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RPORATE VERNANCE ANNUAL REPORT MODEL
FOR LISTED PUBLIC LIMITED MPANIE

For a better understanding and subsequent completion of the model, please read the instructions
included at the end of this report.

STRUCTURE OF OWNERSHIP

A.1l. Complete the following table regarding the share capital of the company:

Date of last amendment Share capital () Number of shares

25-11-2005 148,489,211.00 148,489,211

If there are different types of shares in existence, specify this in the following

table:
Type Number of shares Par value per unit
A 147,596,892 1.00
B 892,319 1.00

A.2. Specify the direct and indirect owners with signiycant interests in your company
on the closing date of the ynancial year, excluding the directors:

Name or company name Number of direct Number of indirect Total 26 of
of the shareholder shares shares (*) share capital

HISUSA, HOLDING DE
INFRAESTRUCTURAS Y 70,083,824 0 47.198
SERVICIOS URBANOS, S.A.

SUEZ, S.A. 0 72.236.526 48.648

AMANCIO ORTEGA GAONA 0 7,439,902 5.010

(*) Through:

Name or company name of the Number %
direct owner of the stake of direct shares of share capital

HISUSA, HOLDING DE
INFRAESTRUCTURAS Y SERVICIOS 70,083,824 47.198
URBANOS, S.A.

SUEZ ENVIRONNEMENT ESPAcA, S.L. 2,152,702 1.450
ALAZAN INVERSIONES 2001 SICAYV, S.A. 3,030,000 2.041
KEBLAR DE INVERSIONES SICAYV, S.A. 4,409,902 2.970
Total: 79,676,428

Specify the most important movements in the shareholding structure which
occurred during the ynancial year:

Description of the
transaction

Name or company name of

R SO Vv Date of transaction




A.3. Complete the following tables regarding the members of the board of directors
of the company who hold shares in the company:

Name Date Date Number Number Total 26 of
or company name of yrst of last of of indirect the share
of the director appointment appointment direct shares shares (*) capital

RICARDO FORNESA

et 21-06-1979 21-05-2004 143,338 0 0.097
ﬁ/lolgclg:l MERCADER 30-05-2003 30-05-2003 400 0 0.000
IQUE COROMINAS 25-05-1994 21-05-2004 500 0 0.000
JLLAQ%RROT@EALSL 11-07-2002 30-05-2003 100 5.000 0.003
NUEVA COMPA=IA DE 12-11-2004 20-05-2005 101 9.883.295 6.656

INVERSIONES, S.A.

(*) Through:

Name or company name of the direct owner

of the stake Number of direct shares

CIVISLAR, S.A. 5,000

TORREAL, S.A. 9,883,295

Total: 9,888,295

Total % of share capital owned by the board of directors 6.756

Complete the following tables with the members of the board of directors of the
company who own rights over company shares:

Number of
equivalent
shares

Name or company Number of direct Number of indirect
name of the director option rights option rights

Total % of the
share capital

A.4. Specity, if appropriate, the family, commercial, contractual or corporate relations
existing between the owners of signiycant stakes, to the extent they are known to
the company, unless they are barely relevant or arise from the ordinary business or
trade:

Kind of

Related names or company names relationship

Short description

CAIXA DEESTALVIS | PENSIONS DE Corporate "LA CAIXA" IS A SHAREHOLDER WITH 1.5%
BARCELONA "LA CAIXA" - SUEZ, S.A. P OF THE SHARE CAPITAL OF SUEZ, S.A.

A.5. Specify, if appropriate, the commercial, contractual or corporate relations existing
between the owners of signiycant stakes and the company, unless these are barely
relevant or arise from the ordinary business or trade:

Related names

or company names Kind of relationship Short description



A.6. Specify the shareholdersi agreements, signed among shareholders, which
have been notiyed to the company:

Parties intervening in the

- Short description
O,
shareholdersi agreement % of share capital affected

of the agreement

Specify, if appropriate, the actions in concert existing between the shareholders
of your company and that are known to the company:

Parties intervening

- Short description
o,
e e Y0 of share capital affected

of the action in concert

Specify expressly if any amendment or breach of such contracts or agreements
or actions in concert has occurred during the ynancial year.

A.7. Specify if there is any individual or legal entity who controls or can control the

company according to Article 4 of the Ley del Mercado de Valores (Stock Market
Law):

Name or company name

Comments

A.8. Complete the following tables regarding the treasury stock of the company:

On the closing date of the ynancial year:

. Number of Total %
NLITIBEL o Clres: Sieres indirect shares (*) of the share capital
0 0 0.000

(*) Through:

Name or company name .
of the direct owner of the stake Number of direct shares

Total:

Indicate the signiycant variations, according to the provisions of Royal Decree
37771991, carried out during the ynancial year:

Date Number Number Total %o
of direct shares of indirect shares of the share capital

Results obtained in the ynancial year from treasury stock transactions (in thousand euros) 0



A.9. Indicate the conditions and deadline/s for the authorization/s by the Meeting
for the Board of Directors to carry out the acquisitions or transferrals of own shares,
as described in section A.8.

The Ordinary General Meeting of Shareholders of the Company held on 20 May 2005
agreed:

fiTo authorise the Board of Directors so that it can, whether by itself or through its delegates or
attorneys, directly in the name of the company or indirectly through a dominated company, buy
derivately shares of the company under the form of purchase or exchange or any other form
permitted by law, up to a maximum amount of 7,351,023 shares at a price or value not excee-
ding in more than 15% nor less than 15% the closing price of the day before. This authorisation
will be valid for a maximum period of 18 months starting at the adoption of this agreement, with
the remaining requirements in Section 75 of the Company Law and will cease effect in the areas
not used of the authorisation granted on this matter by the General Meeting of Shareholders on
May 21, 2004.

Nevertheless, with regard to the purchase of shares issued according to the capital increase
agreed upon on May 25, 2001, in order to cover the company for the Option Plan of May 2001
(regardless of whether they remain redeemable) in the purchase according to the right of option
granted by the subscribing company (to be given to the employees® purchase which is expressly
authorised®’or remaining with regard to the options still current), the purchasing price for which
the company can buy these shares will be the one agreed upon in the option, which is the issuing
price, regardless of whether it exceeds the 15% margins explained in the previous paragraph.o

A.10. Specify, if appropriate, the legal and statutory restrictions to the exercise of
voting rights, and the legal restrictions to the acquisition or transfer of interests in
the share capital:

Each share gives the right to one vote.

Pursuant to section 15 of the Articles of Association, the shareholders entitled to attend the
General Meeting of Shareholders are those who, individually or together with others, hold a
minimum of three hundred shares registered in the Registers of the Sociedad de Gesti-n de
los Sistemas de Registro, Compensaci-n y Liquidaci-n de Valores or the organization which
replaces it, yve days before the Meeting is held.




B ADMINISTRATIVE STRUCTURE OF THE COMPANY

B.1. Board of Directors

B.1.1. Indicate the maximum and minimum number of directors foreseen in the

articles:
Maximum number of directors 25
Minimum number of directors 6

B.1.2. Complete the following table with information regarding the board

members:
Name or
company . Position on Date of yrst Date of last Election
name of the Rl the board appointment appointment procedure
director
CHAIRMAN- A
RICARDO SHAREHOLDERS?
_ MANAGING 21-06-1979  21-05-2004
FORNESA RIBE EONESH MEETING
GERARD . SHAREHOLDERS?
SERARD ot 15 VICE-CHAIRMAN 20-10-1997  30-05-2003 e
JORDI A
MERCADER 214 V/ICE-CHAIRMAN 30-05-2003  30-05-2003 SHAREHOLDERSS
C MEETING
MIRE
PHILIPPE SHAREHOLDERS)
B S ART DIRECTOR 29-11-1997  25-05-2001 LDERS
ENRIQUE A
COROMINAS DIRECTOR 25-05-1994  21-05-2004 SHAREHOLDERSS
MEETING
VILA
JEAN-LOUIS SHAREHOLDERS?
A DIRECTOR 19-06-1996  25-05-2001 EDER
FELICIANO SHAREHOLDERS?
fptiah DIRECTOR 16-02-1994  30-05-2003 e
BERNARD SHAREHOLDERS?
AN DIRECTOR 30-05-2003  30-05-2003 e
MIQUEL A
NOGUER DIRECTOR 30-05-2003  30-05-2003 SHAREHSEEDTE&%
PLANAS
JEAN-PIERRE SHAREHOLDERS)
Nyt DIRECTOR 21-05-2004  21-05-2004 (LR
MANUEL A
RAVENTES DIRECTOR 20-03-1990  21-05-2004 SHAREHOLDERSS
MEETING
NEGRA
JUAN ROSELL SHAREHOLDERS?
o DIRECTOR 11-07-2002  30-05-2003 e
JUAN ANTONIO A
SAMARANCH DIRECTOR 17-05-1988  30-05-2003 SHAREHSEEDTEK%
TORELLE
NUEVA
COMPA=IA DE JUAN ABELLE SHAREHOLDERS?
VRS IONES. NIES DIRECTOR 12-11-2004  20-05-2005 e
S.A.

Total Number of Directors

14

Indicate any members that have withdrawn from the board of directors in this

period:

Name or company name of the director

Termination date




B.1.3. Complete the following tables about the members of the board and their

position:

EXECUTIVE DIRECTORS

Name or company name
of the director

RICARDO FORNESA RIBE

Commission that put
forward the appointment

APPOINTMENT AND
REMUNERATION COMMISSION

EXTERNAL PROPRIETARY DIRECTORS

Name or company name
of the director

GERARD MESTRALLET

JORDI MERCADER MIRE

PHILIPPE BRONGNIART

JEAN-LOUIS CHAUSSADE

BERNARD GUIRKINGER

JEAN-PIERRE HANSEN

NUEVA COMPA=IA DE
INVERSIONES, S.A.

Commission
that put forward
the appointment

APPOINTMENT AND
REMUNERATION
COMMISSION

APPOINTMENT AND
REMUNERATION
COMMISSION

APPOINTMENT AND
REMUNERATION
COMMISSION

APPOINTMENT AND
REMUNERATION
COMMISSION

APPOINTMENT AND
REMUNERATION
COMMISSION

EXTERNAL INDEPENDENT DIRECTORS

Name or company name
of the director

FELICIANO FUSTER JAUME

JUAN ROSELL LASTORTRAS

Commission

that put forward
the appointment

APPOINTMENT

AND REMUNERATION

COMMISSION

APPOINTMENT

AND REMUNERATION

COMMISSION

Position in the organization
chart of the company

CHAIRMAN-MANAGING
DIRECTOR

Name or company name

of the signiycant shareholder
whom they represent or

who proposed their appointment

SUEZ, S.A.

HISUSA HOLDING DE INFRAESTRUCTURAS
Y SERVICIOS URBANOS, S.A., CAIXA
CORP., CAIXA DEESTALVIS | PENSIONS DE
BARCELONA "LA CAIXA"

SUEZ, S.A.

SUEZ, S.A.

SUEZ, S.A.

SUEZ, S.A.

TORREAL, S.A.

Proyle

INDUSTRIAL ENGINEER. EX-CHAIRMAN OF
ENDESA, S.A.

INDUSTRIAL ENGINEER. CHAIRMAN OF

OMB, SIHU, S.A., CONGOST PLASTIC, S.A,,
CORP. UNILAND, S.A. DIRECTOR OF SIEMENS
ESPAcA, S.A., ENDESA, S.A., APPLUS
SERVICIOS TECNOLEGICOS, S.L., CHAIRMAN
OF FOMENTO DEL TRABAJO NACIONAL.
VICE- CHAIRMAN OF CEOE. CHAIRMAN

OF THE INSTITUTO DE LOGESTICA
INTERNACIONAL. MEMBER CONSORCI ZONA
FRANCA DE BARCELONA.



OTHER EXTERNAL DIRECTORS

Name or company name of the director

Commission that put forward the appointment

ENRIQUE COROMINAS VILA

APPOINTMENT AND REMUNERATION COMMISSION

MIQUEL NOGUER PLANAS

APPOINTMENT AND REMUNERATION COMMISSION

MANUEL RAVENTES NEGRA

APPOINTMENT AND REMUNERATION COMMISSION

JUAN ANTONIO SAMARANCH TORELLE

APPOINTMENT AND REMUNERATION COMMISSION

Specify the reasons why they cannot be considered as proprietary or
independent:

Messrs Corominas, Noguer, Ravent-s and Samaranch are considered as fiother external
directorso, and they are neither executive nor proprietary. These Directors hold or held
management positions in the governing bodies of fila Caixad and they were appointed at
the proposal of the Board of Directors of Sociedad General de Aguas de Barcelona, S.A. in
agreement with the shareholders, taking into consideration their knowledge of and interest
in companies from the service sector and the economic interest of fila Caixad in Sociedad
General de Aguas de Barcelona, S.A., due to its capacity as shareholder (minority, but
with 49%) of Hisusa, Holding de Infraestructuras y Servicios Urbanos, S.A.

Specify the variations that, if appropriate, have taken place during this period
for the type of each director:

Name or company name
of the director

Date of change Previous capacity Current capacity

B.1.4. Indicate if the description of the directors included in the previous point
corresponds to the distribution foreseen in the regulations of the board:

Yes. The above-mentioned description corresponds to the one foreseen in the Regulations
of the Board, which in Section 5 establish:

fiSection 5. Qualitative Composition

1. The Board of Directors, in exercising its powers of proposal to the General Meeting and
cooptation to yll vacancies, shall try to ensure that the external or non-executive directors
represent a large majority over the executive directors in the composition of the body.
For this purpose, the Chairman, if he/ she fulyls executive functions, the Delegate
Directors and those who perform management functions in the Company will be considered
executives.

2. Taking into account the signiycant concentration of stocks, the external directors
will be persons related to the main stockholders and persons related to entities that,
although having a minority ownership interest in a stockholder, their special position in
the market and their relations make it advisable in the Board or the Meetingis criteria
to be represented on the Board.

3. In case the stockholders with signiycant ownership interests their total ownership
interest will be reduced below 55% of the capital, independent directors will be allowed



taking into account the Companyis ownership structure, the signiycant stock owner-
ship interestis importance in absolute and comparative terms, as well as the degree
of continuance, commitment and strategic relation of the owners of stated signiycant
ownership interests with the Company.o

B.1.5. Specify, if appropriate, the delegated faculties of the delegated
director/s:

Name or company name of the director Short description

ALL THOSE THAT CAN BE DELEGATED BY VIRTUE

RICARDO FORNESA RIBE OF THE LAW OR BY THE ARTICLES OF ASSOCIATION

B.1.6. ldentify, if appropriate, any board members that are managers
or directors in other companies that form part of the listed companyds

group:

Name or company name of

the director Registered name of the group entity Position

JUAN ROSELL LASTORTRAS APPLUS SERVICIOS TECNOLEGICOS, S.L. DIRECTOR

B.1.7. Specity, if appropriate, the directors of your company who are board
members of other entities listed on ofycial stock markets in Spain, that are
different from the ones of your group and that have been notiyed to the
company:

Name or company name

&7 e GRreEorr Listed entity Position
RICARDO FORNESA RIBC INMOBILIARIA COLONIAL, S.A. DIRECTOR
RICARDO FORNESA RIBC REPSOL YPF, S.A. DIRECTOR
JORDI MERCADER MIRE MIQUEL Y COSTAS & MIQUEL, S.A. CHAIRMAN
JORDI MERCADER MIRE INMOBILIARIA COLONIAL, S.A. DIRECTOR
JORDI MERCADER MIRC ABERTIS INFRAESTRUCTURAS, S.A. DIRECTOR
JORDI MERCADER MIRE REPSOL YPF, S.A. DIRECTOR
ENRIQUE COROMINAS VILA ABERTIS INFRAESTRUCTURAS, S.A. DIRECTOR

TELEFENICA MEVILES, S.A.

ENRIQUE COROMINAS VILA (DESDE 26-07-2005)

VICE-CHAIRMAN

CEMENTOS PORTLAND
FELICIANO FUSTER JAUME VALDERRIVAS, S.A. DIRECTOR

INMOBILIARIA COLONIAL, S.A.

MIQUEL NOGUER PLANAS (DESDE 20-10-2005) DIRECTOR
~ INMOBILIARIA COLONIAL, S.A.

MANUEL RAVENTCS NEGRA (DESDE 20-10-2005) DIRECTOR

JUAN ROSELL LASTORTRAS INMOBILIARIA COLONIAL, S.A. DIRECTOR

JUAN ANTONIO SAMARANCH TORELLE INMOBILIARIA COLONIAL, S.A. VICE-CHAIRMAN

NUEVA COMPA=IA DE INVERSIONES, S.A. SACYR VALLEHERMOSO, S.A. 2n VICE-CHAIRMAN




B.1.8. Complete the following tables regarding the aggregated remuneration of
the directors accrued during the ynancial year:

a) In the company that is subject to this report:

Compensation concept

Data in thousand euros

Fixed remuneration 145
Variable remuneration 100
Allowances 607
Beneyts 1,861
Stock options and/or other ynancial instruments 0
Other 0
Total: 2,713

Other Beneyts

Data in thousand euros

Advances 0
Credits granted 0
Pension Funds and Plans: Contributions 1,245
Pension Funds and Plans: Obligations incurred 4,571
Life insurance premiums 0
Guarantees constituted by the company in favour of the directors 0

b) For the directors of the company belonging to other boards of directors and/or
to the senior management of group companies:

Compensation concept

Data in thousand euros

Fixed remuneration

Variable remuneration

Allowances

Beneyts

Stock options and/or other ynancial instruments

Other

Total:

O /lo o o o o o

Other Beneyts

Data in thousand euros

Advances

Credits granted

Pension Funds and Plans: Contributions

Pension Funds and Plans: Obligations incurred

Life insurance premiums

Guarantees constituted by the company in favour of the directors

oO|lo o o o|o




c) Total remuneration for each type of director:

Types of director By company By group
Executives 722 0
External Proprietary 1,131 0
External Independent 340 0]
Other Kinds of External 520 0
Total: 2,713 (0}

d) Regarding the proyts assigned to the parent company:

Total remuneration of the directors (in thousand euros) 2,713

Total remuneration of the directors 7/ proyt assigned to the parent company (in %) 1.080

B.1.9. Identify the members of the senior management that are not executive
directors at the same time, and indicate the total remuneration accrued in their
favour during the ynancial year:

Name or company name Position

ANGEL SIMEN GRIMALDOS MANAGING DIRECTOR

JOSE VILA BASSAS SECRETARY GENERAL-MANAGING DIRECTOR
JAVIER MURILLO FERRER MANAGING DIRECTOR HEALTH

MANAGING DIRECTOR OF INSPECTION AND CERTIFICATION.

SERGIO PASTOR COLLDEFORNS NEW BUSINESSES AND BUSINESSES IN PROGRESS

LLUES MU. PUIGGARE LALANZA MANAGING DIRECTOR CORPORATE MEDIA
MIQUEL ALSIUS JURIOL MANAGING DIRECTOR OF CONSTRUCTION AND INSTALLATIONS
Total remuneration of senior management (in thousand euros) 3,747

B.1.10. Identify in an aggregate way if there are any clauses regarding guarantees
or protection in the case of being dismissed or of changes in control in favour of
the members of the senior management, including the executive directors, of the
company or its group. Specify if these contracts must be communicated and/or
approved by the bodies of the company or of its group:

Number of beneyciaries 6
Board of Directors General Meeting
Body in charge of autorizing the clauses X
YES NO

Is the General Meeting informed of these clauses? X



B.1.11. Indicate the process to establish the remuneration of the members of
the board of directors and the relevant statutory clauses in this regard.

Pursuant to Section 14 of the Regulations of the Board, the proposal to the Board of Di-
rectors of the system and amount of annual remunerations for the directors is included
among the basic responsibilities of the Appointment and Remuneration Commission.

Likewise, Sections 22 and 23 of the Regulations of the Board establish that:

fiThe director shall be entitled to receive the remuneration established by the Board of
Directors in accordance with the provisions of the Articles of Association and the instruc-
tions of the Appointment and Remuneration Commission.o

fiThe Board of Directors and the Appointment and Remuneration Commission shall take
all measures to ensure that the remuneration of external directors is adjusted to their
actual commitment and it shall offer incentives for their commitment, without being an
obstacle for their independence.o

Section 32 of the Articles of Association in force read verbatim as follows:

fiSection 32. Remuneration of the Board of Directors.

The Board of Directors shall have the right to receive a remuneration, whose maximum
quantity shall be an equivalent amount of 5% of the consolidated beneyt, and it shall be
deduced from the net beneyts of each yscal year, corresponding to the Board itself the
determination of the exact quantity which has to be distributed, all this without detriment
to what is set forth in Section 130 of the Modiyed Text of Company Law.

The Board shall distribute such payment in the way that it considers appropriate among
the consultants which form part of it and the persons which usually participate in it, even
if they do not have such quality. The distribution of such payment may be referred to the
value of shares or consist in the delivery of shares or options over them, with regard to
the persons who hold executive functions.o



B.1.12. Specify, if appropriate, the identity of the members of the board who
are, at the same time, members of the board of directors or directors of
companies holding signiycant stakes in the listed company and/or in its group

companies:

Name or company name
of the director

GERARD MESTRALLET

GERARD MESTRALLET
GERARD MESTRALLET

JORDI MERCADER MIRE

JEAN-LOUIS CHAUSSADE

JEAN-LOUIS CHAUSSADE

JEAN-LOUIS CHAUSSADE

BERNARD GUIRKINGER
JEAN-PIERRE HANSEN
JEAN-PIERRE HANSEN

NUEVA COMPA=EA DE
INVERSIONES, S.A.
(PERSONA FESICA
REPRESENTANTE,
JUAN ABELLE GALLO)

Name or company name of
the signiycant shareholder

HISUSA HOLDING DE
INFRAESTRUCTURAS Y
SERVICIOS URBANOS, S.A.

SUEZ, S.A.
SUEZ ENVIRONNEMENT

HISUSA HOLDING DE
INFRAESTRUCTURAS Y
SERVICIOS URBANOS, S.A.

HISUSA, HOLDING DE
INFRAESTRUCTURAS Y
SERVICIOS URBANOS, S.A.

SUEZ ENVIRONNEMENT

SUEZ ENVIRONNEMENT
ESPABA, S.L.

SUEZ ENVIRONNEMENT
SUEZ, S.A.
SUEZ ENVIRONNEMENT

TORREAL, S.A.

Position

CHAIRMAN (FROM 14-07-2005).
VICE-CHAIRMAN
(FROM 01-01-2005 TO 14-07-2005)

CHAIRMAN-MANAGING DIRECTOR
CHAIRMAN

INDIVIDUAL REPRESENTING THE
DIRECTOR CAIXA CORP. S.A.,
VICE-CHAIRMAN (FROM 14-07-2005.
CHAIRMAN

(FROM 01-01-2005 TO 14-07-2005)
INDIVIDUAL REPRESENTING SUEZ
ENVIRONNEMENT ESPAGA, S.L.,
DIRECTOR

DIRECTOR-MANAGING DIRECTOR

DELEGATE DIRECTOR

DELEGATE MANAGING DIRECTOR
CHIEF OPERATING OFFICER
DIRECTOR

CHAIRMAN-MANAGING DIRECTOR

Specify, if appropriate, the relevant relationships other than those included in
the previous paragraph, among the members of the board of directors that link
them to the signiycant shareholders and/or its group companies:

Name or company name
of the director

Name or company name
of the signiycant shareholder

Description
of the relationship

B.1.13. Specify, if appropriate, the changes carried out regarding the regulations
of the board during the ynancial year.

No changes have been carried out in the Regulations of the Board during the ynancial
year 2005. At 31 December 2005 the text of the aforementioned Regulations was the one
approved by the Board of Directors in the meeting held on 26 March 2004, notiyed to the
Spanish Stock Exchange Commission (CNMV) and registered in the Companies Register.

B.1.14. Specify the procedures for appointment, re-election, assessment and
removal of the directors. Detail the competent bodies, the methods to be applied
and the criteria to be used in each of the procedures.

Some Sections of the Regulations of the Board of Directors read as follows:

fiSection 16. Appointment of Directors
1. Directors shall be appointed by the General Board or the Board of Directors in accordance



with the provisions of the Limited Companies Act and the Articles of Association.

2. The proposals for the appointment of directors submitted by the Board of Directors
to the General Board for consideration and the appointment decisions adopted by this
body by virtue of the legally attributed co-optation powers shall be preceded by the
corresponding proposal made by the Appointment and Remuneration Commission.o

fiSection 17. Appointment of External Directors

1. The Board of Directors and the Appointment and Remuneration Commission shall
try, pursuant to their powers, that the election of candidates be made among persons
of recognised solvency, competence and experience, and they shall be even more strict
regarding the candidates to hold the position of independent director pursuant to Section
5 of these Regulations, in the case the appointment be made according to subsection
3 thereof.

2. The Board of Directors shall not propose or appoint in order to cover the position of
independent director any persons who have any relation with the corporate manage-
ment or who are somehow related to the executive directors or other top managers of
the Company by family bonds or by professional or commercial links.

Particularly, the following persons shall not be proposed as or appointed as independ-
ent directors:

a) persons who hold or have held executive positions in the Company in the last two
(2) years;

b) relatives of those who are or have been executive directors or top managers of the
Company in the last two (2) years;

¢) persons who have directly or indirectly, through the companies in which they have a
signiycant ownership interest, made or received payments of the Company that may
impair their independence; and,

d) persons who have other relations with the Company, who, at the Appointment and
Remuneration Commissionis discretion, may have their independence reduced.0

fiSection 18. Term of ofyce

1. Directors shall hold ofyce during the term provided in the Articles of Association, and
they may be re-elected.

2. Directors appointed by co-optation shall hold ofyce up to the date of the yrst General
Meeting.

3. When, upon prior report from the Audit and Control Commission, the Board of Directors
considers that the interests of the Company are at risk, the Director who ynishes his/her
term of ofyce or who due to any other reason leaves his ofyce shall not render services
to another entity having a subject matter similar to that of the Company during the
established term which shall in no case exceed two (2) years.0

B.1.15. Specify the cases when directors are obliged to step down.

According to Section 19 of the Regulations of the Board,

1. Directors shall cease to hold ofyce when the term for which they were appointed
has expired and when the General Meeting pursuant to its legal powers or the powers
conferred in the Articles of Association so decides.

2. Directors shall put their position at the Board of Directorsi disposal and resign, if the
Board deems it convenient, in the following cases:

a) when they no longer hold the executive positions to which their appointment as di-
rector is associated;

b) when they fall into one of the cases of incompatibility or prohibition provided by
law;

¢) when they are accused of an allegedly criminal act or they are the subject to a discipli-
nary record for a serious or very serious offence by the supervising authorities; and,
d) when their continuance on the Board may put the Companyis interests at risk or



when the reasons for which they were appointed disappear. This circumstance shall be
considered to exist with respect to proprietary* director when the total stock ownership
interest owned or represented by him/ her is sold.

B.1.16. Indicate if the duties of the top executive of the company are held by
the chairman of the board. If so, specify the precautions adopted to reduce the
risks of concentration or power in only one person:

YES X NO

Precautions to reduce risks

They do not form part of either the Audit and Control Commission or of the Appointment and Remuneration
Commission.

B.1.17. Are additional majorities, other than the legal ones, required for any kind
of decision-making?:

YES NO X
Indicate how agreements on the board of directors are adopted, specifying, at

least, the minimum attendance quorum and the kind of majorities to adopt the
agreements:

A ion of Agreemen

DS Quorum Kind of Majority
of the agreement

1) Permanent delegation

of any power of the The Board of Directors shall be validly constituted For 1), the favourable
Board of Directors when half plus one of the number of Directors vote of two thirds (2/3) of
to the Executive established by the General Meeting, attend the members of the Board
Commission and/or the the meeting, either in person or represented. shall be required. For 2),
Managing Director and However, for the purposes of holding the General the absolute majority of
the designation of the Meeting to yll the vacancies of the Board of the Directors attending
Directors to hold such Directors, the attendance of the majority of the meeting shall be
positions; 2) Rest of Directors effectively existing shall be sufycient. required.

agreements

B.1.18. Explain if there are speciyc requirements, other than those related to the
directors, to be appointed as Chairman.

YES NO X

Description of the requirements

B.1.19. Specify if the chairman has a casting vote:

YES NO X

Subjects covered by the casting vote




B.1.20. Specify if the articles or the regulations of the board establish any age
limit for the directors:

YES NO X

Age limit chairman
Age limit delegate director
Age limit director

B.1.21. Specify if the articles or the regulations of the board establish a limited
term of ofyce for the independent directors:

YES NO X
Maximum number of years in ofyce 0

B.1.22. Specify if there are formal processes for delegating votes to the board
of directors. If appropriate, describe them briepy.

Pursuant to Section 28, paragraph 2 of the Articles of Association, the Directors who can-
not attend, may delegate their representation to another Director, without there being a
limit to the number of representations that each Director can hold. The representation
must be granted in writing and speciycally for each meeting, the representation made by
telegram, telex or fax also being valid for these purposes.

B.1.23. Specify the number of meetings held by the board of directors during the
ynancial year. Likewise, indicate, if appropriate, how many times the board has
met without the attendance of its Chairman:

Number of meetings of the board 7

Number of meetings of the board without 0
the attendance of the Chairman

Indicate the number of meetings held by the different commissions of the board
in the ynancial year:

Number of meetings of the executive or delegate commission
Number of meetings of the Audit Commission
Number of meetings of the Appointment and Remuneration Commission

Number of meetings of the Strategy and Investment Commission

o o o u N

Number of meetings of the Commission

B.1.24. Indicate whether the individual and consolidated annual accounts
submitted to the board for their approval are previously certiyed:

YES NO X

Identify, if appropriate, the person/s who has/have certiyed the individual and
consolidated annual accounts of the company, to be prepared by the board:

Name Position



B.1.25. Explain, if appropriate, the mechanisms established by the board of
directors to avoid the individual and consolidated accounts it prepares being
submitted to the General Meeting with reservations in the audit report.

As established in the Regulations of the Board, in particular in Section 35.3, fiThe Board
of Directors shall try to deynitively draw up the accounts so that there are no exceptions
made by the auditor. However, when the Board considers that its criteria must be kept, it
shall publicly explain the content and scope of the discrepancy.o

B.1.26. Specify the measures taken so that the information released to the stock
markets is transmitted in a fair and symmetric way.

As established in Section 34.2 of the Regulations of the Board, fiThe Board of Directors
shall adopt all the measures necessary to assure that the six-monthly, quarterly and
any other ynancial information which prudence requires to put at the markets disposal
be made in accordance with the same professional principles, criteria and practices with
which the annual accounts are made and that they have the same reliability that the latter
have. For this last purpose, this information shall be checked by the Audit and Control
Commission.o

B.1.27. Is the secretary of the board a board member?:

YES NO X

B.1.28. Specifty, if appropriate, the mechanisms established by the company to
preserve the independence of the auditor, the ynancial analysts, the investment
banks and the rating agencies.

B.1.29. Indicate whether the auditing yrm performs other services for the
company and/or its group, other than audit services, and in this case specify
the total fees received for those services and the percentage represented out of
the fees invoiced to the company and/or its group.

YES X NO

Company Group Total

Cost for services other than

the audit services (thousand euros) 49 1,040 1,089

Cost for services other than the audit
tasks / Total amount invoiced by 14.359 35.624 33.418
the auditing yrm (in %)

B.1.30. Specify the number of years that the current auditing yrm has been
continuously performing the audit of the annual accounts of the company and/or
its group. Likewise, specify the percentage represented by the number of years
audited by the current auditing yrm out of the total number of years for which
the annual accounts have been audited:

Company Group
Number of continuous years 16 16
Company Group
No. of years audited by the current auditing yrm / No. 100.000 100.000

of years that the company has been audited (in 260)




B.1.31. Specify the interests of the members of the companyis board of directors
in the capital of entities with the same, similar or complementary kind of activity
as the one of the corporate purpose of the company and its group, and that have
been notiyed to the company. Likewise, indicate the positions or duties carried
out in these companies:

Name or company name

o - .
of the director Name of the company Yo stake Position or duties
RICARDO FORNESA RIBC CAIFOR, S.A. 0.000 CHAIRMAN

CHAIRMAN-
GE£RARD MESTRALLET SUEZ, S.A. 0.002 MANAGING DIRECTOR
GERARD MESTRALLET SUEZ ENVIRONNEMENT 0.000 CHAIRMAN
MANAGING
JEAN-LOUIS CHAUSSADE SUEZ ENVIRONNEMENT 0.000 DIRECTOR
JEAN-LOUIS CHAUSSADE DEGREMONT 0.000 CHAIRMAN
JEAN-LOUIS CHAUSSADE LYONNAISE DES EAUX FRANCE 0.000 DIRECTOR
SOCIETE DES EAUX DE
JEAN-LOUIS CHAUSSADE MARSEILLE 0.000 DIRECTOR
FOMENTO DE CONSTRUCCIONES
FELICIANO FUSTER JAUME Y CONTRATAS, S.A. 0.003 -
FELICIANO FUSTER JAUME ENDESA, S.A. 0.o.o -
CHAIRMAN-
BERNARD GUIRKINGER LYONNAISE DES EAUX FRANCE 0.000 MANAGING DIRECTOR
BERNARD GUIRKINGER ONDEO INDUSTRIAL SOLUTIONS 0.000 CHAIRMAN
BERNARD GUIRKINGER DEGREMONT 0.000 DIRECTOR
SOCIETE DES EAUX DE
BERNARD GUIRKINGER MARSEILLE 0.000 DIRECTOR
BERNARD GUIRKINGER STE£ DES EAUX DU NORD 0.000 DIRECTOR
BERNARD GUIRKINGER LYDEC 0.000 DIRECTOR
CHIEF OPERATING
JEAN-PIERRE HANSEN SUEZ, S.A. 0.000 OFFICER
JEAN-PIERRE HANSEN ACEA SPA 0.000 DIRECTOR
JEAN-PIERRE HANSEN SUEZ ENVIRONNEMENT 0.000 DIRECTOR
JUAN ROSELL LASTORTRAS ENDESA, S.A. 0.000 DIRECTOR
JUAN ROSELL LASTORTRAS AIRAT, S.A. 20.000 mmme-
JUAN ROSELL LASTORTRAS MASTER S.A. DE INGENIEREA 5000  —mmeeee-
JUAN ANTONIO
SAMARANCH TORELLE CAIFOR, S.A. 0.000 DIRECTOR
NUEVA COMPA=tA DE
INVERSIONES, S.A.
(PERSONA FESICA SACYR VALLEHERMOSO, S.A. 9.832 2" VICE-CHAIRMAN

REPRESENTANTE, JUAN
ABELLC GALLO)




B.1.32. Specify, and describe if appropriate, whether there is a procedure for the
directors to receive external advice:

YES X NO

Describe the procedure

As established in Section 21 TExpertis Assistance- of the Regulations of the Board:

fil. For the purpose of being assisted in the exercise of their functions, the external directors may request the
Company that legal, accounting and ynancial advisors, or others, be hired at its expense. The request shall be
connected with speciyc problems of certain importance and complexity that arise from the performance of the
position.

2. The decision to hire experts shall be communicated to the Chairman if he has executive capacity and if not
so to the Companyis Delegate Director and it may be vetoed by the Board of Directors if it shows:

a) that it is not necessary for the good performance of the functions entrusted to the external directors;

b) that its cost is not reasonable taking into account the importance of the problem and the assets and
incomes of the Company; or

¢) that the technical assistance required may appropriately be provided by the experts and technicians of the
Company.o

B.1.33. Specify and describe if appropriate whether there is a procedure for the
directors to acquire the information necessary to prepare the meetings of the
governing bodies with sufycient time:

YES X NO

Describe the procedure

A dossier is prepared with information on all the issues to be discussed by the Board. This dossier is delivered
to the Directors before the Board meeting begins and earlier if any of the Directors so request or if there is a
specially complex issue.

B.1.34. Specify whether there is liability insurance for the directors of the
company.

YES X NO

B.2. Commissions of the Board of Directors

B.2.1. List the governing bodies:

Name of the body No. of members Functions
EXECUTIVE COMMISSION 4 See section B.2.3.
AUDIT AND CONTROL COMMISSION 3 See section B.2.3.
APPOINTMENT AND REMUNERATION 3 See section B.2.3.

COMMISSION

B.2.2. Specify all the commissions of the board of directors and their members:

EXECUTIVE OR DELEGATE COMMISSION

Name Position
RICARDO FORNESA RIBC CHAIRMAN
JORDI MERCADER MIRE MEMBER
JEAN-LOUIS CHAUSSADE MEMBER

JUAN ROSELL LASTORTRAS MEMBER



AUDIT COMMITTEE

Name Position

ENRIQUE COROMINAS VILA CHAIRMAN

JEAN-LOUIS CHAUSSADE MEMBER

JUAN ROSELL LASTORTRAS MEMBER
APPOINTMENT AND REMUNERATION COMMISSION

Name Position

JUAN ANTONIO SAMARANCH TORELLE CHAIRMAN

MANUEL RAVENTES NEGRA MEMBER

PHILIPPE BRONGNIART MEMBER
STRATEGY AND INVESTMENT COMMISSION

Name Position

B.2.3. Describe the organization and operation rules, and the responsibilities
attributed to each of the commissions of the board.

Sections 11, 12, 13 and 14 of the Regulations of the Board are transcribed as follows:

fiSection 11. Executive Bodies of the Board of Directors

1. Notwithstanding the delegations of power individually made to the Chairman or any other
Director (Delegate Directors) and the power that he/ she has to set up delegate Commis-
sions for speciyc activities, the Board of Directors may create an Executive Commission, with
general decision powers, and an Appointment and Remuneration Commission, only with in-
formation, advice and proposal powers for the subjects determined by the following sections.
The Board of Directors shall create an Audit and Control Commission having the powers set
forth in these Regulations.

2. The Appointment and Remuneration Commission shall evaluate the proyle of the most suit-
able persons to participate in the different Commissions and send the corresponding proposals
to the Board. In any case, it shall take into account the suggestions made by the Chairman,
if he/ she has an executive capacity, or, otherwise, those made by the Delegate Director.

3. Except for the provisions of the Articles of Association and these Regulations, the Commis-
sions shall regulate their own functioning, appoint a Chairman from among their members,
prior to which they shall meet, and they shall also appoint a Secretary, who need not be a
member of the Commission. If nobody is appointed, the position shall be held by the Secre-
tary of the Board.

The functioning rules set forth in these Regulations in connection with the Board shall be
applied provided they are compatible with the corresponding Commissionis nature and func-
tion, if there are no special provisions.o

fiSection 12. Executive Commission

1. The Board may appoint an Executive Commission which shall be composed of the number
of Directors determined by the Board of Directors in each case, and the Chairman and the
Delegate Director, if any, shall be part of it. If there were independent Directors pursuant to
section 5.3, their presence in the Executive Commission will abide by the criteria expressed
in referred section 5.3.



2. If an Executive Commission were appointed, its powers will be those delegated by the Board
in each case within the limitations of the Law and the Articles of Association.

3. In the event an Executive Commission being appointed, it shall inform the Board about the
main issues dealt with and the decisions made concerning these in their meetings.o

fi Section 13. Audit and Control Commission

1. The Audit and Control Commission shall consist of the number of external directors deter-
mined by the Board of Directors, which shall be between a minimum of three and a maximum
of yve and, in the case where there were independent Directors pursuant to Section 5.3, its
composition shall reasonably repect the existing relation in the Board between the proprietary
directors and the independent directors.

2. Notwithstanding other tasks assigned by the Board, the Audit and Control Commission
shall have the following basic responsibilities:

a) To know the processes of ynancial information and internal control processes of the
company.

b) To propose the appointment of the auditor, the hiring conditions, the scope of the profes-
sional mandate and, if appropriate, the revocation or non renewal.

¢) To inform the General Meeting of the issues raised by stockholders therein as regards
matters of its responsibility.

d) To check the corporate accounts, to supervise the fulylment of the legal requirements and
the correct application of the generally accepted accounting principles, and to inform the pro-
posals of modiycation of accounting principles and criteria suggested by the management.
e) To be a communication channel between the Board of Directors and the auditors, to evaluate
the results of each audit and the responses of the management team to its recommendations,
and to mediate in case of disagreement between the auditor and the Board of Directors as
regards the principles and criteria applicable in the preparation of the ynancial statements.
f) To supervise internal audit services, checking their adaptation and integrity, and the appo-
intment and replacement of their managers.

g) To supervise the fulylment of the audit contract, making sure that the opinion on the annual
accounts and the main contents of the audit report are clearly and accurately written.

h) To be related to the external auditors in order to receive information on those issues which
might endanger their independence and any other issues related to the account audit develo-
pment process, as well as other communications established by law as regards account audit
and by the audit technical standards.

i) To consider the suggestions made by the Chairman of the Board of Directors, the members
of the Board, the directors or the stockholders of the Company.

3. It shall be called by the Chairman of the Commission, either on his own initiative or at the
request of the Chairman of the Board of Directors or two (2) members of the Commission
itself. Notice of meeting shall be served by letter, telegram, fax or any other means that
constitute proof of receipt.

Resolutions may also be adopted without a meeting and in writing, pursuant to the provisions
of the Mercantile Register Regulations for the Board of Directors.

4. The Commission shall appoint from among its members a Chairman who shall be repla-
ced every four years and who can be re-elected after one year has elapsed since he/ she
left ofyce.

Likewise, the Commission shall appoint a Secretary and it may appoint an Under-secretary,
both of whom need not be members of this Commission. If nobody is appointed, the position
shall be held by the Secretary of the Board.

Minutes of the resolutions adopted in each session shall be kept, and the Board shall be in-
formed about them.

5. The Audit and Control Commission shall be validly held when the majority of its members
attend the meeting, in person or are represented. Resolutions shall be adopted by the majority
vote of the members attending either in person or represented.

6. Any required member of the Companyis management or personnel will be obliged to attend
the meetings of the Commission and to collaborate with it and provide it with the information
he/ she may have. The Commission may also require that the Companyis auditors attend
its meetings.




7. For the best fulylment of its functions, the Audit and Control Commission will be able
to receive the advice of external professionals, for which the provisions set forth in
Section 20 of these Regulations will be applied. (Note: *: Director representing a major
stockholder).0

fiSection 14. Appointment and Remuneration Commission

1. The Appointment and Remuneration Commission shall be composed of the number of
external directors determined by the Board of Directors and, in the case where there were
independent Directors pursuant to section 5.3, its composition shall reasonably repect the
relation existing on the Board between proprietary directors and independent directors.

2. Notwithstanding other duties that may be assigned by the Board, the Appointment and
Remuneration Commission shall have the following basic liabilities:

a) to formulate and revise the criteria to be followed for the composition of the Board of
Directors and the selection of candidates;

b) to submit to the Board the proposals concerning the appointment of directors so that
the Board can directly appoint them (co-optation) or submit these proposals to the
decision of the Meeting;

¢) to propose to the Board of Directors the members that should be part of each Com-
mission;

d) to propose to the Board of Directors the system and amount of annual remunerations
for the directors and top managers;

e) to periodically check the remuneration programmes, considering their adaptation and
performance;

f) to inform about the transactions which imply or may imply conpicts of interest, and, in
general, about the issues stated in Chapter VIII hereof; and,

g) to consider the suggestions made by the Chairman, the members of the Board, the
directors or the stockholders of the Company.

3. The Appointment and Remuneration Commission shall meet every time that the Board
or its Chairman request the issuance of a report or the adoption of proposals and, in any
case, when it is convenient for the good fulylment of its functions. It shall be called by
the Chairman of the Commission, either at his/her own initiative or on the request of
the Chairman of the Board of Directors or two (2) members of the Commission itself.
4. The Commission shall appoint a Chairman from among its members. Moreover, it shall
appoint a Secretary who need not be a member of said Commission and it may appoint
an Undersecretary. If nobody is appointed, the position shall be held by the Secretary
of the Board.

Minutes of the resolutions adopted in each session shall be kept, and the Board shall be
informed about them.

5. The Appointment and Remuneration Commission shall be validly held when the majority
of its members attend the meeting, in person or represented. Resolutions shall be adopted
by the majority vote of the members attending either in person or represented.6

B.2.4. Specify, if appropriate, the advisory and consultative powers and, if
applicable, the delegations of each of the commissions;

Name of the commission Short description

ALL THOSE OF THE BOARD OF DIRECTORS,

EXECUTIVE COMMISSION EXCEPT FOR THOSE THAT CANNOT BE DELEGATED

BY VIRTUE OF THE LAW OR THE ARTICLES OF ASSOCIATION

AUDIT AND
CONTROL COMMISSION

INFORMATIVE, ADVISORY AND PROPOSAL DUTIES
REGARDING THE ISSUES OF ITS RESPONSIBILITY,
LISTED IN SECTION B.2.3 ABOVE.

APPOINTMENT
AND REMUNERATION
COMMISSION

INFORMATIVE, ADVISORY AND PROPOSAL DUTIES,
LISTED IN SECTION B.2.3 ABOVE.




B.2.5. Specify, if appropriate, the existence of regulations of the commissions of
the board, the place where they are available for consultation, and the changes
carried out during the ynancial year. Likewise, specify whether any annual report
regarding the activities of each commission has been prepared voluntarily.

The Commissions of the Board do not have their own regulations, but their composition
and operation are regulated by the Regulations of the Board.

B.2.6. If there is an executive commission, explain the level of delegation and
autonomy that it has in the performance of its duties, to adopt resolutions
concerning the administration and management of the company.

All powers of the Board of Directors are delegated to the Executive Commission, except
those that cannot be delegated by virtue of the law or the articles of association.

B.2.7. Indicate whether the composition of the executive commission repects
the participation of the different directors on the board, according to their
position:

YES X NO

If not, explain the composition of the executive commission

B.2.8. If there is an appointment commission, specify whether all its members
are external directors:

YES X NO



RELATED OPERATIONS

C.1. Detail the important operations that imply a transfer of resources or obligations
between the company or group entities, and the signiycant shareholders of the
company:

Name or Name or company

company name name of the Nature of the Kind of (thﬁrﬂgg:dt
of the signiycant company or group relationship operation euros)
shareholder entity

C.2. Detail the important operations that imply a transfer of resources or obligations
between the company or group entities, and the managers or directors of the
company:

Name or company

rl\]l:nr?: (())frtchoempany name of the Nature of the Kind of (th'?)rl?;’:r?;
managers or directors company or g;ot:is operation operation euros)

C.3. Detail the important operations carried out by the company with other companies
of the same group, provided they are not eliminated from the process for the
preparation of consolidated ynancial statements and they are not part of the usual
transactions of the company as regards its purpose and conditions:

Company name Short description Amount
of the group entity of the operation (thousand euros)

C.4. Specity, if appropriate, the situation of conpicts of interest in which the directors
of the company are involved, pursuant to Article 127 ter of the Ley de Sociedades
Anénimas.

No conpict of interest involving the Directors has been communicated.

C.5. Specify the mechanisms established to detect, determine and resolve the possible
conpicts of interests between the company and/or its group, and its directors,
managers or signiycant shareholders.

Pursuant to Section 26 of the Regulations of the Board, the director shall not, directly or
indirectly, make professional or commercial transactions with the Company unless he/ she
informs in advance about the conpict of interest situation and the Board, prior report from the
Appointment and Remuneration Commission, approves the transaction.

In case of conpict, the affected director shall abstain from participating in the operation to
which the conpict refers. The votes of the directors who are affected by the conpict and who
shall abstain from voting shall be deducted for the required majority of votes.



m RISK CONTROL SYSTEMS

D.1. General description of the risk policy of the company and/or its group, detailing
and assessing the risks covered by the system, together with proof of adaptation of
these systems to the proyle of each type of risk.

The Agbar Group carries out its activity in different businesses (mainly, Complete Water Cycle,
Health Insurance, and Inspection and Certiycation), having a national and international pre-
sence in some of them.

These characteristics of the Group imply that it is subject to different critical factors arising from
each of its businesses. These factors cover both the sustainable development of the different
businesses (strategy, market, operations, technology, environment, ynancing, etc.) and the
regulatory framework in which they are carried out.

The premise underlying the Agbar Groupis general risk policy is, ultimately, to generate sus-
tainable value for its stakeholders. The critical factors associated with each of its businesses
are thus considered from the point of view of their absence of certainty, in their dual aspect
as generators of risks (to be avoided, reduced, shared or accepted) and of opportunities.

A permanent challenge of the governing and management bodies of the Agbar Group, on es-
tablishing its strategy, is to determine the optimal balance between risks and opportunities,
allowing the value to be maximized.

These general policies, and the diversities of the Agbar Group, have led its Management and
Organization structure, based on the Corporation and the Business Units, to be conceived to
guarantee the existence of the control mechanisms necessary to assess, control and lessen
the main risks.

In this respect, the Board of Directors, both directly and through its delegate commissions
(Executive Commission and Audit and Control Commission), performs functions of supervision
of the evolution of the businesses and of the control systems introduced.

Moreover, the different Management Committees established (Group Management Committee
and the Management Committees of each Business Unit) are the key element in the assess-
ment, monitoring and evolution of the main risks, due to the frequency of their meetings.

The aforementioned Government and Management structure of the Agbar Group, jointly with
the control systems established that are described in section D.2., allow, both at a Corporate
and at a Business Unit level, the consideration and monitoring of the Groupis different risks,
that can be classiyed into the following categories:

- Environmental Risks: Economic evolution (growth and slowdown), Regulatory and legal
(speciyc regulations, labour, tax, LOPD, NIIF, etc.), Country Risk (political and of sovereignty),
Access to Financial markets, Competitiveness, Business (mature businesses and new busines-
ses) and Innovation.

- Corporate Reputation Risks: Transparency (listed Group), and Sustainability (Environmental
and Social Responsibility risks).

- Operational and Process risks: Operational (contracting, renewal, provision of services and
credit), Technological and Information process, Human Capital, Integrity and Fraud.

- Financial risks: Liquidity, Credit, Exchange Rates and Interest Rates.

- Risks concerning Information for the Decision-Making: Associated with Operational, Financial
and Strategic information.




D.2. Specify the control systems established to assess, mitigate or reduce the main
risks of the Company and its group.

The control systems of the Agbar Group operate within the sphere of the different Bu-
siness Units and are reinforced by the Company, which carries out deynition, advice,
coordination, supervision and control functions regarding different issues (principally:
equity, legal, economic, accounting, ynancial, tax, organizational, planning and deve-
lopment of new business, information systems and human resources).

In general terms, and as regards the main risks that the Agbar Group must consider, the
control mechanisms and systems introduced to guarantee their control are based on:

- Establishment and supervision of strategic and budgetary objectives, both in the short
and medium term, which allows the detection and, if appropriate, correction of risks
arising from deviations that could affect the attainment of the objectives established.

- Standardization of the circuits for the analysis and authorization of investments in
new businesses, markets, countries, etc., allowing a quantiycation of their impact on
results and equity, in addition to the level of risk taken on.

- Development of policies, criteria, rules and procedures which allow the operation of
the different processes and subprocesses to be objectiyed and the risks arising from
the more operational actions to be mitigated.

- Integration of the Information Systems, which provides a guarantee of the reliability
and integrity of the information, on incorporating homogeneous control mechanisms.

In this respect, we must stress the progressive grouping, within the Groupis Shared
Services Unit, of the management of a good part of the technological systems, with
the consequent homogenization of the treatment of risks arising from the opportunity,
operating capacity and security of these systems.

- Deynition and application of a ynancial policy, allowing the control of risks of liquidity,
credit and exposure to exchange and interest rate puctuations.

As for liquidity risk (associated with the capability to ynance the commitments), the
Agbar Group keeps a prudent level of indebtedness, compatible with the generation
of funds by the ordinary operations, with a solid capitalization ratio and a high-quality
credit rating. The Agbar Group also has diversiyed sources of ynancing (bond issuan-
ce programme in the capital markets), and unused bank ynancing lines available for
immediate use.

The credit risk is the possible ynancial loss arising from the non-fulylment by our coun-
terparts of their obligations, either through deposits or other ynancial assets that the
Agbar Group maintains with them or through its obligations in derivative instrument
contracts. This risk is mitigated by demanding a minimum credit rating, establishing risk
limits and periodically monitoring the concentration of risk in the same counterpart.

The exchange risk for the Agbar Group materializes mainly in the puctuation of the
conversion value, in Euros, of the assets, in local currency, of foreign subsidiaries. In
order to mitigate this risk, the Agbar Group ynances these assets, whenever possible,
by means of local debt in the same currency (either by direct contracting of ynancing in
the currency of the destination country of the investment or by its synthetic creation by
means of derivative instruments, if these are available in the local market). Moreover,
and to limit the exposure of the equity of foreign subsidiaries (investment portfolio of
the Parent company) to the puctuations of exchange parities, the Agbar Group resorts,



whenever possible, to the contracting of ynancing, either real or synthetic (use of de-
rivative instruments), in the same currency as the investment portfolio is expressed.
Exposure to interest rate risk (impact on the results of increases in interest rates which
push up the cost of the debt) is signiycantly reduced, by the natural coverage offered by
those businesses in which inpation and/or the same interest rates constitute elements
that, explicitly or implicitly, are incorporated into the process of the periodical review
of tariffs and prices. In this way, the asset yield is highly and positively correlated to
the cost of the associated ynancing. In the cases in which such a correlation cannot be
established or can only be weakly established, the Agbar Group reduces its exposure
to possible interest rate increases by means of the establishment of the cost of part of
its ynancing by contracting derivative instruments of various terms.

In all cases, the use of derivative instruments in the Agbar Group is always intended
for (non-speculative) coverage, avoiding complex structures of difycult understanding,
assessment and management.

- Deynition, by the Secretary General-Managing Director, of an insurance policy (civil,
industrial, professional and equity liability), allowing a minimization, through transfe-
rral to third parties, of the risks that could arise from unforeseen and uncontrollable
events.

- Centralization, in the Corporate Economics and Finance Department, of the establish-
ment of guidelines, rules and criteria with respect to the economic, ynancial, tax and
accounting information of the Group, which allows, together with the supervision of the
same, the obtaining of complete, homogeneous and important information for decision-
making, avoiding at the same time those risks associated with the use of erroneous
information, either internally or for its external publication.

- Establishment of a Sustainable Development Committee of the Agbar Group that safe-
guards the observance of its key values (protection of the health and security of people,
quality of service, protection of the environment and technological progress).

The task carried out by this Committee, jointly with the approval of the Code of Ethics
and of Conduct and the Environmental Code, the publication of an Annual Report on
Sustainability and compliance with current practices regarding transparency and good
governance, allow the control of the risks that could arise from the corporate reputation
of the Group.

- Action, by the Corporate Legal Advice Department, to respond to: a) the logical need
for a good administration of the direct and indirect movable and immovable property,
and of its businesses, guaranteeing, from the legal point of view, a responsible and
adequate level of legal certainty; b) the legal requirement to exercise and accredit the
good governance of the listed company and of its Group; c) the broad extent of the
social responsibility of the governing bodies and of their management; d) the criterion
of essential independence of opinion of the structure watching over the compliance of
these demands.

- Finally, introduction of the Internal Audit Function in the Agbar Group, the objective of
which is the independent evaluation of the Internal Control Systems established, with the
aim of reporting on their adaptation and suggesting some aspects for improvement.

This periodical assessment of the Internal Control Systems allows us to mitigate the
risks arising from the fact that they do not attain the objectives assigned (reliability and
integrity of the ynancial and operational information, protection (safeguard) the assets
(resources), compliance with the applicable policies, principles of action, procedures,
laws and regulations, and effective and efycient operation management).




D.3. Should some of the risks affecting the company and/or its group have
materialized, specify the circumstances that have caused them and whether the
control systems established worked.

In 2005, no risks materialized apart from those caused by the development of the different
activities carried out by the Agbar Group, no signiycant adverse consequences arising.

Indeed, when situations liable to generate the materialization of any risk occurred, the effective
operation of the prevention, information and control mechanisms was observed, and therefore
to date it is considered that the means established and the risk control systems have worked
in a reasonably satisfactory manner.

D.4. Specify whether there is a commission or other governing body in charge of
establishing and supervising these control mechanisms and detail its functions.

As mentioned in section D.1., the Board of Directors, both directly and through its delegate
commissions (Executive Commission and Audit and Control Commission), performs functions
of supervision of the control systems. The different Management Committees (Group Mana-
gement Committee and the Management Committees of each Business Unit) are likewise the
key element in the assessment, monitoring and evolution of the main risks

In particular, the Audit and Control Commission has among its basic responsibilities those of
knowing the Groupis ynancial information and internal control processes and reviewing its
accounts, supervising the fulylment of the legal requirements and the correct application of
the accounting principles.

On performing its tasks, the Audit and Control Commission has the support of the Groupis
Internal Audit Function, over which it has, in accordance with its powers, a supervisory respon-
sibility. For the performance of its functions (independent assessment of the Internal Control
Systems established), the Internal Audit Function has a Corporate Internal Audit Department
and Internal Audit Units in different Group businesses.

Information is given from both the Board of Directors, through its Audit and Control Commission,
and from the different Management Committees. This information enables the Groupis Internal
Audit Function to focus its actions on the assessment of areas, processes and risks that they
consider to be signiycant, preparing the appropriate Action Plans. These Action Plans, and the
results achieved, are continuously submitted to the Audit and Control Commission.

Moreover, the Audit and Control Commission, on performing its duties, obtains information
from the Managing Director of the Group, from the Managers of the Business Units, Corporate
Departments, and from the External Auditors.

D.5. Identiycation and description of the processes of fulylment of the different
regulations affecting the company and/or its group.

The Agbar Group is present in various countries and different sectors of activity, in which it is
subject to the fulylment of different rules, regulations and legislations.

Each of the Groupis businesses has speciyc control, legal and human resources departments
in charge of ensuring the fulylment of the applicable legislation in force in each case.

In this respect, and in addition to the actions of the different corporate departments descri-
bed in point D.2., the Corporate Legal Advice Department provides the appropriate advice to
the Company and supervises the effective intervention of the Legal Services of the business
units in the different areas of each and every one of the yrms and companies, guaranteeing
the responsible and appropriate level of legal certainty and the global fulylment of legal and
regulatory requirements affecting the Group.



Agbaris legal organization responds to the balance between the decentralization imposed by
the necessary legal specialization to attend to the diversiycation by activity which, in turn,
determines the existence of legal services in the business units, and the functional dependen-
ce imposed by the need to establish general prevention-reaction and legal regularity criteria
and guidelines throughout the Group which, in turn, determines the control exerted, under
the principle of independence, over the legal services of the business units by the Corporate
Management.

The process for the legal control of risks of the Corporate Legal Advice Department culminates
with the Secretary General-Managing Director, who in turn is accountable to the Chairman
and the Audit and Control Commission, without prejudice to the direct attendance before the
Commission by any of the Companyis employees and positions.

The basic objectives of Agbar Groupis legal structure are: to provide regularity and legal cer-
tainty to the development of the different activities, of its new businesses, in the investment
and disinvestment operations, in the ordinary and extraordinary administration of the equity,
of the insurance portfolio; to apply the policy in relation to powers, guarantees and ynancing
and to supervise the entire operation that can endanger the Agbar Groupis credit, to control
the current contentious risk and the adaptation of the allowances for this risk; to control
the commercial regularity of the entire portfolio of companies; to supervise the proceedings
on business consolidation and, in general, any arrangement, agreement or clause that may
determine the intervention of the antitrust authorities; and to support the governing and
management bodies for the most adequate fulylment by them and by the Group of the rules
on transparency and corporate governance, on the basis of high self-demands for corporate
social responsibility.

Finally, we should mention that the businesses abroad receive local advice in relation to the
speciyc regulations and legislation affecting the business and the Group in each country.




GENERAL MEETING

E.1. Specify the quorums needed to constitute the general meeting that are
established in the Articles. Describe the differences with respect to the minimum
quorum regime foreseen in the Ley de Sociedades An-nimas (LSA).

The quorums to validly constitute the General Meeting of Shareholders of the Company
are those established in the Ley de Sociedades An-nimas. There is no additional quorum
to constitute a meeting, except those established by this Ley de Sociedades An-nimas for
special cases. Therefore, the quorums to validly constitute the meetings are:

a) for ordinary issues:

- in the yrst call with the attendance of the shareholders, either in person or represented,
that hold at least 25% of the subscribed capital with voting rights;

- in the second call the meeting shall be validly constituted with whatever capital is repre-
sented.

b) for special issues related to the issuance of bonds, capital increase or reduction, cor-
porate transformation, merger or spin-off and, in general, any amendment to the Articles
of Association:

- in the yrst call with the attendance of the shareholders, either in person or represented,
that hold at least 50% of the subscribed capital with voting rights;

- in the second call, the attendance of the shareholders that represent 25% of the subs-
cribed capital with voting rights shall be sufycient.

E.2. Explain the method for the adoption of company resolutions. Describe the
differences with the regime foreseen in the LSA.

The voting quorums to adopt resolutions are those established in the Ley de Sociedades
An-nimas. There are no additional quorums to adopt resolutions, except those established
by this Ley de Sociedades An-nimas for special cases.

The majority to adopt resolutions is a simple majority of the capital with voting rights, in
person or represented in the Meeting, except in the special cases mentioned in section
b), in which, when in the second call shareholders that represent less than 50% of the
subscribed capital with voting rights attend this meeting, the resolutions on these issues
can only be validly adopted with the favourable vote of 2/3 of the capital present or re-
presented in the Meeting.

There is no maximum number of votes that each shareholder may cast. Each share gives
the right to one vote.

E.3. Specify the shareholdersi rights regarding the general meetings, different
from those established in the LSA.

According to the Articles of Association, the shareholders who may attend the General
Meeting are those who, individually or together with others, are holders of a minimum of
three hundred shares, that are recorded in the Registers of the Sociedad de Gesti-n de los
Sistemas de Registro, Compensaci-n y Liquidaci-n de Valores or any organization which
replaces it, and of the organizations participating in these systems, yve days before the
Meeting is held.



E.4. Specify, if appropriate, the measures taken to promote the participation of
shareholders in the general meetings.

As established in Section 32.4 of the Regulations of the Board:

fiThe Board of Directors shall promote stockholdersi informed participation in the General
Meetings and shall adopt as many measures as may be appropriate to help the General Sha-
reholdersi Meeting to actually exercise its functions pursuant to the Law and the Articles of
Association.

Particularly, the Board of Directors shall adopt the following measures:

a) it shall try to make available for the stockholders before the meeting all information

that may be legally required and all the information that is not so, may be interestingly and
reasonably provided;

b) it shall see to the information requests made by the stockholders before the Meeting with
the greatest diligence;

¢) it shall answer the questions made by the stockholders on the occasion of the Meeting with
equal diligence; and,

d) it shall make sure that the issues proposed at the Meeting be voted in an orderly and sepa-
rate way, allowing stockholders to express their opinion about each question put to vote.0

E.5. Specify whether the position of chairman of the general meeting coincides
with the position of chairman of the board of directors. Describe, if appropriate, the
measures taken to guarantee the independence and correct operation of the general
meetings:

YES X NO

Describe the measures

Pursuant to the Regulations of the Meeting, it is foreseen that the shareholders who leave before voting takes
place, can inform of their absence so that their vote is not counted in the items of the agenda still to be voted.
In order to maintain the deliberating nature of the Meeting, in order to exercise the voting right, the
shareholder must attend the General Meeting, either in person or by representation. Thus, any proposal

not included in the agenda that is put to vote shall be voted by the shareholders, with knowledge of the
development of the debate.

E.6. Specify, if appropriate, the amendments introduced during the ynancial year in
the regulations of the general meeting.

In 2005, no amendments were made to the Regulations of the Meeting, which was proposed
by the Board to the Meeting of Shareholders and approved by the latter in the meeting held on
21 May 2004. The text is the one notiyed to the Spanish Stock Exchange Commission (CNMV),
registered with the Companies Registry and can be viewed on the website of Sociedad Gene-
ral de Aguas de Barcelona, S.A., in the banner filnformation for shareholders and investorso,
Corporate Governance.




E.7. Specify the attendance data in the general meetings held in the ynancial year
to which this report refers:

Attendance data

Date of General %o of physical % in %o of distance

O,
Meeting presence representation vote TEIE] 00

20-05-2005 8.624 53.841 0.000 62

E.8. Describe briepy the resolutions adopted in the general meetings held in the
ynancial year to which this report refers and the percentage of votes with which
each resolution was adopted.

In the Ordinary General Meeting of Shareholders of Sociedad General de Aguas de Bar-
celona, S.A., held on 20 May 2005, in the Palau de la M%sica Catalana (and within this, in
the Petit Palau), Calle Sant Pere M®s Alt s/n. in Barcelona, in yrst call, attended by 1,217
shareholders, the holders of 91,837,324 shares, representing 62.465% of the share capi-
tal, and therefore of the voting rights, 233 shareholders holding 12,679,121 shares being
present, that is 8.624% of the share capital, and 994 shareholders represented, holding
79,158,203 shares, that is 53.841% of the share capital, the following resolutions were
adopted:

1.- To approve the annual statements including the individual and consolidated balance,
proyt and loss account and report corresponding to the year 2004 and the respective
management reports, veriyed together with the individual and consolidated management
reports by the companyis account auditors and to approve the management by the Board
of Directors, the Chairmanship and the Management of the company. The individual annual
statement and management report are printed on the back of 52 sheets of ofycial-headed
paper, class 8, numbered between OH3312015 and OH3312066, both included, and on the
back of a sheet of ofycial-headed paper, same class 8, numbered OH3312067. The con-
solidated annual statements and their respective management report can be read on the
back of 67 sheets of ofycial-headed paper, class 8, numbered OH3342210 to OH3342276,
both included, and on the back of a sheet of ofycial-headed paper, same class 8, numbered
OH3342277 and have been veriyed by the auditing company Deloitte, S.L.

2.- To approve the proposal for application of the proyts for 2004 formulated by the Board
of Directors for the following terms, and to authorise the Board of Directors to determine
the deadline and form of payment for the supplementary dividend:

Net proyt 2004 U 169,681,633.49
Legal reserve U 230,866.40
Paid out interim dividend 0 23,290,583.52
Supplementary dividend U 36,100,404.46
Voluntary reserve 0 110,059,779.11

3.- To ratify as a member of the Board the company Nueva Compaf??a de Inversiones, S.A.
with CIF (yscal identiycation code) A-781437506 and address in Paseo de la Castellana 40,
28046 Madrid, inscribed at Madrid Companies Register in Volume 7403, General, 6376 of
section 3 in the Book of Companies, sheet 9, page number 73608, which was appointed
by the Board of Directors on November 12 2004 to yll the vacancy caused by the resigna-
tion of Torreal, S.A. The latter had been appointed by the Board of Directors on June 18,



2004 to yll the vacancy caused by the resignation of Mr Rafael Miranda Robredo. The new
appointment will expire on May 24, 2007, which was the period left by the member of the
Board whose resignation caused the yrst appointment by cooption.

To set in 14 the number of members of the Board of Directors.

4.- To re-elect as the companyis account auditors for the individual and consolidated sta-
tements and for a period of a year, i.e. for the year 2006, the company Deloitte, S.L.

5.- To broaden the list of entities or people to whom, according to section F of the agree-
ment on capital increase adopted through item 8 of the agenda of the General Meeting of
Shareholders of May 25, 2001 (with the purpose of covering the company for the Option
Plan of May 2001 approved in favour of the employees of the Groupis Spanish companies),
certain faculties were granted in relation to such section, so that they can be performed
with indistinct character not only by the Board of Directors and the Executive Commission,
but also by the Chairman and any of the members of the Board of Directors.

6.- To authorise the Board of Directors so that it can, whether by itself or through its dele-
gates or attorneys, directly in the name of the company or indirectly through a dominated
company, buy derivately shares of the company under the form of purchase or exchange
or any other form permitted by law, up to a maximum amount of 7,351,023 shares at a
price or value not exceeding in more than 15% nor less than 15% the closing price of the
day before. This authorisation will be valid for a maximum period of 18 months starting
at the adoption of this agreement, with the remaining requirements in Section 75 of the
Company Law and will cease effect in the areas not used of the authorisation granted on
this matter by the General Meeting of Shareholders on May 21, 2004.

Nevertheless, with regard to the purchase of shares issued according to the capital increase
agreed upon on May 25, 2001, in order to cover the company for the Option Plan of May
2001 (regardless of whether they remain redeemable) in the purchase according to the
right of option granted by the subscribing company (to be given to the employeesd®pur-
chase which is expressly authorised®or remaining with regard to the options still current),
the purchasing price for which the company can buy these shares will be the one agreed
upon in the option, which is the issuing price, regardless of whether it exceeds the 15%
margins explained in the previous paragraph.

7.- To authorise the Board of Directors to carry out the agreements adopted, with power
to repair, complement, execute, develop and substitute granted by the Chairman or any
other member of the Board, authorising especially the Chairman and the Secretary so that
any of them without distinction can legalise in a public document the agreements which
can be registered, signing to that effect any public or private documents, even those of a
repairing, rectifying, complementing or clarifying nature, which may be necessary to com-
plete their registration at the Companies Register.

The result of the vote on the above-mentioned resolutions was as follows:

Resolution 1: 91,759,346 votes for; 77,978 shares withdrawn before the vote.
Resolution 2: 91,759,346 votes for; 77,978 shares withdrawn before the vote.
Resolution 3: 91,759,346 votes for; 77,978 shares withdrawn before the vote.
Resolution 4: 91,759,346 votes for; 77,978 shares withdrawn before the vote.
Resolution 5: 91,759,008 votes for; 338 votes against; 77,978 shares withdrawn before
the vote.

- Resolution 6: 91,759,346 votes for; 77,978 shares withdrawn before the vote.

- Resolution 7: 91,759,346 votes for; 77.978 shares withdrawn before the vote.




E.9. Specity, if appropriate, the number of shares needed to attend the General
Meeting and whether there is any statutory restriction in this respect.

According to Section 15 of the Articles of Association, the shareholders who may attend the
General Meeting are those who, individually or jointly with others, are holders of at least three
hundred (300) shares, and have them recorded in the Registries of the Sociedad de Gesti-n
de los Sistemas de Registro, Compensaci-n y Liquidaci-n de Valores or the organization which
replaces it, and the bodies participating in these systems, yve days prior to the date on which
the Meeting shall be held.

E.10. Specify and justify the policies followed by the company regarding delegations
of vote in the general meeting.

According to Section 16 of the Articles of Association, and Section 9 of the Regulations of the
General Meeting of Shareholders, any shareholder who has the right of attendance can be repre-
sented in the General Meeting by another person, even if not a shareholder. The representation
must be granted in writing or by means of distance communication that duly guarantees the
identity of the individual, and especially for the purposes of each Meeting, irrespective of the
provisions of Article 108 of the Revised Text of the Ley de Sociedades An-nimas. Otherwise,
the legal provisions regarding this subject matter shall be observed. In any event, the repre-
sentative must provide the attendance card issued in the name of the shareholder.

Representation is always revocable. Personal attendance at the General Meeting by the person
represented shall result in such revocation.

Pursuant to Section 9 of the Regulations of the General Meeting of Shareholders and Section
32.3 of the Regulations of the Board of Directors, the public requests for delegation of vote
made by the Board of Directors or by any of its members must specify in detail the sense in
which the representative is to vote in the event the shareholder does not give instructions.
The vote delegated by virtue of this public request may not be exercised in the items of the
agenda in which there is a conpict of interest pursuant to the provisions of Article 114 of the
Ley del Mercado de Valores.

E.11. Specify whether the company knows the policy of the institutional investors of
participating or not in the decisions of the company:

YES NO X

Describe the policy

E.12. Specify the address and way of accessing the content regarding corporate
governance on your website.

The contents that must be obligatorily published by Law 26/2003, of 17 July, regarding trans-
parency of listed Public Limited Companies, set forth in Order ECO/3722/2003, of 26 Decem-
ber, and those required by Circular 1/2004, of 17 March of the CNMV regarding the Corporate
Governance Annual Report of listed public limited companies, can be directly accessed at the
following addresses: www.agbar.es and www.agbar.com.



DEGREE OF IMPLEMENTATION OF THE
CORPORATE GOVERNANCE RECOMMENDATIONS

Specify the degree of fulylment of the existing corporate governance recommendatio-
ns by the company, or, if applicable, the non-fulylment of these recommendations.

If any of them are not fulylled, explain the recommendations, rules, practices or
criteria applied by the company.

As the single document referred to in ORDER ECO/3722/2003, of 26 December, has
not been drafted, the recommendations included in the Olivencia Report and the
Aldama Report must be taken as a reference to complete this section.

Since the Spanish Stock Exchange Commission (CNMV) has not yet approved a single document
on corporate governance with the existing recommendations, this section follows the index of
recommendations that appears in the iiCode of Good Governance of the Special Commission
for the study of a Code of Ethics of Corporate Boards of Directorso (Olivencia Report) of 26
February 1998. As far as possible, within each of them, the recommendations of the fiReport of
the Special Commission for the Encouragement of Transparency and Security in the Financial
Markets and listed companieso (Aldama Report) of 8 January 2003 shall be included.

Recommendation 1

fiThat the Board of Directors should expressly accept as the core of its mission the general
function of supervision, fulyl the responsibilities involved without delegating them, and esta-
blish a formal catalogue of the issues reserved for its knowledge.o

This recommendation is partially followed, as the Board of Directors takes on the supervision
function, but has delegated with a general nature all the powers that can be delegated to the
Executive Commission and to the Executive Chairman, without establishing a formal catalogue
of reserved duties, except for those reserved by the laws in force.

Recommendation 2

fiThat the Board of Directors should be composed of a reasonable number of independent
Directors, who are people of professional prestige not linked to the executive team and the
signiycant shareholders.o

This recommendation is followed. Two of the members of the Board of Directors are Indepen-
dent Directors. In the meeting of the Board of Directors held on 18 June 2004, it was agreed
that the Directors Mr Feliciano Fuster Jaume and Mr Juan Rosell Lastortras would remain in
their positions, as Independent Directors, since they have no link with signiycant shareholders,
have accredited professional positions and broad professional experience.

Recommendation 3

fiThat in the composition of the Board of Directors, the External Directors (Proprietary and
Independent) should be a large majority over the Executive Directors and that the proportion
between proprietary and Independent Directors should be established taking into account the
relationship existing between the capital made up of signiycant packages and the rest.0

This recommendation was updated by the Aldama Report, in so far as there should be a large
majority of External Directors and, within this group, a very signiycant participation of Inde-
pendent Directors, taking into account the shareholding structure of the Company and the
capital represented on the Board.

This recommendation is partially followed as the External Directors are a large majority over
the Executive Directors, and there are two Independent Directors, although the relationship
between the capital integrated by signiycant packages and the rest is not maintained.o




Recommendation 4

fiThat the Board of Directors should adjust its size so as to achieve a more efycient and
participative operation. In principle, the appropriate size could range from yve to yfteen
members.o

This recommendation is followed as the number of Directors is fourteen.

Recommendation 5

fiThat, if the Board chooses the formula of accumulation of the position of senior executive
of the company in the position of Chairman, it should adopt the necessary precautions to
reduce the risks of concentration of power in a single person.o

This recommendation is followed to the extent that, according to the Regulations of the
Board, the Executive Chairman cannot form part of the Audit and Control Commission or of
the Appointment and Remuneration Commission, since the members of these Commissions
must be External Directors.

Recommendation 6

fiThat the Secretary of the Board should be given more importance, strengthening their in-
dependence and stability and highlighting their duty of protecting the formal and material
legality of the Boardis actions.0

This recommendation is followed.

Recommendation 7

fiThat the composition of the Executive Commission, if any, should repect the same balance
that the Board maintains between the different classes of Director, and that the relationships
between these bodies should be inspired by the principle of transparency, so that the Board
has full knowledge of the issues discussed and the decisions taken by the Commission.o

This recommendation is basically followed, although the composition of the Executive Com-
mission, since it is comprised by a smaller number of members, does not maintain the same
proportion as the Board, but there is a balance between the different classes of Director. The
Board knows the basic issues discussed by the Executive Commission, although its knowledge
is not exhaustive of all issues and of all points.

Recommendation 8

fiThat the Board of Directors should establish from among its members control delegate
Commissions, exclusively made up of External Directors, for accounting information and
control (Audit); selection of Directors and senior managers (Appointment); remuneration
policy determination and review (Remuneration); and governance system assessment (Com-
pliance) .0

This recommendation is followed.

Recommendation 9

fiThat the necessary measures should be taken to ensure that the Directors have, sufyciently
in advance, adequate information, speciycally prepared and oriented to prepare the Board
meetings, without being able to exempt from its application the importance or conydential
nature of this information, except in exceptional circumstances.0



This recommendation is followed. A dossier with information on all the issues to be discussed
by the Board is prepared. This dossier is delivered to the Directors before the Board meeting
and earlier if any of the Directors so requests or if there is a specially complex issue.0

Recommendation 10

fiThat, to ensure the adequate operation of the Board, its meetings should be held with the
necessary frequency so as to accomplish its mission; that the Chairman should encourage the
participation and the free adoption of positions by all the Directors; that special attention should
be paid to the drafting of the minutes, and that the quality and efyciency of its tasks should be
assessed, at least annually.0

This recommendation is partially followed. There is no annual assessment of the quality and
efyciency of the tasks of the Board of Directors.

Recommendation 11

fiThat the intervention of the Board in the selection and re-election of its members should be
subject to a formal and transparent procedure, starting from a reasonable proposal by the Appo-
intment Commission.o

This recommendation is followed.

Recommendation 12
fiThat the companies should include in their regulations the obligation of the Directors to resign in cases
that may negatively affect the operation of the Board or the credit and reputation of the Company.o

This recommendation is followed.

Recommendation 13

iThat an age limit should be established to hold the position of Director, which could be from
sixty-yve to seventy years old for the Executive Directors and the Chairman, and somewhat more
pexible for the other members.0

In this respect, the Aldama Report has revised the criterion of the Olivencia Report and does not
establish an age limit, only specifying that the Company which adopts a policy in this respect
must clearly establish this in its internal regulations.

This recommendation is not followed. The Regulations of the Board do not set any age limit to
be appointed Director, or to hold this position.

Recommendation 14

fiThat the right of each Director to gather and obtain the information and advice necessary to fulyl
their supervisory functions should be formally recognized, and that the appropriate means to exerci-
se this right should be established, even resorting to external experts in special circumstances.o

This recommendation is followed.

Recommendation 15

fiThat the Directorsi remuneration policy, the proposal, assessment and review of which must be
attributed to the Remuneration Commission, should be adjusted to criteria of moderation, rela-
tionship with company performance and detailed and individualized information.o

This recommendation is partially followed as far as moderation criterion and relationship with
company performance are concerned.




Recommendation 16

fiThat the internal regulations of the Company should detail the obligations that arise from the
general duties of diligence and loyalty of the Directors, including, in particular, situations of con-
pict of interest, the duty of conydentiality, taking advantage of business opportunities and the
use of corporate assets.0

This recommendation is followed.

Recommendation 17

fiThat the Board of Directors should promote the adoption of the appropriate measures to ex-
tend the duties of loyalty to the signiycant shareholders, establishing, especially, precautions
for the transactions between the latter and the Company.o

This recommendation is followed.

Recommendation 18

fiThat measures aimed at rendering the vote delegation mechanism more transparent and fos-
tering communication between the Company and its shareholders, particularly its institutional
investors, should be adopted.o

This recommendation is followed.

Recommendation 19

fiThat the Board of Directors, beyond the requirements imposed by the rules in force, should
be responsible for providing the markets with fast, accurate and reliable information, especially
when it refers to the shareholding structure, to substantial modiycations of the governance
rules, to especially important related operations or to the treasury stock.0

This recommendation is followed.

Recommendation 20

fiThat all the periodical ynancial information that, in addition to the annual information, is offered
to the markets, should be prepared pursuant to the same professional principles and practices
as the annual accounts, and be veriyed by the Audit Commission before it is released.0

This recommendation is followed.

Recommendation 21

fiThat the Board of Directors and the Audit Commission should oversee the situations that may
imply a risk for the independence of the external auditors of the Company and, in particular,
should verify the percentage that the fees paid for all the items represent out of the total
income of the auditing yrm, and that those corresponding to professional services other than
audit services should be publicly reported.o

This recommendation is followed. The corresponding professional services other than audit
services are publicly reported in the Annual Accounts and in this Corporate Governance Annual
Report.

Recommendation 22

fiThat the Board of Directors should seek to prevent the accounts it prepares from being sub-
mitted to the General Meeting with reservations and qualiycations in the audit report, and
that, when this is not possible, both the Board and the auditors should clearly explain to the
shareholders and the markets the content and scope of the differences.o

This recommendation is followed.



OTHER INFORMATION OF INTEREST

If you consider that there is any important principle or aspect related to the corporate
governance practices applied by the company, which has not been included in this
Report, specify and explain its content below.

Within this section, any other information, clariycation or explanation regarding the
previous sections of the report can be included, to the extent they are relevant and
not repetitive.

In particular, specify whether the company is subject to a legislation other than
Spanish legislation as regards corporate governance, and, if appropriate, include
the information that it is obliged to supply and that is different from that required
in this report.

REGARDING SECTION A.1.

On 7 March 2006, a public deed to amend Section 6 of the Articles of Association was execu-
ted, by means of which 307,877 type B redeemable shares are converted into 307,877 type
A common shares, as a result of the exercising of options by beneyciaries of the Option Plan,
May 2001. Following this conversion, which is already registered, the capital is represented
by 147,904,769 common shares, which constitute type A, and 584,442 redeemable shares,
which constitute type B.

REGARDING SECTION A.2.

To complete the section on the number of direct and indirect shares, the attendance data of
the Ordinary General Meeting of Shareholders of May 2005 were taken into account, as was
the information which appears in the list of subscribers prepared by the Barcelona Stock Ex-
change in relation to the capital increase of Sociedad General de Aguas de Barcelona, S.A. of
November 2005.

The result of % over total share capital is the result of a rounding-up carried out, in some
cases, by the computer program.

REGARDING SECTION A.5.

Sociedad General de Aguas de Barcelona, S.A. and the Suez Group maintain various relatio-
nships, jointly participating as shareholders directly or indirectly, according to the data that
the Company has, in:

- Aguas Argentinas, S.A., a company that is in charge of the water supply in the City of Buenos
Aires (Argentina) and its surrounding area, and the sewage treatment.

At 31 December 2005, Sociedad General de Aguas de Barcelona, S.A. has a 25.01% direct
stake, and Suez S.A. also has a 39.93% direct stake.

On 23 March 2006 Sociedad General de Aguas de Barcelona, S.A. notiyed, as an important
event, the Spanish Stock Exchange Commission of the Argentine government decision to
terminate the contract for the concession of the drinking water and sanitation service for the
city of Buenos Aires. The Agbar Groupis consolidated ynancial statements will not be affected
by this situation, as the allowances which appear on the Groupis consolidated balance sheet
were created to take into account this possibility, among others.

- Aguas Provinciales de Santa Fe, S.A., a company that is in charge of the drinking water supply
to several cities in the province of Santa Fe (Argentina), and the sewage treatment.

At 31 December 2005, Sociedad General de Aguas de Barcelona, S.A. has a 10.89% direct
stake and a Company of the Agbar Group, Interagua Servicios Integrales del Agua, S.A., sole-
shareholder company, has a 14.92% stake, and Suez, S.A. has a 51.69% stake.

- Aguas Cordobesas, S.A., a company that distributes drinking water in the city of C-rdoba
(Argentina).

At 31 December 2005, Sociedad General de Aguas de Barcelona, S.A. has a 17.21% direct
stake, and SUEZ, S.A. also has a 39.27% direct stake.




- Aguas Andinas, S.A., in charge of the supply and sewer system of the city of Santiago de
Chile and its surrounding area.

At 31 December 2005, Sociedad General de Aguas de Barcelona, S.A. has a 28.98% indirect
stake in Aguas Andinas, S.A. During the year 2005, there was a process for the placement of
up to 49.9% of the share capital of Inversiones Aguas Metropolitanas, S.A. (filAM0). In this
process, 10% of the shares of IAM were placed on the Chilean market, and 33.4% on the inter-
national market. From among these percentages, 23.5% corresponds to the Agbar Group, which
maintains a 56.6% stake in IAM. IAM owns 51.2% of the shares of Aguas Andinas, S.A.

In turn, Agbarex, S.L., sole-shareholder company, 100% subsidiary of Sociedad General de
Aguas de Barcelona, S.A., has a 0.2% stake in the capital of Suez, S.A.

Sociedad General de Aguas de Barcelona, S.A. has ynancial relationships with Caixa dEEstalvis
i Pensions de Barcelona fila Caixad (which, although not a signiycant shareholder, has a 49%
stake in the share capital of Hisusa Holding de Infraestructuras y Servicios Urbanos, S.A.)
characteristic of usual commercial transactions. These transactions are mentioned in the Note
related to section C of this report.

REGARDING SECTION A.6.

The Company does not know of the existence of any shareholdersi agreements among its
shareholders. As regards the shareholders of Hisusa Holding de Infraestructuras y Servicios
Urbanos, S.A., it is aware of an agreement by virtue of which the Board of this company shall
have parity, that is to say that it shall be composed of the same number of members desig-
nated at the proposal of Suez and at the proposal of Caixa dEEstalvis i Pensions de Barcelona.
Pursuant to transitional provision three of Law 26/2003 of 17 July, the members of this com-
pany have a 3-year term starting from 19 July 2003, to notify those agreements that they
may have signed before 19 July 2003, except in the case of a public offering for the purchase
of shares of Sociedad General de Aguas de Barcelona, S.A., in which case these agreements
must be immediately notiyed, registered and published.

Therefore, there is no individual or legal entity that controls the issuer either directly or indi-
rectly.

REGARDING SECTION A.8.

Pursuant to Royal Decree 377/1991, there has not been any signiycant variation.

During the year 2005, some non-signiycant purchase and sale of own share transactions were
carried out in connection with the operation of the Option Plan, May 2001, coinciding with the
number of options exercised by the beneyciaries of the aforementioned May Plan.

The proyts obtained through these transactions amount to 2,759,000 euros.

At 31 December 2005, there are no treasury stock shares.

REGARDING SECTION B.1.2.

The number of Directors is fourteen (14), as established by the General Meeting of Sharehol-
ders held on 20 May 2005.

At 31 January 2006, a vacancy occurred on the Board of Directors.

The Board of Directors of the Company, in its meeting of 31 January 2006, at the proposal of
the Appointment and Remuneration Commission, unanimously adopted the following resolu-
tions, among others:

- to accept the resignation from the positions of Chairman and Director as formulated by Mr
Ricardo Fornesa Rib-.

- to appoint as Chairman of the Board Mr Jorge Mercader Mir-, to whom all the powers of the
Board were delegated, except those which cannot be delegated by virtue of the law or the
articles of association. Until then Mr Mercader held the position of 2" Vice- chairman.

- to appoint Mr Jorge Mercader Mir- as Chairman of the Executive Commission.

- to appoint Mr Manuel Ravent-s Negra as 2™ Vice-chairman of the Board and member of the
Executive Commission.

- to appoint Mr Ricardo Fornesa Rib- as Honorary Chairman.



REGARDING SECTION B.1.10.
These contracts were approved by the Executive Commission, with a prior report by the Appo-
intment and Remuneration Commission, and the Board of Directors has been informed.

REGARDING SECTION B.1.12.

Administrative or management positions of members of the Board of Directors of Sociedad
General de Aguas de Barcelona, S.A. in fila Caixad have not been included, as it does not have
a signiycant stake.

REGARDING SECTION B.1.13.

In the meeting of the Board of Directors of Sociedad General de Aguas de Barcelona, S.A. of
31 January 2006, it was agreed to amend the Regulations of the Board, with the inclusion of
an Additional Provision: Honorary Chairman. This amendment has been notiyed to the CNMV
and registered with the Companies Registry.

REGARDING SECTION B.1.31.
The percentages of Mr Juan Rosell Lastortrasis stake in Airat, S.A. and in Master S.A. de In-
genier?a are indirect.

The percentage of the stake of Nueva Compaf2a de Inversiones, S.A. in Sacyr Vallehermoso,
S.A. is indirect.

REGARDING SECTION B.2.2.

During the ynancial year 2005, the following variation took place in the composition of the
Appointment and Remuneration Commission:

- In the meeting of the Board of Directors held on 18 November 2005 it was agreed, among
other resolutions, to leave a record of the resignation of the member of the Appointment and
Remuneration Commission, submitted by Mr. Jordi Mercader Mir-, and to appoint Mr Manuel
Ravent-s Negra as a member of the Appointment and Remuneration Commission.

- The following variation in the composition of the Executive Commission took place in the yrst
few months of 2006:

The Board of Directors of the company, in its meeting of 31 January 2006, adopted, among
others, the following resolutions: to accept the resignation from the positions of Chairman and
Director tendered by Mr Ricardo Fornesa Rib-; to appoint Mr Jorge Mercader Mir- as Chairman
of the Executive Commission, and to appoint Mr Manuel Ravent-s Negra as a member of the
Executive Commission.

REGARDING SECTION C.1.
The operations carried out with signiycant shareholders during the ynancial year 2005 are
characteristic of ordinary operations and were carried out under normal market conditions.

TRANSACTIONS CARRIED OUT WITH THE SUEZ GROUP

During the ynancial year 2005, the Suez Group invoiced some 1,151,000 euros to Sociedad
General de Aguas de Barcelona, S.A. for technical assistance to the Chilean company Inversio-
nes Aguas Metropolitanas S.A. (formerly Ltda.) in which they had joint stakes until November
2005.

In November 2005, the Agbar Group and the Suez Group, as shareholders of the Chilean com-
pany Inversiones Aguas Metropolitanas, S.A. (hereinafter IAM) which owns, in turn, 51.2%
of Aguas Andinas, S.A., concluded a placement process relating to 49.9% of IAM. 10% of the
shares of 1AM were placed in the Chilean market and 33.4% in the international market. Of
these percentages, 23.5% corresponds to the Agbar Group, which maintains a 56.6% stake
in IAM.




TRANSACTIONS CARRIED OUT WITH THE ALA CAIXA0 GROUP

La Caixa is a minority shareholder of Hisusa Holding de Infraestructuras y Servicios Urbanos,
S.A.

Financing transactions:

At a consolidated level, the amount of loans granted to the Agbar Group at 31 December 2005
amounts to 82.2 million euros, and most of them have a long-term maturity.

During the ynancial year 2005, credit lines have been renewed. Therefore, at 31 December
their total limit is 273.7 million euros, of which 45.3 million were being used at this date. Most
of these lines mature in 2007.

There are discount lines for 30 million euros, fully used.

At 31 December, the guarantees granted amount to 111.9 million euros, with an available
amount in lines of 60.9 million euros.

The interest rate hedging existing amounts to 219.2 million euros, of which 16.2 mature in
2008 and 203 mature in 20009.

The hedging existing in foreign currency amounts to 20.1 million euros and matures in 2007
fila Caixao is a dealer of the EMTN (Euro Medium Term Notes) programme.

fila Caixao is one of the main entities as regards the operations related to the collections and
payments of the Agbar Group.

May 2001 Plan

There is an agreement for the underwriting of shares and purchase option dated 20 July 2001
entered into by Sociedad General de Aguas de Barcelona, S.A., Caixa dEEstalvis i Pensions de
Barcelona fila Caixao and Invercaixa Valores S.V.B., S.A., as regards the underwriting of type
B redeemable shares, which Sociedad General de Aguas de Barcelona, S.A. agreed to issue in
its Ordinary General Meeting of Shareholders of 25 May 2001, in order to ynancially hedge the
fi0ption Plan, May 200106, approved in this Meeting. This agreement has a swap clause.

fila Caixao is the Payment Agent in the Option Plan for employees fiOption Plan, May 20010¢.

Agbar Tower

On 25 November 2004, Sociedad General de Aguas de Barcelona, S.A. entered into a sublease
agreement with Layetana Inmuebles, S.A. (sole-shareholder company) regarding the building
called fiAgbar Towero located at Avenida Diagonal, numbers 197 to 211, in Barcelona. The ow-
ner of the building is Caixa dEEstalvis i Pensions de Barcelona fila Caixad, which in turn has a
ynancial leasing agreement with Layetana de Inmuebles, S.L. (sole-shareholder company).

Pensions

Sociedad General de Aguas de Barcelona, S.A., on the basis of the regulations in force, has its
pension commitments outsourced by means of a Pension Plan and complementary insurance
policies, whose Managing Entity, in charge of the administration and management under the
supervision of the Control Commission, is the company Vidacaixa, S.A., de Seguros y Rease-
guros, which is also the Depositary Entity of the fila Caixad Fund.

The contributions made by the Company to fulyl the commitments during the ynancial year
2005 amount to 13,970,000 euros.

Moreover, at 31 December 2005, the amount appearing in the Pension Plan as consolidated
rights of the participating parties amounts to 62,170,000 euros, the mathematic provisions of
the insurance policies contracted by the Pension Plan to guarantee the payment of the incomes
to the beneyciaries and the retirement premium, the latter outsourced during the ynancial year
2005, amount to 139,224,000 and 3,664,000 euros, respectively, and the sum of the mathe-
matic provisions of the complementary insurance policies contracted by the Company amounts
to 15,551,000 euros for the working personnel and 3,464,000 euros for the beneyciaries.



Other operations

The invoicing by Compaf?a de Seguros Adeslas, S.A., a company in which Sociedad General
de Aguas de Barcelona, S.A. has a 54.8% stake, to fila Caixao for the insurance premiums for
its employees in the year 2005 amounted to 8,321,000 euros.

The EMTE Group, headed by Emte, S.A., a company in which Sociedad General de Aguas de
Barcelona, S.A. has a 50% stake, acquired from Servihabitat XXI, a company belonging to the
fila Caixao group, the facility management activity for a sum of 750,000 euros.

REGARDING SECTION C.2.

The information on remuneration of Directors and Senior Managers is that included in sections
B.1.8 and B.1.9 of this report, which is not repeated in this section, in order to avoid repeti-
tions.

Within the framework of the fiOption Plan, May 20010, the Directors of Sociedad General de
Aguas de Barcelona, S.A. are beneyciaries of this plan, under the same conditions as a wide
range of beneyciaries, who are the employees that were on the payroll of Sociedad General
de Aguas de Barcelona, S.A. or of Spanish Companies included in the Agbar Group in May,
2001.

REGARDING SECTION C.3.

During the year 2005, no signiycant intragroup operations were carried out outside normal
market conditions. All the intragroup operations that involve an income and an expense or
accounts receivable and payable, as well as the results from these intragroup operations are
eliminated, pursuant to the consolidation regulations in force.

REGARDING SECTION E.7.

The attendance quorum in the General Meeting of Shareholders held on 20 May 2005, was
62.465%, as mentioned in section E.8. The total percentage included in section E.7. is the
result of rounding down carried out automatically by the computer program.







This corporate governance annual report was approved by the Board of Directors of
the Company, in its meeting held on 31-03-2006.

Specify the Directors who voted against or abstained in relation to the approval of
this Report.

The Directors Mr Bernard Guirkinger and Mr Jean-Pierre Hansen did not attend the meeting of
the Board of Directors which formulated the present Corporate Governance Annual Report.
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