected.

Third parties’ works and services increased by 30.9%, from Ps.408.5 million in 2015 to Ps.534.6 million
in 2016. Such increase was mainly due to the increase in prices and activity level.

Rents increased by 220.4%, from Ps.82.6 million in 2015 to Ps.264.7 million in 2016 due to the renewal
and regularization of major lease agreements we are party to.

Taxes, Rates and contributions (i.e. gross income tax, and taxes on debits and credits) increased by
106.3%, from Ps.389.4 million in the year ended December 31, 2015 to Ps.803.4 million in the year ended
December 31, 2016. This increase was due to the increase in the tax base, as our revenue from both tariffs and
federal government transfers increased. Distribution and correspondence costs increased by 54.8% from
Ps.49.6 million in 2015 to Ps.76.8 million in 2016. This increase was due to the increase in prices and the
number of clients. Communication costs increased by 91.2%, from Ps.14.1 million in 2015 to Ps.27.0 million
in 2016. This increase was due to the regularization of contracts and price increases in line with inflation.

The cost of the reward to employees eligible for retirement which is given as a benefit to retiring
employees, increased by 87.2% from Ps.203.9 million in 2015 to Ps.381.6 million in 2016. This increase was
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due to salary increases, new hires and to the introduction of a new bonus for length of service in the collective
bargaining agreement.

The provision for doubtful debts and invoice adjustments increased by 216.6% from Ps.103.0 million in
2015 to Ps.326.0 million in 2016. This increase was due to the tariff increase as we estimate that increases in
tariffs such as those that came into force in the past two years tend to be coupled with an increase in the number
of non-paying clients, plus those clients who were already delinquent in payment are even less likely to re-
start paying after the tariff increase.

The cost of other supplies increased by 58.1%, from Ps.33.9 million in 2015 to Ps.53.5 million in 2016.
This increase was due to price increases. The 73.7% change in other expenses from Ps.59.5 million in 2015 to
Ps.103.2 million in 2016 was due to increase in prices and activity level.

Financial and Holding Results

In the year ended December 31, 2016, we recorded a net financial loss of Ps.904.3 million, as compared
to a net financial loss of Ps.1,627.8 million in 2015. This decrease was mainly due to a reduction of the balance
of foreign currency denominated debt outstanding (i.e., the BNDES loan) and higher interest charged to clients
in connection with delinquent invoices due to the increase in tariffs.

Income before the application of transfers from the Federal Government

In the year ended December 31, 2016, the loss before the application of transfers from the Federal
Government amounted to Ps.4,659.4 million, as compared to Ps.6,343.7 million in the year ended December
31, 2015. This decrease was mainly due to the impact of the tariff increase which grew at a higher percentage
than our costs.

Application of Transfers from the Federal Government

In the year ended December 31, 2016, the application of transfers from the Federal Government for
current expenses amounted to Ps.5,092.2 million, as compared to Ps.3,000 million in the year ended
December 31, 2015. Transfers from the Federal Government for current expenditures are non-refundable.

Net Income (Loss) for the Year

For the reasons stated above, we recorded net income of Ps.432.8 million in the year ended December
31, 2016 as compared to a Ps.3,343.7 million loss recorded in the year ended December 31, 2015.

Source and Use of Funds

The following table shows our cash flow movements for the years ended December 31, 2016 and 2015:

For the year Ended
December 31,

2016 2015

(In millions of pesos)
Cash at beginning of year (V) 109.9 970.0
Cash at year end 2,4253 109.9
Net cash flow generated by (5,380.0) (4,978.8)
(used in) operating activities
Net cash flow generated by (8,142.3) (5,596.1)
(used in) investment activities
Net cash flow generated by 15,837.7 9,714.8
(used in) financing activities
Net cash increase (decrease) 2,315.4 (860.1)

Note:-

(1) Includes cash and Banks plus temporary investments.
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Net cash increase

During the years ended December 31, 2016 and 2015, funds originating in operations amounted to a
Ps.2,315.4 million inflow and a Ps.(860.1) million outflow, respectively. This reversal was mainly due to the
increase in revenue during such years, mainly resulting from tariff and federal government transfer increases.

Net cash flow generated by (used in) Operating Activities

During the year ended December 31, 2016, funds used in operating activities increased from Ps. (4,978.8)
million registered in the year ended December 31, 2015 to Ps.(5,380.0) million, mainly due to an increase of
net expenses.

Net cash flow generated by (used in) Investment Activities

During the year ended December 31, 2016, funds used in investment activities increased by 45.5% as
compared to 2015 from Ps. (5,596.1) million to Ps. (8,142.3) million as we substantially stepped up our
investment program..

Net cash flow generated by (used in) financing activities

Net cash flow generated by (used in) financing activities increased to Ps.15,837.7 million during the year
ended December 31, 2016, mainly due to transfers from the Federal Government amounting to Ps.15,937.1
million for capital expenditures and financing of works. The amounts used for works financing are not
reimbursable.

Net cash flow generated by (used in) financing activities amounted to Ps.9,714.8 million during the year
ended December 31, 2015, mainly due to the transfers from the Federal Government and assignment by the
Federal Government of proceeds from multilateral loans which amounted to Ps.8,808.1 million.

Recent results (unaudited)

We have not prepared any financial statement for any period or as of any date after December 31, 2016.
However, we have included in this offering memorandum certain limited financial information for the nine
months ended September 30, 2017 and 2016 but our independent auditors, Bértora, have not performed a
limited review for such periods. The information set forth below was prepared based upon a number of
assumptions, estimates and business decisions that are inherently subject to significant business and economic
conditions and contingencies, many of which are beyond our control. This limited financial information is not
meant to be a comprehensive statement of our unaudited financial results for these periods and our actual
results may differ from these estimates.

Sources of Financing
We have historically relied on income from tariffs, transfers from the Federal Government and, to a more
limited extent, third party financing as sources of funds. The following table shows our income derived from

tariffs and transfers received from the Federal Government during the years ended December 31, 2016 and
2015.

For the year ended December 31,

2016 2015
(In millions of Ps.)
Income from services 7,903.5 2,816.6
Transfers from the Federal Government () 15,937.1 8,808.1

Note:-

(1) Includes capital and current transfers.

Debt
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As of December 31, 2016, our outstanding debt amounted to Ps.3,601.9 million. The following table sets
out a breakdown of our debt as of December 31, 2016

Loans:
(In millions of Ps.)

Current:

ANSES Loan 164.9

BNDES Loan 1,000.2

Subtotal 1,165.1

Non Current:

ANSES Loan 167.2

BNDES Loan 2,269.6

Subtotal 2.436.8

TOTAL 3.601.9
ANSES Loan

On December 3, 2007, we and the ANSES entered into a loan agreement for Ps.890 million to be used
for works in the Parana de las Palmas and Berazategui purifying plants. The loan is denominated in pesos, has
a maturity of 10 years with a 2-year grace period for principal and bears interest at the BADLAR rate plus 300
basis points per year. The ANSES loan is secured by a portion of our receivables generated in connection
with payments made by American Express credit cards. Pursuant to the terms of such loan, one sixth of all
invoices paid using American Express cards is deposited into an account to be utilized for the payment of
principal, and two business days prior to any interest payment date the full interest service amount due on such
interest payment date must be deposited in the interest payment account. With respect to payments of interest,
at the beginning of each interest period, we must inform the collateral agent under the agreement the amounts
collected through American Express cards to be withheld by such agent, provided that two business days prior
to any interest payment date the full interest service amount due on such interest payment date must be
deposited in the interest payment account. All sums collected through American Express cards in excess of
the amounts described above are released to us.

On January 7, 2008 ANSES made a first disbursement of Ps.590 million into an escrow account pending
our fulfilment of certain conditions precedent. While in escrow, the borrowed disbursement accrued no
interest. Funds were deposited in a specific account with Banco Nacion and interest was capitalized from time
to time, therefore the aggregate amount of the first tranche once the funds were made available amounted to
Ps.624 million.

On August 21, 2008, the former Ministry of Federal Planning, Public Investment and Services approved
through Resolution No. 776 the loan agreement entered into by ANSES and us.

On September 26, 2008, ANSES informed Banco Nacion through a note that AySA had met the
conditions precedent for the release of the funds under the loan agreement.

On April 7, 2009, ANSES made a second disbursement of Ps.266 million, which was deposited in the
trust account, thus completing the Ps 890 million of the credit line.

By the end of 2010 all funds disbursed by ANSES had been used.

The financing debt balance as of December 31, 2016 amounted to Ps. 332 million, including accrued
interest.

During 2016 Ps.265 million were paid as debt service under this loan agreement, with transfers from the
Federal Government, Ps.146 million of which were for principal and Ps.119 million for interest.

BNDES Loan
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In 2008, we entered into a loan agreement with BNDES, Brazil’s development bank. The following are
the main terms of the loan agreement:

(1) Aggregate amount of up to U.S.$370 million for the financing of the construction of the Parana de las

Palmas and Berazategui purifying plants).

(2) Currency: US dollars.

(3) Interest rate: 5 year LIBOR plus 259 basis points margin per year.

(4) Export credit insurance: 1.6% on each disbursement.

(5) Maturity: 12 years plus a grace period for principal equal to the works execution term.

This financing falls within the framework of the Agreement on Reciprocal Payments and Loans entered
into by Argentina and Brazil (CCR) which allows for reciprocal set-offs between Argentina’s and Brazil’s
central banks of payments made in export and import transactions. Pursuant to such system exporters get paid
by their commercial banks upon presentment of the respective bill of lading and the exporter’s commercial
bank gets in turn paid by the respective country’s central bank who in turn gets paid by the importer’s central
bank who collects from the importer’s commercial bank, who finally collects from the importer.

During 2016 service of BNDES debt, including principal, interest and Banco Nacion expenses amounted
to Ps.950 million, financed through transfers from the Federal Government, with the outstanding amount of
principal and interest amounting to Ps.3,269.8 million as of December 31, 2016.

The following table shows the principal amortization schedule for the ANSES and BNDES loans as of
December 31, 2016:

Year ending December 31

2017 2018 2019 2020-2022
(in millions of pesos)
ANSES H® 146 146 21 -
BNDES )3 39 39 39 65
Notes:-

(1) The table above does not include interest payments under the loans.
(2) Denominated in millions of pesos.
(3) Denominated in millions of U.S. dollars.

Financing through Multilateral Loan Agencies

The Federal Government, our main shareholder, has assigned to us the proceeds from certain loans it has
entered into with multilateral loan agencies, such as the InterAmerican Development Bank, Andean
Development Corporation, and the World Bank. All payments under such loans are made by and are the
responsibility of the Federal Government.

Income from Services

The following table presents a breakdown of our income from services for the nine-month periods ended
September 30, 2017 and 2016:

For the nine-month period ended September 30,
2017 2016 % Change
(in millions of pesos)
Non-metered service 4,563.7 2,945.7 54.9

Metered service 3,363.8 2,116.4 58.9
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Debit/credit notes (22.7) 8.2) 176.8

Total General Accrued Sales 7,904.7 5,053.9 56.4
Special Services and Other Sales 141.3 86.3 63.7
Other charges 1,505.7 1,024.5 47.0
Accrued Sales 9,551.7 6,164.6 54.9
Effect Undersecretary of Water (840.4) (856.2) 1.8
Resources Disposition No. 44/2011, as

amended

Total 8,711.3 5,308.4 64.1

Our income from services increased by 64.1% from Ps.5,308.4 million for the nine-month period ended
September 30, 2016 to Ps.8,711.3 million for the nine-month period ended September 30, 2017, including
non-metered and metered services, mainly as a result of the increase in the tariff structure by 216.6% as of
April, 2016 and 23% as of May, 2017.

Income from non-metered services increased by 54.9% from Ps.2,945.7 million for the nine-month period
ended September 30, 2016 million to Ps.4,563.7 million for the nine-month period ended September 30, 2017.
Such increase was due to the increase in tariffs, a decrease in subsidies and a larger user base.

Income from metered services increased by 58.9% from Ps.2,116.4 million for the nine-month period
ended September 30, 2016 to Ps.3,363.8 million for the nine-month period ended September 30, 2017. Such
increase was due to the increase in tariffs, a decrease in subsidies and a larger user base.

Losses from debit/credit notes increased by 176.8% from Ps.8.2 million for the nine-month period ended
September 30, 2016 to Ps.22.7 million for the nine-month period ended September 30, 2017. Such increase
was due to an increase in tariffs during the nine-month period ended September 30, 2017 and a decrease in
subsidies which resulted in a higher number of claims by our clients, whose incentives to file claims increase
as tariffs increase and subsidies are reduced.

Special services and other sales increased by 63.7% from Ps.86.3 million for the nine-month period ended
September 30, 2016 to Ps.141.3 million for the nine-month period ended September 30, 2017. Such increase
was due to the impact of the increase in prices pursuant to Resolution No. 62/2016 of the Undersecretary of
Water Resources.

Other charges increased by 47% from Ps.1,024.5 million for the nine-month period ended September 30,
2016 to Ps.1,505.7 million for the nine-month period ended September 30, 2017. Such charges are mainly
composed by: the “Aporte Universal Diario” (a fixed fee charged to every user) and charges invoiced to clients
who do not provide the required information in connection with the ownership of the premises where they
live.

Accrued sales increased by 54.9% from Ps.6,164.6 million for the nine-month period ended September
30, 2016 to Ps.9,551.7 million for the nine-month period ended September 30, 2017. Such increase was due
to the reasons explained above.

Losses from the effect of Resolution No.44/2011 of the Undersecretary of Water Resources decreased by
1.8% from Ps.856.2 million for the nine-month period ended September 30, 2016 to Ps.840.4 million for the
nine-month period ended September 30, 2017. Such change was due to the discounts we are required to grant
to certain of our customers, such as religious institutions, firefighters and others and reimbursement of certain
amounts to La Matanza district clients as a result of an injunction.

The following table shows a breakdown of transfers accrued from the Federal Government for the nine-
month periods ended September 30, 2017 and September 30, 2016:
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Transfers from the Federal Government
(In millions of pesos)

Nine-month Current
period ended  Capital Transfers " Total
Transfers
September
2016 6,600.0 4,541.9 11,141.9
2017 9,221.1 - 9,221.1

Capital transfers received from the Federal Government increased by 39.7% from Ps.6,600.0 million for
the nine-month period ended September 30, 2016 million to Ps.9,221.1 million for the nine-month period
ended September 30, 2017. Such increase was due to an increase in inflation which required the Federal
Government to increase its transfers to us in order to reach the same outcome, in real terms, as it did during
the previous period, and due to higher levels of investment.

Current transfers received from the Federal Government decreased from Ps.4,541.9 million for the nine-
month period ended September 30, 2016 million to none for the nine-month period ended September 30,2017.
Such elimination of current transfers was the result of the increase in tariffs and a reduction in the level of
subsidies that we grant to our users.

Salaries and Social Contributions

Salaries and social security contributions increased by 44% to Ps.5,572.3 million for the nine-month
period ended September 30, 2017, from Ps.3,869.1 million for the nine-month period ended September 30,
2016. This increase was mainly due to salary increases which were in line with inflation rates for the applicable
periods and to a headcount increase. Headcount increase responds to the expansion into new areas of our
concession, including the incorporation of workers previously engaged by the previous concessionaires in such
areas.

Loans and Financings

The amount owed under the ANSES loan decreased from Ps.353.4 million at September 30, 2016 to
Ps.198.1 million at September 30, 2017 due to re-payments of capital. The principal amount owed under our
BNDES loan decreased from Ps.3,880.4 million at September 30, 2016 to Ps.2,958.3 million at September 30,
2017 due to re-payments of capital that more than offset the effect of devaluation as this loan is denominated
in U.S. dollars.
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BUSINESS

Overview

AySA has the exclusive concession for the provision of drinking water and sewage services in the City
of Buenos Aires and 25 districts in the Greater Buenos Aires Area in Argentina.

Our History

The beginning of our concession dates back to 1912 when Obras Sanitarias de la Nacion (“OSN”), the
State-owned company engaged in delivering drinking water and sewage services was created. OSN was
created to develop, build and manage infrastructure to ensure water supply within Argentina. By 1922 OSN
already provided services to approximately 1.7 million people.

AySA was created pursuant to Decree No0.304/2006 of the Argentine Executive Branch on March 21,
2006 subsequently ratified by the Argentine Congress through Law No. 26,100. This followed the termination
of the concession held until then by a private sector operator, Aguas Argentinas for the delivery of drinking
water and sewage services within the City of Buenos Aires and certain districts of the Greater Buenos Aires
Area.

Aguas Argentinas had been awarded such concession as a result of an international public tender called
for by the Federal Government pursuant to Law No. 23,696 (known as the State Reform Law and which served
as the legal basis for the privatization process that took place in Argentina in the early 1990s. On May 1, 1993,
Aguas Argentinas took over the whole operations which, until that time, had been carried out by OSN.

The concession agreement entered into between the Federal Government and Aguas Argentinas was
subject to ongoing changes and was finally terminated through Decree No.303/2006, whereby the Federal
Government terminated the agreement. Such early termination was decided by the Federal Government prior
to AySA’s creation.

AySA was incorporated as a corporation (sociedad andénima) pursuant to the Argentine Corporations
Law, but subject to certain conditions that grant it a special legal status. In this regard, Executive Decree
No0.304/2006 also provided that 90% of AySA’s shares would be owned by the Federal Government while the
remaining 10% would belong to OSN’s former employees and AySA workers who joined the Employee Stock
Ownership Plan.

Subsequently, by way of Decree No. 373/2006 - also ratified by Law No. 26,100 - the Executive Branch
amended the law that had created AySA, in that it established that the Federal Government’s shares would be
non-transferable and that its percentage ownership could not be changed by any corporate action. Therefore,
unlike other companies (including other sociedades anonimas), AySA is a necessarily state-owned company
and such status may only be changed by the enactment of another law by the Argentine Congress.

Pursuant to Section 105 of the Federal Government’s budget Law No. 27,431 for the year 2018, as from
January 1, 2018, AySA will no longer be subject to the Federal budget preparation regime applicable to
companies owned by the Federal Government or with a majority of its capital stock owned by the Federal
Government. However, AySA will remain subject to the same internal and external controls to which it was
subject prior to the enactment of Law No. 27,431.

Business Strategy

Our main strategic goal is to achieve 100% coverage in the provision of drinking water and sewage
services within our concession area, allowing the entire population living in our concession area to benefit
from our services thus promoting social inclusion and economic development.

We intend to achieve that goal by aggressively investing in expanding and upgrading our infrastructure
so as to be able to reach the sectors of the population within our concession area we currently do not serve.
We estimate that as of the date of this offering memorandum, approximately 4.1 million and 7.3 million
inhabitants lack access to drinking water and sewage services, respectively within our concession area. Our
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corporate objective is aligned with the current Federal administration’s key pillar of reducing poverty levels
in Argentina and, in particular, in the Greater Buenos Aires Area.

We expect to continue relying on the support of the Federal Government, that provided us with
approximately two thirds of our total revenues in 2016 but to increasingly benefit from higher collections from
customers, as our tariffs have been adjusted after over 15 years without any such increases despite substantial
increases in our cost of operations.

AySA’s Strengths
Our main strengths include:
(1) 90% of our share capital is owned by the Federal Government;

(2) the availability of a high volume of fresh water supply due to our proximity to the “de la Plata” and
the “Parana” rivers;

(3) our large scale operations;

(4) having the exclusive concession over the area where we provide water and sewage services;
(5) an infrastructure design which we believe allows for the efficient provision of our services;
(6) being a corporation, which we believe allows us to be agile and flexible; and

(7) what we believe to be a good relationship with the single trade union to which substantially all of
our employees belong and who supports our strategy.

Regulatory Framework

On February 28, 2007, the Argentine Congress enacted Law No. 26,221, approving the Regulatory
Framework. The Regulatory Framework governs all aspects of drinking water distribution and sewage
treatment.

The Regulatory Framework establishes the quality standards that we are required to meet, the service
conditions, our obligations and the powers vested upon the applicable regulatory authorities. The specific
aspects inherent to the concession are not governed by the Regulatory Framework, but rather by a separate
agreement between the Federal Government and us, ratified by Resolution No.170 of the former Ministry of
Federal Planning, Public Investment and Services on February 23, 2010, pursuant to which the concession
term was set at 20 years, as from March 21, 2006 and expiring on March 21, 2026, and renewable by mutual
agreement. For further details about the Regulatory Framework and the agreement, see ‘“Regulatory
Framework and Tariffs.”

The Concession
Concession Area

The total area of the concession awarded to us extends along approximately 2,949 square-kilometers,
covering the City of Buenos Aires, and 25 districts or municipalities surrounding the Greater Buenos Aires
Area within the Province of Buenos Aires.

Our concession is divided into five regions: Capital, Southeast, Southwest, North, and West. The
following map shows our concession area:
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AySA's CONCESSION
AREA

Rivar Plata

h

REPUBLIC OF ARGENTINA

Clients

We provide drinking water, sewage and related services, such as interconnection and bulk sales of water,
to approximately 13.5 million people. As of September 30, 2017, we had 3.5 million clients (legal entities
and/or individuals who are billed for our services), while as of September 30, 2016 we had a total of 3.2 million
clients.

The following table shows the evolution in the number of clients of our services since we were awarded
the concession until September 30, 2017:
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The following table shows the incorporation of districts, employees incorporated from such districts, and
clients incorporated from such districts during the years ended December 31, 2016 and 2015 and during the
nine-month period ended September 30, 2017.

Districts Clients Employees
Escobar 12,241 16
San Miguel 73,748 33
Presidente Peron 21,112 14
Moreno 61,130 100
Merlo
83,121 50

Florencio Varela
(expansion) 90,677 82

The following illustration shows the distribution by region of clients who are billed for our services as of
September 30, 2017.

Clients Large scale clients
West Region ) ——% (13,842)
743,909 Capital
o Region
AL 1,434,830
® Capital
South West #hore
1 = Sudeste
Regl on o u Sudoeste
392,614 = =
South East Region
404,839 North Region
= 511,045

Source:- Company
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Services

We are engaged in the provision of drinking water, wastewater treatment and sewage and supplementary
or special services, such as interconnection works and bulk sales of water, through a comprehensive network
covering the entire water cycle, seeking to maximize efficiency and pursuing a sustainable management
approach.

We invoice our clients for the full tariff applicable to each to type of client. However, our invoices are
discounted, as required by our Regulatory Framework, and clients only pay the discounted amount. The
following table shows a breakdown of our sales accrued for each of the services we provide during the years
ended December 31, 2016 and 2015 as well as the subsidies granted by the Federal Government and passed
by AySA onto clients, and sales, net of subsidies, accrued during such periods:

Fiscal years ended ®
December 31,

2016 2015
(In millions of U.S.$) (In millions of Ps.)
Accrued sales
Revenues from water supply and sewer services 5347 8,495.8 3,582.9
Revenues from water Service........ccooveverevennenne. 359 570.9 267.4
Revenues from sewer Service ..........cceeeverevennenne. 5.6 89.5 349
Revenues from general services ..........c..cco....... (11.9)  (189.8) (32.4)
Revenues from special services.........c.ccoveennenee. 8.2 130.8 49.9
Other..c.eiiiiiieiieeeee e “4.2) (67.2) 6.7
Accrued sales................cooovveiiiiiiiiiii e, 568.3 9,030.0 3,909.4
Service subsidies
Subsidy on water and sewer services................. (57.8) (919.0) (953.8)
Subsidy on water SErvice .......ocevvevrerrerrerresrenenn. (9.6) (153.2) (123.0)
Subsidy on SEWEr SeTVICe.......ccceevverrereereereenenn (1.3) (21.0) (14.0)
Subsidy on overall SErvices ..........cocerveerereennen. 0.5 8.1 7.8
Subsidy on special SEervices .........coccevveeriruenen. (2.6) (41.4) (10.8)
Other ..ot - 1
Total accrued subsidies...............c..cccoveeeiinennn. (70.9) (1,126.5) (1,092.8)
Accrued sales, net of subsidies
Revenues from water supply and sewer services 476.8 7,576.8 2,629.1
Revenues from water supply service ................. 26.3 417.7 144.4
Revenues from sewer Service ........c.cceceeveeennenne. 43 68.5 20.9
Revenues from general services .............c.c........ (11.4) (181.7) (24.6)
Revenues from special services...............ccouu...... 5.6 89.4 39.1
OheT ... (4.2) (67.2) 7.7
Accrued sales, net of subsidies............................ 4974  7,903.5 2,816.6

87



Notes:-
(1) The term refers to subsidies passed onto clients as a percentage discount on invoices issued to them.

The following table shows our total gross revenues, service subsidies passed onto users, and net revenues
earned by us for the years ended December 31, 2016 and 2015:

9-month period ended Fiscal years ended
September 30, December 31,

(In millions  (In millions  (In millions

of U.S.9) of Ps.) of U.S.9) (In millions of Ps.)
2017 2017 2016 2016 2015
Accrued sales revenues ..........c..ooveene... 551.8 9,551.7 568.3 9,030.0 3,909.4
Service subsidies™ ... (48.5) (840.4) (70.9) (1,126.5) (1,092.8)
Net revenues® 503.3 8,711.3 4974 7,903.5 2,816.6

Notes: —
(1) The term refers to subsidies passed onto users as a percentage discount on invoices issued to them.
(2) Accrued revenues include surcharges on arrears and previous years adjustments.

The following chart shows a breakdown of our net revenue during the years ended December 31, 2016
and 2015.

Net Revenue Composition - Subsidy
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10%

0%

2015 2016

@ Subsidies mGross Revenue

Source:— Company.

The following chart shows the composition of the transfers we received from the Federal Government
during the years ended December 31, 2016 and 2015.
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Federal Goverment Transfers Composition
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As capital transfers must be applied to (i) the acquisition and/or construction of assets to be used in
connection with, and (ii) the provision of services pursuant to, our concession (and if not used, must be returned
to the Federal Government), taking into account that as of the expiration of the concession term of such assets
shall revert to the Federal Government free of charge, we decided to account for them as income in line when
the depreciation of acquisition or construction costs of such assets takes place . Any unused balance, until
applied to the applicable acquisition or construction, is accounted for as a reserve in our shareholders” equity.

In respect of current transfers, we account for them as a reserve in our shareholders' equity and reflect
them as revenue in the year in which the expenses for which such transfers were made are incurred.

Drinking water

The provision of drinking water services involves the intake of raw water - that is, water in its natural
state - its purification, transport and distribution for consumption. Our water purification network extends
across 22,471 km of pipelines, serving over 10.2 million people.

We rely mainly on two water sources: surface water (from the de la Plata and Parana rivers) and
underground aquifers. We collect water through collection towers, from where water is transported to
treatment facilities where it is treated and filtered. Once purified, water is distributed and/or stored for future
distribution.

The following graph shows our water purification process.
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Distribution

Our total water production for the year ended December 31, 2016 amounted to 1,913.3 million cubic
meters (approximately 5.2 million cubic meters per day), while our total water production for the year ended
December 31, 2015 amounted to 1,943.7 million cubic meters.

We classify our water production and purification facilities into: (i) surface water purification facilities
where river water collected from intake towers that flows into treatment and filtration facilities, and (ii)
underground water production facilities, where water is retrieved from wells, whether individually or in
batteries of wells and is then treated through reverse osmosis, ion exchange and adsorption processes, as
applicable, to remove contaminating elements.

As of December 31, 2016, we had the following treatment facilities for water purification: 368 wells
(including operative one and reserves), three surface water treatment plants, six ion exchange facilities, one
adsorption facility, and two reverse osmosis facilities.

Our surface purification facilities include the General San Martin Plant, which serves the residents of the
City of Buenos Aires and the municipalities of San Isidro, Vicente Lopez, San Martin, Tres de Febrero, Moron,
Ituzaingo6, Hurlingham and a section of La Matanza, in the Greater Buenos Aires Area; the General Belgrano
Plant, which serves the residents of the municipalities of Quilmes, Lants, Avellaneda, Lomas de Zamora, a
section of Esteban Echeverria (9 de Abril) and Almirante Brown, to the South of the Greater Buenos Aires
Area, La Matanza, to the West of the Greater Buenos Aires Area and certain neighborhoods of the City of
Buenos Aires, including Constitucion, Caballito and Floresta, and the Juan Manuel de Rosas Plant, which
serves the residents of the municipalities of Tigre and San Fernando. We also provide services to the districts
of Ezeiza, José C. Paz, Moreno, Merlo, Malvinas Argentinas, San Miguel, Escobar, Presidente Perén and
Ituzaingo.

The following table provides selected information about each of our surface purification facilities:

Estimated
Production
Plant Location Area (in Inaugurated éa ';c.‘ number of
i i .
hectares) in pacity beneficiary
(m3/d)
recipients
Palermo, City of
General San Martin Buenos Aires 28.5 1913 3,100,000 5,500,000
Tigre, Province
Juan Manuel de Rosas of Buenos Aires 15 2013 600,000 2,000,000
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Available Current

capacity: recipients:
220,000 445,500
Bernal, Province
General Belgrano of Buenos Aires 36 1978 1,900,000 3,400,000
Total 5,220,000 9,345,500

Sewage service

This service involves the collection, lifting, transport and treatment of wastewater generated within the
concession area - including industrial sewage permitted to be poured into the sewer system - for the subsequent
disposal into receiving waters under the conditions required by applicable laws and regulations. Our
wastewater treatment network extends across 14,800 kilometers of pipelines serving a concession area of
around 2,949 square kilometers and supplies over 7.9 million people.

Wastewater is drained by gravity from the residential network, where it is pump-lifted to larger pipes.
Then, wastewater is transported to facilities to undergo pre-treatment or treatment before being disposed of in
the receiving rivers.

The following diagram illustrates our water treatment process:

Water treatment facilities are comprised of purification and pumping plants. Wastewater from the sewer
network undergoes treatment at water treatment plants. Sewage is processed and then disposed of into the
receiving waters (the de la Plata, Reconquista and Matanza rivers) pursuant to legal standards. The wastewater
treatment process seeks to remove gross solid materials (such as urban solid waste from households) as well
as fat and organic matter (found in particles and dissolved). The stages of each process vary according to the
biological treatment being performed.

In addition, pumps lift wastewater from micro-watersheds to larger pipes of the sewer network, from
where they flow into a purification plant for treatment.

Our facilities include 163 minor pumping plants, the Boca Barracas pumping plant, the Wilde pumping
plant, and 18 wastewater treatment plants.

The following table provides selected information about each of our wastewater treatment plants:
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Estimated

Area (in Treat t
Plant Location Opened in reatmen number of
hectares) (m3/d) recipients
Berazategui (pre-treatment Berazategui, 16 2014 2,332,800 8,000,000
plant) Province of
Del Bicentenario Buenos Aires
Lanus Lanus, Province 5.2 2016 23,328 90,000
of Buenos Aires
Fiorito Lomas de 10.9 | Commissioning 77,760 270,000
Zamora, has not yet
Province of occurred.
Buenos Aires
Norte Module 1 San Fernando, 16 1999 66,444 600,000
Province of
Module II Buenos Aires 2014 77,460
Sudoeste Module I La Matanza, 14 1972 160,000 870,000
Province of
Module II . 2013 77,760
Buenos Aires
El Jagtiel Module I Esteban 16 1983 8,700 180,000
Echeverria,
Module IT Province of 2013 40,000
Buenos Aires
Hurlingham Hurlingham, 35 2010 28,512 135,000
Province of
Buenos Aires
Barrio Uno Ezeiza, 0.2 Service 1,700 5,000
Province of Takeover: 2003
Buenos Aires
Santa Catalina Ezeiza, 0.5 Service 17,280 50,000
Province of Takeover: 2009
Buenos Aires
Escobar Escobar, 2 Service 6,480 30,600
Province of Takeover:
Buenos Aires November 2016
Garin Escobar, 0.15 Service 1,200 6,000
Province of Takeover:
Buenos Aires November 2016
Bella Vista San Miguel, 5 Service 36,000 170,300
Province of Takeover:
Buenos Aires December 2016
Guernica Guernica, 2 Service 6,000 28,400
Province of Takeover:
Buenos Aires February 2017
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Merlo - Ferrari Merlo, Province 4.5 Service 34,560 163,500
of Buenos Aires Takeover: May
2017

Merlo - Norte Merlo, Province 7.13 Service 24,000 80,000
of Buenos Aires Takeover: May
2017

Moreno - Catonas Moreno, 9 Service 34,560 163,500
Province of Takeover:
Buenos Aires March 2017

Moreno-Paso del Rey Moreno, 4.5 Service 24,000 113,600
Province of Takeover:
Buenos Aires March 2017

Florencio Varela Florencio 0.9 Service 4,860 18,000
Varela Takeover:

Total 3,083,404 10,968,900

During the year ended December 31, 2016, the pumped volume across all wastewater treatment facilities
amounted to 1,023.5 million cubic meters. The total volume of sewage biologically treated at wastewater
treatment facilities in 2016 was 147.3 million cubic meters, while the volume of pre-treated sewage was 674.8
million cubic meters, therefore, the percentage of treated wastewater was approximately 81%.

Major Completed Works and Major Projects
Drinking Water

Our main works and projects in connection with the provision of drinking water services are the
construction of our Juan Manuel de Rosas Potabilization Plant and the works to be performed in the Bernal
System.

Juan Manuel de Rosas Plant and new North Underground River

The new Juan Manuel de Rosas Plant, which takes water from the Parand river for its potabilization,
along with the construction of a new North Underground river of treated water will allow to improve and
expand the drinking water service to reach approximately 2.5 million residents in the Malvinas Argentinas,
José C. Paz, San Miguel, Moreno and Merlo districts under the Greater Buenos Aires Area, which have been
recently transferred to us. The Juan Manuel de Rosas Plant is at an approximately 95% completion stage.

The construction of the new North Underground river is at project stage. The project consists of the
construction of a treated water aqueduct of approximately 50km long and a diameter of 4,000 and 3,000
millimeters from Tigre up to Merlo, in the Province of Buenos Aires, counting with 3 new Elevation Stations.
This project will require civil and electromechanical works in an approximate amount of Ps.18,000 million
(VAT excluded).

Bernal System

The set of works planned for the Bernal System will allow to develop our expansion in the districts of
Esteban Echeverria, Almirante Brown, Lomas de Zamora, Ezeiza and La Matanza of the Greater Buenos Aires
Area. Such works will benefit approximately 2.5 million residents, and consist on: a new intake of unprocessed
water in the Rio de la Plata, the expansion of the existing Bernal Water Treatment Plant, and a new
underground river of treated water.

Transportation of treated water will be effected through the construction of a new South Underground
river approximately 22 km long with an internal diameter of 2900 millimeters, to be made in two sections and
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with two pumping stations. The table below shows the stage of each project and their estimated cost. The
works are partially financed by CAF (Andean Finance Corporation) through a loan to the Federal Government.

Bernal System

Stage Cost (VAT excluded) in
millions of Ps.

Bernal New Intake Under design 6,000
Expansion of Bernal Plant Contracted 2,200
South Underground River

(Section 1) Contracted 2,900
South Underground River

(Section 2) Contracted 2,900
Total 14,000

Sewage

Our main works and projects in connection with the provision of sewage services are the works to be
performed in the Riachuelo System, Berazategui System, construction of the Coastal Collector, the Laferrere
Plant and the Lujan/Escobar Plant.

Riachuelo System

The set of works to be performed in the Riachuelo System will allow us to relieve the capacity of the
existing Riachuelo — Wilde main sewage pipes, which currently conduct the sewage to our Berazategui plant.
Works in the Riachuelo System will also allow the processing of sewage from the expansion of our services
into the districts of Avellaneda, Lantis, Lomas de Zamora and Almirante Brown of the Greater Buenos Aires
Area. Works to be done in the Riachuelo system include building a collection tunnel of approximately 15 km,
parallel to the Riachuelo river. The new “Colector Margen Izquierda” will allow the proper drainage of sewage
including overflow spills in drought weather. The collector will reach a Primary Plant in Dock Sud, which will
be completed with a Pumping Station and an Emissary approximately 12 km long into the Rio de la Plata, that
will disperse the pretreated sewage and complete the treatment.

The table below shows the stage each of these projects are in and their estimated cost. The works are
partially financed by the World Bank:

Riachuelo System

Stage Cost (VAT excluded) in
millions of Ps.

Colector Margen Izquierda
and Desvio Colector Baja
Costanera Under construction 1,900

Pretreatment plant, Intake

station and Pumping Station Under construction 2,400
Emissary and Diffusers Under construction 2,200
Total 6,500

Berazategui System

The set of works performed and to be performed in the Berazategui system include the construction of
the Berazategui Plant which has been finished, construction of a pumping station for an amount of Ps.700
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million (VAT excluded) and the construction of the Berazategui Emissary for an amount of Ps.4,000 million
(VAT excluded) and which is at a project stage.

Coastal Collector

The construction of the Coastal Collector will provide relief of the North sewage system of the districts
of Tigre, San Fernando, San Isidro and Vicente Lopez, of the Greater Buenos Aires Area and the collection of
sewage overflow spills in drought weather. These works are at a project stage and will require an investment
of Ps.6,000 million (VAT excluded).

Laferrere Plant

The Laferrere Plant project includes the construction of the first module of the new Sewage Treatment
Plant, to receive the sewage of 450,000 residents corresponding to the expansion of the sewage service in La
Matanza district and part of the Merlo district of the Greater Buenos Aires Area.

Lujan/Escobar Plant

The project will allow us to process sewage for 1.2 million residents in the districts of Escobar and Pilar
in the Province of Buenos Aires. This project includes the construction of a new sewage treatment plant.

Safety record

We have not had any major accidents since the start of the concession. The following table shows our
safety performance for the years ended December 31, 2016, 2015, and 2014 and for the nine months ended
September 30, 2017.

Safety Record
Nine months
ended September
Year ended December 31, 30,
2014 2015 2016 2017

Work related
accidents 118 129 95 82
Aggregate  days
lost by individuals
due to accidents 3,984 4,637 3,514 3,036

In 2017, an employee of a third-party contractor died as a result of a work accident while working for us.
Although such employee was not our employee, following such accident we were required to enroll in a work-
related death prevention program which requires us to closely supervise our third-party contractors when
undertaking certain activities.

Procurement and Bidding Processes

Pursuant to Chapter X1.6 of our Binding Instrument, all contracts for the provision of goods, services
including the engagement of contractors for the development and execution of construction projects must be
conducted through competitive bidding processes or alternate similar methods that ensure price competition.

Chapter XIII of Law No. 26,221, of our regulatory framework, requires that we give priority to Argentine
bidders and components when hiring services and/or acquiring goods. Further, Law No. 26,221 requires that
we design and implement procedures which guarantee transparency in the information we give to bidders,
competition among the bidders, and that we keep a record of vendors.
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Since April 2016 all the terms of reference and requirements to present tenders for construction projects
are published in the AySA’s web page and can be freely and anonymously downloaded, so that the identity of
the bidder is not known to AySA until its bid has been presented.

For risks related to our procurement and bidding processes, see ‘“Risk Factors--Risks Relating to the
Company—*“In the context of an investigation, to which we are not a party, of Odebrecht’s and its
subsidiaries’ operations in Argentina started on account of Odebrecht’s confessions in the Brazilian “Lava
Jato” process, an Argentine prosecutor identified existing proceedings in respect of the award of certain
projects by us to companies including Odebrecht and Camargo Correa. According to press investigations and
other information, AySA’s former employees (including our former chairman of the board) and a former
external advisor, have been cited by an Argentine federal judge in order to investigate whether there were any
irregularities in the award of such projects by us. The existence of such investigations and the outcome of such
investigations, if any irregularities are found, could adversely affect our reputation and results of
operations”’.

Quality Certifications

Several of our facilities and processes have been certified by the Instituto Argentino de Normalizacion y
Certificacion (“IRAM?), the Argentine representative of the International Organization for Standardization
(“ISO”). We are subject to annual audits performed by IRAM with a view to such certification processes.

We have obtained ISO 9001:2008, ISO 14001:2004 and OHSAS 18001:2007 certifications for several
processes under our Integrated Management System for Quality, Environment, Safety and Health.

We have also obtained the ISO 17025:2005 certification for the Central Laboratory in the City of Buenos
Aires, as a test laboratory. On November 19, 2015, we renewed the Central Laboratory’s certifications. Such
certifications are valid until February 19, 2018.

Further, we have also obtained ISO 9001:2008 certifications for our Quality Management System in the
El Jaguel/Barrio I purifying plant and for our logistics and commercial areas.

We obtained ISO 14001:2005 certification for our Planta Depuradora Norte purifying plant
Environmental Management System. In addition, we also obtained ISO 14001:2004 certification for our
purifying plant’s “Planta Depuradora Hurlingham ~ Quality Management System.

We continuously monitor our production processes and their environmental impact in order to maintain
and enhance our certifications.

Organization and Employees
Organization

The following graph shows our organizational structure and our senior management structure:
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Employees

As of September 30, 2017, we had a total of 7,460 employees. The following table shows our number of
employees as of December 31, 2016, and 2015, as of September 30, 2017.

Number of Employees
As of December 31, As of September 30,

2015 2016 2017
Operation workforce 1,961 2,059 2,456
Administration
workforce 677 711 866
Technicians and
Professionals 2,334 2,372 2,559
Supervisors 1,318 1,309 1,395
Managers and directors 151 179 184
Total 6,441 6,630 7,460
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Our recent significant growth in employee numbers is mainly due to the extension of our concession area
through the incorporation of eight new districts, including the incorporation of a substantial percentage of the
employees who worked in such areas prior to our taking over of operations.

We also have third-party contractors, mainly in charge of security and cleaning services. As of December
31, 2016, we had approximately 1,603 employees working for such contractors.

The following table shows the reasons for hiring new employees during the years ended December 31,
2016 and 2015 and for the nine-months ended September 30, 2017.

Employees
(In (Vo)
2015 2016 September 30,
2017
Registration of
previously
incorporated
workers() 11.6 6.2 3.6
Operational
needs 222 20.9 10.2
Replacement of
workers 19.0 28.9 14.3
Workers needed
for plants and
wells 10.1 1.0 -
Workers needed
for special
projects 16.8 5.2 -
New Structure® - - 0.1
Others 20.3 21.9 18.1
Expansion - 6.0 313
New Areas - 9.8 22.6
Notes:-

(1) Includes workers previously engaged by AySA but whose registration had not been finalized.

(2) Includes workers incorporated as a result of the take-over of our new areas.
Benefits

We have a broad benefits plan in place for our employees. Among others, benefits include: health plans
and scholarships for our employees and their children to study.

With a focus on favoring our employees, we have a policy whereby we give preference to employee’s
children over third parties when filling vacancies, provided both candidates have equal qualifications.

We also have an employee stock ownership plan from which our employees benefit (the “Employee
Stock Ownership Plan”). The Employee Stock Ownership Plan extends to all members of AySA’s personnel
who have executed the General Transfer and Voting Trust Agreement. Once AySA workers become a party
to such agreement, they become Class B shareholders.
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A weighted formula is used in order to determine the amount of Class B Shares to be allocated to each
worker in any particular year. Such formula takes into consideration three key elements: salary, years of service
with AySA and family social contributions. Family social contributions are calculated taking into account the
number of relatives, form the employee’s primary group. The formula weighs each of such components in the
following way: salary 60%, years of service 20% and family social contributions 20%.

AySA workers receive a yearly distribution in relation to their shareholdings. The amount distributed
does not correspond to AySA’s operating results in any fiscal year. Such amount is the product of a negotiated
agreement, which is reviewed every year, and may represent up to 2% of the total amount paid by AySA as
wages (including social contributions), according to the collective bargaining agreement. Such amount is
distributed among the Class B shareholders in the following way: 50% of such total aggregate amount is
distributed in equal shares among all Class B shareholders and the remaining 50% is distributed pro rata to
each Class B shareholder in accordance with the formula described above.

The total amount allocated by virtue of the Employee Stock Ownership Plan was Ps.33.6 million and
Ps.27.9 million for 2016 and 2015, respectively, which were paid to workers within the first quarter of each
year, pursuant to the stipulations of the Collective Bargaining Agreement. Such amount may be adjusted on
an annual basis by mutual agreement of the parties, regardless of the economic results of AySA.

Up to 10% of the aggregate amount to be distributed among the Class B shareholders may be allocated
to a reserve fund for the repurchase of shares that belong to Class B shareholders who retire or cease working
at AySA. Such shares are paid at their nominal value until the book value thereof may be determined.

Litigation

As of December 31, 2016, AySA had 420 legal actions pending. Out of that total, 403 legal actions had
been brought against AySA for an aggregate amount in dispute of Ps. 200 million and U.S.$ 0,5 million as of
December 31, 2016. As of December 31, 2016, we had a reserve for contingencies in the amount of Ps. 888,7
million.

The main legal actions against AySA were brought by certain consumer advocacy groups, Proconsumer
and Asociacion de Defensa de los Derechos de Usuarios y Consumidores (“ADDUC”), challenging the interest
on arrears established by Law No. 26,221 (Regulatory Framework). In their claims, the plaintiffs argued that
such interest was inconsistent with the provisions of the Consumer Advocacy Law (hereinafter, the “CAL”)
and sought a reimbursement of the amount paid in excess of that permitted under the CAL, plus interest
accrued thereon and a fine equal to 25% of the amount claimed. We have estimated and created a contingency
for an amount of approximately Ps.453 million.

Both actions have similar purposes and claims, and have therefore been joined, upon AySA’s request, in
order to avoid contradictory rulings dealing with the same issue and for reasons of procedural economy.
However, the actions differ in two aspects: firstly, the action brought by ADDUC enlarges the scope of
represented users, including non-residential users, and excluding those that use the water supply service
delivered by AySA as an industrial process input; and second whilst Proconsumer states October 7, 2010 as
the date in which they can give effect to their claim, ADDUC states April 15, 2008 as the date in which they
can give effect to their claim.

On May 14, 2014, AySA filed a motion to dismiss such claims, for which the lower district ruled in its
favor on October 31, 2014. The plaintiff appealed such ruling and on February 12, 2015 the Court of Appeals
ruled in AySA’s favor once again, sustaining that such appeal had no legal basis. Thereafter, the plaintiff filed
an extraordinary appeal, which was rejected on April 7, 2015.

Finally, the plaintiff filed an appeal with the Supreme Court of Justice arguing that the Court of Appeals
had improperly rejected the previous appeal. As of the date of this offering memorandum, the Supreme Court
of Justice has not yet ruled on this matter.

In another case, “Asociacion para la Defensa de Usuarios y Consumidores (ADDUC) ¢/ AySA y otro”,
ADDUC filed a brief requesting the suspension and annulment (and refund of all collected sums) of the tariff
adjustments introduced by Disposition No. 62/2016 of the Undersecretary of Water Resources. The case is
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currently at an evidentiary stage where the parties are in discovery. In addition to the main claim, ADDUC
filed for an injunction to freeze the application of the tariff modifications introduced by Disposition No.
62/2016. The injunction has been denied by the lower court, a ruling that was appealed by ADDUC and upheld
by the Court of Appeals. ADDUC filed for an extraordinary appeal which was also rejected by the court of
appeals. Upon such rejection, ADDUC filed an extraordinary complaint brief in a last attempt to reach the
Supreme Court of Justice. As of the date of this offering memorandum, there is no ruling on such request.

On May 11, 2017 and June 16, 2017, we received letters from the Municipality of Avellaneda through
which such Municipality claimed certain alleged debts arising from unpaid municipal contributions in
connection with certain plots of land in Avellaneda. According to the Municipality of Avellaneda, such
contributions amount to approximately Ps.2.6 million per month. On July 25, 2017, we received a letter from
the Municipality of Avellaneda demanding from us Ps.73.4 million which the Municipality calculated as the
then current value of their claim. On August 4, 2017 and October 30, 2017, we filed briefs, starting
administrative procedures for the dismissal of the Municipality’s request and declaration of inapplicability of
such municipal contributions, and, as a subsidiary argument, disputed the amount of the contribution.

We have recently received a notice to attend a mediation process from Constructora Noberto Odebrecht
S.A. In Argentina, it is required that parties attempt a mediation prior to initiating a law suit. The mediation
has been set to take place during February 2018. As of the date of this offering memorandum, we do not have
specific information regarding the cause or extent of the law suit, if any, that may follow such mediation.
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REGULATORY FRAMEWORK

The following section contains a summary of the regulatory framework and tariffs applicable to our
business and operations.

Background

Prior to 1990, drinking water and sewage services, as virtually all public services in Argentina, were
provided by a Federal Government-owned company. The Federal Government-owned company in charge of
providing drinking water and sewage services was called OSN. In 1990, an international public bid was
conducted and water and sewage services were privatized, resulting in a 30-year concession. Such concession
was granted to a consortium of companies operating through a company named Aguas Argentinas. The
concession included the territory of the City of Buenos Aires and certain cities in the Buenos Aires Province
metropolitan area.

On March the 21%, 2006, through Decree No. 303/06, Argentine President, Nestor Kirchner, revoked and
terminated the concession granted to Aguas Argentinas.

In 2006, Decree No. 303/06 established that access to drinking water is to be considered a basic human
right. In order to guarantee the continuity of services, the Federal Government created AySA. AySA was
created on March the 21%, 2006 through Emergency Decree No. 304/06 issued by the Argentine Executive,
which was then ratified by Law No. 26,100, as a corporation (sociendad anonima) under the regime set forth
by the Argentine Companies Law No. 19,550 (the “General Companies Law”).

90 % of AySA's shares belong to the Federal Government, and may not be transferred, and 10 % to former
OSN employees and current AySA employees, who adhered to the Employee's Stock Ownership Program,
through which they were included as shareholders of Aguas Argentinas. This Employee’s Stock Ownership
Program includes all employees who executed the General Transfer Agreement and AySA's Shareholders’
Agreement.

As set forth in Section 11 of Decree 304/06 issued by the Argentine Executive, AySA is subject to private
law rules and principles, and is not subject to regulations on administrative proceedings laws, public bids,
government contracts, government employees and public works regardless of the fact that it is controlled and
audited by the control systems of the Argentine Public Sector and subject to Law No. 24,156 of Public Finance
Administration.

However, pursuant to Chapter XI.6 of our Binding Instrument, all contracts for the provision of goods,
services including the engagement of contractors for the development and execution of construction projects
must be conducted through competitive bidding processes or alternate similar methods that ensure price
competition.

Chapter XIII of our Regulatory Framework, requires that we give priority to Argentine bidders and
components when hiring services and/or acquiring goods. Further, our Regulatory Framework requires that
we design and implement procedures which guarantee transparency in the information we give to bidders,
competition among the bidders, and that we keep a record of vendors.

Main regulations

Since AySA's services are provided in the City of Buenos Aires and in the Province of Buenos Aires, and
subject to the control of the Federal Government, Law 26,221 (Regulatory Framework), enacted February 28,
2007, approved a "Tripartite Agreement" executed by the representatives of these three jurisdictions.

The Tripartite Agreement established that the ERAS would be in charge of: controlling and regulating
the provision of the service, the accounting aspects of the concession, and addressing user claims. It was also
provided that, for such purposes, ERAS shall issue the necessary rules to regulate the conditions for the
provision of the services as laid down in the regulatory framework and the related concession contract. In
addition, ERAS shall regulate the relations between the provider company and the users, establishing the
procedures and requirements, to ensure that users will be provided with the necessary assistance and
information to exercise their rights broadly.
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Furthermore, the Planning Agency APLA was created, which is responsible for the comprehensive
coordination of planning expansion works and improvement of the service. APLA shall take all the measures
necessary for the purposes established in the regulatory framework adopted by Law 26,221 and regulated by
Decree No. 763/2007.

Regulatory framework
Service limits and constraints

The main characteristics set out in the Regulatory Framework for the provision of the services by AySA
are the following:

Term: the term of the concession was set at 20 years as of the date in which AySA began to provide the
services, which was established on March 21, 2006. Therefore, the termination date for the concession is
March 21, 2026, but may be extended by mutual agreement of the parties. Such extension of the term of the
agreement must be approved by the Ministry of Interior, Public Works and Housing, after reviewing AySA’s
performance. Despite the fact that the concession agreement does not provide for an anticipated termination,
we cannot guarantee that the Federal Government will not terminate the concession either due to AySA’s fault
or on account of public policy reasons.

Concession Type: the exploitation of the services under the concession is granted free of charge to AySA.
This means that AySA is exempted from the obligation to pay a fee for the term of the concession.
Notwithstanding, such characteristic does not arise from the Regulatory Framework but from the concession
itself, and, therefore, it could be modified by the sole discretion of Argentine Executive Branch.

Obligation to provide the service: AySA shall provide or offer its services to all buildings, inhabited or not,
included within the concession area, in accordance with the provisions of the Regulatory Framework. Such
services shall be free of charge for the public fire-fighting service, including fire departments. In addition, on
account of water services being deemed as a human right, AySA has limited powers to interrupt its services
upon lack of payment by its customers. AySA may however, partially interrupt the services by placing a partial
plug on the non-paying customer’s connection with the water network, thus limiting the amount of water
received by such customer to minimal needs. However, AySA may fully interrupt water services to its non-
residential clients, other than prisons, and hospitals (whether public or private).

Terms of service: the public drinking water and sewage service shall be provided under conditions ensuring
continuity, regularity, quality and generality, so as to ensure the efficient provision to users and the protection
of the environment.

Water quality: AySA shall take all necessary measures to ensure that raw water entering the Treatment Plants,
or extracted from underground drillings, is of acceptable quality for the purpose of being subject to the related
purification treatments. Furthermore, an automatic control and alarm system at each surface water intake shall
be installed, for instrumental control of physical and chemical parameters at purification plants. AySA shall
report to the APLA and the ERAS any substantial deviations from the required quality levels of raw water. In
the event of a pollution accident affecting the supply of raw water, the concessionaire shall take all the
necessary measures to detect and prevent contamination of Treatment Plants or the distribution system,
reporting within a period of two hours to the APLA, the ERAS and the people, if applicable, keeping them
regularly informed about the measures taken. Drinking water shall conform to the recommendations issued by
the World Health Organization and the requirements of the Argentine Food Code.

The Regulatory Framework, describes the public service provided by AySA, which consists of gathering
and purifying raw water, transporting, distributing and commercializing drinking water, as well as the
collection, transportation, treatment, disposal and commercialization of sewage and industrial effluents
drained into the sewage system, and control thereof; all of the above within the territory covered by the
concession.

AySA’s Concession area includes: the City of Buenos Aires and, in the Province of Buenos Aires:
Almirante Brown, Avellaneda, Esteban Echeverria, Ezeiza, La Matanza, Lanus, Lomas de Zamora, Moron,
Quilmes, San Fernando, San Isidro, General San Martin, Tres de Febrero, Tigre, Vicente Lopez, José C. Paz,
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Moreno, Merlo, Malvinas Argentinas, Florencio Varela, San Miguel, Presidente Perén and Escobar. For
Hurlingham and Ituzaingo, it applies as regards the service of drinking water; and services of reception of
sewage in bulk from Berazategui. The Federal Government is not entitled to force us to accept new
municipalities, from a regulatory perspective. However, the Federal Government is our main shareholder with
90% of our capital stock and may direct our actions so that we accept new districts. For further information,
please see the “Risk Factors” section in this offering memorandum. The Regulatory Framework provides the
requirements for quality of the drinking water, the terms of service, AySA's obligations and powers of the
regulatory authorities. The specifics of the concession are not included in the regulatory framework. Such
specifics were provided for under the Binding Instrument, establishing a relation between the Federal
Government and AySA.

Binding Instrument

Through Decree No. 763/07 issued by the Argentine Executive, the former Ministry of Federal Planning,
Public Investment and Services was instructed to approve the Concession Agreement Form to be executed
with AySA. As a result, through Resolution No. 170/10, issued by that Ministry, the sample document that
established the relation between the Federal Government and AySA, and the conditions for the provision of
the service, was approved.

AySA is exempted from paying any fees, a concession term of twenty (20) years is set, as of March 21,
2006 - which may be extended by mutual agreement of the parties - and the execution of a works plan for the
maintenance improvement and expansion of the system is set forth. Furthermore, it defines the relation
between the Federal Government, the enforcement authority, the ERAS and the APLA and the people’ rights
and obligations.

The contract provides that the assets used for the provision of the service and other supplementary
activities shall be the property of the Federal Government, but, nevertheless, AySA shall hold and manage
those until the end of the concession. All members of the personnel hired by Aguas Argentinas, who continued
to provide services at AySA, shall retain the applicable rights and obligations regime.

In terms of the economic and tariff regime, it shall be based on the determination of operating costs,
investment, maintenance, administration and commercial costs, meaning that the Concession would be in
economic and financial balance if the tariffs for the services provided are sufficient to recover the related costs.
Unlike most other public service concessions, AySA’s Regulatory Framework and agreements in connection
thereto do not provide for a reasonable return on investment for AySA. Further, any amount received by AySA
in excess of its costs, must be reinvested pursuant to the terms of the corresponding approved investment plan.

Similarly, and unlike other public services, AySA’s Regulatory Framework and related agreements do
not include monetary sanctions applicable to the concessionaire. Notwithstanding, AySA may be subject to
damages caused by it in the ordinary course of business.

Competent authorities
Former Argentine Ministry of Planning, Public Investment and Services

The Former Argentine Ministry of Planning, Public Investment and Services who — together with the
intervention of the Secretary of Public Works- was in charge of issuing clarification and supplementary rules,
approving action plans, budgets and investing in all actions provided for under the applicable rules, in the
Regulatory Framework and the Binding Instrument. Likewise, it was established that such ministry would
execute the concession contract and issue all the necessary rules to comply with the regulatory framework.
These tasks were undertaken by the Argentine Ministry of Interior, Public Works and Housing in 2015.

Undersecretary of Water Resources As the enforcement authority, the Argentine Undersecretary of Water
Resources is in charge of overseeing the relation between the concessionaire and the Federal Government,
issuing the policies, plans and programs related to the service and exercises regulatory power and control
regarding the provision of the public service.

ERAS - Regulating Entity for Drinkable Water & Sanitation Services
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Under the Tripartite Agreement and the Regulatory Framework, both approved by Law No. 26,221, the
ERAS is responsible for:

(1) controlling compliance with concessionaire's obligations set forth in the regulatory framework
and the concession contract, especially regarding the provision of the service;

(2) design and control of the regulatory accounting of the concession;

(3) control of the relationship with users and the content of the tariffs set forth by the enforcement
authority;

(4) controlling the bills issued by the concessionaire;
(5) auditing service quality;
(6) protecting the interests of the community; and

(7) control, audit and verification of compliance with the quality standards and internal facilities’
standards in force at the regulated area.

The ERAS is directed and managed by a Board of Directors composed of three members appointed by
the Argentine Executive, two of those appointed by proposal of the Government of the City of Buenos Aires
and the Government of the Province of Buenos Aires, respectively.

The members of the Board of Directors must meet the same requirements applicable for prospective
Members of the Argentine Congress and shall have proven experience and expertise on the activities to be
carried out, as well as, the incompatibilities to be a public officer, listed in Chapter V, sections 13 and 14, of
Law No. 25,188, shall apply.

The authorities of the Regulatory Entity are elected among the members of the Board of Directors for a
term of 4 years, except for the Chairman, who shall be appointed by the Argentine Executive. The Chairman
shall be the legal representative and, in the event of temporary impediment or absence, shall be replaced by
the Vice chairman. If the Board of Directors is unable to reach a decision, the Ministry of Interior, Public
Works and Housing shall break the tie.

APLA - Planning Agency

In turn, the APLA is the entity in charge of planning and controlling the expansion works for the service
and coherence of the actions included in all Master Plans and Operation plans in general, pursuant to the
Tripartite Agreement and the Regulatory Framework approved by Law 26,221, for the following purposes:

e  Control the development of projects, works, environmental impact studies, plans, compliance with
the regulatory framework, and communication thereof;

e  Set the quality goals and approve, at the request of the concessionaire, expansion works;
e  Provide or procure the provision of access to information by the population;

e  Project and provide expansion works based on the availability of financial resources; and
e Intervene in all technical or operational matters affecting the action plans.

Therefore, by virtue of such powers, improvement, operation, expansion and maintenance plans for the
Services ("PMOEM", for the acronym in Spanish) were approved through Resolution No. 40/2009, issued by
the APLA, and 4/2010, issued by the Undersecretary of Water Resources.

The APLA is directed and managed by a board of directors composed of three members: one of them is
the Undersecretary of Water Resources and the remaining two are appointed by the Argentine Executive, as
proposed by the Province of Buenos Aires and of the Government of the City of Buenos Aires, respectively.
The members of the Board of Directors must meet the same requirements applicable for prospective Members
of the Argentine Congress and shall have proven experience and expertise for the activities to be carried out;
also, the incompatibilities to be a public officer, listed in Chapter V, sections 13 and 14, of Law No. 25,188,
shall apply.
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The APLA has a General Manager appointed by the Undersecretary of Water Resources who shall be
responsible for coordinating the relationship of the Board of Directors with the Advisory Committee and the
technical departments of the entity.

Tariffs
The Regulatory Framework sets forth the general principles in what tariffs are respected so that:
tariffs are codified by type of service and customer within a same area;

tariffs help towards a rational usage of services and resources in order to guarantee the provision of water and
sewage services;

there is a constant balance between supply and demand of services. AySA may not unilaterally restrict the
services it provides;

will be directed to address sanitary and social goals directly related with the provision of the services;

will allow that payments made by certain clients help balance the economic cost of the equation and the
provision of services to users in other less wealthier areas;

the tariff structure must help materialize the objective of universal coverage of water and sewage services.

Regarding tariffs, in accordance with the regulatory framework, the basic tariff system is composed of a
fixed tariff regime and a meter-based regime. The meter-based regime applies for non-residential clients which
can be subject to the metered system, condominium buildings (Propiedad Horizontal), sales of bulk water and
the concessionaire’s or the user's option. Currently, approximately 14% of our customers have metered type
services (which represents approximately 30% of AySA’s revenues), being the objective of the company to
increase this number. Our residential clients receive subsidies on a regular basis. Subsidies include a discount
over the overall amount to be paid by clients for their water and sewage services. There is no strict correlation
or match between subsidies included in our invoices and the transfers we receive from the Federal
Government.

Further, there is also a tariff regime for low income sectors - a social tariff, in addition to subsidies, which
allows low income households to have access to water and sewage services at a lower price since regular
subsidies received by all residential consumers have decreased.

The regulatory framework establishes certain categories of users pursuant to the type of household and
consumption volumes. The following formula is used to calculate the amount of our invoices.

BA =Max {FC + VC; FDM * K * Number of days of service}

Where:

BA: Billable Amount

FC: Fixed Charge

VC: Variable Charge

For the purposes of billing, the Regulatory Framework establishes different categories of clients based
on the type of property and consumption volumes. The amount to be billed is determined as per the following
formula:

The fixed charge (“FC”) results from adding the Fixed Basic Daily Tariff (“FBDT”) and the Daily
Universal Contribution (“DUC”) for the number of services available multiplied by the K coefficient, and
finally multiplying that total by the number of days of service.
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FC = (FBDT + DUC * SF * K) * Number of days of service

Where:

FBDT: Fixed Basic Daily Tariff

DUC: Daily Universal Contribution

K: modification coefficient

SF: Service Factor 1 if it is the provision of water or sewage, and 2 If both services are provided

The Fixed Basic Daily Tariff (“FBDT”) is determined by multiplying the total floor area (“FA”) by the
building coefficient for the fixed charge, and the result is then added one-tenth of the land surface (“LS”). That
previous result is then multiplied by the Fixed General Daily Tariff (“FGDT”) for each service available and
by the coefficients "Z” for fixed charges and "K”.

FBDT =K * Zr * GDT *(FA * Er + LS/10)

Where:

K: modification coefficient

Zy: zoning coefficient for fixed charge

GDTy: general daily tariff of each service and category of User for fixed charge

FA: covered area

Bg: building coefficient for fixed charge

LA: land area

The land area shall be deemed to be the area of the land or plot where the building is located.

The total floor area is deemed as the sum of floor areas of each one of the floors of the building plus 50 %
of the total for partially covered surfaces.

For land within the Empty land category, only a tenth of the surface of the land shall be considered.

The concept of Universal Daily Contribution (UDC) is applied on a per Unit basis and per service
available, multiplied by the "K" coefficient and the number of days of service, and the only properties excepted
are the units of buildings subdivided under the regime set forth by Section 2037 of the Argentine Civil and
Commercial Code used as a garage.

The concept of “Unit” means any space that can be used in an independent manner with an independent
entrance from the street, whether using common spaces or not.
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The Variable Charge ("VC") applies both for the meter-based regime and the fixed charge regime. In the case
of the meter-based regime, the Variable Charge (VC) shall be determined according to the following formula

VC = (RC-FC) * the m3 price * K * FS

Where:

CR: recorded or estimated consumption FC:

bimonthly free consumption

K: modification coefficient

SF: Service Factor: 1 if it is the provision of water or sewage, and 2 if both services are provided.

In the case of non-meter regime, the Variable Charge shall be equal to the amount determined by the
Variable Daily Basic Tariff ("VDBT") multiplied by the number of days of service.

The value of the FBDR shall be determined by multiplying the total floor area ("FA") by the building
coefficient for a variable charge, and the result is added to one-tenth of the land surface (“LS”). That previous
result is then multiplied by the Variable General Daily Tariff (“VGDT”) for each service available and by the
coefficients "Z” for Variable Charges and "K”.

The values for the changes coefficient components ("K"), Fixed Daily General Tariff ("FDGT"), Fixed
Building Coefficient ("FB"), Fixed Zonal Coefficient ("FZ"), Universal Daily Contribution ("UDC"), Variable
General Daily Rate ("TGDv") , Variable Building Coefficient ("Bv"), Variable Zonal Coefficient ("Zv") and
the price per m3, as well as the values corresponding to the Daily Minimum Bill for each User category, type
of unit and service provided, are specified in the Rules for Tariff Standards ("RANT", for its Spanish acronym).

The value of the changes coefficient components ("K") was set through Disposition No. 13/2017 of the
Undersecretary of Water Resources in an amount of 16,1437. Such amount was later reduced by 25% for those
customers whose house holdings are located in those areas which have a Zonal Coefficient of 1.45, 1.30, and
1.1.

The current RANT was approved by Provisions 19-E/2017 and Disposition No. 62/2016 issued by the
Undersecretary of Water Resources with values provided for in its Annexes, which is an amendment to
Provisions 45/2010 and 4/14.

Below is the detail of the current RANT:
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DBT,=K * Zv * DGTv *(FA * Ev + ST/10)

Where:

K: modification coefficient

Z,: zonal coefficient for variable charge

GDT,: general daily tariff of each service and category of User for variable charge

FA: covered area

B,: building coefficient defined for fixed charge LA: land area

GENERAL TARIFES

Residential Users - Effective as of the publication until October 31, 2017.

Residential Unit Class 1
Users
Sewer
Water  Sewer Former Water
Radius
Fixed Daily Ps.$/(m?*1000)  0.2293 0.2293 0.2522 0.2293
General Tariff
Daily Variable  Ps.$/(m?*1000)  0.2293 0.2293 0.2522 0.2293
General Tariff
Universal Ps.$/day 0.0716 0.0716 0.0716 0.0716
Daily
Contribution
Price per Ps.$/m? 0.343 0.343 0.343 0.343
Cubic Meter
Minimum
Daily Bill
Functional Ps.$/day 0.1374 0.1374 0.1374 0.1374
Unit
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Class II

Sewer

0.2293

0.2293

0.0716

0.343

0.1374

Sewer

Former

Radius

0.2522

0.2522

0.0716

0.343

0.1374



Supplementary ~ Ps.$/day

Unit

Residential Users

Fixed Daily General
Tariff

Daily Variable General
Tariff
Universal Daily
Contribution

Price per Cubic Meter -
Zonal Areas; 1.10; 1.30;
1.45

Price per Cubic Meter -
Zonal Areas; 1.60; 1.80;
2.00

Price per Cubic Meter -
Zonal Areas; 2.20; 2.40;
2.75;3.10 and 3.50
Minimum Daily Bill

Functional Unit

Supplementary Unit

0.0164

0.0164

0.0164

0.0164

Residential Users - Effective as of November 1, 2017

Unit

Ps.$/(m?*1000)

Ps.$/(m?*1000)

Ps.$/day

Ps.$/m’

Ps.$/m?

Ps.$/m?

Ps.$/day

Ps.$/day

Water

0.458/0

0.0716

0.4802

0.5488

0.6860

0.1374

0.0164

Class I

Sewer

0.458/0

0.0716

0.4802

0.5488

0.6860

0.1374

0.0164

Sewer

Former
Radius

0.5044

0.0716

0.4802

0.5488

0.6860

0.1439

0.0181

Water

0.4580

0.0716

0.4802

0.5488

0.6860

0.1374

0.0164

0.0164

Class II

Sewer

0.4580

0.0716

0.4802

0.5488

0.6860

0.1374

0.0164

0.0164

Sewer

Former
Radius

0.5044

0.0716

0.4802

0.5488

0.6860

0.1439

0.0181

Non-Residential Users - Effective as of the publication of Resolution 19-E/2017 (April 5, 2017)

Class I Non-
Residential
Users

Unit

Type 1

Water

Sewer
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Type 2
Sewer
Former WVater Sewer
Radius

Sewer

Former
Radius

Water

Type 3

Sewer

Sewer

Radio



Fixed  Daily
General Tariff

Daily Variable
General Tariff

Universal
Daily
Contribution

Price per Cubic
Meter

Minimum
Daily Bill

Functional
Unit

Supplementary
Unit

Ps.$/(m