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SECOND PARTY OPINION1 

ON THE SUSTAINABILITY OF AGUAS ANDINAS’ 

GREEN AND SOCIAL BOND 

April 8th, 2019 
 

SCOPE 

Vigeo Eiris was commissioned to provide an independent opinion (“Second Party Opinion”) on the sustainability 
credentials and management of the Green and Social Bond (the “Bond”) proposed to be issued by Aguas Andinas 
S.A. (“Aguas Andinas” or the “Issuer”). 

Our opinion is established according to our Environmental, Social and Governance (“ESG”) exclusive assessment 
methodology and to the International Capital Market Association’s Green Bond Principles and Social Bond 
Principles voluntary guidelines (together known as the “Principles”) edited in June 2018. 

Our opinion is based on the review of the following components:  

1) Issuer: we assessed the Issuer’s ESG performance, its management of potential stakeholder-related ESG 
controversies and its involvement in controversial activities2. 

2) Issuance: we have assessed the coherence between the Bond and the Issuer’s sustainability strategy, 
the contribution of the Bond to sustainability and its alignment with the Principles. 

Our sources of information are multichannel, combining public information, press content, stakeholder information, 
information from our ESG rating database; information  provided by the Issuer through documents and data, and 
from interviews with Aguas Andinas’ managers held at their offices and via a telecommunications system. 

We carried out our due diligence assessment from March 8th to April 8th, 2019. We consider that we could access 
all the appropriate documents and speak with all the interviewees we solicited. We consider that the information 
provided enables us to establish our opinion with a reasonable level of assurance on its completeness, precision 
and reliability. 

 

VIGEO EIRIS’ OPINION 

Vigeo Eiris considers that the Green and Social Bond considered to be issued by Aguas Andinas is 
aligned with the Green and Social Bond Principles voluntary guidelines (June 2018). 

Vigeo Eiris expresses a reasonable 3  assurance (our highest level of assurance) on the Bond’s 
contribution to sustainable development. 

1) Issuer (see Part I): 

 Aguas Andinas displays a good3 ESG performance. Since January 2018, Aguas Andinas ranks first in 
Vigeo Eiris’ “Waste & Water Utilities Emerging Market” sector which covers four companies. Aguas 
Andinas displays heterogeneous levels of performance on the three ESG pillars: it achieves a good 
performance for its Governance and Social pillars, while the Environmental pillar remains limited, 
although almost good. Vigeo Eiris’ assurance that ESG risk factors of Aguas Andinas are adequately 
managed is overall reasonable, including reputational, human capital, legal and operational risks 

 As of today, Aguas Andinas faces five controversies (related to the Corporate Governance and 
Business Behaviour domains). The frequency is considered occasional. The severity is considered 
significant based on the analysis of its impact on both the company and its stakeholders. Aguas Andinas’ 
capacity to respond is considered reactive: the company reports in a detailed way on its position 
regarding the five cases.  

 The Issuer is not involved in any of the 15 controversial activities analysed by our methodology2.  

                                                      
1 This opinion is to be considered as the “Second Party Opinion” described by the International Capital Market Association (www.icmagroup.org). 
2 The 15 controversial activities analysed by Vigeo Eiris are: Alcohol, Animal welfare, Chemicals of concern, Civilian firearms, Fossil Fuels industry, 

Coal, Tar sands and oil shale, Gambling, Genetic engineering, High interest rate lending, Military, Nuclear power, Pornography, Reproductive 
medicine, and Tobacco. 

3 Definition of Vigeo Eiris’ scales of assessment (as detailed in the Methodology section of this document): 

Level of Evaluation: Advanced, Good, Limited, Weak. 

Level of Assurance: Reasonable, Moderate, Weak. 

http://www.icmagroup.org/
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2) Issuance (see Part II): 

Aguas Andinas has formalized the main characteristics of its Green and Social Bond within a Green and 
Social Bond Framework (the “Framework”, dated April 8th 2019). The Issuer has committed to making this 

document publicly accessible on its website4 before the Bond issuance, in line with good market practices. 

We are of the opinion that the Bond contemplated by Aguas Andinas is coherent with the main environmental 
and social responsibility issues of its sector, as well as with the priorities and commitments in terms of 
sustainability of the Issuer; and that the Bond contributes to the realization of these commitments. 

 

Use of Proceeds:  

 The net proceeds of the Green and Social Bond will exclusively finance and refinance, in part or in full, 
a list of Eligible Projects already selected by the Issuer, that belong to three categories, namely: 
Drinking water supply, Resilient infrastructure and Sanitation. We consider that the categories and list 
of Eligible Projects have been clearly defined and formalized in the Framework.  

The target populations that will benefit from the Eligible Projects with social objectives have been clearly 
defined: general population of the Metropolitan Region, in particular sectors which have experienced a 
large demographic growth, and communities and areas far from the city centre.  

Eligible Projects are intended to contribute to five sustainability objectives: three environmental 
objectives (protection of water resources, and climate change mitigation and adaptation) and two social 
objectives (access to drinking water and sanitation). In general, these objectives are considered clearly 
defined and relevant.  

Eligible Projects will provide clear environmental and/or social benefits. The Issuer has established 
quantified targets for the expected environmental and/or social benefits (outcomes) of each of the 
Eligible Projects. The Issuer will assess and quantify the environmental and/or social impacts of the 
Eligible Projects one year after the issuance.  

In addition, Eligible Projects are likely to contribute to five United Nations Sustainable Development 
Goals (“UN SDGs”), namely: SDG 6. Clean Water and Sanitation, SDG 7. Affordable and Clean Energy, 
SDG 9. Industry, Innovation and Infrastructure, SDG 12. Responsible Production and Consumption, 
and SDG 13. Climate Action. 

The Issuer has transparently communicated that the estimated refinancing share will be between 40% 
and 50% of the proceeds of the Bond. The Eligible Projects’ look-back period will not exceed 24 months 
prior to the Bond’s issuance date, in line with best market practices. 

 

Process for Project Evaluation and Selection:  

 The governance and the process for the evaluation and selection of the Eligible Projects are considered 
transparent and relevant. They have been clearly defined and formalized in the Framework. 

The process is based on explicit eligibility criteria (selection), relevant to the environmental and social 
objectives of the Bond. 

The identification of the environmental and social risks associated with the Eligible Projects is 
considered good. The management of social risks and most environmental risks is considered good, 
except for the preservation of water sources which is considered limited but not critical. 

 

Management of Proceeds:  

 The rules established for the management of proceeds are clearly defined and will be verified. We 
consider that they would enable a transparent and documented allocation process. 

 

Reporting:  

 The reporting processes and commitments are good. The selected indicators fully cover the allocation 
of funds and the environmental and/or social benefits (outputs and impacts) of the Bond in a relevant 
manner. 

                                                      
4 http://www.aguasandinasinversionistas.cl /  
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The Issuer has committed to support its Green and Social Bond issuance with the following external reviews: 

- A pre-issuance consultant review: the hereby Second Party Opinion (“SPO”) delivered by Vigeo Eiris, 
covering all the features of the Bond, based on pre-issuance assessment and commitments. The Issuer 
has committed to publish the SPO Issuer on its website. 

- An external verification: performed by an independent third party, to annually verify that an amount equal 
to the net proceed of the Bond has been allocated to Eligible Projects, until full allocation, and on the 
environmental and/or social benefits indicators of the Bond until its maturity. 

 

This Second Party Opinion is valid for Aguas Andinas’ 2nd Green and Social Bond issuance, scheduled for April 2019.  

Paris, April 8th, 2019. 

 

 

 

 

 

 

Adriana Cruz Félix 

Sustainability Consultant 

 

 

 

 

Ana Colazo 

South America Sustainable 
Bonds Manager 

 

 

 

 

Muriel Caton 

Managing Director Sustainable 
Finance Strategy 
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DETAILED RESULTS 

Part I. ISSUER 

Aguas Andinas is the biggest water and sanitation services company in Chile. The company supplies drinking water, 
sewage and wastewater treatment services for more than 2 million clients (about 8 million people), and has 
operations in Metropolitan Region, Los Lagos Region and Los Rios Region. 

 

Level of ESG performance 

As of January 2018 (date of the last rating cycle), Aguas Andinas displays a good ESG performance, with 
heterogeneous levels of performance on the three ESG pillars: it achieves a good performance for its Governance 
and Social pillars, while the Environmental pillar remains limited, although almost good. 

Aguas Andinas ranks first in Vigeo Eiris’ “Waste & Water Utilities Emerging Market” sector which covers four 
companies. 

Domain Comments 
Level of 

performance 

Environment 

Aguas Andinas’ performance in the Environment domain is considered 
limited, although almost good. 

The company’s environmental strategy is good and covers all sector 
challenges, namely pollution prevention and industrial safety, protection of 
biodiversity, minimising environmental impacts from energy use, waste 
management, management of local pollution, management of atmospheric 
emissions not linked to energy consumption, water demand-side 
management, and protection of water resources. However, the company has 
only set quantitative reduction targets regarding its water efficiency and 
energy consumption. 

Aguas Andinas has set up advanced technological systems to detect 
leakages. Moreover, Aguas Andinas has allocated significant measures for 
pollution prevention and control such as annual audits, training for operators, 
emergency plans, and neutralisation systems. Also, the company has taken 
significant measures to encourage reducing water consumption for its 
customers which include: audits of large water users, campaigns to help 
behavioural changes, and tariff systems that encourage water savings. The 
company has implemented some measures to limit the impacts of its 
operations on biodiversity, such as the responsible management of 
vegetation surrounding its treatment plants, and actions to monitor and 
mitigate the impact of effluents on biodiversity. One of the company’s water 
treatment plant has an ISO 14001 certified environmental management 
system. Moreover, Aguas Andinas has set up biogas and cogeneration 
systems at its main wastewater treatment plants. The implementation of 
measures to protect water resources remains an area for improvement. 

Aguas Andinas shows mixed results when it comes to environmental 
indicators. Water leakages, emissions related to energy consumption and 
greenhouse gas emissions not related to energy consumption have 
decreased during the last three years; whereas the biochemical oxygen 
demand (BOD) and energy consumption have increased during the same 
period. 

Advanced 

Good 

Limited 

Weak 

Social 

Aguas Andinas’ performance on the Social pillar is considered good.  

Aguas Andinas obtains an advanced performance in the Human Rights 
domain. The company has published a formalised commitment towards non-
discrimination in its Code of Ethics and has set quantitative targets to 
increase the share of women in its workforce. Aguas Andinas has set up 
advanced measures to prevent discrimination and promote diversity, 
including the monitoring of salary disparities and the set-up of child care 
facilities. The share of women in management has increased in the last three 

Advanced 
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Domain Comments 
Level of 

performance 

years. Although the company fails to publish a commitment towards freedom 
of association and the right to collective bargaining, Aguas Andinas reports 
to commission external agencies to conduct audits on the respect of labour 
rights and to work with unions to prevent eventual violations to these rights. 

Aguas Andinas’ performance in the Community Involvement domain is 
advanced. The company has formalised its commitment to address water 
poverty in vulnerable populations and access to water in developing 
countries, and allocates significant measures to address both challenges, 
including dedicated human and financial resources, transfer of knowledge 
and technology, flexible tariff structures, among others.  

The company’s performance in Human Resources is good. The company 
displays general commitments to promote labour relations, responsibly 
manage reorganisations and promote career management; and a formalised 
commitment when it comes to improving health and safety conditions, 
together with quantitative targets to reduce the frequency and severity 
accident rates. The company reports significant measures to address all 
these challenges, including trainings leading to certifications and the set-up 
of variable remuneration based on health and safety targets. Although both 
frequency and severity accident rates have decreased during the past three 
years, the absenteeism rate has increased during this period. 

Finally, the company is committed to water safety and responsible 
relationship with customers, through its Code of Conduct, and has set up 
comprehensive measures to address both issues. In terms of results, the 
client satisfaction rate has improved over the past three years, but the 
number of clients affected by unplanned water cuts has increased during this 
period. 

Good 

Limited 

Weak 

Governance 

Aguas Andinas’ performance in the Governance pillar is considered good.  

The company’s performance in the Corporate Governance domain is good. 
Directors are elected every three years and the Board meets frequently, with 
an average attendance rate of 98% last year. The main ESG challenges 
relevant to the sector are discussed at Board meetings and Directors receive 
regular training including these topics. However, the Board’s level of 
independency is low (28%) and its diversity is partial, no women is part of 
the Board. Moreover, the company has not set up any Nomination 
Committee. On the other hand, the Audit Committee is composed by a 
majority of independent Directors, its role is comprehensive, and the 
company has implemented strong processes to manage ESG risks. Although 
Aguas Andinas respects the “one share-one vote” principle, restrictions to 
shareholder rights have been identified, when it comes to submit proposals 
to AGM and to call for an EGM. Finally, Aguas Andinas lacks transparency 
on executive remuneration. 

Aguas Andinas’ performance in the Business Behaviour domain is good. The 
company commits to prevent corruption and anti-competitive practices in its 
Code of Ethics. The company has implemented internal and external controls 
including a whistle-blowing system, but most of these measures do not 
appear to be extended to suppliers. Although Aguas Andinas commits to 
responsible lobbying practices in its Interaction Procedure with Public 
Officials and Lobby, related measures implemented remain limited and the 
company does not disclose its budget dedicated to lobbying practices. 

Advanced 

Good 

Limited 

Weak 
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Management of stakeholder-related ESG controversies 

As of today, Aguas Andinas faces five controversies, related to two domains analysed by Vigeo Eiris: 

- Business Behaviour, in the criteria of “Responsible Customer Relations” and “Water Safety”. 

- Corporate Governance, in the criteria of “Audit and Internal Controls”. 

Frequency: The frequency of the cases is considered occasional (scale: isolated, occasional, frequent, persistent) 
in line with the sector average. 

Severity: The severity of the identified cases is considered significant (scale: minor, significant, high, critical) based 
on the analysis of its impact on both the company and its stakeholders, below the sector average.  

Responsiveness: Aguas Andinas is considered overall reactive (scale: proactive, remediative, reactive, non-
communicative), in line with the sector average: the company communicates in a detailed way on its position in 
relation to the five controversies. 

 

Involvement in controversial activities 

Aguas Andinas is not involved in any of the 15 controversial activities screened under Vigeo Eiris methodology, 
namely: Alcohol, Animal welfare, Chemicals of concern, Civilian firearms, Fossil Fuels industry, Coal, Tar sands 
and oil shale, Gambling, Genetic engineering, High interest rate lending, Military, Nuclear Power, Pornography, 
Reproductive Medicine, and Tobacco. 

The controversial activities research provides screening on companies to identify involvement in business activities 
that are subject to philosophical or moral beliefs. The information does not suggest any approval or disapproval on 
their content from Vigeo Eiris. 
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Part II. ISSUANCE 

Coherence of the issuance 

Context: The water utilities sector plays an important role in the transition to sustainable development. 
Companies in the sector can positively contribute to environmental protection by establishing objectives and 
concrete actions that promote the protection of water resources and ecosystems, the reduction of water losses, 
the respect of effluents quality norms, the reduction of energy consumption, the reduction of methane emissions 
from wastewater basins, the minimisation of local pollutions and the promotion of responsible use of water. 

Companies in the sector can also adopt social responsibility practices through concrete actions to promote the 
access to sanitation services, water safety, health and safety and non-discrimination at work, as well as the 
integration of environmental and social criteria in their value chain. 

We are of the opinion that the Green and Social Bond contemplated by the Issuer is coherent with the main 
environmental and social responsibility issues of its sector, as well as with the priorities and commitments 
in terms of sustainability of the Issuer; and that the Bond contributes to the realization of these 
commitments. 

Aguas Andinas has a long-term sustainability strategy called “Santiago deserves a 7”, which objective is to 
transform the company into a strategic partner for Chile for the sustainable management of natural resources and 
climate change adaptation and mitigation. This strategy has seven strategic pillars: Business Model, Resilience, 
Digitalisation, Circular Economy, Social Legitimacy, Innovation and People, Water and Quality of Life; each of these 
pillars has quantitative goals to be achieved by 2022. Among the seven pillars, five have relevant targets for the 
development of sustainable businesses, namely: 

Objectives of the Business Model pillar: 

- Support the development of socially and environmentally responsible contractors and suppliers 

- Promote a responsible business model with positive climate and social impact 

Objectives of the Resilience pillar: 

- Implement a climate change adaptation strategy, strengthening the operational resilience of the company 

- Promote the use of alternative sources for the activities that do not require the quality of drinking water 
(reuse of treated waste water, grey water). 

Objectives of the Circular Economy pillar: 

- Achieve zero impact on climate change through the reduction of GHG emissions and water footprint. 

- Achieve energy sustainability, through reducing energy consumption in processes, auto generation of 

renewable energy and maximisation of renewables in the company’s energy mix. 

- Achieve zero waste, through the promotion of reuse and valuation of waste transforming to secondary raw 

material. 

Objectives of the Social Legitimacy pillar:  

- Contribute to local development 

- Guarantee water access to vulnerable people 

Objectives of Water and Quality of Life pillar: 

- Facilitate the improvement of the citizens’ quality of life 

- Preserve ecosystems’ biodiversity  

Furthermore, Aguas Andinas incorporated the Sustainable Development Goals (SDGs) of the United Nations in its 
strategic plan “Santiago deserves a 7” through the creation of a chart that explains the synergies between this plan 
and the SDGs. 

By issuing a Green and Social Bond to finance and refinance Eligible Projects related to Drinking water supply, 
Resilient infrastructure and Sanitation, Aguas Andinas coherently responds to the above-mentioned commitments. 
In addition, the sustainability benefits of the Eligible Projects to be financed by the Bond address the sector’s main 
sustainability issues, namely the access to drinking water and sanitation services and water resources protection. 
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Use of Proceeds 

The net proceeds of the Green and Social Bond will exclusively finance and refinance, in part or in full, a 
list of Eligible Projects already selected by the Issuer, that belong to three categories, namely: Drinking 
water supply, Resilient infrastructure and Sanitation. We consider that the categories and list of Eligible 
Projects have been clearly defined and formalized in the Framework. 

The target populations that will benefit from the Eligible Projects with social objectives have been clearly 
defined: general population of the Metropolitan Region, in particular sectors which have experienced a 
large demographic growth, and communities and areas far from the city centre.  

The Issuer has transparently communicated that the estimated refinancing share will be between 40% and 
50% of the proceeds of the Bond. The Eligible Projects’ look-back period will not exceed 24 months prior 
to the Bond’s issuance date, in line with best market practices. 

The Issuer has formalized the main characteristics of the Eligible Projects categories in the Framework, which have 
been analysed by Vigeo Eiris below: 

- The definition of all categories and list of Eligible Project is formalised and clear. 

- The target populations that will benefit from the Eligible Projects with social objectives have been clearly 
defined: general population of the Metropolitan Region, in particular sectors which have experienced a 
large demographic growth, and communities and areas far from the city centre. 

- Eligible Projects of the Potable water supply category are intended to benefit the general 
population of sectors of the city of Santiago, Chile, which have experienced a large demographic 
growth. 

- Eligible Projects of the Resilient Infrastructure category are intended to benefit the general 
population of Santiago, Chile. 

- Eligible Projects of the Sanitation category are intended to Benefit the general population of the 
Metropolitan Region, in particular communities and areas far from the city centre. 

- Eligible Projects are intended to contribute to five sustainability objectives: three environmental 
objectives (protection of water resources, and climate change mitigation and adaptation); and two 
social objectives (access to drinking water and sanitation). These objectives have been formalised in 
the Framework and are considered clearly defined and relevant.  

- Eligible Projects will provide clear environmental and/or social benefits. The Issuer has established 
quantified targets for the expected environmental and/or social benefits (outcomes) of each of the 
Eligible Projects. The Issuer will assess and quantify the environmental and/or social impacts of the 
Eligible Projects one year after the issuance.
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Aguas Andinas’ Green and Social Bond Framework 

Eligible Project 

Categories 
Definition Eligible Projects Environmental/social objectives and benefits 

Drinking water supply 

Construction, expansion and adaptation projects of 
drinking water treatment plants, including civil works, 
materials and equipment supply. 

Chamisero Potable 
Water Treatment Plant 

(Batuco Channel) 

Access to drinking water 

Treat a waterflow of 500 l/s to ensure continuous and quality drinking water 
supply to the new areas of urban growth 

Resilient 

infrastructure 

Construction and adaptation infrastructure projects 
(e.g. tanks and wells) to increase the number of 
hours of autonomy of the drinking water treatment 
plants in cases of extreme turbidity in the Maipo and 
Mapocho rivers. 

Emergency Works for 

Turbidity Events 

Climate change adaptation 

Increase the autonomy of the system to 34 hours to ensure safe drinking 
water supply in the event of droughts and climate change events by 

improving operational security conditions Pirque Tank 

Sanitation 

Construction, expansion and adaptation projects of 
wastewater treatment plants (WWTPs), including 
civil works, materials and equipment supply. 

Talagante II 
Wastewater Treatment 

Plant Expansion 

Protection of water resources 

Prevent contamination of water 
ecosystems due to sewage discharge 

 

Access to sanitation services 

Ensure access to sanitation services 
to new areas that have experienced 

urban, commercial and industrial 
growth in Santiago, with the aim of 
contributing to the quality of life and 

health improvement 

 

Average annual flow of 52.877 
m3/day in 2024 

298.067 equiv. inhab. favoured5 

Expansion of Third 
Wastewater Treatment 

Plant 

Increase treatment capacity by 2,2 
m3/sec. in 2029 

931.641 eq. inhab. favoured5 

Buin-Maipo 
Wastewater Treatment 

Plant Expansion 

Average annual flow of 13.832 
m3/day in 2032 

96.800 eq. inhab. favoured5 

El Monte Wastewater 
Treatment Plant 

Expansion 

Average annual flow of 8.227 
m3/day in 2032 

42.733 eq. inhab. favoured5 

 

Installation of Nitrate 
Treatment System at 
La Farfana Biofactory 

Protection of water resources 

Remove 90% of the ammonium concentration in the dehydration line so that 
effluent quality complies with the nitrogen parameter (< 50 mg/l established 

by Supreme Decree 90) 

 

Cogeneration at 
Mapocho-Trebal 

Biofactory 

Climate change mitigation 

Use 100% of the biogas produced by the plant to generate electricity and 
satisfy its internal energy demand. 

Avoid the burning of greenhouse gases 

                                                      
5Equivalent inhabitants favored considers a biochemical oxygen demand in 5 days (BOD5) of 55 and 45 g/day as input of each equivalent inhabitant for Santiago (metropolitan area) and peripheral communities, respectively. 
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In addition, Eligible Projects are likely to contribute to five United Nations Sustainable Development Goals 
(“UN SDGs”), namely: SDG 6. Clean Water and Sanitation, SDG 7. Affordable and Clean Energy, SDG 9. 
Industry, Innovation and Infrastructure, SDG 12. Responsible Production and Consumption, and SDG 13. 
Climate Action. 

Eligible Project Category Identified SDG Target 

Drinking water supply SDG 6. Clean Water and Sanitation 6.1, 6.4 

Resilient infrastructure 
SDG 9. Industry, Innovation and Infrastructure 9.1 

SDG 13. Climate Action 13.1 

Sanitation 

SDG 6. Clean Water and Sanitation 6.2, 6.3 

SDG 7. Affordable and Clean Energy 7.2, 7.3 

SDG 9. Industry, Innovation and Infrastructure 9.4 

SDG 12. Responsible Consumption and Production 12.4 

SDG 13. Climate Action 13.1 

 

 

The UN SDG 6 consists in ensuring the availability and sustainable management of water and 
sanitation for all. More precisely, SDG 6 targets by 2030 include to: 

- 6.1 Achieve universal and equitable access to safe and affordable drinking water for all. 

- 6.2 Achieve access to adequate and equitable sanitation and hygiene for all and end open 
defecation. 

- 6.3 Improve water quality by reducing pollution, eliminating dumping and minimizing release of 
hazardous chemicals and materials, halving the proportion of untreated wastewater and 
substantially increasing recycling and safe reuse globally. 

- 6.4 Ensure sustainable withdrawals and supply of freshwater to address water scarcity and 
substantially reduce the number of people suffering from water scarcity. 

 

UN SDG 7 consists in ensuring access to affordable, reliable, sustainable and modern energy for all. 
More precisely, SDG 7 targets by 2030 include: 

- 7.2 Increase substantially the share of renewable energy in the global energy mix. 

- 7.3 Double the global rate of improvement in energy efficiency. 

 

UN SDG 9 consists in building resilient infrastructure, promoting inclusive and sustainable 
industrialization and fostering innovation. More precisely, SDG 9 targets by 2030 include: 

- 9.1 Develop quality, reliable, sustainable and resilient infrastructure, including regional and 
trans-border infrastructure, to support economic development and human well-being, with a 
focus on affordable and equitable access for all. 

- 9.4 Upgrade infrastructure and retrofit industries to make them sustainable, with increased 
resource-use efficiency and greater adoption of clean and environmentally sound technologies 
and industrial processes, with all countries taking action in accordance with their respective 
capabilities. 

 

UN SDG 12 consists in ensuring sustainable consumption and production patterns. More precisely, 
SDG 12 targets by 2030 include: 

- 12.4 Achieve the environmentally sound management of chemicals and all wastes throughout 
their life cycle, in accordance with agreed international frameworks, and significantly reduce their 
release to air, water and soil in order to minimize their adverse impacts on human health and 
the environment. 

 

UN SDG 13 consists in taking urgent action to combat climate change and its impacts. More precisely, 
SDG 13 targets by 2030 include: 

- 13.1 Strengthen resilience and adaptive capacity to climate-related hazards and natural 
disasters in all countries. 

In addition, the water and wastewater utilities sector can contribute to this SDG by investing in 
technologies to improve the energy efficiency of its operations and thus reduce its greenhouse gases 
emissions. 
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Process for Project Evaluation and Selection 

The governance and the process for the evaluation and selection of Eligible Projects are considered 
transparent and relevant. They have been clearly defined and formalized in the Framework. 

- The process for the evaluation and selection of Eligible Projects is reasonably structured. This is based on 
the traditional investment review and procedures of Aguas Andinas. 
 

- The evaluation and selection of Eligible Projects is based on relevant internal expertise, with well-
defined roles and responsibilities: 

- At corporate level, there is an Investments and Expenditures Committee under the 
supervision of Aguas Andinas’ CEO. For the issuance of Green and Social Bonds, 
Aguas Andinas has established a Green and Social Financing Committee integrated by 
the Chief of Finance and Investor Relations, the Chief of Circular Economy, the Chief of 
Sustainable Development, the Head of Investor Relations, the Head of Financial 
Compliance and the Financial Analyst. 

- The Investments and Expenses Committee is in charge of the assessment and the 
approval of the investments of the company that exceed 1.000 UF before VAT (about 
26.9 million Chilean pesos), and 500 UF (about 13.5 million Chilean pesos) in the case 
they are related companies. The identification and pre-selection of the projects to be 
funded by the Green and Social Bond are conducted by the Green and Social Financing 
Committee who solicitates the occasional contribution of relevant personnel, namely, 
the Head of Environment and Biodiversity, the Head of Major Constructions and the 
Engineering Department. 

- The Green and Social Financing Committee is in charge of the drafting and the approval 
of the mandate of green and social bonds, the selection of the external verifier who will 
provide the Second Party Opinion, the determination of selection criteria for the Eligible 
Projects, the selection of the Eligible Projects, the supervision of funds management, 
the selection of auditors for an annual external verification and review of the report, the 
publication of information related to the bond in Aguas Andinas’ website. 

- The verification and traceability are ensured throughout the process: 

- The Committee will organize monthly meetings to verify that the projects continue to 
comply with the eligibility criteria. If a project fails to comply with the commitments 
established in the Framework, the Green and Social Committee will replace this project 
with another Eligible Project. 

- The traceability of the decision will be ensured by the Secretary of the Committee, who 
will elaborate and distribute the minutes of every meeting held by the Green and Social 
Financing Committee. 

An area for improvement is that an internal auditor and an independent external auditor verify 
the compliance of Eligible Projects with the evaluation and selection process, including for 
eligibility criteria. 

 

The process is based on explicit eligibility criteria (selection), relevant to the environmental and social 
objectives of the Bond. 

- The eligibility requirements are based on the definitions of Eligible Projects categories. 

- All Eligible Projects are located in Chile. 

- All Eligible Projects must be aligned with the Integrated Management System that includes means for 
environmental and social risks identification and management. 

An area for improvement is establishing a process to identify possible controversies or events that may question 
the environmental and/or social objective of the Eligible Projects and allow Aguas Andinas to take the 
appropriate corrective measures. 
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The identification of the environmental and social risks associated with the Eligible Projects is considered 
good. The management of social risks and most environmental risks is considered good, except for the 
preservation of water sources which is considered limited but not critical. 

The Issuer has implemented appropriate processes and measures to manage social risks and most environmental 
risks, except for the protection of water sources which is considered limited but not critical, namely: 

- Manage of environmental risks is considered good: environmental management of projects, prevention 
and control of environmental emergencies and incidents, pollution prevention and control, protection of 
biodiversity, atmospheric emissions’ management in wastewater treatment plants, climate change 
adaptation and management of local pollution (odours and noise). 

As regards protection of water resources, the Issuer has implemented technological systems to detect 
leakages and is part of the Water Fund agreement to preserve water resources in the Metropolitan region. 
An area of improvement is implementing measures to protect water sources, namely, management, 
monitoring and control technical devices to prevent its overexploitation. 

- Management of social risks is considered good, namely: respect of human and labour rights, health and 
safety management measures covering all project workers, quality of working conditions for all project 
workers, respect of local and indigenous communities’ rights, and responsible relations with suppliers, 
contractors and subcontractors. 

- Management of governance risks is considered good, namely: business ethics and integrity, auditor and 
internal control, including risk management. 

 

Management of proceeds 

The rules for the management of proceeds are clearly defined and will be verified. We consider that they 
would enable a transparent and documented allocation process. 

The allocation and tracking processes are clearly defined: 

- An amount equal to the net proceeds of the Green and Social Bond will be credited to a sub-account 
managed by the Green and Social Financing Committee, ensuring the appropriate segregation of proceeds, 
in line with best market practices. Aguas Andinas commits to allocate between 40% and 50% of the 
proceeds to the Eligible Projects at settlement and to fully allocate the Bond’s proceeds within 12 months. 

- The Issuer commits to disclose the types of temporary placements used to manage unallocated proceeds, 
which will be in line with market practices (Climate Bonds Standard), i.e. cash, or short-term investments, 
or cash equivalent instruments with low level of risk, according to internal policies of financial risk 
management, or to reduce indebtedness of a revolving nature before being redrawn for investments or 

disbursements to Eligible Projects. 

- The tracking and balance of the allocated proceeds will be properly managed by the Green and Social 
Financing Committee, using an internal management system, which will allow to verify that the net 
proceeds of the Bond match the allocations to Eligible Projects, until full allocation of proceeds. 

- In case of project ceases to comply with eligibility criteria or in case of project divestment, the Issuer 
commits to replace this project with another Eligible Project selected by the Green and Social Financing 
Committee within 12 months. The potential changes in the Bond portfolio will be included in Aguas Andinas’ 
annual integrated reports.  

Traceability and verification are guaranteed throughout the process 

- The Green and Social Financing Committee will monthly verify that the net proceeds of the Bond match 

the allocations to Eligible Projects and that these meet the eligibility criteria, until full allocation of proceeds. 

- An external auditor will verify, annually and until full allocation of proceeds, the allocation of Bond’s 

proceeds to Eligible Projects. 
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Reporting 

The reporting processes and commitments are good. The selected indicators fully cover the allocation of 
funds and the environmental and/or social benefits (outcomes and impacts) of the Bond in a relevant 
manner. 

The process for monitoring, data collection, consolidation, and reporting are clearly defined and formalized in the 
Green and Social Bond Framework.  

This process relies on relevant internal expertise: 

- The Green and Social Financing Committee will use an internal project management software for project 
monitoring, collect the appropriate information on each project, consolidate the outputs and impacts of the 
Green and Social Bond, and prepare the Bond’s reports. 

The Issuer commits to annually report, in a transparent manner, on the Green and Social Bond, until the maturity 

date of the Bond, on: 

- Use of Proceeds: The indicators selected to report on the allocation of proceeds are considered relevant.  

Use of Proceeds Indicators 

- List and description of Eligible Projects 

- Amount of proceeds allocated to each Eligible  

- Total amount of unallocated proceeds 

- Types of temporary placements for unallocated proceeds 

 

- Environmental and social benefits (outputs and impacts) by Eligible Project category: The selected 
indicators are considered relevant. 

Eligible Project 
Category 

Eligible Project Environmental/social benefits indicators 

Drinking water 
supply 

Chamisero Potable Water 
Treatment Plant 

(Batuco Channel) 

Outcome: 

- Volume of water introduced into the supply system (m3) 

 

Impact: 

- Number of equivalent inhabitants favoured with the new 
potable water supply (equiv. inhab) 

- Percentage increase in m3 added into the system with 
relation to those corresponding to the supply sector 
where the project is located (%) 

Resilient 
infrastructure 

Emergency Works for 

Turbidity Events 

Outcome: 

- Additional hours of supply system autonomy provided by 
the project (h) 

 

Impact: 

- Number of hours of use of reservoirs that count how long 
potable water plants would have stopped delivering 
water to the city (h) 

- Number of clients who would have been affected by 
water supply cuts if the project had not been executed 
(N°). 

 

Pirque Tank 

Sanitation 
Talagante II Wastewater 
Treatment Plant Expansion 

Outcome: 

- Volume of treated water returned to the watercourse 
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Eligible Project 
Category 

Eligible Project Environmental/social benefits indicators 

Expansion of Third 
Wastewater Treatment 
Plant 

(m3) 

 

Impact: 

- Non-compliance with quality regulations at plant outlet 
on faecal coliform, BOD5, and total suspended solids. 

- Decreased water footprint (m3) due to the treatment of 
new flows (consumptive and degrading uses; ISO 
14046). 

- Number of equivalent inhabitants favoured by the new 
wastewater treatment system (eq. inhab.). 

- Percentage increase in treated wastewater in relation to 
the total for the sector (%) 

 

Buin-Maipo Wastewater 
Treatment Plant Expansion 

El Monte Wastewater 
Treatment Plant Expansion 

 

Installation of Nitrate 
Treatment System at La 
Farfana Biofactory 

Outcome: 

- Reduction in the nitrogen flow from dehydration (%) 

 

Impact: 

- Number of non-compliance with quality regulations on 
the nitrogen parameter 

Cogeneration at Mapocho-
Trebal Biofactory 

Outcome: 

- Percentage of biogas produced by the plant used for 
electricity generation (%) 

- Electricity generated by the biogas produced by the plant 
(kWh per year) 

- NOx concentration at the engines exhaust gases 

 

Impact: 

- Percentage of energy self-supply of the plant (%) 

- Reduced greenhouse gas emissions (ton CO2 eq.) 

- Avoided greenhouse gas emissions (ton CO2 eq.) 

- Greenhouse gas emissions of the plant (ton CO2 eq./m3 
of treated water)  

 

 

The Bond's annual reporting will be included in Aguas Andinas’ integrated report, publicly available on its website 

and its content will be externally verified. 

Calculations methodologies will be defined and included in each reporting. 

Beyond following the Green and Social Bond Principles voluntary guidelines, the Issuer will monitor and report on 
the responsible management of each project at corporate level only.  

An area for improvement is strengthening the Bond reporting by including other ESG qualitative and quantitative 
indicators to report at project level on the management of environmental and social risks associated with the projects.  
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METHODOLOGY 

In Vigeo Eiris’ view, Environmental, Social and Governance (ESG) factors are intertwined and complementary. As such they 
cannot be separated in the assessment of ESG management in any organization, activity or transaction. In this sense, Vigeo Eiris 
writes an opinion on the Issuer’s Corporate Social Responsibility as an organization, and on the objectives, management and 
reporting of the projects to be (re)financed. 

Vigeo Eiris’ methodology for the definition and assessment of the corporate’s ESG performance is based on criteria aligned with 
public international standards, in compliance with the ISO 26000 guidelines, and organized in 6 domains: Environment, Human 
Resources, Human Rights, Community Involvement, Business Behaviour and Corporate Governance. The evaluation framework 
has been customized regarding material issues, based on our generic Waste & Water Utilities sector ESG assessment frameworks 
and specific issues considering the Issuer’s business activity. 

Our research and rating procedures are subject to internal quality control at three levels (analysts, heads of cluster sectors, and 
internal review by the audit department for second party opinions) complemented by a final review and validation by the Direction 
of Methods. A right of complaint and recourse is guaranteed to all companies under our review, including three levels: first, the 
team linked to the company, then the Direction of Methods, and finally Vigeo Eiris’ Scientific Council. All collaborators are 
signatories of Vigeo Eiris’ Code of Ethics. 

Part I. ISSUER 

NB: The Issuer performance related to ESG issues has been assessed through a complete process of rating and benchmark 
developed by Vigeo Eiris. 

Level of the Issuer’s ESG performance 

The issuer has been evaluated by Vigeo Eiris on its Corporate Social Responsibility (CSR) strategy, based on 25 relevant ESG 
drivers organized in the 6 sustainability domains. The Issuer’s strategy has been assessed by Vigeo Eiris based on its: 

- Leadership: relevance of the commitments (content, visibility and ownership). 

- Implementation: coherence of the implementation (process, means, control/reporting). 

- Results: indicators, stakeholders’ feedbacks and controversies. 

Scale for assessment of ESG performance (Advanced, Good, Limited and Weak). 

 

Stakeholder-related ESG controversies and involvement in controversial activities 

A controversy is an information, a flow of information, or a contradictory opinion that is public, documented and traceable, 
allegation against an Issuer on corporate responsibility issues. Such allegations can relate to tangible facts, be an interpretation 
of these facts, or constitute an allegation on unproven facts. 

Vigeo Eiris provides an opinion on companies’ controversies risks mitigation based on the analysis of 3 factors:  

- Severity: the more a controversy will relate to stakeholders’ fundamental interests, will prove actual corporate responsibility 
in its occurrence, and will have adverse impacts for stakeholders and the company, the highest its severity. Severity 
assigned at corporate level will reflect the highest severity of all cases faced by the company (scale: Minor, Significant, High, 
Critical). 

- Responsiveness: ability demonstrated by an Issuer to dialogue with its stakeholders in a risk management perspective and 
based on explanatory, preventive, remediating or corrective measures. At corporate level, this factor will reflect the overall 
responsiveness of the company for all cases faced (scale: Proactive, Remediate, Reactive, Non- Communicative). 

- Frequency: reflects for each ESG challenge the number of controversies faced. At corporate level, this factor reflects on the 
overall number of controversies faced and scope of ESG issues impacted (scale: Isolated, Occasional, Frequent, Persistent). 

The impact of a controversy on a company's reputation reduces with time, depending on the severity of the event and the 
company's responsiveness to this event. Conventionally, Vigeo Eiris' controversy database covers any controversy with Minor or 
Significant severity during 24 months after the last event registered and during 48 months for High and Critical controversies. 

 

Involvement in controversial activities 

15 controversial activities have been analysed following 30 parameters to verify if the company is involved in any of them. The 
company's level of involvement (Major, Minor, No) in a controversial activity is based on: 

- An estimation of the revenues derived from controversial products or services. 

- The precise nature of the controversial products or services provided by the company. 
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Part II. ISSUANCE 

 

Use of proceeds 

The use of proceeds guidelines is defined to ensure that the funds raised are used to finance and/or refinance Eligible Projects 
and are traceable within the issuing organisation. Each Project endorsed shall comply with at least one of the Eligible Projects 
category definition in order to be considered as an Eligible Project. Vigeo Eiris evaluates the relevance, visibility, and measurability 
of the associated environmental and/or social objectives. The contribution of Eligible Projects to sustainable development is 
evaluated based on the United Nations Sustainable Development Goals. 

 

Process for evaluation and selection 

The evaluation and selection process have been assessed by Vigeo Eiris regarding its transparency, governance and efficiency. 
The relevance and exhaustiveness of selection criteria and associated supporting elements integrated in the Bond’s framework, 
and the coherence of the process are analysed based on material issues considered in Vigeo Eiris’ methodology. 

 

Management of proceeds 

The rules for the management of proceeds and the allocation process have been evaluated by Vigeo Eiris regarding their 
transparency, coherence and efficiency. 

 

Reporting  

Reporting indicators, processes and methodologies are defined by the Issuer to enable annual reporting on fund allocation, 
environmental and social benefits (outcomes and impact indicators) and on the responsible management of Eligible Projects 
financed by the Bond proceeds, collected at project level and potentially aggregated at Bond level. Vigeo Eiris has evaluated the 
relevance of the reporting framework according to three principles: transparency, exhaustiveness and effectiveness. 

 

 

 

 

 

 

 

 

 

 

 

VIGEO EIRIS’ ASSESSMENT SCALES 
 

Performance evaluation  Level of assurance 

Advanced Advanced commitment; strong evidence of command 

over the issues dedicated to achieving the objective of 

social responsibility. Reasonable level of risk 

management and using innovative methods to anticipate 

emerging risks. 

 Reasonable Able to convincingly conform to 

the prescribed principles and 

objectives of the evaluation 

framework 

Good Convincing commitment; significant and consistent 

evidence of command over the issues. Reasonable level 

of risk management. 

 Moderate Compatibility or partial 
convergence with the prescribed 
principles and objectives of the 
evaluation framework 

Limited Commitment to the objective of social responsibility has 

been initiated or partially achieved; fragmentary evidence 

of command over the issues. Limited to weak level of risk 

management. 

 Weak Lack or unawareness of, or 
incompatibility with the 
prescribed principles and 
objectives of the evaluation 
framework 

Weak Commitment to social responsibility is non-tangible; no 

evidence of command over the issues. Level of insurance 

of risk management is weak to very weak. 
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Vigeo Eiris is an independent international provider of environmental, social and governance (ESG) 

research and services for investors and public & private organizations. We undertake risk assessments 

and evaluate the level of integration of sustainability factors within the strategy and operations of 

organizations.  

Vigeo Eiris offers a wide range of services: 

 For investors: decision making support covering all sustainable and ethical investment 

approaches (including ratings, databases, sector analyses, portfolio analyses, structured 

products, indices and more). 

 For companies & organizations: supporting the integration of ESG criteria into business 

functions and strategic operations (including sustainable bonds, corporate ratings, CSR 

evaluations and more). 

Vigeo Eiris is committed to delivering client products and services with high added value: a result of 

research and analysis that adheres to the strictest quality standards. Our methodology is reviewed by an 

independent scientific council and all our production processes, from information collection to service 

delivery, are documented and audited. Vigeo Eiris has chosen to certify all its processes to the latest ISO 

9 001 standard. Vigeo Eiris is an approved Verifier for CBI (Climate Bond Initiative). Vigeo Eiris’ 

research is referenced in several international scientific publications. 

With a team of more than 240 experts of 28 different nationalities, Vigeo Eiris is present in Paris, 

London, Boston, Brussels, Casablanca, Hong Kong, Milan, Montreal, Rabat, Santiago and Stockholm.  

The Vigeo Eiris Global Network, comprising 6 exclusive research partners, is present in Australia, Brazil, 

Germany, Israel, Japan and Mexico. 

 

For more information: www.vigeo-eiris.com 

 

 

 

 

Disclaimer 

Transparency on the relation between Vigeo Eiris and the Issuer: Vigeo Eiris has carried out two consultancy activities (delivery and presentation 
of Investor Relations and ESG screenings) for Aguas Andinas in 2017 and 2018, and one audit mission (delivery of Second Party Opinion) in 
2018. No relationship (financial or other) exists between Vigeo Eiris and Aguas Andinas. 

This opinion aims at providing an independent opinion on the sustainability credentials and management of the Bond, based on the information 
which has been made available to Vigeo Eiris. Vigeo Eiris has neither interviewed stakeholders out of the Issuer’s employees, nor performed an 
on-site audit nor other test to check the accuracy of the information provided by the Issuer. The accuracy, comprehensiveness and trustworthiness 
of the information collected are a responsibility of the Issuer. Providing this opinion does not mean that Vigeo Eiris certifies the effectiveness, the 
excellence or the irreversibility of the assets to be financed by the Bond. The Issuer is fully responsible for attesting the compliance with its 
commitments defined in its policies, for their implementation and their monitoring. The opinion delivered by Vigeo Eiris neither focuses on the 
financial performance of the Bond, nor on the effective allocation of its proceeds. Vigeo Eiris is not liable for the induced consequences when 
third parties use this opinion either to make investments decisions or to make any kind of business transaction. 

The opinion delivered on stakeholder-related ESG controversies is not a conclusion on the creditworthiness of the Issuer or its financial 
obligations. Vigeo Eiris does not express an opinion as a score when controversial activities, products and services are not prohibited by 
international standards or treaties. 

Restriction on distribution and use of this opinion: the opinion is provided by Vigeo Eiris to the Issuer and can only be used by the Issuer. The 
distribution and publication are at the discretion of the Issuer, submitted to Vigeo Eiris approval. 


