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Our mission

We take care of our community
by managing everybody‘s water

transparently, efficiently and sustainably.

Canal -/
de Isabel Il
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Our commitments

To be a benchmark public company
and to be the driving force behind the
Autonomous Community of Madrid.

To work towards managing the
integrated water cycle in Madrid.

To lead the way in the challenges
facing the sector and the advances
in legislation.
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: 4 * To maintain, innovate and plan our
infrastructures and services, adapting
to the future needs of society.

To minimise the environmental impact
of all our processes, favouring the
circular economy, the efficient use

of resources and energy, and pushing
towards renewable generation.

To increase the satisfaction of our
customers and users, ensuring a level
of excellence in the quantity, quality
and continuity of the service (C3).

To ensure affordable, progressive

and socially responsible rates,
encouraging savings in consumption,
and guaranteeing access to an essential
good for all.

To strengthen the digital transformation
for a more “hands-on” management.

To practise rigorous and transparent
financial management, ensuring

the appropriate economic balance,
financial autonomy and sustainability
of the company.

To support our professionals by
attracting, retaining and encouraging
talent.
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Canal de Isabel Il in 2019

2018 ended with the lowest consumption of
. drinking water in 20 years in the Autonomous

3 : Community of Madrid. In 2018 the people of Madrid

January s consumed 479.9 hm?® of water, almost 5 % less than

- in all of 2017.

Some thirty delegations visited Canal de Isabel Il
: in 2018 in order to get to know its water cycle

19 : management. In addition to receiving visits from

January : 3 dozen Spanish institutions, Canal de Isabel I

- welcomed 24 foreign delegations.

The Autonomous Community of Madrid reduced

22:
January :
: below 14,000 euros per year.

water invoices for the widow pensions The
reduction was 50 % of the fixed fee for incomes

! In 2018 Canal de Isabel Il beat its historic
: generation of electricity record. The company’s

26:

January : of reaching a production equal to 100 % of its

- electricity consumption.

Strategic Plan 2018-2030 has set an objective

Canal de Isabel Il develops a pioneering system to
: study new sustainable draining techniques. The

18 : public company is building a new experimental

February : plant in order to test new materials for roofs and

: paving in Meco.
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: In 2018 Canal de Isabel Il was the company that
- best implemented mentoring that year. The
18 Mentoring l\_letwork in Spain recognised it as
February - such. Our Director of Resources, Pablo Galan,
Y collected in the Auditorium of the Camilo José Cela
- University, the recognition to the “Best Mentoring

- Practice in Spanish Organisations in 2018”.

: Canal de Isabel Il launches a pioneering
19 profession_al training project in the water |
February : sector. This year fifty students began their Dual
: Vocational Training in management of water,

- networks, treatment stations.

: Canal de Isabel Il participated in the Innovative
26 Solutions for Water Management Trade Fair (SIGA)
Februarv - 2019. Canal’s exhibition space was given to its
Y. strategic Plan 2018-2030, which underlines its
leadership in the integrated water cycle.

: The Autonomous Community of Madrid has
- increased by 45 % the Canal de Isabel Il budget
27 : intended for research, development and
February : innovation (R&D+1), up to 5.5 million euros. Canal’s
- Strategic Plan 2018-2030 will allocate up to 2 % of
- its 2022 budget for innovation.

: Canal de Isabel Il and its Foundation celebrate
- World Water Day with urban art and a discussion
18 : forum in which migration and the challenges
P, : of guaranteeing water supply to the entire
: population are addressed.
- The UN established this day in 1992, and this year’s

- slogan was ‘Leaving no one behind’.

: Canal de Isabel Il celebrates World Water Day in
the first edition of the “Voces del Agua” (Voices
22:
March :
- UN for the celebration, the slogan of the event is
- “Water for all. Leaving no one behind”.

of Water) meeting held on the 22th at Fundacion
Canal. In line with the theme proposed by the

Canal de Isabel Il launches the “De Madrid y del
: grifo” (From Madrid and from the tap) competition

25 for the design of its own glass bottle to encourage

March : the use of tap water and to highlight its excellent

: quality.

Canal de Isabel Il shares its experience and
: challenges in water management at the 35th AEAS

26: Congress. The Spanish Association for Water

March : s,pply and Waste Water Treatment is holding their

- two-yearly congress in Valencia.

16 : Fundacidn Canal presented to the press today
- - the exhibition Matisse as Printmaker. Works from
aY . The Pierre and Tana Matisse Foundation.

Canal de Isabel Il extended its indefinite employment
: offer with the call of 366 new positions.

38 - The company has already begun the processes
v for incorporating 400 people indefinitely

- to the workforce.
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- Coinciding with the celebration of World
- Environment Day, Canal de Isabel Il and Fundacion
5 : Canal held the second edition of the Innovation
June : Day, which on this occasion revolved around
- artificial intelligence: a technology that’s as
- promising as it is unsettling.

: Statement regarding the press release issued

: by Moody’s on 7-06-19. Despite the existence

- of an event of default, Canal de Isabel Il has not
10 - received any requests from the bondholders for
e - early repayment of the bonds in their possession.

: Canal de Isabel Il reiterates, once again, that it has

: sufficient liquidity to meet the early maturity of
: the entire bond issue, given its financial and equity

- solvency.

: Canal receives the “Quality Assessment (QA)”

- international certification in recognition of the

- continuous improvement in the performance of
20 - internal audit standards. In the Spanish pu_blic
i - sector, only Canal de Isabel Il and the National

. Securities Market Commission (CNMV) have this

: certification. The award is granted by the Institute
: of Internal Auditors (IIA), which also decided to

- give Canal the highest possible rating.

: Canal de Isabel Il presents the winning bottle from
21 : the “De Madrid y del grifo” (From Madrid and
June : from the tap) competition. The bottle Claridy is
- inspired by the Santa Engracia water tower.

26 The agency Fitch maintains its BBB+ rating for

- Canal de Isabel Il with a stable outlook due to its

Ll - financial solvency and assets.
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24 Canal de Isabel Il begins construction work on a
: new park on the street Calle Bravo Murillo. The

JUly': f4ture green space will occupy 3,745 m2.

: The Canal de Isabel Il fleet of electric cars will

18 reduce polluting emissions by 30 percent. The trips

Sy : made with these 69 cars and vans will prevent
EPLemMBEr: 124 tonnes of CO, emissions into the atmosphere

: every year.

: The new Canal Educa course, the environmental
- education programme with which Canal de Isabel Il
19 : has been reaching schools since 1991, begins. Canal
September : Educa reaches all educational stages and offers
- free activities in Spanish and English to all the
- region’s schools.

: Fundacion Canal presents the exhibition
- “Francesca Woodman. Ser un dngel/On being
2 : an angel”, a show of prodigious talent from the
October : disquieting American artist that can be visited at
- Fundacidén Canal until 5 January, and is made up of
- more than a hundred photographs and short films.

: Canal de Isabel Il has achieved the second place in
: the “Challenge Interempresas contra el Hambre”
7 (Intercompany Challenge against Hunger) charity
October : race, held last Sunday 6 October in the Centro de
: Ocio y Deportes Tercer Depdsito thanks to the
- 926 total kilometres covered and the 9,260 euros

: contributed to the fight against hunger.

: The Spanish Centre of Metrology (CEM) and the
public company Canal de Isabel Il have signed a
13:
October :
- make Canal de Isabel II's unique facilities for this
- activity available.

collaboration agreement to promote metrology in
the field of water meters, to work together and to

Canal de Isabel Il joins the celebration of World

19:
October :
. “getting there on time” for an early diagnosis.

Breast Cancer Day on Saturday 19 October. Our
Medical Service reminds you of the importance of

: Canal de Isabel Il publishes its first charter
: of commitments to its customers with the aim of
: adapting to their needs and requirements and which

3:
November: ¢ sarvice. The public company assumes a total

- of ten commitments to offer solutions to user needs
- clearly and transparently.

extends and improves its previous letter

: Canal promotes the circular economy and energy
5 efficiency in its purification facilities. The company
November : will award two contracts regarding purification

- of waste water activity in the Autonomous

Community of Madrid.

: Canal de Isabel Il participates in the Young Water
Professionals Conference, which opened today
12:
November :
- and knowledge among young professionals in
: the sector.

the Fundacion Canal headquarters. The IWA-YWP
Conference Spain seeks to exchange experiences
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: In 2019, Canal de Isabel Il removes more than
: 22,000 tonnes of solid waste from its treatment
18:
November :
: feed the sewer monster”), promoted by AEAS and
- backed by more than 100 companies.

plants. The company has joined the campaign
“No alimentes al monstruo de las cloacas” (“Don’t

: The telecommunications station that Canal de
- Isabel Il has in La Pedriza allowed the Autonomous
- Community of Madrid Fire Brigade to improve
18:
November :
: mountainous area. The station facilitated the voice
: communications between the different agents
: involved in the search.

the coordination of the rescue of about twenty
children who were lost last Saturday in this

: Canal de Isabel Il joins an initiative in which 129
: Spanish companies participate in their commitment

25 : to the commemoration of the “International Day

November: ¢or the Elimination of Violence against Women”

on 25 November.

27 Canal de Isabel Il joins in celebrating the
- International day of Persons with Disabilities with

November : S avent on 3 December.
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: On the opening day of the United Nations

: Climate Change Conference 2019 (COP25),

: held in Madrid between 2 and 13 December,

: our executive vice-president, Rafael Prieto, and

- the deputy director of the Canal’s Studies and

- Programmes Area, Fernando Arlandis, took part

- in the round table “Key performance indicators

- for the implementation and monitoring of the
2 : Sustainable Development Goals in European

December : water management companies”.

: Furthermore, 20,000 glass bottles, which are

: recyclable and reusable, were distributed among

: event attendees to encourage the consumption of
. tap water, with the slogan #deMadridydelGrifo

. (from Madrid and from the tap) and 18 drinking

- water fountains were installed in the different

- pavilions where the summit was held.

- Belén Benito, Canal de Isabel Il Director of

- Operations, gives the lecture “A future with

- growing water scarcity: sharing the experiences

6 - of the Autonomous Community of Madrid” at COP

December - 25. That same day, the coordinator of Network

: Innovation, Antonio Lastra, and Electricity Manager,
: Federico Vallés participated with their lectures
: “TDUs as mitigation of climate change effects”
- and “Canal and climate change?”, respectively.

: In relation to COP 25, Fundacién Canal organises
- the “Water and climate change: the experience
- of Madrid” event to analyse our company’s efforts
10:
December :
: are presented, and the measures adopted in our
: Strategic Plan 2018-2030 to adapt to climate change
- and, above all, to mitigate its effects, were reviewed.

to guarantee the supply of drinking water to the
entire region. The scenarios we face in the future

The Director of Innovation and Engineering, Juan

11:
December :
- infrastructure and climate change”.

Sanchez, participates in a round table with other
directors from COP 25 to discuss “Sustainability,

- Canal de Isabel Il opens its doors to United Nations

- Climate Change Conference 2019 (COP25)

- attendees and to the general public to publicise,

12:

December :

. integrated water cycle: the El Atazar dam, the Arroyo

: Culebro Cuenca Media Alta Wastewater Treatment

- Plant (WWTP) and the Majadahonda Control Centre.

through free guided technical visits, three of its
most important facilities in the management of the

12 Canal receives the Il Madrid Subterra Award for its
- work in energy efficiency innovation and resource

December : qevelopment as a part of the circular economy.

The students of the second class of the two Dual

: Water Vocational Training (VT) degrees that our

: company launched last year learned about the

- interests of thirteen companies in the sector at a
17 :

December :

conference organised at the Instituto de Educacion
Secundaria (IES) (secondary school) de la Virgen

- de la Paloma (Madrid) so that, when they finish the
- course, they can begin their internships. This Dual

- Water Vocational Training is part of the Strategic

- Line (SL) 8 of the Canal Strategic Plan 2030.
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Message from the Chairperson of the Board of Directors

Since its creation, 170 years ago, the public
company Canal de Isabel Il has become one
of the most well-recognised companies by

the citizens of Madrid, and one of the most
successful models of supra-municipal services
management in Spain.

As the company in charge of the integrated
water cycle, Canal’s mission is to guarantee its
supply and boost the social and economic
development of our Community, thus
contributing to protecting and improving the
environment, the structuring of the territory,
promoting the circular economy and the
sustainable management of the region. And

all this, from transparency in management,
efficiency and proximity to citizens, which
makes it, today, a benchmark and the company
that all the residents of Madrid can be proud of.

The Government of the Autonomous
Community of Madrid is going to continue
betting on a water policy based on
environmental, territorial cohesion and

sustainability criteria, in order to maintain and
continue improving the service level and water
quality for which Madrid is recognised both
throughout Spain and internationally.

Clear proof of this will has been the incorporation
of Canal de Isabel Il to the Regional Ministry

of Environment, Territorial Planning and
Sustainability in 2019, a strategic decision that
will allow us to advance even more towards
sustainability through innovative policies.

And we will do so through an intelligent
transition to the circular economy and the
decarbonization of our region because

the Canal’s technical ability, and excellent
professionals make it an effective tool for
carrying out important environmental actions
on a local, regional and global scale.

Furthermore, the Strategic Plan 2018-2030 has
established a clear and ambitious roadmap that
is allowing us to not only consolidate projects
already started, but also to lead and promote

world-class innovative environmental policies.
To tackle these challenges we have magnificent
professionals, tools based on the best business
practices and core values such as excellence,
rigor, transparency or commitment to the
people of Madrid, which allow us to look to

the future with great responsibility, but also
with security and confidence.

95 % of the ambitious objectives of our
Strategic Plan set for 2019 have been

met and in 2020 we will continue working
to serve Madrid’s citizens from continuous
improvement and excellence.

We send our regards.

Paloma Martin Martin

Chairperson of the Board of Directors

of Canal de Isabel Il.

Regional Ministry of the Environment, Regional
Planning and Sustainability of the Autonomous
Community of Madrid

GRI [102-14]
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Message from the Executive Vice-chairman

In 2019, a hydrologically difficult year, we have
managed to meet the challenge of low rainfall
and have made great progress, contributing to
our future sustainability.

In Europe there are no cities that have as few
water resources as Madrid. Unlike Paris, which
has the Seine, London with the Thames or
Rome with the Tiber, Madrid does not have a
large river to ensure its water supply. Therefore,
our “great river” for 170 years has been the
Canal de Isabel Il, a work of more than seventy
kilometres that brings us the excellent water
from the mountains of Madrid.

All these years, the people of Madrid have
contributed to building an effective and
efficient, and internationally recognised,

public management model for urban water
management; a model based on supra-
municipal management of the integrated water
cycle for all the municipalities in the region.

This allows us in Madrid today to have water
supply and sanitation services of the highest
technical and operational standards, with
affordable and solidary rates that are among
the lowest in Spain.

Given our long service as a company, we can
always boast about the achievements of the
past (since the 19th century). For decades,
we’ve been able to supply the people of
Madrid with exceptionally high quality water.
We managed to become the first autonomous
community to treat 100 % of its waste water
in order to improve the quality of our rivers
and the natural environment. Furthermore, we
have always had an innovative vocation that
has made us introduce new information and
communication technologies (ICT) in water
operations management. Now, in the 21st
century, new, more complex challenges mean
that we must adapt and change, as does our
sector in Spain and worldwide.

In 2019, the city of Madrid hosted, for the first
time, a UN world climate summit (COP 25). From
Canal, we’ve been actively involved, contributing
our experience and communicating our future
objectives. At the summit, we also presented
something that our long history as a company
allows us to calculate thanks to the fact that

we have 105 years of climatic records: the
contributions of rivers to our region’s reservoirs
have decreased almost 20 % in the last 30 years,
compared to the average value since 1913.

This encourages us to be prepared to
anticipate and adapt to the consequences of
climate change. The likely rise of the Earth’s
average temperature will have significant
conseguences in our environment, and
therefore it’s entirely possible that periods
of drought and extreme weather events will
become increasingly more common. All of
which, undoubtably, will have direct negative
effects on the population’s quality of life.

2019 was a difficult year from a hydrological
perspective. The reservoirs received inputs from
rivers about 40 % below average. Furthermore,
water consumption increased 5 %. Therefore,
and in order to increase the resource availability,
in 2019 we have continued to use alternative
solutions to our usual supply sources, apart
from taking advantage of the best operation
technologies. We have also continued to
promote consuming regenerated water for
urban and industrial uses (we produce 36 % of
the national total), expanding and encouraging
its use, and establishing the use of 100 % of its
real capacity as a goal for 2023.
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Likewise, we have automated network
management, which allows us to remotely
control our facilities. As a result, we’re able

to respond to any incident in real time, so
that, for example, a break in the network can
be quickly controlled, remotely closing the
appropriate valves. At present, we are able to
remotely control almost 25 % of our facilities,
but we want to surpass 90 % by 2023 and
reach 100 % by 2030.

On the demand side, as in previous years, in
2019 we continued making significant efforts
In consumer awareness-raising activities,
minimising the percentage of uncontrolled
water, which is already at levels below the
European average.

We also know that in the future climate
change will force us to prepare for the
effects of extreme weather events, which are
unfortunately becoming more frequent. This
requires well-maintained and sized sanitation
infrastructure to safely dispose of as much
water as possible without affecting people or
their property.

Bearing in mind that almost 60 % of sewage
networks in Spain are over 30 years old, and
that in the Autonomous Community of Madrid
our municipalities also suffer from the same
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problems, we have opted for our Sanea Plan,
which focuses on anticipating the impacts of
heavy rainfall and flooding, promoting the
renovation and financing of improvement
works in municipal sewage networks, with an
investment of more than 500 million euros
until 2030. In 2019, we managed to get 10
municipalities to join the plan. Many others
have shown interest, including Arganda del
Rey and Valdemoro, which were severely
affected by the floods in 2019. Our goal is
that by 2030, 100 % of the population (the
Community’s 179 municipalities) will have

an agreement for the management and
renovation of their sewerage networks.

The environment has always been part of
the Canal’'s DNA, and therefore promoting
environmental quality and energy efficiency
is one of our main strategic objectives. We
work to promote the circular economy

and sustainable development as a means

of contributing climate change mitigation
by producing carbon-free energy. In 2019,
we have managed to self-produce over

77 % of our electricity consumption and
have continued increasing our electricity
production capacity, exceeding 107 MW
installed. Our goal is to reach 100 % self-
production in 2030. We also have the goal of
having Canal’s entire fleet of vehicles being

environmentally friendly in 2022.We want to
continue to be involved with the progressive
adaptation of the increasingly strict
requirements of our wastewater treatment
processes, the current level of excellence of
which is already 96 %. Even so, our goal is to
surpass 98 % by 2023.

The improvement in our purification means

an increase in the sludge produced when
treating waste water. In this case, our aim

Is to continue promoting the circular economy
by sustainably using the resources we
employ. At present, we already reuse 100 % of
our suitable sludge as fertiliser in agriculture,
but we want to go further, advancing thermal
drying and/or composting processes. We
currently treat 57 % of our sludge, and our
goal is to reach 70 % of dried or recovered
sludge by 2022.

Since 2015, access to water and basic
sanitation has been considered a basic
human right by the United Nations. From

the public administrations, we have the duty
to guarantee this right through affordable
and solidary tariffs. In Spain, 92 % of the
economically vulnerable population can
benefit from the different social tariffs of
sector operators, which represent an average
savings of approximately 50 % of the water

invoice. In the case of the Autonomous
Community of Madrid, 100 % of people in
need have the right to benefit from social
tariffs, which in our case represent a savings
of almost 80 % of the water invoice. In 2019,
we have ensured that more than 245,000
people are beneficiaries of our social tariffs.

On the other hand, we want our company to
remain a reference in innovation, research and
development in our sector, dedicating 2 % of
our revenue to that end. We are committed

to developing 100 innovative and achievable
projects in the 2019-2022 period. In 2019, we
have already invested 0.8 % of our business
turnover in innovation.

Lastly, since 2006, Canal has been committed
to the United Nations Global Compact, and
we are now even more committed to the
Sustainable Development Goals (SDG), fully
integrating them into our Strategic Plan. In this
report, you will see our level of commitment

in this regard and our progress, which will
undoubtedly improve in the years to come.

Rafael Prieto Martin
Executive Vice-chairperson of Canal de Isabel Il
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Canal manages the integrated water cycle in virtually
the entire region, i.e. of all processes oriented towards
the adequate management of water resources

and the conservation of the environment. These
processes, which include the

and monitoring of its and
the and of
wastewater and its for subsequent reuse,

are necessary to develop and maintain the quality of
life of Madrid‘s residents.

The experience accumulated by Canal de Isabel Il in
more than a century and a half of management allows
us to contribute added value through other activities
related to the water sector in geographical areas
other than the Autonomous Community of Madrid.
Thus, since the 1960s, Canal began to build a group
of investee companies that, along with our company, ~
constitute the modern-day

/

| 1. Our company |
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In 2019, the supplied
(6.96 million in Spain and O0.50 million in Latin
America), employing and generating
more than 4,700 indirect jobs. Furthermore, the
Group’s companies managed a total of
(554 in Spain and 33 in Latin
of supply, sanitation

America) and
and regenerated water networks.

A ~J
) Canal -/
de Isabel I

At the close of the fiscal year, the Canal de Isabel Il
Group had close to
( of which are domestic) in almost two hundred o

municipalities, with a supply coverage of 3

The main figures of the Canal Group at the end of the

2019 fiscal year are detailed in the section “The Canal SPAIN i b

” . Canal de Isabel Il

Group” of this report. wwweanaldeisabelsequndaes ot COLOMBIA | oeeeeeeeeeeeeceeeeeeeseeseenenn. DOMINICAN REPUBLIC | | ..
Canal de Isabel Il Delegation in Caceres Gestus AAA DOMINICANA ®
wwweanaldeisabelsegunoaes .......4 WWW.JEStUs.co www.aaa.com.do
Aguas de Alcala UTE ASAA Riohacha
WWWOQUASOEAICAIGLS .. .oeveevercsesveserisonron s WWWASAGCOMCO | oooeevesoessesmeseens B R eeeeeeeeeee et eeeeseesseeseseen.
Canal Gestién Lanzarote INASSA AMAGUA ®
icaaioe e =0t s R WWW.QIUDOINGSSA.COM | oo T G O T et eeeeeeeeeee e seeeesenenenene
Hispanagua Amerika TI
e o 200G = WWWAMETKAUCOM || ooeeeeseessesvesieens BRI et ee s eeeen.
Canal de Comunicaciones Unidas Fontes da Serra P
WWWCANTICOMLOM ..oeeevesrsesrserriesieioriecs M eeeeeeeeeeeeseeeeeseseeesseseesnines ] wwwfontesdaserracombr e,
Hidraulica Santillana o Inassa Panama ® Emissao ®
e e g WWWGIUPOINASSA.COM |\ ooeoeeoesessies | WWWEMISSA0COMOT ||\ oeeeeesesoeeseen
@ Management of the integrated water cycle @ Generation of electricity @ Support services for managing the integrated water cycle

Telecom and information technologies

| 1. Our company |
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1.1. Main figures in the Autonomous Community of Madrid 2019
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*Includes the Canal Delegation in Caceres.
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Technical information at the close of 2019

CUSTOMERS AND POPULATION
SUPPLY SANITATION REUSE SERVED IN THE AUTONOMOUS
COMMUNITY OF MADRID

Number of reservoirs Kilometres of managed municipal Number of contracts (millions)
owned by Canal sewerage networks 14,441

Kilometres of regenerated Population supplied
Capacity of the Canal Kilometres of large collector (millions of inhabitants) .
reservoirs (hm?) 943.51 and outfall networks 876

Regenerated water deposits Supply coverage 5
Water diverted for consumption Number of buffering basins in service 64 (% inhabitants) 96.67 %
in reservoirs and wells (hm?3) 65

and storm tanks managed Municioaliti lied
Volume of regenerated water unicipalities supplie
Number of catchment wells Capacity of storm tanks produced for reuse by Canal de Isabel Il 174

in operation 78 managed (hm?) 1 i P YEED Population served in sewerage

.48
Kilometres of network Number of wastewater Municipalities with reuse Mmanagement (millions of inhabitants) 5.68
adduction + distribution 17,651 ' ' - -
( ) ; pumping stations managed 133 services with Canal e
157

Number of drinking water Number of Wastewater Golf courses with reuse agreements SRR S
SIS [PIETE 14 Treatment Plants managed or contracts with Canal Municipalities managed in sewerage

Treatment capacity

e e Nominal treatment capacity Companies and organizations Population served in wastewater

(millions of equivalent inhabitants) with reuse services treatment (millions of inhabitants)

Number of major : .
regulating reservoirs 34 Water treated in WWTPs e Volume of regenerated water Coverage in wastewater

in 2018 (hm?) discharged (hm? per year) purification (% inhabitants)
Storage capacity of major

deposits (hm3) Municipalities managed

in wastewater treatment

o
W

Number of small deposits

Number of major lifting stations
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The cycle consists of two main phases: and

, which correspond to the actions necessary
to bring drinking water to consumers, and the
collection and treatment of wastewater. A third phase
can be added to this cycle, namely the of the

GRI [102-2]

wastewater after adequate treatment to guarantee its
sanitary characteristics, enabling its use for garden
irrigation, street cleaning, watering sports areas and
even for industrial use. Canal de Isabel Il currently
manages all the phases and stages mentioned above.

CONTROL DISTRIBUTION
CENTRE ®c qe0eq®

Lo °e. WATER
. N o, QUALITY
o o
o o
o
o o
O ®© 6 0 © o
o o O 6 © 0 ©
® o () o
® o o o
o [ ] [ o
o o ()
SANITATION ... : ... AT
00000’
[ ]
o
COLLECTION

@ ALL THE INFORMATION ABOUT THE INTEGRAL WATER CYCLE IS AVAILABLE ON OUR WEBSITE

| 1. Our company |
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1.2.1. Supply: adduction (collection and treatment)

The supply system for the Autonomous Community
of Madrid managed by Canal de Isabel Il is mainly
based on surface water catchment, using the

13 reservoirs managed by Canal to take advantage
of inputs from the Lozoya, Jarama-Sorbe, Guadalix,
Manzanares, Guadarrama-Aulencia and Cofio rivers,
from where 90 % of the water supplied to the
network comes.

CUMULATIVE NATURAL INPUTS
(MILLIONS OF CUBIC HECTOMETRES PER CALENDAR YEAR)

800 7?.6..(.)3
600 — " -
- 458.97
400 :.’
200 et eeeeeceacascecssensessenenttl 4000
oooooooooooooooooooooooooooooooooooooooooo 238.82
. “......‘:.. .-..-.‘ ........

JAN. FEB. MAR. APR MAY. JUN. JUL. AUG. SEP. OCT. NOV. DEC.

® Minimum input 2005 hm?
Average input hm?

® Input 2018 hm?*
® Input 2019 hm?

The water that these rivers provide varies greatly
from one year to another. The average input is
758.76 million cubic metres per year (as can be
seen in the graph), although it has reached as high
as 1,756 million cubic metres (in 1941) and as low as
238.82 million cubic metres (in 2005). 2019 was
characterised as quite dry, with an input of

458.97 million cubic metres being recorded,

40 % below the historical average.

GRI [303-1] [303-2] [302-2]

Rainfall in dams in 2019 was 28 % less than the
historical average, therefore the inputs have been
much lower than in 2018.

The 13 reservoirs managed by Canal have a total
storage capacity of 943.51 million m?, of which

64.26 % are located in the Lozoya River basin. The
main reservoir of this region is the El Atazar reservoir,
with a capacity of more than 425 million cubic metres.
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The , @S a support to surface
water supply, is a key element in the management of
the supply system during periods of drought or water
scarcity, and can contribute up to 90 million cubic
metres per year of exploitation. To guarantee this
volume we have In operation.

Moreover, Canal also has the possibility of

from the reservoirs of San Juan, Picadas and Los
Morales on the Alberche River, and the Guadarrama
and Sorbe Rivers through the weirs of Las Nieves and
Pozo de los Ramos. We can also supply from the San
Juan reservoir to the Rozas de Puerto Real DWTP

RAINFALL RECORDED IN CANAL RESERVOIRS
(LITRES PER M3 YEARLY)

2017 2018 2019 Historical

average
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ORIGIN OF WATER DIVERTED FOR CONSUMPTION IN 2019
(501.08 HM® YEARLY)

REST OF EL ATAZAR
RESERVOIRS RESERVOIR
AND OTHER 142.06

CATCHMENTS

22758
° e GROUNDWATER
® CATCHMENTS
o 291
o ° -
o o,

VALMAYOR @ XX 0.58 %
RESERVOIR

9062 PUMPING OF PICADAS RESERVOIR
18.08 % 3791

and to the Pelayos de la Presa DWTP. Finally, it is also
possible to collect water from the Tagus River in order
to supply it to the networks once treated in the DWTP
of the same name.

The total volume of water derived for consumption
totalled in 2019,

than the 2018 volume and than the average
over the previous five years.

g YOU WILL FIND MORE DETAILS ABOUT OUR RESERVOIRS AND CATCHMENTS

| 1. Our company |

VOLUME OF WATER DIVERTED FOR CONSUMPTION
(HM® PER YEAR)

540.90 524.98 496.85 493.43 49767 49148 504.29 479.87 501.08

2011 2012 2013 2014 2015 2016 2017 2018 2019

From all the catchment possibilities described above,
Canal obtains the resources that are subsequently sent
to the treatment plants, through a network of
that, at the end

of 2019, had a total length of 256.40 kilometres.Canal
de Isabel Il manages

with a total nominal capacity to treat
4.55 million cubic metres per day.

@ FOR MORE INFORMATION ABOUT OUR TREATMENT PLANTS, VISIT


https://www.canaldeisabelsegunda.es/es/tratamiento
https://www.canaldeisabelsegunda.es/es/web/site/captaci%C3%B3n
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In the journey of the water from the DWTPs to the DIAGRAM OF THE WATER SUPPLY IN THE AUTONOMOUS COMMUNITY OF MADRID IN 2019

user’s tap, Canal de Isabel Il has a series of installations (IN MILLIONS OF CUBIC METRES)
that ensure the the

the the Evaporation: 65.30
and the guarantee a continuous

. . . ) Input: 458.96
service, with the required pressure and quality. The -

networks managed by Canal in 2019 reached a length

of
Environmental Return:
531.61
The are enclosures designed to store ,
i ) Las Nieves: 8.92 eccodiifeccccocoe Dammed volume: Discharges: Derived from
the water that supplies the population. The company - 624,677 (66.21%) Hydrological Safety: Reservoirs:
: : oe®® (-12.37 %) 162 443,08
manages of these regulatory reservoirs, with o
: - : : . Environmental: ® Pozos: 291
a total capacity of 3.26 million cubic metres,in addition 582.43 .
o’ s SanJuan: 165
toafurther .. L ................... C
SanJuan: 4218 _e° s N E o B : Picadas: 57.90
In order to take the water from the corresponding \ 1 s . . . O SRR IR
. . . . N Discharges 5 * ° °
reservoirs and raise it to a higher level, thus 5 for Operation: 3 Aduifer : e Los Morales: 0.69
_ _ _ 0.00 : recharges: : -
guaranteeing the supply of water in the highest areas Sedresvela: 0.00 . 0.00 - e LaParra: 066
c = T Di iont : °
of the Autonomous Community of Madrid, Canal - Podrazvela: : s Tajo: 000
has \ 0.00 eeeces cecoces®

Consumption: 501.08

@ IF YOU WOULD LIKE TO KNOW MORE ABOUT DISTRIBUTION, VISIT

| 1. Our company | | |


https://www.canaldeisabelsegunda.es/es/web/site/distribuci%C3%B3n
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The purpose of

is to collect sewage and rainwater in the
municipalities and convey it to treatment plants.
As of 31 December 2019, Canal maintained these
networks in collecting the
wastewater of

The total length of the municipal networks managed
amounts to
At the same time, Canal manages

collecting
and transporting wastewater from the municipalities
to the corresponding WWTPs.

Other major facilities managed by Canal include the
whose

mission is to pump wastewater when it cannot be
transported to the WWTPs by gravity. Another

are also
managed, with a combined capacity of 1.48 million
cubic metres. Their purpose is to prevent flooding,
as well as retaining the first rainwater that is the most
polluting, minimising its effect on the riverbeds.

| 1. Our company |
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After the collection and transport of wastewater In addition to the treated water discharged to surface
through the sewage systems of towns and cities, water, the Canal WWTPs treated another

takes place so that it can for its In 2019.
be properly returned to natural watercourses, under
the quality standards set by the European Union
and national, regional and local legislation, or for
subsequent reuse.

DIAGRAM OF SANITATION IN THE AUTONOMOUS COMMUNITY OF MADRID IN 2019

INDUSTRY
Canal de Isabel Il is in charge of performing this task
RUN-OFF

N To this end, we have excellent ANNUAL SLUDGE

CITY PRODUCTION
infrastructures that allow us to provide an extremely 338.48 hm® 96,440 TONNES
: : : : .. : RETURN TO NATURE OF DRY MATTER
technical continuous, high-quality and efficient service.
, 460.13 hm? FERTILISERS
In 2019, Canal’s TREATED WATER VOLUME 484 TONNES
with a nominal treatment capacity 15,317 KM OF STRUVITE
- ; ; . OF SEWERAGE N
of 17.14 million equivalent inhabitants, treated a total of NETWORKS -
121.65 hm®
(1 0577 WITH TERTIARY IRRIGATING
of them with a tertiary treatment in order to contribute 157 TREATMENT PUBLIC GARDENS
. . . . . . WASTEWATER TREATMENT
to improving river quality) and managed to eliminate PLANTS (WWTP)
96.55 % of suspended solids, 97.63 % of BOD,, 93.50 %
INDUSTRIAL USE
of COD, 92.23 % of phosphorus and more than 66.36 % 65 15.88 hm?
: : : OF WATER STREET CLEANING
of nitrogen contained in wastewater. e e 133 105.77 hm? REGENERATED
WASTEWATER RETURN TO NATURE WITH FOR REUSE
PUMPING TERTIARY TREATMENT
STATIONS
(WWPS)
g MORE DETAILS ON SEWERAGE MANAGEMENT AND PURIFICATION ARE AVAILABLE AT

| 1. Our company | | |


https://www.canaldeisabelsegunda.es/es/web/site/saneamiento
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At Canal de Isabel Il we believe wastewater To better understand the value of reuse, with the
recycling constitutes an essential component of the regenerated water produced by Canal,
comprehensive management of water resources, are currently being irrigated in of
in line with environmental sustainability, and the region and with a total surface area
contributes to the net increase in these resources. of
Accordingly, in recent years, the Canal has increased
its activities relating to the distribution of recycled
water for facilities that do not require drinking water, MUNICIPALITIES WITH REGENERATED WATER REUSE SERVICES IN 2019
particularly for hosing streets, irrigating PUDBIIC Parks, = +wst+stsesssertestrenttmtie oottt ettt ettt e st a e e
and even for Alcobendas Humanes de Madrid San Fernando de Henares
Alcorcon Madrid San Martin de la Vega
By the end of 2019, Canal had 31 regenerated water Aranjuez Majadahonda San Sebastian de los Reyes
production (tertiary treatment) with capacity Arganda delRey  Meco s Ceres
to produce 318,806 cubic metres per day and Colmenar Viejo Miraflores de la Sierra Torrejéon de Ardoz
of reuse networks that had provided Coslada Méstoles Torres de la Alameda
2 ozl of _ _ ot Wa_ter o e Fuenlabrada Parla Villanueva de la Cafiada
that had this service. This number _ o ,
Getafe Pinto Villaviciosa de Odén

will increase in the coming years thanks to the signing
of new regenerated water supply agreements.

@ YOU WILL FIND MORE DETAILS ABOUT WASTEWATER REUSE IN

| 1. Our company | | |
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CANAL DE ISABEL Il BUSINESS GROUP VALUE CHAIN

000 0000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 0

External suppliers

Water S : Potential i e
i H  Regulators . . trategic business _rinancia
Services . < . g 2 partners X Institutions
. . . . . - generation : . .
Electricity J Environmental .
Infrastructure B\ organisations R

Machinery
Chemicals and Reagents

Equipment : :: '
: ‘ Domestic
[IO .
Internal suppliers Oty g O g Oty a
ooooooooooooooooooooooooooooooooo . . o 6
Group companies that act '-,- : .,-' EQE
as strategic suppliers: I LT T TP ’ Institutions
Pilot solutions . (City Councils)
and cost laboratories R . Lol .. :
Spain « fantg : 0
Colombia « ¢ m 8 ccecesasnsusasescnsasasasesasasnnsasessasanasasasasss : &g_l_-q_-l Employees :
srazil - . Collection Industrial and E ’
LTI Leeveen, RRTTI . ERTTEN . commercial

« Spain

R > o o RN > R > et teeeeneeneeaneenneannas :: é .E . Colombia

o «Brazil

B\ Treatment A Customers
Spain - D o and users
..................................... ECUadOr ¢
Colombia -
Brazil .
. R, Distribution A -+ Spain » Spain :
Energy generation E . Ecuador : . Ecuador - Spain
Commercial management . Colombia LosoamEEe. .+ Colombia AL .- Ecuador
Consultancy and technical assistance ]
......................................... § sssesesccsscans '

Spain « Colombia « Ecuador « Dominican Republic « Panama

| 1. Our company |
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The social capital of the Canal de Isabel Il corporation
Is represented by 1,074,032,000 ordinary shares, with
a nominal value of one euro each.

The establishment of the Company was authorised
by agreement of the

(published in the Community of Madrid Official
Gazette of 21 June 2012). The delivery of shares to the
in the company was

CANAL DE ISABEL Il SUSTAINABILITY REPORT 2019
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formalised in December 2012, in compliance with what
was agreed with said municipalities. With the approval
in 2018 of Law 8/2018" in the future, new municipalities
may be incorporated into the shareholding of Canal.

By the end of 2019, the 111 municipalities that owned
Canal de Isabel Il had a total of

or of the population of the Autonomous
Community of Madrid (92.45 %, excluding Alcala

de Henares).

*Law 8/2018, of 26 December, amending Law 3/2008, of 29 December, on Fiscal and Administrative Measures,

for the guarantee of the public nature of the Canal de Isabel Il

GRI [102-5] [102-18] [102-19] [102-20] [102-22]
[102-23] [102-24] [102-25] [102-26] [102-31]

SHAREHOLDING STRUCTURE OF CANAL
AS OF 31 DECEMBER 2019

00000000000000000000000000000000000000000000000000000000000000000000000000000000000000

..o““'o o 76%
o® ®e 110 MUNICIPALITIES OF
o % THE AUTONOMOUS
824% » % COMMUNITY
AUTONOMOUS @ % OF MADRID
COMMUNITY OF o o
(VIA THE PU L|IZ:/IAER|IB s s DO%
THE PUBLIC ENTITY @ e CITY COUNCIL
CANAL DE ISABEL I1) ... ... OF MADRID
.... ...
........

| 1. Our company |
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Canal de Isabel II’'s corporate governing bodies are
the General Shareholders’ Meeting, which includes
of the company, and the

Persons who have been declared incompatible are
prohibited from holding positions in the company
and, where applicable, from exercising them to the
extent and under the conditions set out in Law
14/1995 of 21 April of the Autonomous
Community of Madrid, Article
213 of Royal Legislative

Decree 1/2010 of 2

July, which approves

the revised text of the

Law on Corporations
and other legislation that
may be applicable.

The
holds its general meetings
once a month or when

| 1. Our company |
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COMPOSITION OF THE BOARD OF DIRECTORS
AT THE END OF 2019

Ms. Paloma Martin Martin
Chairperson

Mr. Rafael Prieto Martin
Executive Vice-chairperson

Mr. Mariano Gonzalez Saez
Proprietary director

Mr. Pascual Fernandez Martinez
Proprietary director

Mr. Francisco Munoz Garcia
Proprietary director

Mr. Guillermo Hita Téllez
proprietary director

Mr Jacobo P. Martinez Pérez de Espinosa
independent director

Ms. Maria Antonia Otero Quintas
independent director

Mr. Antonio Javier Cordero Ferrero
independent director

Mr. Manuel Beltran Pedreira
secretary non-director

GRI [405-1]

In addition, pursuant to Royal Legislative Decree 1/2010
of 2 July 2010, which approves the revised text of

the Spanish Law on Corporations and the Company’s
Articles of Association, the Board of Directors'
committee system contained in Articles 529(13) and
529(014) of the Spanish Companies Act respectively, is
also applicable to Canal de Isabel I S. A. in its capacity
as an other than shares admitted to
trading on official secondary markets.

At present, the Board‘s Committees are the
and the
both of which are chaired
by independent directors and the majority of which
are made up of directors in this category.
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COMPOSITION OF THE AUDIT COMMITTEE:

Chairperson:
Mr. Antonio Javier Cordero Ferrero
(independent)

Board member:
Mr. Jacobo Martinez Pérez de Espinosa
(independent)

Board member:
Ms. Maria Antonia Otero Quintas
(independent)

COMPOSITION OF THE APPOINTMENTS
AND REMUNERATION COMMITTEE:

Chairperson: The General Shareholders’ Meeting determines the of profits. Since the creation of Canal de Isabel Il in
Ms. Maria Antonia Otero Quintas number and appoints the members of the Board of 2012, and until 2019 (including the complementary
UHeEEue sy Directors. Currently, the Board comprises nine Board dividend paid in 2019), a total of 1.01339 billion euros
Board member: Members and a Secretary (non-member). have been paid out: 959.54 went to the Autonomous
Zlledégch)vrggn?wer Lo [Ferrere Community of Madrid, 116.44 to the City Council

The Shareholders’ Meeting, among other powers of Madrid, and 88.50 to Canal’s other shareholder
ﬁiajgc@kfgnf’lirr:tinez T Y - legally attributed to it, is responsible for approving the municipalities. This represents a contribution of

company’s management, approving the accounts for 34.27 euros per inhabitant in the 111 municipalities

(independent)
the previous fiscal year and deciding on the allocation that are shareholders.
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Among the main agreements adopted in the two
general meetings held in 2019, the following stand out:

Examination and approval of the Examination and approval of the
of the Company (Balance included in the
Sheet, Income Statement, Statement of Changes Consolidated Directors’ Report of the Company
in Equity, Statement of Cash Flows and Notes to and its Group for 2018.
the Annual Accounts) and the Directors’ Report

The approval of the Company directors’
for 2018. AL P

Examination and approval of the
of the Group of which the
Company is the Parent (consolidated balance of the Board
sheet, Consolidated Income Statement, of Directors of the Company.
Consolidated Statement of Changes in Equity,
Consolidated Statement of Cash Flows and Notes
to the Consolidated Annual Accounts) and the
Consolidated Directors’ Report (including the
Non-financial Information Statement) for 2018.

Approval of the

g YOU CAN FIND MORE INFORMATION ABOUT CANAL DE ISABEL Il BOARD MEMBERS

| 1. Our company | | |
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1.3.3. Organisation and Executive Management

Our organisation has a structure composed of The Company has a Management Committee, which company in any field (@analysis of economic, strategic,
different divisions, subdivisions and departments. is chaired by the Executive Vice-chairperson and operational, commmercial and/or environmental

At the end of 2019, the management structure in made up of the directors of Canal, which meets on a information), as well as to deal with any other

effect was as follows: regular basis to resolve the major issues affecting the substantial matters proposed by its members.

The Management Committee informs
the Chairman of the Board of any
CHAIRPERSON significant issues that may affect the

: company’s activity.

OFFICE OF THE
CHAIRPERSON

* DIRECTOROF % & ~ ¢ DIRECTION & & “© & FINANCIAL

. THE GENERAL + : DIRECTOROF + : OF INNOVATION * ¢ COMMERCIAL * ¢ MANAGEMENT &+ ¢ RESOURCE =& ¢ SAFETY :
+ TECHNICAL : s OPERATIONS : ¢ AND ¢+ MANAGEMENT ! : ANDBUSINESS { + MANAGEMENT : s« MANAGEMENT
* SECRETARIAT & = S % ENGINEERING & J % DEVELOPMENT & IR :

YOU CAN FIND MORE INFORMATION ABOUT OUR ORGANISATION AND CANAL DE ISABEL II'S MANAGEMENT COMMITTEE MEMBERS HERE



https://www.canaldeisabelsegunda.es/es/quienes-somos
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1.3.4. Other Committees and Commissions

As noted earlier, the Audit Committee is made up In addition to the aforementioned committees, Canal Committee, the Energy Committee, the Committee on
of three directors, all independent. The Appointments periodically holds different committees made up of Information Systems, the Strategic Plan Monitoring
and Remuneration Committee, also has three executive management members. These committees Committee, among others.

independent directors. cover various topics, including the Supply Management
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The is a living
and inevitably flexible tool, a lever of the Canal’s
sustainability strategy to achieve the
Thanks to the

of the Plan from its design and creation, as well
as the constant improvement to which it is open, it has
a system for monitoring and controlling the quarterly
results, as well as a continuous strategic review
process, which involves our entire organisation.

The implementation of the Strategic Plan involves the
implementation of involving
professionals from different company departments,

so that, to the formal and hierarchical structure of
Canal, an ad hoc cross-sectional structure in charge of
the implementation of the plans and actions of each
strategic line overlaps.

Each of the Is directed by a member
of the Management Committee and coordinated by a

| 1. Our company |
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MANAGEMENT STRUCTURE OF THE CANAL DE ISABEL i
STRATEGIC PLAN 2018-2030

Line Coordinator, who in turn leads those responsible
for the plans and the specific actions associated with
their line. Furthermore, the

an specifically
formed with the mission of promoting,
coordinating and facilitating the implementation
. L e MANAGEMENT
of plans and actions, and monitoring all the : COMMITTEE .
objectives of the lines and plans in addition
to supporting decision making.
.. ... CTOEQOSOOF:.O/Q L/ ... ..
o % O\@O'... ‘0...:4/\3\0 o ‘
Moreover, and to continue maintaining a N oV ORGANISATIONAL
i : BOARD OF . STRUCTURE
WOI"k pla.n that favours the contrast with : S e . L eUED RECTORAT S
society, in 2019 progress has been made . s ] AN AREAS)
in the creation of a 3 P .
between Canal and the different social .ol . S'\%’dé%gg'él s .
and professional groups. *  THEPLAN ¢ . .
< /\OQ .'. .’. °:
6\,9 ............ \T\v % ‘. o.
\S\ (N X ) Q\O \/v .0 .o
& S SN S
%o s TRATEGIC LINE /\@C?\ N
Y e ONg, STRP P ot
$Spy, IBLEFORTHE ' _o\C RO
SIBLE FoR THE STRD W™
S
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Canal de Isabel Il is a public company with more

than a century and a half of water management
experience. Specifically, one hundred and sixty-nine
years promoting the evolution of water supply and
sanitation processes in our region that have allowed
it to participate in the development of Madrid’s
society, as water is an essential resource for life and a
determining factor in economic and social growth.

Currently, our prepared
over the course of 2016 and 2017, is the road map that
establishes the commitments and frames the actions
of our company for the next 12 years.

During its first two years, the Strategic Plan has
provided a boost to the organisation’s team spirit,
aligning daily work with the company’s values and
objectives. Values such as transparency, sustainability
and excellence.

| 2. Sustainability, a safe bet |
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Canal’s are the engine of all the strategic This plan has proven to be an effective tool for

plan’s actions: promoting highly ambitious projects, which W Y
consolidate Canal de Isabel |l as a company of COMPROMISOS

Transparency: both the progress made and the reference in the water sector, both at home and l V

objectives we have failed to meet are published. abroad. The commitment to innovation in all areas of

They can be found on the and are the company is proving key to continuing our pursuit

updated quarterly. of excellence in water management in Madrid. = A T

iz = %

It’s no coincidence that the Strategic Plan ends in
2030. The strategic plan was designed to favour
achieving the Sustainable Development Goals. COMO EL AGUA |>
In collaboration with the Spanish Network of the D E MAD Rl D
United Nations Global Compact and the
working group, Canal
de Isabel Il has integrated sustainability from a

global point of view. We do not forget that all our efforts are aimed at
improving our users quality of life. In fact, we are

We continue furthering our commitment with the more aware of it every day. To achieve this, we are
Community, offering real solutions to social concerns. implementing a cultural change in the company
Proof of this has been our active participation in the by placing our customers at the centre of the

with numerous activities organisation. In 2019 we launched a
that have positioned the Autonomous Community with which
of Madrid as an international reference in the fight we began the shift toward a relationship with our
against climate change. users characterised by proximity.

@ FOR FURTHER DETAILS, PLEASE VISIT OUR WEBSITE

| 2. Sustainability, a safe bet |
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one of the five values guiding Canal
de Isabel Il in the implementation of the Strategic
Plan. the deadline for responding to the most
important universal call of the twenty-first century on
the major challenges to the planet’s future development.
The 17 Sustainable Development Goals and 169 targets,
to end poverty, protect the planet and ensure that all
people enjoy peace and prosperity by 2030.

It’s no coincidence that Canal’s Strategic Plan also
established 2030 as the deadline for complying with
the most ambitious roadmap in its 165-year history

in order to meet these challenges that a public
company managing a basic resource for the life and
development of millions of people never imagined it
would face: water shortages, extreme weather events
or population increases, among others.

The launch of the Strategic Plan in 2018 marks the
beginning of Canal’s deployment of

each of which was created to respond to the major
challenges of modernisation and sustainability.

GRI [102-15] [103-01] [103-02]

Therefore, we’ve established a mission:

Thanks to the central values on which we are based;

we have the responsibility to continue
managing, with everyone’s resources, a resource for
everyone, to continue being a source of pride for the
more than 6 million Madrid residents who open their
taps every day to obtain Madrid’s water, Canal’s water.

Not only because of its impact on the population,

but also because of its entirely public character and

vocation, Canal reflects the faithful commitment to the
in its Plan through its more than 100 actions,

45 plans and 10 lines that we hope to accomplish

by 2030 with the Strategic Plan. Therefore, it is

Canal’s responsibility to ensure sustainability in its

management and operation.
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This vocation was born in 2006, when Canal joined the
founding of the Spanish Network of the United Nations
Global Compact, which spearheads the fulfilment

of the 2030 agenda in Spain. This organisation
recommends five steps for a company to effectively
and transparently contribute to the Sustainable
Development Goals. We’ve internally grouped these
five steps into two phases:

Learn about Define priority Establish goals
the SDG SDG and indicators

Strategic integration
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In 2018, the first year of the Plan, we publicly
stated Canal’'s commitment to the

by establishing a
relationship between our
and the SDGs they benefit.

® pPLAN

\ -

98 STRATECICO
@ 20182030

Allynoz
¥30N3y 9

Integrate Communicate
and report

Operational integration

JUNLINYLSVANI ONY
NOLLYAGNNI AMLSNONI
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In 2019, we have made great progress in the strategic The prioritisation process
integration phase, which is made up of two steps:

prioritisation of objectives and quantification of Undoubtedly, the SDG #6: Clean water and sanitation

targets. We've proposed finalising this phase in 2020. is, inherently, the sustainable development goal that’s
most connected to Canal’s activity. Nonetheless,

Over the next few years, we will continue to promote water itself is, in turn, the tool for meeting the rest

projects and include sustainability indicators in the of the SDG: poverty, zero hunger, groundwater,

strategy’s implementation. infrastructure, energy, etc.

This methodology allows us to transparently commit to Aware of the impact that large water companies can

sustainability, since all the results will be published with have, not only on the SDG that applies to them (#6),

the same frequency as the progress of the strategic plan. but also on the rest of the Sustainable Development

Goals, in 2019 we began two parallel processes to
define our Priority Objectives:

e Internal prioritisation tied to the Canal
de Isabel Il strategy.

o External prioritisation together with the group
of European water companies: European
Benchmarking Co-operation (EBC).

;gﬂs [PLAN _ European
r ESTRATEGICO Benchmarking
@

2018-:2030 Co-operation
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INTERNAL PRIORITISATION THROUGH
THE STRATEGY

As already mentioned, the Strategic Plan is based on - \ ’

our five values and is divided into ten strategic lines. i

Our goal is that, by integrating sustainability into the
Excellence Sustainability Proximity Transparency Commitment

strategy, we’re able to promote sustainable actions
in all our areas of activity. In this way we’ll achieve

To achieve this, we have developed the internal

prioritisation process, which has consisted of finding Y i ) e 13 v
the minimum set of objectives that satisfy the
condition of representing our five values and N %
10 Strategic Lines. | -

DEGENT WORK AND

1 PEACE, JUSTIGE
ECONOMIC GROWTH

AND STRONG
INSTITUTIONS

i

It was assumed that the number of was

greater than the number of values that represent us

(five) and less than the number of strategic lines that Q @

we developed (ten). Starting with this premise, we’ve g\\?@ﬁg (@~ %
sought the most significant connections between =

these three elements (values, SDG and lines).
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JOINT INTERNATIONAL PRIORITISATION

At the same time, this internal prioritisation was
complemented by the process of

for achieving SDG in the water sector,
through the creation of a working group led by the
European Benchmarking Co-operation where Canal,
together with other leading sector companies such
as
among others, share the same desire for sustainability.
These companies are, in turn, engines of economic
development in the European Union since they

European
Benchmarkar

First session to define relevant indicators for achieving SDG for companies in the European water sector in Malmo,
Sweden (September 2019).
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contribute, like Canal, to improving society’s quality
of life in the large capitals of the old continent.

During this process, a working group was set up
which, over several sessions, has defined the priority
objectives for companies in the European water
sector, as well as the key indicators for measuring
performance and their contribution.

FINAL RESULT

The objective of prioritising is none other than to be
able to generate a greater impact, that is to say, to
focus all the company’s potential on those actions that
can achieve greater influence. In 2019 we started the
internal and external deployment to be able to quantify
and present the first results over the next year. This
whole process was presented during at the
opening session of the United Nations site event, where
we took the opportunity to publicly announce our
commitment to achieve 100 % compliance by 2030.

Our work and involvement with sustainability this year
has been recognised by various organisations involved

Presentation of Canal's strategy for achieving the Sustainable Development Goals during COP 25 in
Madrid (December 2019).

in achieving the Sustainable Development Goals and
Agenda 2030, such as the Spanish Network of the
Global Compact, which published the Clean Generation
Plan on its website as an example of

or the which was presented
during the celebration of COP25, an event for which
Canal distributed more than 20,000 refillable bottles in
fountains installed for this purpose.

| 2. Sustainability, a safe bet |
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1. Our company
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Participation in COP25

Canal de Isabel Il has actively participated in the
United Nations Climate Change Conference (COP25).
Through various activities, the company has shown

its climate change adaptation and mitigation projects
and its commitment to the environment and
sustainable development.

Furthermore, tap water consumption at the
Conference was promoted by distributing 20,000
recyclable and reusable glass bottles to all attendees,
with the slogan #deMadridydelGrifo, as well as
installing nearly twenty fountains at IFEMA to
encourage its consumption and the reduction

of single-use plastics.

The blue area was the space run by the United
Nations in which the negotiation sessions of the 25th
Conference of the Parties (COP25) of the United
Nations Framework Convention on Climate Change
took place.

“PPER

MADRID 2019

cccccccccccccccccccccccccccccccccccc

Agua y combio cimdtico:

[

Water and climate change:

= =

Canal Canal
e Isabel Il de Isabel Il

B 2 | 2
BN (agnal EM  pg
.,.’H'I.,.u delsabel I e Wadnia de Isabelll

There, the Regional Minister of the Environment,
Regional Planning and Sustainability of the
Autonomous Community of Madrid, our executive
vice-president, Rafael Prieto, and deputy director
of Studies, Fernando Arlandis, took part in the
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round table “Key performance indicators for the
implementation and monitoring of the Sustainable
Development Goals in European water
management companies”.

Canal de Isabel II's commitment and strategic
connection with the Sustainable Development Goals
was analysed and reported in this discussion.

& & = =
Canal =M (Cgpna| . . (Cjnal

de Isabel |l < Madri de Isabel |l de Madri de Isabel |l adri de Isabel ||
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The green area was the space designed to promote
the fight against climate change in civil society. There,
Canal shared its experience and vision for adapting
water management in the Autonomous Community
of Madrid to future climate change scenarios. We
presented some of our plans, such as the search for
energy efficiency, the development of clean energies
and the use of sustainable drainage techniques.

COP25

B CHILE
MADRID 2019

cccccccccccccccccccccccccccccccccccccc

Our commitment to spreading sustainable actions was
extended on these same dates to the organisation

of guided tours of our facilities and the conference:
“Water and climate change: the experience of Madrid”.

ES TIEMPO DE

ACTUAR POR
EL PLANETA

#TiempoDeActuar

, \ o ke )
; A o FOR FURTHER DETAILS, PLEASE VISIT OUR WEBSITE s
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Our Strategic Plan reached its second year after 0%0000000000000., 000000000000 009,
being presented in 2018. This fiscal year, the balance . é}? . . ‘~ .
was better than the first year of implementation, with ° : = S
. . SLO1 - ENSURE . S  SLO5-DEVELOP
an overall degree of compliance of over the . THE SUPPLY . e COOPERATIONWITH o
objectives set. : GUARANTEE : : MUNICIPALITIES IN :
. - ¢ THEAUTONOMOUS ¢
, ° ° o COMMUNITY OF MADRID o
The o _ represents Canal's . Indicator SLO1 . . R .
ambitious road map for facing the challenges of . 100 O/ . . neicator .
the decade to come. In a social context marked by : o . >1OO % *
increased sustainability awareness, Canal has set the '.""""""": '.""""""":

goal for itself of becoming a benchmark company in
the water sector and a driving force in o °
the Autonomous Community of Madrid. . % .
S  SL10-ENSURE o
2018 was the first year of this Strategic Plan and in ®  SUSTAINABILITY e
. . e« ANDEFFICIENCY o
it we began to §arry out | projects, *  INMANAGEMENT
such as renovating our meter park with smart meters, . .
adapting our guarantee of supply to climate change . Indicator SL10 .
scenarios or creating a Centre for Advanced Studies . @) .
| or ere _ : 100 % :
in Water, in which the water professionals of the o .
future will be trained. All of this is marked by a strong ®eccc0000000000"’

g MORE INFORMATION REGARDING THE STRATEGIC PLAN MAY BE FOUND ON
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innovative component since, throughout the company,
nnovation has become a hallmark of our projects.

In 2019, not only did we consolidate projects started

in 2018, we’ve started the rest of the challenges that

we set out in our plan. It is worth highlighting the
efforts to put customers at the heart of the company
through the customer experience model that we have
implemented. With measures such as the single window
or our new Charter of Commitments, we are working to
generate a close and transparent relationship with local
councils and all the people of Madrid.
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The influence of climate

In December we had the opportunity to show

the world our commitment to our Sustainable
Development Goals. The COP25 climate summit in
Madrid was the perfect setting to share that we will
adapt the Community’s water supply to the complex
challenges posed by climate change.

Unfortunately, 2019 has presented us with an
abnormal climate situation, with a dramatically dry
spring, which we could well understand as a simulation
scenario to come
as a result of

water resource availability. In turn, these same factors
have increased consumer demand for water, putting
the water supply at risk. Faced with this complex
scenario, we have demonstrated that we are prepared
to guarantee access to water, even in unusually
unfavourable situations, by offering an excellent
product, both in terms of quantity and quality.

The Strategic Plan’s scorecard has allowed us

to analyse the results of this situation on our
performance. One of the conclusions has been that
the required energy consumption to respond to water
stress was higher than expected, counteracting our
energy efficiency measures. This increase in energy

demand is testing our commitment to sustainability
and the reduction of CO, emissions into the
atmosphere, challenges that we will undoubtedly have
to face over the coming years in order to comply with
the 2030 Agenda.

global warming.

-25 PLAN

A 25% reduction in the volume of drinking water
consumed per inhabitant

SMART-REGION PLAN

Smart metering throughout the Madrid Region

This lack of rain, coupled
with high temperatures,
has significantly limited

NETWORK PLAN

Replacement of obsolete networks
to improve water quality

365-DAY SERVICE CONTINUITY PLAN

Service recovery under normal conditions within
a maximum period 12 hours

ADVANCED STUDIES IN WATER MANAGEMENT

Dual training and Master’s Degree in Water Management

0.0 KWH CLEAN GENERATION PLAN

100 % self-supply from renewable or high efficiency sources

SANEA PLAN 2019 TARIFF FREEZING

O % increase in domestic, industrial
and business tariffs until 2019

100 % of sewer system networks
in line with master plans
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Canal de Isabel Il considers with . The town and city councils o
our stakeholders to be essential. We make specific of the municipalities we serve, as well as domestic,
commitments with them on a daily basis that we commercial and industrial customers and users;
recognise as part of our responsibility as a public large customers such as residential estates or
company, and thanks in part to their direct participation homeowners’ associations.
during the entire Strategic Plan design process.

. Our company’s employees,

Our main stakeholders include: suppliers and contractors.

e Other with which we

) The European Union, the work, as well as the industry associations in which

Ministry of Agriculture and Fisheries, Food we actively participate (AEAS, AGA, EUREAU EBC

and Environment, the Tagus Hydrographic and IWA).

Confederation and the Ministry of Health, Social

Services and Equality. . in general, with special interest in certain

sectors and agents, including:
 The the
and the six parliamentary - The school community (teachers and students) - The scientific community and institutions

groups represented in it (PP, PSOE, Ciudadanos, with whom we interact through the activities of focused on innovation.

Unidas Podemos, VOX y Mas Madrid parties). Canal Educa. _ Business analysts and experts in our industry.
« Public The Community of Madrid - The entities that address the expectations of our - Persons in charge of managing our environment

and the 111 town councils that form part of our society (NGOs, foundations and associations). and persons responsible for its protection

shareholding. - The media and opinion makers. and improvement.
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The frequency with which we interact with the
different stakeholders is as follows:

in addition to the bimonthly
delivery of the water bill, we have a very fluid contact
through our numerous commercial offices and
telephone campaigns. Moreover, we have a customer
satisfaction survey in which we contact them to find
out their opinion about our services.
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we maintain a permanent relationship
with employees through personal contact and new
technologies. A noteworthy example of this is the daily
update of the Canal&Tu intranet in Canal de Isabel Il,
which includes all the news affecting the company’s
daily life. Furthermore, regular meetings are held with
workers’ representatives through the Works Council
or in other thematic forums such as meetings on
training or overtime, or of the Occupational Safety
and Health Committee.

we also maintain constant and fluid contact
with our suppliers. Daily, through their telephone,
e-mail and web queries, handling offers, minor orders
and complaints through our web SRM system and
our SAP ERP, in addition to the direct contact that
necessarily takes place with each of the services that
work with them. Annually, through the confirmation
of balances necessary for the auditing of annual
accounts, and also when carrying out the annual
satisfaction survey.

the General Shareholders Meeting is
convened by the Board of Directors when deemed
convenient for the corporate interests. The Ordinary
General Shareholders Meeting, previously convened

| 2. Sustainability, a safe bet |
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for the purpose, meets within the first six months
of each fiscal year to approve, where appropriate,
the company’s management and the accounts for
the previous financial year, and to decide on the
distribution of profits.

With (regulators,
strategic partners, business generators or society
at large), relations are continuous, constant and
increasingly intense. Our intention is to continue to
deepen our relationship with all our stakeholders,
intensifying contact with them. We are convinced
that we will only achieve our goals if we all work in
the same direction.

To open up said participation in 2019, we have

continued carrying out focus groups and numerous
interviews in order to understand their opinion and
the expectations they have regarding the company.

In order to promote fluid communication with
stakeholders, Canal de Isabel Il uses the communication
channels at its disposal to understand and respond

to society’s demands and queries with regard to
economic, environmental and social aspects.



Communication channel

PERSONAL
OR IN-PERSON

TELEPHONE, FAX,
EMAIL

INTERNET

PUBLICATIONS/
TECHNICAL
REPORTS

MEDIA: TV, PRESS,
RADIO, ETC.
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Internal communication

Meetings.
Training and awareness-raising.

Leisure and sport activities for
employees and their families.

Telephone, fax, ordinary post.
Suggestion box.

Corporate Intranet.
R&D&i blog.

Internal reports and memos.
In-house magazine for employees.

Corporate headquarters.

Commercial customer service offices.

Customer service.
Customer Ombudsman.

Customer Service Hotline.
Supplier Service Hotline.

Online Customer Service.
Corporate website.
Transparency portal.
Shareholder portal.

Canal Educa website.
Canal Voluntarios website.

Sending of personalised information
to the customers.

Canal de Isabel Il Annual Report.

Press releases.
Media announcements.
Online press room.

External communication

Organised tours of facilities.
Educational campaigns (Canal Educa).
Recreational and sports areas.
Participation and sponsorship of

conventions, forums and other meetings.

Contact telephone no. for educational
initiatives.

Fundacion Canal website.
Arte Canal exhibition website.
Canal on YouTube.

Canal on Instagram.

Canal on LinkedIn.

Facebook profile.

Corporate publications.
Fundacion Canal publications.
Canal R&D&i workbooks.

Awareness raising campaigns targeting the

population (Join the Water Challenge).

Fundacion Canal activities.
General Shareholders Meeting.

Customer Ombudsman.
Messages on the invoice.

Fundacion Canal social networks.

Canal de Isabel Il App for Android and iOS.
Canal&tu company magazine.

Canal de Isabel Il blog.

Contents | 1. Our company | 2. Sustainability, a safe bet | 3. Our performance in 2019 and future objectives | 4. The Canal Group | 5. About this Report
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The Sustainable Development Goals,

ever present in our management, have
marked since the beginning of the Plan in
2018 and will mark until 2030, the Canal’s
roadmap to fulfil its strategy and to address
the challenges currently posed by the
management of a basic resource for life

such as water.
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Throughout 2019 we have been particularly involved
in measuring the Canal’s performance with
Sustainable Development and its impact thanks to
the implementation of our Plan’s plans and actions in
the area of the circular economy or the fight against
climate change, among others.

The following sections present the 2019 results for
each SDG that we have previously prioritised in a
transparency and communication exercise from a
company committed to the environment, economic

GRI [103-1] [103-2]

growth and the generation of social value in all places
in which we operate.

Although SDG 6 “Clean Water and Sanitation” is,

by default, the one that applies to us as a company
in the water sector, the rest of the activities that we
carry out and the externalities generated also allow
us to contribute to the rest of the development goals
that we hope to achieve in the 2030, as we have
pledged during the Climate Change Summit held this
year in Madrid.
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Fr-m SDG 6 clean water and sanitation: the water of all Madrids people

Guaranteelng every re5|dent of Madrld’s and “hydric stress” in Spain are likely to become
access to a quality resource more frequent.
The main I’eSpOﬂSibility of Canal de Isabel One of the main challenges we face is to achieve In the case of the Autonomous Community of Madrid,
| is to ensure the current and future supply maximum efficiency and continue to provide quality we are already suffering from some of these risks.
and sustainable services over time. As a result of This is shown, for example, by the reduction of more
of water to all our users. To do thiS, we need climate change, situations of resource scarcity than 20 % in the average contributions of water to

to have adequate infrastructures and tools
that a“OW UsS to Mma nage the resource in an NATURAL CONTRIBUTIONS OF RIVERS TO CANAL RESERVOIRS, 1914-2019 (MILLIONS OF CUBIC METRES PER YEAR)
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our reservoirs in the last thirty years compared to the
historical average since 1914.

The published scenarios on the evolution of the climate
in Spain until 2050 raise fears that this situation will
worsen in the future. It will therefore be necessary to
make the required investments and look for the best
supply alternatives to meet this important challenge.

Despite shrinking inputs, in the last twelve years

Canal has been able to cope with a large increase

in population with the same reservoir capacity. Our
supplied population in the Autonomous Community of
Madrid has increased from 5.74 million inhabitants in
2002 to 6.44 million in 2019, which entails an increase
of 12 % in sixteen years.

Facing this challenge means acting in several ways,
seeking solutions by means of alternative resources,
new infrastructures, policies to promote saving,
efficiency in resource management and extending the
supply of regenerated water for compatible uses.
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Alternative supply sources

In the area of supply, our objective is to have more
resources that allow us to mitigate the effect of

the decrease in natural inputs and, in addition, to
have facilities that allow us to operate with enough
flexibility from the sources of supply available to us.

Among said resources is our capacity to transfer water
from the reservoirs of Picadas and San Juan, and to a
lesser extent Los Morales, in the Alberche River basin,
where we have the corresponding concession.

Canal also has the possibility of obtaining
groundwater through its 78 wells, a strategic reserve
for drought situations.

The use of the Guadarrama River has been enhanced
in recent years, transferring water to the Valmayor
Reservoir by means of the Las Nieves weir. We also
have the possibility of obtaining water from the Sorbe
River using the El Pozo de los Ramos dam, which
connects to the Jarama Canal.

USE OF RESOURCES IN ADDITION TO INPUTS TO CANAL RESERVOIRS
FOR THE 2014-2019 PERIOD (MILLIONS OF CUBIC METRES ANNUALLY)

120

90

60

30

2014 2015 2016

® Sorbe Alberche

® Underground water

2017 2018 2019

Las Nieves Los Morales
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We also have the Tagus DWTP, which since 2010 has
made the river’s resources available to the inhabitants
of Madrid thanks to the most advanced technologies.

All these actions allow us to improve communication
between the supply systems of the Autonomous
Community of Madrid, improving the flexibility of the
system’s operation and our ability to guarantee water
availability for users. In 2019, a particularly dry year,
the volume diverted from other catchments was 57.35
million cubic metres, which has more than doubled
compared to 2018 (29.16 million cubic metres).
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Reuse Plan: The definitive alternative

Regenerating wastewater for its subsequent reuse is
one of our greatest challenges for the future. Thanks
to regeneration, we will be able to obtain a large
volume of water for certain uses that are not related
to the supply of water for human consumption, but
which today are an important part of the demand:
irrigation of public parks and gardens, golf courses,
street cleaning and even some industrial uses.

By making greater use of reclaimed water, we are
able to reduce the pressure on the resources stored
in our reservoirs, which means a more rational and
sustainable management of the resource.

By the end of 2019, Canal had 25 regeneration plants
in service, 650 kilometres of reuse networks and 64
regenerated water deposits. With these infrastructures,
24 municipalities and 11 golf courses were served with
regenerated water, with a total surface area of 789
hectares, as well as industry (International Paper) and
11 other entities. Thanks to agreements signed with
municipalities, 323 parks in the region are irrigated with
regenerated water (a total of 1,767 hectares).

GRI [301-2] [301-3] [303-3]

DISTRIBUTION BY USES OF REGENERATED WATER
PRODUCED IN 2019
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In 2019, we regenerated a total of 15.88 million cubic
metres of water for subsequent reuse, 31 % more than
in 2018.
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The fight against water fraud

Canal de Isabel Il has a specific area dedicated to
combating fraud. The task of detecting fraud involves
various phases, the final result of which is in many
cases channelled through complaints brought before
the Judicial Authority, it being understood that we
are faced with activities that could be included in
Chapter VI of the Criminal Code - Fraudulent Acts. In
other cases, preventive conviction of non-contracted
connections is carried out in order to avoid their illegal
use by third parties; occasionally, the result of the
action is transferred to other areas of Canal, since it

Is understood that this case may fall within its scope,
due to its special characteristics.

Throughout 2019, as a result of the work carried out,
fraud involving more than 5.40 million cubic metres

of water has been detected and almost 796,576 euros
have been collected through proper management.
Furthermore, 759 fraudulent connection convictions
have been handed down and 326 contracts have been
negotiated and signed to regulate fraudulent situations.

Our network’s efficiency

Canal de Isabel II’'s strategic priority is to implement
internal actions that allow us to manage water with
the greatest efficiency in the distribution network,
reducing and controlling the leaks registered in
distribution and connections, and in breaks.

The policy of renewing and improving the distribution
network, which in the last three years has meant an
average renewal of 146 kilometres per year (184 in
2019), aims to minimise water losses due to leakage
and breakage and to reduce damage to third parties

NETWORK BREAKAGE RATE
(NUMBER OF BREAKS PER KM OF NETWORK PER YEAR)
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due to flooding. The effort that Canal has historically
made resulted in a significant improvement in our
breakage rates over the past 14 years, with a 62 %
reduction in pipe breaks. All this despite the growth
of the network and the addition in 2012 of networks
from new municipalities with poor conservation.

The results of all the efficiency efforts made by Canal
are reflected in the available data on the efficiency
of Canal’s network. In this way, actual losses in
treatment and distribution caused by leaks, breaks
and breakdowns in the supply network, as well as
hidden losses due to measurement errors, fraud and
unmeasured consumption, have been reduced in
recent years.

The self-consumption of water needed to provide
the service to Madrid residents throughout the
2018/2019 hydrological year was 4.83 million cubic
metres, 0.97 % of the water diverted for consumption
by Canal.
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HIDDEN LOSSES IN THE DISTRIBUTION NETWORK
(% OF WATER DERIVED FOR CONSUMPTION PER HYDROLOGICAL YEAR)
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EMISSAO:

Driving the water sector in Brazil

Emissao S.A. is the company of the Canal
Group in Brazil dedicated to constructions
and infrastructure. It also carries out waste
management activities and decontamination
as well as digital reading of meters.

In a country where access to water is a
big problem for most of the population,
Emissao faces the great challenge and at the
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same time, the opportunity to participate

in the infrastructure construction and
development basic not only supply and
distribution but also sanitation, whose access
affects 50 % of the population.

In 2019, the main projects of Emissao have
been developed in Brasilia, Rio de Janeiro and
in various municipalities of the state of Bahia.

| 3. Our performance in 2019 and future objectives |
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Monitoring in the Strategic Plan

®

=2
LINE 1

Strategic objective

To maintain the present supply guarantee level in
the foreseeable climate change scenarios and with a
sustained increase in population that’s equivalent to

the average of the past 15 years.
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2019 was marked by adverse weather that also
caused changes in water consumption habits. In this
regard, if the summer was marked by more moderate
temperatures than in previous years, the spring was
warm and very dry, which has meant an abnormally
long irrigation season. As a result, the upward deviation
of what was established in the PLAN -25 star plan the
objective of which is optimising consumption to reach
127 1./inhab./day in 2030, has been higher than what’s
established for a typical warm year, closing, 2019, in
206 litres per inhabitant per day. It is the second-best
data from the 2005-2019 period (the record was last
year) even though it was a dry year with well below
average contributions during this period.

However, this same circumstance has meant an
increase in the use of regenerated water, reaching

a production for irrigation and industrial use of 16 hm?,
33 % more than in 2018. Likewise, a tertiary treatment
performance of 95.89 % was achieved, with 101.77 hm?
of treated water being discharged to surface water
with a much higher quality than required.

In turn, actions aimed at increasing uncontrolled
water efficiency have achieved a new record value

of 13.58 %, 0.62 points below the 2018 value. This very
significant figure is marred by the aforementioned
consumption increase, resulting in an improvement of
approximately one hm? in absolute terms, equivalent
to the consumption of more than 12,000 people.

@ MORE INFORMATION REGARDING THE STRATEGIC PLAN MAY BE FOUND ON

| 3. Our performance in 2019 and future objectives |
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SLO1 - ENSURE THE SUPPLY GUARANTEE

SL 01 - Population supplied by water saving

39,761 people o0
Obj.: 76,253 people J c

Consumption avoided: 13 hm? (172,747 people).

SP 1.1 - Ensure maximum efficiency
of existing resources

SP 1.1 - Degree of automation
of the exploitation

33.8 % automated

SP 1.2 - Extend and encourage the
consumption of regenerated water

SP 1.2 - Percentage of tertiary use

95.9 % of its capacity

SP 01 - Water diverted per capita per day

206 l/inhab/day o0
Objective according to average (last 3 years): ° e
206.5 l/inhab/day ®oe0’

Compliance compared to the average: 100 %

SP 1.3 - Ensure and encourage efficient
management of the demand

SP 1.3 - Non-registered water

13.58 % of the volume
diverted for consumption

Obj.: 40 % automated °e, Obj.: 95.4 % of its capacity °°°, 12.53 % no treatment ®e,
% S % 0bj.: 13.5 % of the VDC by %
o (] o [ (]

Compliance: 66 % Y Compliance: 100 % ®ece’ Compliance: 89 % Y
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Guaranteeing quality: the best water in Spain

The quality of the water that Canal de Isabel Madrid’s water is considered throughout Spain as being There are multiple reasons for this quality. We have

_ . . of the highest quality. Thus, for example, bottled water an excellent raw material at source (our reservoirs
I serves Madl’ld’S re5|dents is one of the consumption in the region (16.6 litres per inhabitant per and collection points), with adequate and advanced
hallmarks of the Autonomous Community year) is 72.37 % lower than the Spanish average (60.2 treatment systems and the great effort we make to
litres per inhabitant from July 2018 to June 2019). preserve and maintain water quality.

of Madrid.
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Consequently, with the aim of guaranteeing water
safety, Canal de Isabel Il has established a monitoring
programme from the point of origin of the supply to
its delivery to the consumer.

Analyses corresponding to the water supply
monitoring and quality control programme are
carried out in four laboratories integrated in the
Sub-directorate of Water Quality and in another
twelve integrated in the Treatment Area. The
determinations are made at these labs that are
required by legislation on the sanitary criteria for the
quality of water for human consumption. Canal also
manages the quality control of purified effluents in
WWTPs and the quality of regenerated water for
irrigation of green areas.

In 2019, Canal de Isabel |l carried out over 3 million
water quality samples and analysed more than

20 million analytical controls to ensure the quality
of service. This means running more than 8,500
checks per day and 38 analyses per minute.

GRI [416-1]

The control of water at source encompasses the
two possibilities of available resources, surface water
and groundwater.

Surface water monitoring is carried out by means of
the [imnological study of the reservoirs and rivers used
for catchment, while groundwater monitoring is aimed
at the analytical characterisation of the resource,

in compliance with the environmental conditions

for groundwater established by the Autonomous
Community of Madrid.

Surface water intended for the production of drinking
water usually has a high level of quality, with the
highest percentage of surface water collected
classified at the highest quality levels established

by current legislation.

Contents | 1. Our company | 2. Sustainability, a safe bet | 3. Our performance in 2019 and future objectives | 4. The Canal Group | 5. About this Report
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Monitoring distributed water

For the surveillance of treated and distributed water,
we use two programmes based on classical manual
sampling:

» Systematic programme checking the resource
on entering and exiting the DWTPs, header and
regulating tanks, and official sampling points
located throughout the network.

 An auxiliary programme without an established
schedule for addressing claims and specific studies.

The manual sampling system is complemented by

a network of 57 Automated Surveillance Stations
(EVAs), installed at the outlets of DWTPs, large tanks
and the most important supply nodes. All of them are
equipped with sensors that allow a series of chemical
parameters to be measured continuously and the
results to be sent in real time to the Main Control
Centre through the Canal’'s communication network.

The parameters that we measure in the EVASs are
chosen specifically for their importance with respect
to the diagnosis of water quality. Their number is
being increased through a multi-year programme.
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The analytical determinations in all the EVAs include
chlorine, ammonium, nitrites, pH and conductivity,
among others.




EINF

Monitoring wastewater and
regenerated water

Canal de Isabel Il also manages the quality control

of tributaries treated in WWTPs and the quality of
reclaimed water destined for irrigation of green areas
and street cleaning.

Canal de Isabel Il has a purified water laboratory for
this purpose. Located in Majadahonda, it covers a
surface area of more than 2,200 square metres and

Is equipped with a physical-chemical laboratory, a
microbiology laboratory, an organic contaminants
analysis laboratory and a metal and solid samples
laboratory, an incubation room and a data and
microscopy room, among other facilities. Furthermore,
we have another three laboratories for analysing
waste water in some of our WWTPs.

Our surveillance program allows us to maintain

a permanent alert system through a network of
Automatic Surveillance Stations (EVAs), 95 for
treated water and 60 for reclaimed water, which we
also use for strict control of treated water from its
entry into the WWTP until it is returned to the rivers,
and for the control of water from the reuse networks.
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Compliance with current regulations
on water for consumption

In 2011, Canal was certified by the National Accreditation
Body (ENAC) according to the UNE-EN ISO/IEC 17025
standard for the performance of physico-chemical and
microbiological analyses, from the Central, Povéda (in
Arganda) and Grindn laboratories. This certification has
been extended by the inclusion of new test methods
and now includes in its scope fresh and drinking water
and regenerated water.

In addition, all of Canal’s laboratories and EVAs are
included in the scope of application of the quality and
environmental management systems implemented in
the company and certified, since 1997, according to
UNE-EN ISO 9001 and UNE-EN ISO 14001 standards.

’Zﬁ )
4 .’ 3 f

1~

Our most recent incorporation was in 2017, with the
entry into service of the new Collado Villalba laboratory
for analysing drinking water, in order to strengthen

the control of drinking water in the northeast of the
Autonomous Community of Madrid.

Since 2009, Canal has been accredited by the
Majadahonda cold water meters verification
laboratory (file 278/LE1569), which was subsequently
extended to flow metres.

In 2019, the degree of compliance of the distributed
water, in percentage of samples that meet the norm
on total samples analysed for the self-control protocol,
was 93.81 %.

| 3. Our performance in 2019 and future objectives |
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Monitoring in the Strategic Plan

LINE 2

Strategic objective

To guarantee the quality of drinking water
from its source, conserving the sources of supply,
to the point of consumption.
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In line 2 of our plan we highlight the following projects
that we’ve completed in 2019 in order to continue
guaranteeing the highest quality water:

* 50 spillways in the sewerage network have
been monitored that discharge into the reservoir
receiving channels.

 Ways of improving the operation of the
Manzanares dam intake have been analysed.

e Some limnocorrals have been installed to

investigate how the shade balls affect water quality.

 Improvements have been made to conventional
treatments (static decantation purges at the
Colmenar DWTP and new lamella systems at the
Majadahonda DWTP) and floating panels have
been placed in decanters at the Navacerrada
DWTP, in order to improve the quality of the
decanted water.

* 87 new OSS (official sampling stations) have been
installed: in different points of the network, thus
having more data related to water quality. Many of

them provide sensors to monitor quality in real time.

* |Installation of a chlorine injection system to
maintain the chlorine levels in the network.
Preparation of a maintenance and operation
tender for the chlorine injection systems
managed by Canal.

» Call for tender for contract 102/2018 “Renovation
of the supply network of Canal de Isabel I, S.A.”,
which includes the renovation of 1,200 km of pipes.

* Pipe cleaning using “swabbing” technology.

| 3. Our performance in 2019 and future objectives |
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SL 02 - GUARANTEE THE QUALITY OF DRINKING WATER

SL 02 - Total compliance in the distribution network

99.8 % compliant
Obj.: 99.8 % compliant

Compliance compared to 2019 objective: 100 %

SP 2.1 - Ensure maximum efficiency
of existing resources

SP 2.1 - Incidents of raw water

17 incidents
Obj.: 18 incidents e®e

Compliance: >100 % Y

SP 2.2 - Plan to promote and use of new
treatment technologies

SP 2.2 - Quality incidence in outflow
from DWPT/Header tank

1.2 % in header
0bj.: 1.8 % %o

Compliance: >100 % oo’

SP 02 - Percentage of pipes according to internal Canal standards
with respect to the supply network total

83 % of the network
Obj.: 83 % of the network 0%

Compliance: 100 % .'0 o 0'.

SP 2.3 - Plan to improve the network
operation process

SP 2.3 - Quality incidence received per
thousands of kilometres of network

138 incidents / 1,000 km
Obj.: 150 e®%o

Compliance: >100 % ®ece’

SP 2.4 - Plan to improve preventive
maintenance of the supply
network

SP 2.4 - Percentage of pipes according to
internal Canal standards with respect
to the supply network total

83 % of the network
Obj.: 83 % " e

Compliance: 100 % Y




ASAA:

A new future for Riohacha
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Avanzadas Soluciones de Acueducto y
Alcantarillado - ASAA S.A. E.S.P., is the company
responsible for water supply and sewerage
management in the Colombian city of Riohacha,
capital of the Department of La Guajira.

At the end of 2019, the company supplied a total
of 235,515 inhabitants. Canal holds 32.50 % of its
shares, the Riohacha District holds 20 % and the

rest belongs to other small shareholders.

Throughout 2019, the DWTP that treats the
water for the municipality was extended with the
objective of producing 100 I/s more.

GROUP SPECIAL

The Aquarating certification was also obtained
for the company’s evaluation according to this
standard evaluation from the International Water
Association (IWA).

Thanks to the extension of the treatment plant
and the signing of the agreement with tLhoec al
administration and the Ministry of Housing, City
and Territory the supply of the city that over
the last year has attended the massive arrival of
Venezuelan migrants will be able to be met through
a Differential Scheme of supply service provision.

| 3. Our performance in 2019 and future objectives |
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Canal must guarantee the security of the
service that allows continuous supply
and contributes to the well-being of all
of Madrid's residents. To this end, we
must equip ourselves with systems that
guarantee the security of our facilities,
some of which are critical, as well as our
information systems and our personnel.
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Service continuity:
A reliable service 24/7

Guaranteeing the security and safety
of facilities and people

In order to ensure the supply of drinking water to

the citizens of the Autonomous Community of Madrid,
Canal de Isabel Il must guarantee the management
and control of the security of all its facilities.

To this end, we coordinate key aspects such as
building and facility security services, self-protection
plans, security in large dams, water fraud control,
coordination with the law enforcement agencies

and protection of customer-related data.
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Operational security

Canal de Isabel Il manages a large number of
infrastructures that can be considered particularly
risky, as well as an important heritage that is subject

CANAL DE ISABEL Il SUSTAINABILITY REPORT 2019
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to different security pressures. The entry into force

of Law 8/2011, of 28 April, which establishes new
measures for the protection of critical infrastructures,
has led to the classification of some of the
infrastructures we manage under this new category.

By the end of 2019, there were almost 450 people
working in the area of security at Canal de Isabel Il,
monitoring our 1,061 different installations throughout

the territory of the Autonomous Community of Madrid.

As of 31 December 2019, we had 109 established fixed
surveillance posts and 23 external security and safety
patrols in place, increasing surveillance coverage
should the need arise. All security personnel have
been trained in the fundamental rights of citizens,

as required by the regulations in force.

Also, in 2019, the existing coverage of electronic
security systems was extended to include closed-
circuit television surveillance (21 % more than last
year), intrusion detection systems and card access

GRI [410-1]

control to multiple facilities (7 % more than last
year). Our closed-circuit television (CCTV) systems
already manage 768 cameras; many of them perform
automated supervision without human intervention,
increasing operator efficiency and responsiveness.

Self-protection of buildings and facilities

In 2019, many actions have been taken in this direction.
These include preventive maintenance of the self-
protection systems in 52 buildings or the preparation
and/or renewal of 18 Self-Protection Plans.

The implementation of the Self-Protection Plans is
organised on two solid bases: training and involvement.
To this end, the personnel who will be part of the
teams are chosen on a voluntary basis, and then all

the staff is trained. In 2019, four Real Fire courses were
given and 76 evacuation drills were held.

| 3. Our performance in 2019 and future objectives |
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Canal de Isabel Il, S.A. continues the continuous
improvement process to encourage that all
processes and procedures are in accordance with

the indications of Regulation (EU) 2016/679 of the
European Parliament and of the Council of 27 April
2016 on the protection of natural persons with regard
to the processing of personal data and on the free
movement of such data, and Organic Law 3/2018 of
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5 December on the Protection of Personal Data and
Guarantee of Digital Rights.

In this sense, with the stated objective, data protection
principles continue to be implemented in the different
processes and procedures, applying technical,
organisational, training and legal measures.

GRI [418-1]

In 2019, 116 data protection rights were exercised,
data protection clauses were incorporated into

294 contracts and 26 suggestions and complaints
regarding data protection from customers and
integrated water cycle users were resolved. Likewise,
specific data protection training actions were given in
different areas of the Organisation.

Contents | 1. Our company | 2. Sustainability, a safe bet | 3. Our performance in 2019 and future objectives | 4. The Canal Group | 5. About this Report
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Security of information systems
and business continuity

In matters of information security at Canal, we seek
to achieve a greater degree of maturity in the
cybersecurity management, in line with international
standards and commonly accepted information
security best practices.

In terms of the assets that make up the Operational
Technology (OT), we work to increase levels of
cybersecurity by taking into account the nature of this
technology and its specific requirements, strengthen
prevention and detection systems against cyber-
attacks through better use of Threat Intelligence,

and establish operational protocols for responding

to cyber-attacks.

Our goal is to position Canal de Isabel Il among
the companies in the sector with the highest cyber
resilience rates.
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Monitoring in the Strategic Plan

To ensure service continuity when faced with
possible failures that may affect the networks,
the quality of water supplied or the information
systems of Canal.
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In order to continue supplying water in quantity and
quality and without interruption, in 2019 we developed
new actions within Strategic Line 3 of our plan, among
which we highlight:

* In 2019 we worked with the methodology for
characterising supply resilience defined in 2018.
32 sectors have been studied, covering 117,313
contracts, of which 45 % are characterised by low
resilience. From the analysis, 6 alternatives have
been identified and evaluated. As a result of the
work, in 2019 we have more contracts that have an
alternative supply to severe incidents than initially
planned, reaching 81.3 % of contractss.

 During 2019, we continued with the characterisation
of the facilities, prioritising them by their importance
in the supply system and, at the same time,
Implementing the adaptation and reinforcement,

where appropriate, of the security systems in
line with the risks identified in the main facilities,
achieving the actions and objectives set for the year.

In 2019 we also launched a security portal for
internal use by employees where they can consult
information regarding facility security, personal
safety, information security and privacy, as well
as access the contents of security campaigns or
relevant news in the field of security. Moreover,
safety information campaigns have increased and
raising awareness was focused on those employees
who had difficulties in the phishing campaign
launched in 2018, which was again carried out in
2019. This year, an informative and awareness-
raising talk about the Internet of Things was also
given for employees as part of the Innovation
Systems for Water Management trade fair.

Contents | 1. Our company | 2. Sustainability, a safe bet | 3. Our performance in 2019 and future objectives | 4. The Canal Group | 5. About this Report
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* To increase information security, in 2019 we have in this regard, in 2019 a complete shutdown test
developed 4 specific action guides to respond to of one of the data processing centres and service
specific threats, in addition to having renovated the recovery in the alternative centre was completed
perimeter and data network security infrastructures, with satisfactory results, and the redundancy of
also increasing the level of monitoring and early communications between the Data Processing
warning in the Security Operation System (SOCQC). Centres was also completed.

It is worth highlighting the start of the master

plan for security in operation technology (OT), as
well as the reinforcement of security in remote
connections to the industrial network for operation
and the network interconnection security level.
The continuity of the information systems is also
fundamental for the continuity of the service and,

For security reasons, Canal de [sabel |l does not make
its line 3 indicators public.
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1 CLIMATE
ACTION

3

The environment is in Canal de Isabel ll's
DNA. As managers of a natural resource that
is essential to life and responsible for the
purification and proper discharge of nearly
6.5 million people’s waste into the sewage
system, it could not be otherwise. Therefore,
the conservation and protection of our
environment is part of our mission and is one
of our main daily tasks.In the future we want
to take a step beyond legal compliance in our
commitment to the environment.
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GRI [201-2] [305-1] [305-2] [305-3] [305-5]

SDG 13 climate action: taking care of the planet

How have we adapted?

Most experts agree on the importance that the effects
of climate change can have on the potential change in
the distribution of water resources globally.

Canal de Isabel Il cannot be unaware of this concern
about the future sustainability of our supply model
and, for this reason, we are working both in the area of
mitigation and adaptation to be prepared to face the
adverse effects that climate change may cause.

OUR GREENHOUSE GAS EMISSIONS (GGES)

In 2019, according to estimates, greenhouse gas
(GHG) emissions amounted to 200,726 tonnes of CO,
equivalent. This represents a 42.02 % reduction in our
total GHG emissions compared to the previous year
and is mainly due to all of the energy purchased in the
electrical network had guaranteed renewable origins
and therefore there were zero tonnes emitted, the

increase of the thermal sludge drying activity entails a
greater natural gas consumption.

The only two Canal facilities subject to regulations
on greenhouse gas emission rights are the
Wastewater Sludge Treatment Unit of the WWTP
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with cogeneration of Loeches, (UTL) and the Sur
WWTP Thermal Sludge Drying Plant. Both of which
in 2019 compensated their emissions by providing the
Emission Rights National Registry the 96,479 tonnes
of CO, equivalent.

As far as the origin of our emissions is concerned,
three scopes can be distinguished:

* Direct emissions, originating from Canal processes
and/or facilities (scope 1), accounted for 59 % of the
total in 2019. These include our main combustion
activities: the cogeneration in the Loeches UTL, the
cogeneration in the sludge drying WWTP Sur, the
composting processes of sludge or those associated
with emissions from the company’s vehicles.

 There were no indirect emissions, associated with
Canal’s electricity consumption (scope 2), given
that all of the electricity we consume comes from
renewable sources.

* Indirect emissions, associated with supplies and
services provided by third parties (scope 3), such
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as waste transport, reagent consumption and
paper consumption. They accounted for 41 %

of our emissions in 2019 and include emissions
associated with commuting by Canal employees
from their homes to the company’s workplaces.

In terms of specific emissions in 2019, 0.209
kilograms of CO, equivalent were recorded for each
cubic metre managed".

Historically, electricity consumption was one of the
main sources of emissions of this type of gas by
Canal. In dry years, which require higher electricity
consumption to ensure adequate supply, emissions
may almost double (as they did in 2012). For this
reason, Canal focuses its efforts to reduce emissions
on the generation of clean energy and the search
for energy efficiency. All of the energy purchased
in the electrical network since 2018 had guaranteed
renewable origins, which, combined with our own
generation makes our emissions associated with
electrical consumption (scope 2) zero tonnes.

*Sum of the water rerouted for consumption, the water purified in WWTPs and the water regenerated for reuse throughout the year.

GRI [305-1] [305-2] [305-3] [305-4] [305-5]

GREENHOUSE GAS EMISSIONS BY SOURCE IN TONNES
OF CO, EQUIVALENT (2017-2019)

250,000
200000 * 62,137
150,000 E 81,965
s 56,810
100,000 :
50,000
o * 10,933 ® 11,148 * 10,794
2017 2018 2019

@ Others indirect emissions by third parties from purchasing utilities or services (scope 3)
Indirect emissions from electricity consumption (scope 2)
Direct emissions from cogeneration (scope 1)

® Direct Processes emissions (scope 1)

| 3. 0ur performance in 2019 and future objectives |



ATMOSPHERIC EMISSIONS

The emissions of greenhouse gases, acidifying
substances and tropospheric ozone precursors into
the atmosphere that can be attributed to Canal’s
operations come from:
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* Emissions associated with the composting
processes of sludge from our WWTPs.

* Direct emissions from existing combustion plants
in Canal’s facilities, particularly those from the
UTL in Loeches and the thermal sludge drying
plant of WWTP Sur.

GRI [305-7]

 Exhaust gas emissions from our 722 vehicles and
machines, which in 2019 have covered a total of
10 million kilometres, as well as diesel used in
some processes.

DISTRIBUTION OF CANAL AIR EMISSIONS (EXCEPT CO,) IN 2019
(TONNES PER YEAR AND % OF TOTAL)

o
NITROGEN o e NITROUS
OXIDES O OXIDE (N,0)
(NOx) 382.97 : 856
® 1.07 %
O
SULPHUR e o e METHANE (CH,)
DIOXIDE (SO,) . ° 108.04
4470.56 % 0. .‘ 13.57 %
®
CARBON e VOLATILE ORGANIC
MONOXIDE (CO) COMPOUNDS (NO METHANE)
29079 160

36.51 %
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How are we mitigating it?

In addition to generating electricity, Canal has
made significant efforts in recent years to reduce
greenhouse gas emissions, including:

Raising awareness to reduce water consumption
and rationalise water use

Efforts to raise awareness about the efficiency and
sensible use of water have a direct impact on saving
GHG emissions. Thus, the greatest reduction in
emissions is directly related to the reduction of water
consumption by our customers and users.

Reforestation Actions

In the 2019 fiscal year Canal planted 8,453 plants,
trees and shrubs. The development of new plantations
IS @ means for carbon sequestration, a useful short-
term response to global warming caused by the
accumulation of carbon dioxide in the atmosphere.
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Promoting the use of public transport

Canal finances 80 % of the amount of the Transport
Pass in the Autonomous Community of Madrid for all
employees who request it, thus promoting the use of
public transport in the workforce.
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Sustainable mobility

Canal promotes low CO, emission rates in its vehicle
contracting tenders. One of the most important factors
for awarding contracts are these CO, emission rates,
with vehicles with the lowest index being assessed
positively. The lower consumption of vehicles and the
possibility of using biofuels are also particularly valued
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in these processes. In 2019 we have renovated the
Canal de Isabel Il vehicle fleet with the gradual change
to cars with electric drive. In this first stage, 69 vehicles
have been refurbished and 200 charging stations have
been installed, preventing the emission of 124 tonnes of
CO, into the atmosphere.

Search for energy efficiency

Since 2010, various plans have been developed for
energy improvement in Canal. They seek efficiency

in energy management from an integral point of

view (operational, technological, economic and
environmental), promoting coordination between the
different areas of the company. In 2019, we highlight
the identification of the facilities to be renovated that
represent more than 85 percent of Canal de Isabel II’s
electrical consumption. To complete the consumption
characterisation at all Canal facilities with significant
consumption, a new battery of tenders will be carried
out to enable the final deployment of connected
analysers and energy audits.

Biogenic and prevented CO, emissions (tonnes) 2017 2018 2019
Biogenic emissions 97125.25 99,699.00 100,594.18
Prevented by electricity self-production 39,334.21 25914.44 2594714
Prevented by the use of cogeneration plants 44,034.04 53,289.65 70,026.97
e ssoss
Prevented by the use of hybrid vehicles 29.69 29.95 19.90
Prevented by the use of electric vehicles 3.38 10.88 117.96
Total biogenic CO, emissions and CO, prevented 180,526.57 251,067.33 271,256.69
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MANAGEMENT SYSTEMS

Canal de Isabel Il develops all its activities taking
into account its Management System Policy (quality,
environment, and health and safety). To warrant
compliance, our Management System is certified
according to the 1ISO 9001:2015, ISO 14001:2015
and ISO 45001:2018 standards. In May 2019, the first
monitoring Quality and Environmental certification
audits were conducted, by an external entity,

with favourable results for the development and
permanent improvement of said System. At the same
time, and later in October, the external audit for the
Occupational Health and Safety certification was
conducted, with the same result.

The Management System Sub-Committee, as the
specific body that directs and drives the System,

Is responsible for its monitoring, coordination and
decision-making. All of the company’s management
participates.

The document base of the Management System, on 31
December 2019, consisted of 542 documents including
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the Management System Manual and Prevention
Plan, general procedures, technical instructions and
standard operating procedures. In 2019, changes have
been made to 123 system documents.

Over the last few years in the Management System
area, Canal has made progress in defining process
architecture and, within the specific strategic action
called “Process reengineering” and in connection

RESULT OF INTERNAL AUDITS PERFORMED
IN THE MANAGEMENT SYSTEM

90

60

30

2016 2017 2018 2019

® Deviations Observations ® Improvement options

GRI [102-11] [103-2]

with the “Digital Transformation* Plan, in 2019 the
project for the digitalisation of processes and business
architecture was implemented, in which research

into the latest process management trends has been
carried out. The focus has been on searching for
different methodologies and frameworks, as well as
analysing different computer tools that support and
enable the digitalisation of processes.

Likewise, the implementation of process improvement
methodologies has been consolidated (Lean, ...).

Some of the projects completed in 2019 with these
methodologies have been: technical sanitation
compliances, fraud management and communication
between the areas of Projects, Construction, Operations
and Remote Control. Furthermore, the structure of
“Links for Improvement” has been developed, 18
people appointed by each Director to act as promoters
and coordinators of these improvement projects within
their divisions. These links received training in Lean

six sigma (green belt level) and carried out 8 process
improvement projects in 2019.

| 3. 0ur performance in 2019 and future objectives |
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PREVENTION AT THE SOURCE OF ADVERSE
ENVIRONMENTAL IMPACTS

Canal incorporates the principle of prevention into

its operating philosophy (“the best way to correct an
environmental impact is to prevent it from occurring”),
with an approach based on analysing the life cycle of
our processes and activities.

Our environmental management system contemplates
the principle of continuous improvement of our
performance, and includes among its objectives

the prevention and minimisation of pollution, the
commitment to comply with applicable environmental
legislation and the monitoring and control of
significant environmental aspects.

All the projects drafted at Canal de Isabel Il are
evaluated in accordance with the provisions of
Law 2/2002 on Environmental Assessment of

the Autonomous Community of Madrid and other
applicable legislation (notably, Law 21/2013, of

O December, on environmental assessment). In
addition to the aspects of the natural and physical
environment, these assessments analyse the social
and economic aspects and, if necessary, any
significant impacts on local communities.
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MAIN ACTIONS IMPLEMENTED BY CANAL DE ISABEL Il FOR THE PREVENTION
AND REDUCTION OF ENVIRONMENTAL IMPACTS

00000000000000000000000000000000000000000000000000000000000000000000000000000000000000

Processes/

o Actions to prevent environmental impacts
facilities

Evaluation of environmental aspects
in planning and projects

Conducting environmental impact studies

Environmental protection clauses
in tender documents

Projects and works Adoption of preventive, protective

and corrective measures

Monitoring and surveillance of environmental
aspects on site and subsequently

Correction and mitigation
of environmental impacts

Reservoir protection plans

Monitoring of the ecological quality of the
reservoir environment

Reservoirs
Dam emergency plans
Maintenance of ecological flows
Wells Sustainable exploitation of groundwater resources

Efficiency in the handling and reduction
of rejections and losses

DWTP, deposits

and networks Continuous quality monitoring

Sectorisation and network pressure control plan

00000000000000000000000000000000000000000000000000000000000000000000000000000000000000

Processes/

o Actions to prevent environmental impacts
facilities

Renovation of networks

Drinking water

redistribution Unbilled water reduction plan

networks
New technologies in networks plan
Improvement of purification systems and increase
of effluents with tertiary treatment
Implementation of the National Water Quality Plan
Discharge of excess reclaimed water from tertiary
WWTP courses to the channels
and EWTS

Monitoring of discharges

Sludge reuse with cogeneration

Regenerated wastewater reuse plan

Electric power generation from biogas

Sensible use communication campaigns

Virtual office and e-invoicing

Sales and support  Environmental education (Canal Educa)

processes

management Paper and energy saving plans in offices

Actions in matters of energy efficiency

Fleet of low-emission, hybrid and electric vehicles

| 3. Our performance in 2019 and future objectives |
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In 2019, a total of 6 projects from the Sanitation and
Treatment, Supply and Building areas were submitted
for environmental impact assessment, and no
declaration of environmental impact from

the administrations was produced during the year.

PREVENTION AND COMMUNICATION ABOUT
ENVIRONMENTAL ASPECTS OF OUR OPERATIONS

The prevention of potentially negative environmental
effects of Canal’s operations and facilities is integrated
into internal procedures and instructions for their
identification, analysis and evaluation and for their
monitoring and control.

The centralised management of the company’s waste
and the control of its emissions is carried out by the
Environmental Management Subdivision, while the
control of discharges and the quality of wastewater
treatment plant effluents is the responsibility of the
Water Quality Department. Furthermore, channels

of communication have been established with internal
and external stakeholders.
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In the case of the execution of projects subject to

the administrative environmental impact assessment
procedure, there are always bilateral communications
between the Autonomous Community administration
responsible for the environment and our company,
with a view to requesting and providing sufficient
documentation for the correct definition of the works
we carry out and the impacts they cause. In addition,
other entities with the potential to be affected are
also consulted.

Moreover, within the framework of management
systems, there are documented internal procedures
related to environmental communications from
stakeholders.

Although Canal de Isabel Il, S.A. has taken out

an environmental liability policy for possible
damage that may be caused to third parties or the
environment as a result of its activity, any penalties
that any regulatory body may impose as a result of
non-compliance in this area are expressly excluded
from the coverage.

GRI [413-1]
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Monitoring in the Strategic Plan

Our carbon footprint in 2019 has fallen below
the target, which is a major step forward in our
decarbonisation strategy, with which we aim to
become Carbon Neutral in 2030.

To encourage the circular economy and sustainable SL 04 - Reducing the carbon footprint
development, promoting excellence in the purification The decarbonisation strategy includes a series of
of waste water, as well as tackling the challenges measures promoted by Strategic Line 4 aimed at
associated with climate change via the corresponding adapting to climate change and mitigating CO,
adaptation and mitigation plans. emissions into the atmosphere. In 2019, our carbon Obj:: 217,990 T CO,
footprint has fallen below the target because, among equivalent

other things, the operating hours of the thermal sludge
drying plants have worked fewer hours than expected
due to engine failure during the summer months.

Compliance:

Contents | 1. Our company | 2. Sustainability, a safe bet | 3. Our performance in 2019 and future objectives | 4. The Canal Group | 5. About this Report
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Our forecast for the coming years provides for
minimising emissions thanks to the different projects
underway, which will help us become carbon neutral in
2030, among which we would like to highlight:

 CNG stations to supply biogas vehicles
from wastewater.

e Solar Plan: From photovoltaic technology
in floating farms.

» More electric vehicles for our fleet.

Emisiones de CO, evitadas

m GASINERA EDAR | A GAVIA
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GRI [302-1] [302-3]

PERCENTAGE OF ELECTRIC POWER CONSUMPTION SPECIFIC CONSUMPTION RECORDED IN RECENT YEARS

BY INTEGRATED WATER CYCLE ACTIVITY IN 2019 (KWH/M3)
Canal de Isabel Il has to consume vast amounts of
energy for all its processes. This energy comes from —
. TREATMENT OF e REUSE
VEIAIGAZ O AR, WWTP SLUDGE 2% 0565 0284 0186 0239 0253 0370 0310 0291
0.800

OFFICES,
STORE ROOMS
AND OTHER 0600 . o h

PERCENTAGE DISTRIBUTION OF ENERGY CONSUMPTION 0400 AT e —

IN 2019 [ COLLECTION %, L IR T

...................................................................................... PURIFICATION .. AND TREATMENT .°'-. ..-""""""

OF WASTE 0200 ——*teer
WATER
o 00.. ° g'fgﬁ&%@ 2012 2013 2014 2015 2016 2017 2018 2019
o SEWERAGE SYSTEM WATER
® 4 % Specific sanitation consumption (kWh/m?* purified)
NATURAL GAS ® ©®ELECTRICAL Company total specific consumption (kWh/m? of water managed)
SLEJC[;EEDE\R”ONI\(/BI .. E2N5ER665 o ® Specific supply consumption (kWh/m? diverted)
WWTP ) ?
WWTP BIO GAS In 2019, the direct consumption of energy from different Data from 2019 indicate that electricity consumption

NATURAL GAS AND DIESEL
BUILDINGS HEATING SYSTEM

DIESEL AND GASOLINE
VEHICLES AND PROCESSES

sources for the functioning of facilities and Canal’s
operations was 5,070,898 gigajoules, corresponding
to 26 % of electricity consumption and 26 % to natural
gas used in thermal drying of WWTP sludge.

was 2 % more than 2018. This increase is mainly due
to the increase in activity and the necessary
operational adaptations to the circumstances of a
dry hydrological year.

| 3. Our performance in 2019 and future objectives |
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In terms of specific consumption, data vary greatly
depending on the rainfall characteristics of the year.
Thus, when river flows are very low, it is necessary

to use well fields and to make greater use of elevators,
with which energy consumption almost doubles.

The specific consumption recorded in recent years

is as follows.
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As we are aware of the importance of our
consumption, in recent years initiatives have been
developed for the generation of electric energy

through synergistic processes with water management.

Thus, by the end of 2019, we were the company with
the greatest installed power in electricity generation
in the Autonomous Community of Madrid, with a total
of 107.64 megawatts.

Canal de Isabel Il has facilities that, synergistically
with the supply and sanitation processes, generate
renewable energy, use energy by-products from
processes and cogenerate electricity.

At the end of 2019, Canal and its Business Group
managed the following electricity production facilities:

9 hydroelectric power plants, with a total installed
capacity of 35.52 megawatts, managed by
Hidraulica Santillana, a Canal Group company.

¢ 13 WWTPs equipped with motor-generators and
turbines using the biogas produced in purification

GRI [302-4]

processes, with a total installed power of 26.00
megawatts.

« 2 cogeneration plants (Loeches UTL and WWTP
Sur), associated with the thermal drying process
of WWTP sludge, with an installed power of
44.70 megawatts.

« 3 small wastewater falls in the Sur and La Gavia
WWTPs that take advantage of the difference in
level at the dumping point with an installed power
of 0.26 megawatts.

* 9 microturbines installed in different points of
the supply network with a total installed power
of 0.83 megawatts.

« 2 WWTPs with photovoltaic solar panels, with a
total installed power of 0.33 megawatts.

Thanks to the energy generated in processes
associated with both supply and sanitation, Canal

has a high degree of electrical self-supply. In 2019,
considered a dry year, we beat the record of electricity
generated, 363.96 million kilowatts/hour, equal to

77 % of total consumption. In December 2019 we

[302-5]
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reached our highest electricity production value with
a record output of 42.9 million kilowatts per hour.
This means that we’ve produced 111 % of our total
consumption.

The generation of electric energy by Canal has
managed to avoid the emission of 25,947 tonnes of
CO, in 2019, and by purchasing energy with a 100 %
renewable guarantee of origin, 74,551 tonnes of CO,
have been avoided.
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0 B e —————————— 0%
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Electrical production (MWh per month)

® Self-production (%)
@ Hydroelectric (Hidrdulica Santillana)
WWTP biogas
® Cogeneration Thermal Drying (UTL Loeches+Sur WWTP)
® Others (microturbines, WWTP and photovoltaic)
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Monitoring in the Strategic Plan
Energy use to generate electricity through our activity Regarding the corrected specific consumption,
is undoubtedly Canal’s best weapon for combating without taking into account the thermal drying,
climate change and mitigating our CO, emissions into pumping, wells and the Tagus DWTP, the result has
the atmosphere. been higher than expected, mainly due to the tertiary
To encourage the circular economy and sustainable treatment energy consumption since the production
development, promoting excellence in the purification Led by Strategic Line 4, an energy cycle of water of regenerated water has increased significantly.
of waste water, as well as tackling the challenges has been designed which, by taking advantage of the
associated with climate change via the corresponding different processes we carry out, and thanks to the In terms of installed power, we have met the
adaptation and mitigation plans. appropriate technologies, we transform into 100 % target and exceeded expectations, as 4 additional

renewable electrical energy. microturbines have been installed, reaching a total

installed power of 107.64 MW above the target.
In 2019, considered to be a dry year, thanks to
the energy we have in operation, we have beaten
our percentage of self-consumption, even with
operational problems at the Loeches and Sur WWTP,
which have worked fewer hours than expected.

Contents | 1. Our company | 2. Sustainability, a safe bet | 3. Our performance in 2019 and future objectives | 4. The Canal Group | 5. About this Report
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SL 04 - BOOST ENVIRONMENTAL QUALITY

AND ENERGY EFFICIENCY

SP 04 - Electricity consumption coverage

77.3 % self-production
Obj.: Actual operational hours: 79.35 %

(3,969 Loeches and 4,220 Sur vs. 5000 and 6,000 respectively)

Compliance: 88 % ®eo0’

SP 4.2 - Energy efficiency and climate
change plan

SP 4.2 - Corrected specific consumption

0.384 kWh/m?
Obj: 0.359 kWh/m? oo

Compliance: 67 % ®eeo’
Supply compliance: X100 %
Sanitation compliance: 0 %

Reuse compliance: X100 %

SP 4.4 - Plan for the development
of clean energy

Renewable energy installed power capacity

107.64 KW
Obj.: 107.27 KW %,
Compliance: >100 % ..o ° o..
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Hidraulica Santillana:

A motor of 100 % renewable energy

CANAL DE ISABEL Il SUSTAINABILITY REPORT 2019
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Hidraulica Santillana S.A. (hereinafter, HS)
was acquired in 1965 by Canal de Isabel Il. The
company split in 1995, separating the activities
related to the integrated cycle (for which
Hispanagua was created) from those of energy
production, which is the main activity of HS at
present. The company is wholly owned by the
Canal de Isabel Il business group.

HS’s activity involves the generation of
hydroelectric power by operating eight
plants with a power of 34.85 MW that take
advantage of the waterfalls in Canal de Isabel
Il reservoirs in the Autonomous Community of
Madrid. Of the eight plants, seven are owned
by Canal and one by Hidraulica Santillana.

GROUP SPECIAL

In 2019, hydroelectric production reached
80,525,381 kW of which Canal consumed
23 % (18,858,631 kWh), leaving the rest for
the power grid (60,143,505 kWh).
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In 2019, total reagent consumption was 61,280 tonnes.
Of these, 27,704 tonnes were destined for drinking
water treatment; in addition, 33,576 tonnes have been

consumed in wastewater treatment.

The main materials that Canal consumes are the
reagents used in drinking water treatment plants
(DWTPs) and wastewater treatment plants (WWTPs).

CONSUMPTION OF REAGENTS IN THE TREATMENT

OF DRINKING WATER USE OF REAGENTS IN PURIFICATION

%
ALUMINA ® e CHLORIN FERROUS
SULPHATE 1,865.13 CHLORIDE
OTHER
LIQUID
OXYGEN
POLYCHLORINATED
ALUMINA 0000 POLYELECTROLYTE
SODIUM e CALCIUM HYDROXIDE
HYPOCHLORITE
2,229.88
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In administrative and commercial management
activities and for sending invoices, the main material
consumption recorded is paper.

Canal keeps reducing paper consumption as a quality
and environmental objective, establishing for years a

CANAL DE ISABEL Il SUSTAINABILITY REPORT 2019
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set of policies for printing and document management,
as well as continuous monitoring by those responsible,
which have resulted in 21 % fewer packages of paper
since 2017.

Of the 26.4 tonnes of paper used internally in the
company in 2019, 54 % was recycled paper. The
company has the firm objective of reducing paper

GRI [301-1] [303-1]

consumption in internal administrative tasks and
we’ve managed to reduce paper consumption by
4 % from 2018.

Furthermore, the printed documents sent to
customers, mostly invoices, were made through a

FSC (Forest Stewardship Council) certified service
provider, which guarantees the use of produced paper
by means of responsible forest management. In 2019,
112 tonnes of paper were used for these mailings to
our customers.

Apart from the water that we distribute as part of the
supply processes, the water consumption registered for
the realisation of our processes (i.e. self-consumption)
has amounted to 4.83 cubic hectometres of water

in the 2018-2019 hydrological year. This figure
corresponds to 0.97 % of the water rerouted for
consumption in the same period.
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Nearly all the wastewater from the population

of the urban centres of the Autonomous Community
of Madrid, including Madrid, is treated by Canal de
Isabel Il. For this purpose, we have 157 facilities that
allow us to treat these waters from a total

of 179 municipalities.

PURIFICATION EFFICIENCY
(PERCENTAGE OF POLLUTANT LOAD REMOVED)
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In 2019, these plants have treated 445 million cubic
metres of wastewater, equivalent to 89 % of the water
diverted for consumption. The quality of the effluents
treated in the plants managed by Canal maintains

the high standard that characterises the system.
Additionally, the plants treated another 122 million
cubic metres for its subsequent reuse, including
regenerated water that we discharge to rivers in order
to improve their quality, which reached 106 million
cubic metres.

The wastewater treatment plants are located in the
basins of different rivers across the Autonomous
Community: Alberche, Aulencia, Cofio, Guadalix,
Guadarrama, Guatén, Henares, Jarama, Lozoya,
Manzanares, Perales, Tagus and Tajufha. However, not
all of them carry out each of the possible purification
processes, but rather they are adapted according

to factors such as the size or number of inhabitants
for which they are designed, economic imperatives,
seasonal variations in river flows, wastewater origin or
possible industrial discharges. The types of processes
followed in the purification even determine the
physical appearance of the facilities.

GRI [306-1]

Canal’'s WWTPs currently have a design capacity of
16.68 million equivalent inhabitants and can treat a
daily flow of up to 2.38 million cubic metres.

In order to ensure compliance with phosphorus
removal requirements, we have made the necessary
adaptations to the treatment plants included in our
Nutrient Elimination Plan (nitrogen and phosphorus)
from 2010 to the present day. The objective of

this Plan is to comply with the Water Framework
Directive as regards water discharge conditions in
sensitive areas (almost the entire Community), which
Is included in the National Water Quality Plan. The
Autonomous Community of Madrid, thanks to Canal
de Isabel II’'s drainage and treatment infrastructure,
is one of the regions that treats all the urban
wastewater it’s entrusted with.

Since 2015, Canal has been developing its Plan for
complying with WWTP discharge authorisations,
aiming to ensure compliance with at least 80 % of
the samples taken for self-monitoring in drinking
water treatment plants, as well as carrying out
comprehensive monitoring of the entire WWTP In
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order to reduce non-compliance to a minimum.
The main actions envisaged are as follows:

* Study of the discharges that reach
the WWTPs.

 Modification, extension or new
construction of WWTPs.

* Reduction of relief flows in dry weather.

* Various operational improvements.

In this regard, in 2019 we could highlight the
improvement in technology at the Aranjuez WWTP

and the expansion of treatment capacity at the
Soto-Gutiérrez WWTP.

As a result of the Canal’s commitment to quality and
the environment, the compliance percentage of our
treatment plants improves year after year. Between
2015 and 2019, the number of samples complying with
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these standards improved by 11 % compared to the
total number of samples taken at the WWTP.

In the normal functioning of the facilities, Canal’s
activities do not discharge any chemical substances.
Thus, throughout 2019, there was no notable incident
in this regard.

SAMPLES FROM WWTP THAT COMPLY (%)

88 % 86 % 90 % 95 % 98 %

2015 2016 2017 2018 2019

GRI [306-3]
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The control of waste management at Canal’s
production centres and assembly points is based

on the correct separation of waste at source and is
complemented by the monitoring of the collection
routes, scheduled fortnightly and carried out by the
managers, ensuring compliance with current legislation.

FINAL DESTINATION OF NON-HAZARDOUS WASTE PRODUCED
IN 2019 (IN TONNES AND PERCENTAGE OF THE TOTAL)

LANDFILL/ ® ® REUSE

DUMPSITE 119.27
RECYCLING
COMPOSTING
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In recent years, Canal has been working actively on
the proper management of nhon-hazardous waste with
the aim of increasing the amount destined for reuse
Or recovery.

In 2019, a total of 32,164 tonnes of non-hazardous
waste were generated and managed, including

30,303 tonnes of pre-treatment waste from the
WWTPs and WWPS's (94 % of them). Also noteworthy
are construction and demolition waste (289 tonnes)
and waste from pruning parks and gardens (477
tonnes) used in the Loeches WWTP sludge composting
and thermal drying plant with co-generation as a
structuring material for composting. 78 tonnes of paper
and cardboard were also managed.

With regard to hazardous waste, 363.74 tonnes were
generated in 2019. These include 101.4 tonnes of
laboratory waste (28 % of the total) and 153.9 tonnes
of motor oils and lubricants (42 % of the total).

In addition to the hazardous and non-hazardous waste
associated with our processes, of note in terms of
volume are the sludge generated in the production

of drinking water from the DWTPs (a total of

GRI [301-2] [301-3] [306-4] [306-2]

FINAL DESTINATION OF HAZARDOUS WASTE PRODUCED
IN 2019 (IN TONNES AND PERCENTAGE OF THE TOTAL)

o0
o..
®
®
LANDFILL/ P ® REUSE
DUMPSITE ® 153.90
®
RECYCLING

30,092 tonnes in 2019, and the sludge generated in
the treatment of wastewater at the WWTPs,
425,579 tonnes.

The final destination of dehydrated sludge from
WWTPs is, for the most part, agricultural use. Of the
total 96,440 tonnes of dry matter sludge produced
in 2019, only 45 tonnes of sludge has been sent to the
cement plant and never to landfill/dumpsite. In 2019,
a total of 28,597 tonnes of dewatered sludge were

| 3. 0ur performance in 2019 and future objectives |
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FINAL DESTINATION OF WWTP SLUDGE IN 2019
(TONNES OF DRY MATTER % OF THE TOTAL)
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DIRECT 28,768
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processed in the Loeches Sludge Treatment Unit and
that which is located in the WWTP Sur.

In the case of the WWTP sludge in 2019, the
destination was its agricultural use 100 % of the time
(4,514 tonnes of dry matter).
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Canal manages all its facilities in accordance with
sustainable criteria, periodically controlling the noise
and odours produced by its activities.

Since 2004, Canal has had a programme to control
noise levels generated by our facilities that may disturb
the population or in areas of special sensitivity. In

2019, the number of controlled installations was 206,
with a degree of compliance of 100 %, according

to the criteria established in the company’s internal
regulations, which is more restrictive than current
legislation on noise.

GRI [307-1]

Canal de Isabel Il has procedures for the identification
and access to the requirements established in

the environmental laws and for the periodic
evaluation of its compliance within the framework

of the implemented and certified environmental
management system.

In 2019, only 48 sanctions proceedings were

opened by the Tagus Hydrographic Confederation,
the vast majority of which are linked to involuntary
discharges of wastewater from our 157 WWTPs.
These proceedings are at different stages of
processing; most of them have been appealed through
administrative channels or even through the filing

of the corresponding contentious-administrative
proceedings. The cumulative amount of the penalties
associated with these cases amounted to 259.75
thousand euros the end of 2019.

Contents | 1. Our company | 2. Sustainability, a safe bet | 3. Our performance in 2019 and future objectives | 4. The Canal Group | 5. About this Report



Monitoring in the Strategic Plan

To encourage the circular economy and sustainable
development, promoting excellence in the purification
of waste water, as well as tackling the challenges
associated with climate change via the corresponding
adaptation and mitigation plans.

EINF
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Our Strategic Line 4 is in charge of spearheading
the promotion of the circular economy in Canal

de Isabel Il. In this regard, our strategy covers the
implementation of various master lines that may be
summarised as:

 Spanish strategy for the circular economy.
Aligned with Ministry for the Ecological Transition
(MITECO):

- Regenerated water (16 hm3/year).
- Biogas from digestion, in WWTP.

 Cleaning of WWTP sludge. Dry granules as high
quality fertiliser.

 Sand, Cellulose and Plastics. Wipe and oil
campaigns.

GRI [301-2] [301-3]

MATILDA

HA VENCIDO AL MONSTRUO DE LAS TORLLITAS,
USANDO UNICAMENTE LA PRPELERA.

2 =
iNYUDR A MATILDA

JN
ALIMENTES AL MONSTRU0 i
e RECUERDA: LAS TOALLITAS, A LA PAPELERA.
Aunaue las toalitas sean biodegradables, tardan tanto en deshacerse
(P .‘-\ que si los tromos al véter atascan las tuberias y dafian nuestro medio ambiente.

.
I elretodelagua Canal</ sumateaireto o
: de |Sabe| ” www.sumatealretodelagua.com

 Recycling waste, hazardous and non-hazardous,
towards O % to landfill/dumpsite.

» Struvite: production is around 1.5 tonnes per day.

| 3. Our performance in 2019 and future objectives |
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Our goal is to enhance 100 % of sludge in 2030. This
year, despite the problems at the Loeches and Sur
plants, which are responsible for the thermal drying
of the sludge, we achieved 57 % of enhanced sludge,
surpassing the target (51 %).

SP 4.1 - Excellence in purification plan

SP 4.1 - Degree of excellence in purification

96.2 % excellent

purification o,

Obj.: 96.8 % 2
([ o

Compliance: oo’
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As far as excellence in purification is concerned,

of the 157 treatment plants, only 8 have recorded

a compliance rate below 80 %. This translates into a
degree of excellence of 96.2 % under the monitoring
indicator of the Strategic Plan.

SP 4.3 - Promotion of the circular economy

SP 4.3 - Valorisation of WWTP sludge

57 %
Obj.: 51 % (XX

Compliance: >100 % ®eo0’
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Presence in protected spaces

The situation of our reservoirs in the middle and upper
basins of the rivers and in places that were originally
sparsely frequented has boosted the local ecosystems
associated with water and has welcomed, as far as
bird life is concerned, the emigration of species that
have been displaced by the progressive pressure on
wetlands. For this reason, our reservoirs and their
surroundings have developed peculiar and very
interesting ecosystems that have coexisted with the
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SDG 15 life of terrestrial ecosystems: protecting biodiversity

farming and livestock activities of the Sierra. These
ecosystems play an important role in modulating
climatic conditions and the hydrological cycle, not to
mention other values such as landscape and socio-
cultural values.

Thus, for example, in the Catalogue of Reservoirs and
Wetlands of the Autonomous Community of Madrid,
drawn up in accordance with Law 7/1990, among

the reservoirs selected according to their values and
characteristics, 9 are included in the Canal-managed
supply system.

GRI [304-1] [304-2]

The surface area occupied by Canal-managed facilities
and infrastructure on land subject to some form of
legal protection amounted to 6,428 hectares in 2019.
It represents 58 % of the total area occupied by Canal
facilities, 14 % of which were Special Protection Areas
for Birds (SBPA).

DISTRIBUTION OF THE AREA OCCUPIED BY CANAL FACILITIES
IN PROTECTED AREAS IN 2019 (PERCENTAGE OF TOTAL)

.o
o
o
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° 14 %
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: e OTHER
~ 14 %
O
O
O

% FOR THE REGIONAL CATALOGUE OF RESERVOIRS AND WETLANDS OF THE AUTONOMOUS COMMUNITY OF MADRID VISIT THIS LINK
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Protected species present

In the vicinity of the Canal‘s facilities there are high-
value plant species that are included in the Regional
Catalogue of Threatened Species of Wild Fauna and
Flora. These include: /lex aquifolium (holly), Taxus
baccata (taxus), Arbutus unedo (strawberry tree),
Corylus avellana (hazelnut tree), Fraxinus excelsior
(common ash), Umus glabra (wych elm), Betula
alba (silver birch), Sorbus aria (whitebeam), Sorbus
aucuparia (rowan or mountain-ash), Fagus sylvatica
(beech), Quercus suber (cork oak) and Viburnum
opulus (guelder-rose).

According to the Regional Catalogue of Plant
Specimens and Singular Stands of the Region of
Madrid, there are 3 unique trees specimens |located on
land owned by the Company, which are:

* In the category of notable trees: a specimen
of Morus alba (Valdehondillo mulberry tree),
in El Vellon.

* In the category of outstanding trees: two
specimens. One Avies numidica (algeria fir) and
one Cedrus deodara (deodar cedar) in the gardens
of Santa Lucia in Torrelaguna.
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Plant heritage conservation

Canal de Isabel Il annually carries out a series of
conservation and improvement works on the green
areas in order to achieve an optimum level of
maintenance of the extensive plant heritage, both

of the areas included in its facilities and of the areas
open to the public for use and enjoyment, such as the
Tercer Deposito Leisure and Sports Centre, the Plaza
de Castilla Park, the Riosequillo Recreational Area, the
Valmayor yacht club, the Cervera de Buitrago marina,
and other areas of great richness and diversity located
in enclaves of high ecological value. Furthermore, since
launching our Strategic Plan 2018-2030, we’re opening
our facilities to the public; for example, the new park in
Rios Rosas, and the one in Bravo Murillo, where works
began in 2019, both located at our headquarters.

Spontaneous vegetation was cleared for fire prevention
in a total of 301 hectares in 2019. Furthermore,
throughout the year, the necessary phytosanitary
treatments were undertaken to prevent plant pests and
diseases by applying of chemical products with low
environmental impact. Additionally, we promoted the
elimination of invertebrates that could be harmful by
installing “nest boxes” or “nests” of insectivorous birds.

GRI [304-3] [304-4]

In addition, throughout 2019 reforestation work was
done, planting a total of 8,453 units of plants, trees
and shrubs.

| 3. Our performance in 2019 and future objectives |
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Ecological flows

With the approval of Royal Decree 270/2014 of

11 April 2004 on the Hydrological Plan for the Spanish
part of the Tagus River basin area, the environmental
flows of the following bodies of water were set in the
new plan for 2015: Jarama River downstream of the

El Vado dam, Lozoya River from the reservoir of El
Atazar to the Jarama River and Manzanares River from
the reservoir of Santillana to the reservoir of El Pardo.
For the rest of the river sections, an environmental
demand is established as a guideline. During 2019,

the environmental discharges into the rivers carried
out by Canal de Isabel Il for the conservation of the
river sections involved a total volume of 68.88 million
cubic metres.
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Expenditure and investment in
environmental management and activities

Apart from the environmental expenses linked to the
fulfilment of our legal obligations (waste management,
sludge management, etc.) or associated with the
processes necessary for the management of the
integral water cycle (waste management, sludge
management, etc.), Canal dedicates other economic
resources to voluntary aspects of environmental
management. These resources amounted to

39 million euros in 2019 and represent 16 % of the
total expenditure associated with environmental
management (a total of 238.69 million euros in 2019).

The main items of voluntary expenditure include
WWTP thermal drying of sewage sludge which

GRI [201-1]

accounts for 72 % of the total, followed by reuse
(21 % of the total).

Given the intrinsically environmental nature of many
of our processes (wWe manage a natural resource

and deal with wastewater treatment), many of our
investments have an environmental protection
objective. Thus, in 2019, the investments made by
Canal de Isabel Il with a final environmental objective
amounted to 12.13 million euros.
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Orgaos National Park, whose orography favours
reduced energy consumption, which contributes
to biodiversity conservation in an environment
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considered to be a Biosphere Reserve.
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GROUP SPECIAL
Fontes da Serra: SR
water and biodiversity in Guapimirim e L
Fontes da Serra is the Canal Group company that lts more than 58,000 inhabitants enjoy a high 3 _
supplies Guapimirim, a municipality in the state of quality resource thanks to the contributions ' 3 *
Rio de Janeiro. of the Soberbo River, located in the Serra dos F

P —,

{

In 2019, thanks to a 153 km distribution network
and its treatment plant located at the same outlet
as the river’s catchment area, it has supplied a
volume of 3.73 hm?® of water that meets all the
required quality controls.

The installation of new meters and flowmeters is
planned for 2020 in order to optimise operation and
improve accuracy, which will undoubtedly contribute
to boosting the efficiency of Fontes da Serra.

| 3. Our performance in 2019 and future objectives |
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SDG 14 marine life: sustainability on the islands of Lanzarote and La Graciosa

With almost 846 square kilometres and a landscape
more like the moon than our own planet, Lanzarote is
one of Spain’s driest territories. However, it was one of
the first places in the world to be declared a Biosphere
Reserve in its entirety.

Since 2013 Canal Gestion Lanzarote, the Canal de
Isabel Il subsidiary in Lanzarote and La Graciosa, has
been running the integrated water cycle on these
iIslands where resource scarcity has historically been
a struggle for its inhabitants, who have managed

to make up for this deficit through their efforts.
Homemade collection systems and taking advantage
of runoff are some examples of ingenuity and savings
in the first region to have a desalination plant more
than fifty years ago.

Canal’s project on these islands is now in its sixth
year, during which time it’s developed and undertaken
important investments that have contributed not only
to improving the quality of service but also to caring
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for the environment and protecting biodiversity on

an islands where sustainability is part of its DNA.

Our responsibility, as in all other places where we
operate, is to return to the environment, in this case
the ocean, a resource that we obtain directly from the
sea. The protection of the islands also includes caring
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for marine life, where the wealth of species and the
seabed of Lanzarote are a very important attraction
for tourism.

Over the past decade, scientists who have dived into
its waters have discovered new unknown species of
molluscs and sponges. These findings have made the
island’s coastline a place of great scientific interest.

The coasts of Lanzarote are home to Moorish crabs,
rock crabs, black-footed limpets and burgaos (another
species of mollusc). In the sea and at different depths,
marine life boasts its diversity: mullets, loggerhead
turtles, stingrays, cuttlefish, trumpetfish, seahorses,
hornbills, pearly razorfish, dolphins, angel sharks,
among others.

On the rocky bottoms we can find morays that

stalk the unwary prey passing by their hiding

place. Gerardias, an ancient coral that makes large
colonies coexists with other marine species such

as starfish, yellow corals, old, green fish, etc., that
are camouflaged and swim glimpsing between its
arms. The Marine Reserve, to the north of Lanzarote,

including the island of La Graciosa and the islets of
Alegranza, Montana Clara, Roque del Este and Roque
del Oeste or del Infierno, form a maritime space of
special interest. It is a protected area that aims to
regulate fishing and recreational activities for the
conservation of marine species that inhabit it. In these
waters you can see poor cod, pollock, vaquitas,
viejas, groupers, horse mackerel, white flocks, among
others. Prior authorisation is required to dive in this
area. La Graciosa has the largest concentration of
guards in the world. This settlement of gerardias

was discovered by an underwater cameraman in
2010 by chance.

Canal Gestion Lanzarote helps protect underwater life
with tertiary treatment processes that reach 83 % of
the treated water, improving the water returned to
the sea in the best conditions through its underwater
outlets. The reuse of water on the islands also supplies
the agricultural sector, sustainably guaranteeing crops.
The energy efficiency achieved in the desalination
process is another measure being implemented to
achieve a 100 % sustainable management model in line
with what is also known as “Tierra del Fuego”.

| 3. Our performance in 2019 and future objectives |
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In 2019 Canal Lanzarote has implemented important « Satisfaction surveys. An annual survey is carried
measures to improve user satisfaction and out in order to find out the how satisfied the
environmental protection: Island’s consumers are. The aim is to identify

Canal Gestion Lanzarote’s level of knowledge
and notoriety, as well as the respondents’ generic
evaluation of the service. Progress from the last
five fiscal years is shown below.

 Implementation of Electronic Invoices for
subscribers. Since the new virtual office launched
on 5 September 2018, by the end of November 2019
it has 8,375 users and 5,167 users have registered
for e-invoices, or 7.3 % of our 71,000 subscribers.

« Removing cash as a payment method.
From 1 October 2019, payments not made by
direct debit in our offices will be made by card
at authorised ATMs,

6.4 6.4 6.6 6.6

N
N

 Reduction of debt with Public Administrations.
It has been reduced from 1.843 million euros on
31/12/2018 to 795 thousand euros at the close
of November 2019, falling from 18 % of turnover
to the current 6.6 %. 2014 2015 2016 2017 2018

| 3. Our performance in 2019 and future objectives |
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Energy efficiency
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on the islands of Lanzarote and La Graciosa

Many of the investments included in Canal’s
Investment Plan were aimed at improving energy
efficiency, directly reducing CO, emissions per
cubic metre of water produced in the atmosphere,
most recently the start-up of the Janubio SDP

and the Zonzamas DWPS. These investments,
carried out since 2014, have involved technological
modernisation and the installation of new energy
efficiency systems that have made it possible

to reduce WWTP energy consumption by more

than 20.6 million kWh, despite the fact that the
production of drinking water has increased by more
than 500,000 cubic metres.

Canal Gestion Lanzarote has managed to reduce by
29.5 % the carbon footprint corresponding to the
production of one cubic metre of drinking water
between 2014 and 2018, representing more than
60 thousand tonnes of CO.,. All the desalination
plants have been subjected to technological and
energy efficiency improvements, which has made
it possible to reduce energy consumption in the
drinking water production process. Furthermore,
36 of the 100 electric cars that make up the fleet
have been incorporated, allowing the carbon
footprint due to fuel consumption to be an average
of 425 t- of CO, per year, 240 tonnes of CO, less
than in previous years. It has also meant a 20 %
reduction in the cost of fuel.

| 3. Our performance in 2019 and future objectives |
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Canal de Isabel lI's management model, in the fallen under our management, present great needs
segments of drinking water distribution and sewerage, and require specific plans and an additional effort to
which are municipally owned, is based on long- reach the right conditions and, thus, prevent incidents
term agreements signed with municipalities for the that affect citizens and the environment.

The relationship with the municipalities is a matter

of special importance for Canal de Isabel Il, as it
facilitates the provision of an efficient and quality
service to all citizens. For this reason, throughout
2019, Canal de Isabel Il held many meetings with the
different municipalities in the Autonomous Community
of Madrid, mainly to improve their sewerage networks.

operation of such infrastructures.

The supply networks, which were the origin of Canal
more than a century and a half ago, are currently
managed with excellent results. However, municipal
sewerage networks, most of which have recently

To provide different types of services, Canal
establishes management agreements and other
types of agreements with municipalities and large
customers. All agreements and commitments are
negotiated and signed individually with

each municipality.

Through these agreements, Canal supplied water
in 2019 to a total population of 6,442,547 inhabitants
in 174 of the 179 municipalities of the Autonomous
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Community of Madrid. This population equals
96.69 % of the population registered in the region
on 1 January 2019.

With regard to sanitation services, at the end of 2019
Canal managed the sewerage system for 135 towns in
the Autonomous Community of Madrid, with a total
population of 5,680,102 inhabitants, which means that
it has provided this service to 85.24 % of the region’s
population. In water purification, Canal has served
6,654,752 inhabitants in 179 municipalities, practically
100 % of the region’s population.

In addition, by late 2019 the Canal system supplied
water to seven bordering municipalities belonging

to Castilla-La Mancha (Valdesotos, Valdepenas de la
Sierra, Tortuero, Uceda, Pi6z, Pozo de Guadalajara and
Ontigola). The population supplied in the bordering
municipalities in 2019 is 12,554 people. In the case of
Ontigola (Toledo), Canal has also provided wastewater
treatment services to its 4,279 inhabitants.

The most common type of agreement signed by
Canal with the municipalities of the Community is the
Integral Supply Management Agreement. Through
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this agreement, Canal performs the maintenance,
operation and renovation of the distribution network,
with the assignment of networks to the general supply
system of the Autonomous Community of Madrid.
There are also other types of agreements such as the
Commercial Management agreements, in which Canal
performs this management (contracting, metering,
invoicing and collection management), as well as

the adaptation and maintenance of connections.
Through technical-commercial supply agreements,
Canal maintains and operates the municipal
distribution network; this includes the renovation of
the distribution networks, to which an additional

distribution fee, paid by the end-customers, is applied.

Apart from the management agreements, Canal also
signs other agreements with the town halls covering
specific issues.

Services provided by Canal de Isabel Il Some service

in the Autonomous Community of Madrid of Supply SRETEEE SR AUTTERNEN
Number of municipalities served 174 135 179
Population served 6,442 547 5,680,102 6,654,752
Coverage in the Autonomous Community of Madrid  96.69 % 85.24 % 100 %

| 3. Our performance in 2019 and future objectives |
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ganal (je Isabel Il
in Caceres

Since 2015, Canal de Isabel Il also has a delegation
in the city of Caceres, in the Autonomous
Community of Extremadura, where it provides
services to 2 municipalities in the province of
Caceres, the city of Caceres and Monroy. With a
population supplied close to 98,000 people, we
have diverted a volume of water for consumption
in 2019 of 19.55 million cubic metres.

During 2019, we have worked on improving

the Montana Deposit, which, with a capacity of
10,000 m?, is the head of the entire supply to the
population. Therefore, it is essential for supplying
the city, given that the filling of another seven
tanks, corresponding to the towns of Sierra de
Fuentes and Malpartida de Caceres, depends on it,
maintaining that more than 100,000 inhabitants’
consumption depends on this deposit.

GROUP SPECIAL

It is worth noting the very important progress that’s

been made these last two years for the renovation
of meters. 16,000 units were acquired in 2019 in
order to tackle future renovations. Thus, if in 2017
46 % of meters were over ten years old, at present
only 21.45 % are.

| 3. Our performance in 2019 and future objectives |
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Sanitation management is absolutely vital for the
maintenance of public health in urban environments
and to ensure environmental protection and the
upkeep of the region‘s water bodies in good condition.

The objective of urban drainage networks is to collect
wastewater, domestic, industrial and runoff water
for subsequent transport to treatment plants. Canal
Is responsible for maintaining municipal networks

in the 135 municipalities with which it has signed
agreements. By the end of 2019, these networks
reached 14,441 kilometres. This maintenance
consists of inspecting and cleaning all the network
elements, as well as carrying out emergency works
and cartographic updating. In the same year, Canal
managed 876 kilometres of supramunicipal sewers
and outlets.
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As previously mentioned, Canal has 133 wastewater
pumping stations (WWPSs), which raise the water to
allow its transport to the WWTPs, and 65 storm tanks
and laminators, which aim to prevent flooding and




EINF

CANAL DE ISABEL Il SUSTAINABILITY REPORT 2019

107

discharges into the riverbeds. Thanks to these facilities,
up to 1.48 million cubic metres of the first rainwater,
which are the most polluting, are retained.

The maintenance work carried out by Canal consists
of monitoring the networks, inspecting and cleaning
the pipelines, cleaning the scuppers, cleaning the
occasional spills, resolving each warning and incident
in the network, and carrying out any required
conservation and improvement works. In addition to
this work, a cartographic update is performed and

the network diagnostic studies are prepared; also,
technical compliance files for requests for connections
or network modifications are processed.

In recent years, and given the poor state of the
network in some municipalities, Canal has promoted
the preparation of diagnostic studies of the networks
and the development of Master Sanitation Plans for
these municipalities. Our goal is to ensure that all
municipalities have their own specific Master Plan.

In 2019 we’ve continued delivering sewerage plans

to the municipalities. These actions will lead to an
improvement in the network, a significant reduction
in discharges and, in turn, an improvement in the

receiving waterways, while reducing the risk of
flooding in the municipalities under management.

Regarding the renovation of sewerage networks,
in 2019 a total of 20.32 kilometres were renovated.

In addition, in the field of urban drainage,
work continued on the advanced system
for urban drainage
management.
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Monitoring in the Strategic Plan

AR

LINE 5

Strategic objective

Promoting the management of the integrated
water cycle in all municipalities in the Autonomous
Community of Madrid.
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It is focused on all the municipalities of the
Autonomous Community of Madrid, (shareholders and
non-shareholders) and is aimed not only at improving
relations with the municipalities but also at making
progress in the management of public services under
municipal jurisdiction, (sewerage and distribution), in
those aspects where, for historical reasons, there is still
room for improvement. Most actions are aimed at the
sewerage service, a service in which Canal de Isabel
II’'s cooperation with the municipalities is more recent.

Better communication

In 2019 we sent satisfaction surveys on the services
provided to all municipalities with a management
agreement in place. Of the 173 proposed surveys,

135 were answered, providing information on aspects
of Canal management with room for improvement.
The mark received was higher than the goal we had
set for ourselves.

In order to improve communication with the
Municipalities:

* We have enabled a single telephone for the
City Councils of the Autonomous Community
Of Madrid.

 Developed the Canal Municipal website, that will
have a restricted access information Portal for the
Municipalities,

* Created the single e-mail
ayuntamientos@canal.madrid

| 3. 0ur performance in 2019 and future objectives |
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Historic housing developments

Within the Plan for the extension of services to the
historic housing developments of the Autonomous
Community of Madrid, we are trying to correct

the major deficiencies in the distribution and
sewage networks arising from various problems in
the urbanisation processes, mainly from the land
developers’ management at the time or by the local
entities themselves.

Once the municipalities have been identified, attention
to these developments has been integrated into

the city council single window and the descriptive
sheets of the developments have been updated. A
Preliminary Action Plan model has also been drawn up
in order to regulate Canal’s actions in the preparation
of a diagnostic study and, where appropriate, a works
project to adjust networks to Canal standards as a
preliminary step to the integration of these population
centres into Canal management.
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Master Plans

Regarding the Master Plans for distribution to 100 %
of the municipalities managed, technical assistance

Is already being contracted for the drafting of Master
Plans for supply, sanitation and purification in

three batches.

Of the 6 Master Plans for supplies anticipated in the
first phase, those for Navas del Rey, Pelayos de la
Presa and Soto del Real have already been drawn
up and the remaining 3 are being drafted (Chinchdn,
Fuente el Saz and Paracuellos de Jarama).

Programme for the disconnection of clean
water from the sewerage system

The connection of clean water to the sewerage system
causes many malfunctions in purification service
management, especially in the biological treatments
of facilities that remove nitrogen. 10 new clean water
input studies have been carried out at the WWTP and
12 permits have been processed in order to undertake
the disconnections, which have been completed

in 10 cases.

Sustainable urban drainage systems

Within the Plan for the extension of sustainable urban
drainage systems in the Autonomous Community

of Madrid, primarily aimed at avoiding the impact

of great floodwater from torrential rains by using
sustainable systems, is fully implemented in the
specific objectives that had been set for this year.
The project and the achievements of the sustainable
urban drainage techniques have been disseminated
in national and international forums.

Contents | 1. Our company | 2. Sustainability, a safe bet | 3. Our performance in 2019 and future objectives | 4. The Canal Group | 5. About this Report
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Reservoir Management Plans
(together with the Regional Ministry
of the Environment)

This year, this action has focused on the El Atazar
reservoir, on which a peripheral study of the reservoir
has been conducted and a solution to the problem

of waste on the banks of the river derived from the
recreational and sporting use of the reservoir has been
found. For them, together with the Public Entity, they
have processed the subsidy included in the Strategic
Plan for Subsidies for this purpose. The Association
of Riparian Municipalities is the beneficiary of this
subsidy. A preliminary study for the construction

of a recreational area in this reservoir has already
been completed and the process of preparing the
Recreational Area Project is under way.
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Our Star Plan: Sanea Plan

The text of the Sanea Plan and the Sanea Plan Model
Agreements have already been drawn up with the
Public Entity and have been favourably received by
the Attorney General’s Office of the Autonomous
Community of Madrid.

Canal de Isabel II, S.A. and the Public Entity,
collaboratively, are working with the Attorney General
of the Autonomous Community of Madrid to find a
solution to the financing of sewerage networks for
municipalities with less than 2,500 inhabitants, as
proposed (17 % from the additional quota and 83 %
from Canal).

Sierra Norte Plan

Our Sierra Norte Plan includes a series of actions

in the Sierra Norte de Madrid municipalities, with
which during 2019 we have worked together through
several actions, highlighting several

technical studies to create
recreational areas

in Berrueco and

Pinilla del Valle.
Furthermore, we
organised the Sierra
Norte Fair in the
municipality of
Venturada.

Canal =</
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Customer and user satisfaction is one of our company’s
main objectives. Satisfaction is obtained by providing
reliable, quality services at fair rates, but it is also very
important to provide adequate attention to customers,
meeting their expectations and needs in an swift,
simple way To this end, our company has equipped
itself with the means and resources that make our
commercial work one of the best valued within the
sector in Spain.

CUSTOMERS IN THE AUTONOMOUS COMMUNITY
OF MADRID: CONTRACTS AND POPULATION SERVED

In 2019, Canal de Isabel Il reached 1,504,792 active
contracts with customers, a 1.4 % increase compared
to 2018.

Through these contracts, Canal supplied water in

2019 to a total population of 6.44 million inhabitants
in 174 of the 179 municipalities in the Autonomous
Community, which, according to the National
Statistics Institute (INE) is equivalent to 96.65 % of the
population registered in the region on 1 January 2019.
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With regard to sanitation services, at the end of 2019
Canal managed the sewerage system for 135 towns

in the Autonomous Community, amounting to 5.68
million inhabitants, which represents 85.24 % of the
region’s total population. In water purification, it has
served 6.65 million inhabitants in 1779 municipalities,
practically 100 % of the region’s population (99.87 %).

TYPES OF CONTRACTS WITH CUSTOMERS IN 2019

TREATED AS
SINGLEHOUSEHOLD DOMESTIC
DOMESTIC
COMMERCIAL

AND INDUSTRIAL

INDUSTRIAL
O
o PUBLIC IRRIGATION
® MULTIPLEHOMES
OTHER USES @ DOMESTIC
0 % 6 %

TARIFFS AND INVOICING TO CUSTOMERS

Canal de Isabel Il has established its water tariff based
on a series of basic principles: transposing the Water
Framework Directive, promoting its use and efficient
consumption, and achieving a fair and equitable

tariff system. In addition, we must remember that the
citizens of Madrid enjoy water that is of the highest
quality in Europe. Thus, our tariff is:

 Progressive and subsidised: adapting to the
particular situations and needs of citizens.

e Seasonal: encouraging rational use in periods
of scarcity and high consumption.

« Committed to the environment: consolidating
a reusable water tariff, which is an essential
component of integrated water resource
management in line with environmental
sustainability.

In order to ensure better communication and

a better understanding of the tariffs by customers,
every year Canal carries out a campaign with
explanatory documents that are made available to
the public in commercial offices and on the website
(www.canaldeisabelsegunda.es). Specifically,
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a tariff document that includes information on the general tariff for
domestic use, as well as the one applied to commercial and industrial

use, is published for distribution in commercial offices.

In recent years, Canal’s tariff policy has been characterised by its

moderation; tariffs have been frozen since 2015. However, the

cumulative increase of the Consumer Price Index (CPI) in the period

of 2015-2019 was 6.5 %.

PRICE OF WATER IN SPAIN BY AUTONOMOUS COMMUNITIES IN 2019
(EUROS PER CUBIC METER INCLUDING SUPPLY AND SANITATION)
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Source: AEAS (2019) for a client with a 13 mm meter and consumption of 25 m? per two months.

that
allows users to adapt the
payment to the rest of the
utilities (electricity, gas,
etc.), to facilitate full control
of consumption and,
therefore, to react more
quickly and with greater
efficiency in the event of
any leaks or breakdowns.

Tariff that

by linking
tariff categories to the
family‘s real consumption
capacity.

that
promotes rational and
efficient use, highlighting
the progressive equality
of all users regardless of
their use of water.

Tariff that

for irrigation
of public green areas
and golf courses, among
others, for street cleaning
and industrial uses.

| 3. Our performance in 2019 and future objectives |

A tariff that grants
rewards and
maintains a

of up to 25 m?/
bimester to alleviate
situations of extreme
need. From 2019 it gives
discounts to

beneficiaries.

Tariff that ensures the
sustainability and value
of the service,

providing it.
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ACTIONS TO GUARANTEE CORRECT BILLING consumption. The consumption audit, as part of the requirements to ensure that its verifications and
TO THE CUSTOMER the system mentioned above, is a tool to help in certificates have the required quality and recognition
reviewing consumption that presents a significant by national and international authorities. It is accredited
Canal always seeks to guarantee the highest accuracy variation. When significant variations are detected, by ENAC as a test laboratory for meter verification
of the bills issued to its customers, based on their customers are alerted in order to avoid any and, since 2011, for flow meter verification.
actual consumption. For this reason, it has carried out possible internal leaks in their property.
the following actions in 2019: The meters are checked at the following levels:

 Maintenance and verification of metering

. _ o  Control of new meters.
equipment: as an essential support for billing,

* Metre reading: Canal made more than 8.93 million

readings on 1.57 million meters. The percentage of _ _ _ _
. A . actions are carried out to improve the accuracy  Customer complaints.
estimated bills issued when obtaining the meter _ _ _
of metering equipment, mainly focused on the

reading is possible was only 2.89 %. _  Conducting of studies to learn more about the
maintenance and constant renewal of metres. . . . .
operation of meters: verification of meters in use,
evaluation of new technologies, influence
of installation conditions, verification of devices
that measure water rerouted to the network,
among others.

« Audit and analysis of consumption: Canal has a
quality control system for reading and invoicing In order to ensure its correct operation, we have a
in order to guarantee the correct billing of actual Volume Meter Verification Laboratory that meets all

A total of 6,960 meters were analysed in the
metrology laboratory in 2019. Moreover, the 59,998
ones renovated by maintenance and campaigns
stand out.
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CUSTOMER AND USER SUPPORT

Canal’s main objective is to provide the best possible
service to its users, the citizens of the Autonomous
Community of Madrid. The company has an ISO

9001 certified quality system, and as part of our
policy of maintaining the quality of the services we
provide, specific commitments have been made to
customers that Canal published in 2019 in its first
Charter of Commitments to its customers with the
aim of adapting to their needs and requirements and
which extends and improves its previous letter of
service. The public company assumes a total of 10
commitments to offer solutions to user needs clearly
and transparently. Failure to comply with any of them
may result in automatic compensation ranging from
30 to 420 euros.

© ©

Excellence Sustainability

Proximity
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Regarding the supply, Canal will communicate,

at least 24 hours in advance, its intention to carry
out a work involving interruptions of the same with

a possible impact on the population. It will also
communicate the fortuitous or programmed cuts
in a personalised way to the users who request it.
To address with the lack of water in the event of
incidents, alternative means of drinking water
(carafes and cisterns) will be provided within a
maximum of 4 hours.

Regarding the aspects of contracting the service,
the period for installing new connections will be

a maximum of 10 working days from the time the
necessary permits are obtained. This period will
be 3 working days when buildings already have
the necessary installations for the supply.

Transparency Commitment

GRI [102-43] [103-2]
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Invoices issued when there is a significant
consumption increase due to breakdowns in
customers’ internal installations will also be reviewed,
provided that proof of repair is given.

On the other hand, the social tariff will be actively
distributed so that it reaches all citizens who need
to take advantage of it. Furthermore, all requests for
payment deferral will be attended to within

10 working days.
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CUSTOMER COMMUNICATION CHANNELS

We are a company committed to its environment and
sensitive to the demands of its users. Over the last

few years, a major effort has been made to improve
accessibility to the different contact channels available
for quick and efficient handling of claims in order to
meet the needs of our customers.

The company has four main communication channels
available to its customers and users. These channels are:

 Telephone assistance. The channel that is
most used by customers, who can choose to be
attended by specialised agents or use automatic
solutions to handle their inquiries or claims. In 2019,
Canal handled more than 1,010,653 customer calls. a

Yoy

 Customer service centres. We have a network
of 11 customer service centres strategically
distributed throughout the Community, where

users can resolve any issue related to commercial  Website, virtual office and the new Canal app  Written assistance. Canal offers its customers a
management. These centres continue to be a for mobiles and tablets. Within the framework special written assistance service (via letter or fax),
basic channel that generates confidence in certain of new information technologies, and for greater where any issue can be handled without waiting
customer groups. In 2019, these centres served convenience and simplicity in self-service or traveling.

92,742 people. management, Canal has an online office that is

available 24 hours a day. In 2019, this platform
logged 6.22 million interactions.
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GROUP SPECIAL

AAA DOMINICANA:

adapting to the customer

In 2019 AAA Dominicana has implemented new
formulas to improve its customer service:

AAA Dominicana began its operation in the
Dominican Republic with the contract for
commercial management and installation of metres
in the western area of the city of Santo Domingo to
serve a population of almost 5 million inhabitants
currently in the municipalities of Santo Domingo

and Puerto Plata. In recent years it has achieved
significant growth by expanding its services in the
commercial management of water services. It is also

responsible for the supply and installation of meters,  Opening of commercial offices according to
the needs of recurring customers, becoming an

“express” management and self-management
model characterised by a flexible service where
the customer can also directly contact the call
centre through a direct phone. This modality, in

A customised customer service system was
implemented using the WhatsApp Business
platform. This communication system is used
by 13 % of customers who use telephones
to contact management, and has led to a
significant improvement in customer interaction.

as well as their preventative maintenance.

* Collection management: Under the slogan

addition to its differentiation, has contributed to
the reduction of rent and personnel costs, given
that the location was provided by the area’s
Ministry of Tourism.

“La CAASD te monta en Navidad” the collection
management area is planning the 2019 mega
raffle to be held on 30 December 2019,

which aims to increase payments as a way to
positively promote the payment culture.

| 3. Our performance in 2019 and future objectives |
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SUGGESTIONS AND CLAIMS HANDLING

Canal de Isabel Il has a complete system for receiving
and handling suggestions, complaints and claims
regarding billing from our customers. In the case

of complaints received, in other words, those
disagreements related to the service provided to
the client, our Complaints Office is in charge of the
personalised management of all of them. Through

a statement number assigned to the complaint, the
client can follow up on it throughout the process.

A total of 7,938 complaints were received in 2019,
that is, 5.3 complaints per 1,000 Canal customers.
As can be seen in the chart, this value has decreased
with respect to the previous year.

COMPLAINTS PER YEAR PER 1,000 CUSTOMERS

2017 2018 2019
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The causes of these complaints were distributed
aas follows:

REASONS FOR THE COMPLAINTS RECEIVED IN 2019

SERVICE ECONOMIC
RENDERED DISAGREEMENT
ADMINISTRATIVE
PROCEDURES
o
o
WATER @ Q@
QUALITY
(o)
6 % oo TRANSFERRED
TO CUSTOMER
OTHERS e CANCELLED OMBUDSMAN OFFICE

6 %

The number of complaints received regarding the
iInvoice increased by 3 % compared to 2018, reaching
23,260. This amounts to 15.46 complaints per 1,000
customers, and only 0.26 % of invoices issued over the
year (almost 9 million). 69 % of the complaints were
resolved favourably for the customer.

Both billing and general complaints have a maximum
processing time of 30 days, with 94 % and 89 %
compliance, respectively, in 2019.

In addition to the complaints received in the commercial
circuit, Canal has a service for dealing with incidents
related to the provision of the different services. In 2019,
a total of 137,174 reports related to different incidents
(quality, sewerage, continuity of supply, pressure and
other causes) were received. The number of incidents
decreased by 2 % compared to 2018.

CLAIMS RECEIVED PER YEAR PER 1,000 CUSTOMERS

2017 2018 2019

| 3. Our performance in 2019 and future objectives |
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DISTRIBUTION OF INCIDENT REPORTS BY TYPE
(PERCENTAGE OF TOTAL)
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CUSTOMER OMBUDSMAN

Canal de Isabel II’'s Customer Ombudsman is an
iIndependent figure who does not form part of

the company‘s management line. It was created
voluntarily in 2001 as a pioneering tool in the public
services sector. Since then, more than 18,000 claims
have been processed.

The institution’s main mission is to defend and protect
the rights of Canal de Isabel II‘'s customers. It handles
customers and users who have filed a complaint with
the Company‘s Customer Service Department and

are not satisfied with the response received or have
not received an answer to their complaint within two

months after filing it. It is a last resort mechanism that
IS governed by the principles of autonomy, equity
and justice.

The activity of the Customer Ombudsman‘s Office
focuses on handling the complaints it receives.

In 2019 it received 1,784 complaints, 80 % of which
were accepted for processing (1,338) as they were
deemed to meet the requirements of the Customer
Ombudsman Statute. Of these, 706 (53 %) were fully
or partially resolved in favour of the customer.

Of the total number of complaints accepted for
processing in 2019, 74 % were filed by individuals,
11 % by owners associations, 7 % by companies and
8 % by other entities.

T g e
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GESTUS:

efficient management

GESTUS is a Canal Group company that provides
services to the Canal Group companies in Latin
America. It deals with business advice and
management, design and construction of civil

works, commercial management of services
management, updating and assembly of databases
and software, contact human centre services,
document management and messaging services.

As a result of the Improvement Plan strategy
for commercial management with Triple A in
Barranquilla implemented in 2018, substantial
improvements have been noted in revenue ratios.

During 2019, the development of the training
programme “Strengthening the Leader in You”
targeting company supervisors, with a view to
strengthening and reinforcing appropriate values
and behaviours in order to positively influence their
work team, achieving commitment and cooperation
in the fulfilment of objectives and goals, stands out.

| 3. Our performance in 2019 and future objectives |
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CUSTOMER AND USER SATISFACTION

Canal de Isabel |l has positioned itself among the
companies that recognise their customers and users’
needs so that our actions meet their expectations.
The customer experience is the sum of all personal
experiences, whether emotional or rational, that an
individual has when dealing with Canal de Isabel Il
at any time in their life as a customer or user. The
aim of placing the customer at the centre of the
organisation, to get to know and involve them in
the design of our processes and services, is already
a reality. This culture seeks to provide desired

EVOLUTION OF THE CUSTOMER SATISFACTION RATE
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experiences, in accordance with the brand promise
and to generate memorable emotional impacts on
customers that will improve their perception of Canal
de Isabel Il.

Canal’s customer satisfaction and expectations model
based in the Customer Experience makes it possible
to evaluate the quality of service from an internal and
external perspective. However, the satisfaction scores
have been higher than expected: if we had intended
to go up to 8.28 in 2019, the projections have been
significantly exceeded, as we ended the year with
8.53 out of 10.

Some actions during 2019 we can highlight:
 The “customer voice” measurement project.

« Employee training so they can easily empathise
with customers.

With the aim of having information continuously
available, the measurement project continues
expanding, so that we know more and better
understand what our customers are demanding.

All this information is analysed to carry out different

GRI [102-43]

actions; ranging from small gestures to procedural
changes, because we are convinced that everything
adds up, even the simple fact of asking the client about
this company, about how we do things, contributes to
improving the result or the view they have of us.

The information provided by relational studies is
constant, and although its fundamental objective is
to measure the trend, the interviewed client is always
given the opportunity to verbalise what he or she
believes. Focusing already on certain more important
transactions, the opinion associated with a specific
customer experience makes us focus on improving
these moments of more impact or closeness. And,
finally, in-depth studies, which allow us to ratify or
establish future strategies or to better understand
matters of interest that are being assessed, also to set
in motion the levers that allow us to improve in our
work and in the perception that the whole supplied
population has of it.

During this year we have developed several training
actions for employees aimed at extending, throughout
the organisation, a culture in which the customer

Is essential. Workshops have already been held
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What grade
do we give to Madrid's
tap water?

We are fans of our water

Data from the study of water quality of Canal de Isabel Il.
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with more than 100 employees
selected as “ambassadors” or
experts who can be called upon
by their immediate colleagues
to rethink how to approach a
given issue from the customer’s
perspective. On the other hand,
different training sessions have
also been carried out with

more than 325 employees who
undertake their work in the street,
in an effort to provide them with
tools that allow them to better
manage complicated moments.
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Amagqua:
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a “premium” service in Samborondén and Daule

Amagua C.E.M operates in Samboronddn and
Daule, municipalities in Ecuador close to Guayaquiil,
providing drinking water distribution services,
sewerage management, wastewater treatment
and reuse of regenerated wastewater to a total
population of over 200,000 inhabitants. More than
50,000 families enjoy first-class service thanks

to personalised management that includes home
assistance for plumbing repairs, cleaning and
disinfection of wells, glass repair, electricians or
even locksmiths.

In 2019, Amagua worked on the automation of field
processes, managing to execute work orders in real

time through the use of mobile devices.

This application also allows online results reporting
with the commercial management system and
collection institutions.

Furthermore, work has begun on installing antennas
on meters and configuring software for reading
meters located in restricted access areas.

Also noteworthy is the start of the geographic
information system (GIS) project for drinking water
and sewerage infrastructure.

| 3. Our performance in 2019 and future objectives |
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Monitoring in the Strategic Plan

SL 06 - Client satisfaction rate SP 6.1 - Overall Image of the Company
Obj.. 8.28 Obj.: 7.62
Compliance: Compliance:

Maximizar la «experiencia clientey
en todos los contactos con nuestros usuarios,
mejorando la eficiencia en los procesos

comerciales y operacionales. _ _ _
SP 6.3 - Satisfaction rate for the resolution

of a claim

Obj.: 5.40

Compliance:
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NUESTRO PLAN SMART-REGION

Our objective is to provide our customers with a more
“hands-on” management. The implementation of
smart meters that incorporate the latest technologies
will allow us to obtain new services for our clients

and new utilities for Canal, based on the advanced
processing of meter data.

We want to install in the entire Autonomous
Community of Madrid, meters with the last
technology, in both the accuracy of the water
consumption measurements and communications
of the information provided by the same.

The technological revolution, as well as the evolution
of the Internet of Things (IoT) in the future, taking
place in communications will change our relation to
the services and companies that provide them.

Applications are being designed and developed which
will help to improve our quality of life, and which in
the majority of cases we are not yet able to visualise.
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What is clear is that this revolution in the our sector
will revolve around the use of smart meters (smart
metering) and the massive analysis of the information
they make possible. This plan will place us at the
European forefront of our sector in exploiting
information on water consumption.

Sufficient studies and pilot tests have been completed

in 2019 to enable Canal de Isabel Il to make a firm

SMART METRES INSTALLED INDICATOR (%)

0.30 %

0.20 %

0.1 % o5
010 %

0.00 %

Closin'g 2017 Closing 2018 Closing 2019

® Actual Objective

Note: the data is accumulated until the corresponding closing date.

commitment to Narrow Band communications
technology, NB-loT, for the remote water meter reading.

Field installations, connecting nearly 4,000

meters, and laboratory studies have validated the
promising characteristics of NB=-loT communications
technology, in relation to signal penetration, coverage
and communication energy consumption.

Likewise, the capabilities of the YRIA technology
platform have evolved to allow for the management
of data generated by communication equipment and
data captured by smart meters.

During 2019 Canal de Isabel |l has consolidated its
position as an innovation lever in the world of M2M
communications, and specifically in NB-1oT as a
technology for water meter communications. The
sector that must provide the connectivity products
and services is prepared to meet the demands of the
water companies.
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Monitoring in the Strategic Plan

s

LINE 6

SP 06 - Smart metres
of the total metres

Strategic objective

Maximizar la «experiencia clientey
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en togos (os contactos con nuestros usuarios, of the total metre park
mejorando la eficiencia en los procesos Obj.: 0.20 %
comerciales y operacionales. LT
5 -
Compliance: >100 % LY  — 3
0000000000000 00000000000000000000000° P ' o ®eoo - acion @Fundac

INTELIGENCIA ARTE'IFIL

www. fundacioncanal.com
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Hispanagua:

essential support

Hispanagua, S.A.U is a Canal Group company
whose main purpose is the construction,
maintenance and operation of infrastructures
related to water management supporting Canal
de Isabel II's management.

In 2019 it launched the INCO computer
application. Thanks to this software, it will be
possible to dump the data of the work orders
assigned by Canal through its commercial
management application. Once organised by the
managers, they are distributed both by date of
execution and by zones and type of action, to
employees via their smartphones.

In order to comply with the Metrology Law, which
establishes that meters must not be more than
12 years old, Hispanagua is undertaking meter

replacement campaigns that are expected
to intensify over the next two years.

Poles have also been built for sewerage
network inspections, which it carries out

by improving both the cost and the
performance with respect to those purchased
from third parties.

The collaboration of Hispanagua in the
Centre for Advanced Studies in Water
should be highlighted, having built a water
facility in the IES Virgen de la Paloma
secondary school in Madrid for the Dual
Vocational Training courses given by Canal.

| 3. Our performance in 2019 and future objectives |
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16 PEACE, JUSTICE
AND STRONG
INSTITUTIONS

By virtue of being a public company and
providing an essential public service, Canal
de Isabel Il has the obligation to be excellent
and rigorous in corporate governance and
the behaviour of its employees. In addition,
it is duty-bound to the citizens and must

be absolutely transparent in management
and, in the area of Corporate Social
Responsibility, must develop open and
participatory activities for all the groups
with which we interact.
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GRI [102-17]

SDG 16 peace, justice and strong institutions:

the company of all Madrid's residents

The corporate organisation and governing bodies
of Canal de Isabel |l respond, on the one hand, to
the requirements deriving from its legal nature as
a corporation and, on the other, to the objective
of achieving a level of excellence in terms of
transparency and good governance.

In this regard, we are working on the progressive
incorporation of best practices in good governance
and transparency that exceed the standards required of
unlisted companies, as is Canal’s case, and the company
has an Internal Control System for Financial Information
(SCIIF, which we have been working on since 2013) and
an Internal Audit, Risk Management and Internal Control
Branch since January 2019, it has a Compliance Sub-
directorate, together with the creation in 2015 of an
Audit and Control Committee (today referred to as the
Audit Committee following the reform of the Spanish
Companies Law of 2014), a Risk Management System,
submission to the CNMV of an Annual Corporate
Governance Report (submitted and registered since
2014), an Appointments and Remuneration Committee,

an Internal Code of Conduct on Securities Market
Issues and a Code of Conduct approved by the Board of
Directors at its meeting on 8 January 2015, among others.

Relations with Public Administrations
and management transparency

In general, Canal must deal with the Administration
on three levels:

e City councils of the municipalities in which
we provide our services.

« Autonomous Communities where we operate
the service, especially the Autonomous
Community of Madrid.

 General State Administration (central government)

in the countries where we operate the service.

Furthermore, as a public company, we are obliged to
respond to requests for information and inspection

| 3. Our performance in 2019 and future objectives |



EINF

by all political groups represented in the Madrid
Assembly. These requests reflect the issues that

are important to stakeholders, covering all aspects
(economic, environmental and social) and, in addition
to serving as a means of rendering accounts for the
performance of the company and its Group, they
help us to understand the main concerns regarding
responsibility, solvency and sustainability.

The response to these requests is made through the
Executive Vice Chairperson to the Vice Presidency,
Council of the Presidency, and Government
Spokesperson of the Autonomous Community

of Madrid, from which they are forwarded to the
Assembly of Madrid.
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In addition, we have established an electronic
communication channel through the Canal website for
receiving and answering queries from the public. On
this platform, and in compliance with the provisions

in Law 10/2019, of 10 April, on Transparency and
Participation of the Autonomous Community of Madrid
and in Law 19/2013 of 9 December on Transparency,
Access to Public Information and Good Governance,
our Transparency Portal was created on this platform
in 2015, containing all the information required by

the law on active advertising, as well as the means

to guarantee the exercise of the right of access to
public information (Transparency Mailbox). From its
implementation on 28 October 2015 and until 2019

TYPE OF REQUEST AND ACRONYM

: . . Oral question Non- L
Request for ngsﬂon with Qral que§t|on ' Elanzry Appearahce Suestienine Ll Legislative Annual Sum
Information  written reply in Committee : Examination Proposal
Session Proposal
Pl PE PCOC PCOP C | PNL PROL
2016 237 21 2 12 13 1 3 o) 289
2017 361 59 o) 16 12 0 2 1 451
2018 224 52 2 11 6 0 1 1 297
2019 145 40 1 2 2 0 3 0 193

REQUESTS FOR INFORMATION BY THE ASSEMBLY OF MADRID
TO CANAL DE ISABEL Il (2019)

VOX
PARLIAMENTARY
PSOE GROUP
PARLIAMENTARY
GROUP
e PP
PARLIAMENTARY
o GROUP
0.52 %
CIUDADANOS
MAS MADRID UNIDAS PODEMOS PARLIAMENTARY
PARLIAMENTARY GROUP PARLIAMENTARY GROUP GROUP

the inbox of Canal’s Transparency Portal has handled
a total of 494 requests.

Of all of them, 97.77 % were accepted for processing,
only rejecting 11, primarily because they were clearly
repetitive, they compromised security, they were not
applicable or they were of an unjustified abusive nature
with the purposes of transparency of the laws (only
2.23 % of the total).

| 3. Our performance in 2019 and future objectives |
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Of the accepted 58.39 % are communications that,
given that they are complaints, claims, requests for
meetings, acknowledgments, comments or invitations,
among others. All of them have other channels for their
resolution, such as the virtual office for customers, and
they do not comply with transparency laws and for this
reason they are rejected. However, Canal has answered
all of them one by one, informing the interested party
of its dismissal, the cause and what were the possible
available avenues to process them through other
channels of communication with our company.

NUMBER OF REQUESTS RECEIVED PER YEAR
IN THE TRANSPARENCY MAILBOX

8 57 146 244 39

2015 2016 2017 2018 2019
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ESTIMATED REQUEST CATEGORIES (2015-2019)

INFORMATION
REQUEST
COMPLAINT °
REQUEST ® GENERIC MEETING
INFORMATION/ REQUEST REQUEST
COMPLAINT 1.02 %

There were 201 estimated requests (41.61 % of accepted
ones) and were mainly requests for information.

Regarding response time, 90 % of the requests
were answered in under a month, almost 70 % In
under 5 days.

At the same time, Canal and its group of companies
have an obligation to render accounts and are subject

TRANSPARENCY PORTAL REQUEST RESPONSE TIME (2015-2019)

o
UP TO 30 BETWEEN 31 MORE THAN @
DAYS AND 60 DAYS 60 DAYS
2.2%

to the economic and budgetary control of the
Chamber of Accounts of the Autonomous Community
of Madrid, as well as to audits by the Court of
Auditors, such bodies being responsible for ensuring
that management complies with the principles of
legality, effectiveness, efficiency and economy.

| 3. Our performance in 2019 and future objectives |
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Other audits of our management

In addition to the transparency actions mentioned
above, Canal de Isabel Il has numerous internal and
external audit and control mechanisms.

The company‘s external control mechanisms include:

« Chamber of Accounts: Audits the economic-
financial activity of the Public Sector of the
Autonomous Community of Madrid.

 External auditor (AUREN auditores): Issues a report
on the true and fair view of the financial statements.

» Deposition of accounts in the Trade and
Companies Register, making such accounts public.

« The Spanish National Securities Market
Commission (CNMV) requires that we increase the
control and transparency of our activities.
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* The Administrative Contracting Court of the
Autonomous Community of Madrid.

* The Court of Auditors, the Spanish Inland
Revenue Service and the European Court of
Auditors in funded projects, among others.

* All tenders and minor contracts are made public
on the company’s transparency portal and the
contracting portal of the Autonomous Community
of Madrid.

The internal control mechanisms include:

 The Internal Audit, Risk Management and Internal
Control Branch carries out specific analyses on
company practices.

* The Compliance Branch that analyzes compliance
risks, in particular those that have to do with the
criminal liability of legal persons.

* We have a Risk Management system and
corporate controls.

 Our Procurement Subdivision ensures the correct
application of tendering procedures.

* We have a mandatory internal Code of Conduct, a
Compliancy Policy and a Crime Prevention Policy.

* ISO-14000/9000 quality control and certification
system, among others.
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