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Presentation
of the report

This Corporate Responsibility
Report, which Red Eléctrica
publishes far the fourteenth
consecutive year, provides

relevant information regarding
strategy, corporate governance,
business development, financial
results and objectives of its
sustainable management in 2015.
Its drafting follows the guidelines
of the Guide (G4 version)] for the
drafting of sustainability reports
(Comprehensive Option) and of the
Electric Utilities Sector Supplement
established by the Global Reporting
Initiative (GRI]. In addition, this report
meets our commitment to report
an the fulfilment and progress of
the Company in implementing the
ten principles of the United Nations
Global Compact.

In order to continue maving

forward in offering our various
stakeholders a more complete
information, and integrate into

ane single document financial and
non-financial infoarmation, Red
Eléctrica includes in this report
aspects defined by the International
Integrated Reporting Council (IIRC)

for the drafting of integrated reports,

whose content aims to be improved
in the coming years.

Red Electrica has submitted this
report to the external verification
of PricewaterhouseCoaopers (PwC)
with a limited level of assurance.
The Independent Review Report

and complementary information
regarding the drafting of this
Corporate Responsihility Report
are included in the annexes of this
report for their consultation.

For a more complete understanding
of the actions of Red Eléctrica,

the reader can also consult the
Corporate Governance Report and
the Consolidated Annual Accounts
of the Red Eléctrica Group, as well as
extensive content on the corporate
website www.ree.es.

We welcome your comments

and suggestions for future reports.
Please contact our ‘Digame’
Attention Centre: www.ree.es /
Phone: +34 917286215 / Fax: +34
916504542,

‘III ]

ree.es
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Letter from the

Chairman and the CEOQ gy

2015 was characterised by

a series of important milestones
that lead to a bright future for
company growth and brings

with it major challenges for Red
Eléctrica along the way. Firstly,

the Transmission Grid Planning
2015-2020 was approved, which
provides a period of certainty for the

José Folgado

undertaking of the investment

plan for the further development
of the transmission grid. Secondly,
the regulatory refarm was
completed with the approval of the
unit values concerning investment
in transmission facilities, as well as
their operation and maintenance,
and the establishing of their

™

Juan Lasala

regulatary useful life, which is an
impartant milestone for the stahility
of the remuneration framewark.

In addition, work has continued on
the deployment and implementation
of the new Strategic Plan; a plan
which emphasises the promotion

of new business activities that aim
to expand the business base.

From the point of view of the
management structure of the
arganisation, another significant
event was the separation of the
postions of Executive Chairman
and Chief Executive Officer (CED),
which helps maintain the proper
balance of powers on the Board

of Directors and improves the
corporate governance structure of
the Company, responding to the
cammitment made to shareholders,
and in line with best international
practices in this field.

ree.es

IN2015

The laying and
installation of the first
cable of the Majorca-Ibiza
link was carried out. The
commissioning of the
second cable, scheduled
for the first months

of 2016, will complete
the full integration of
the Balearic Islands’
electricity system with
the peninsular system
and that of Europe.

<
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Electricity infrastructure planning
In Octaber 2015, the Transmission
Grid Planning 2015-2020 was
approved; said planning sets out
the new electricity infrastructure
projects that need to be undertaken
nationwide under the principles

of transparency, respect for the
enviranment and with minimal

cost for the electricity system

as a whole, and that has a budget
of 4,554 million euros.

An impartant point of this

planning is the relevance taken

an by interconnections between
systems, specifically the links
between island systems and the
connections between the Spanish
Peninsula and the non-peninsular
systems. These projects will not
only pose a great challenge for the
Company, but will also improve the
guarantee and security of supply

in isolated systems and increase
competitiveness in the electricity
markets. In this regard, noteworthy
is the completion of the installation
of the first interconnection cable
between lbiza and Mallorca in 2015.

It is estimated that the second cable
be brought into service in the first
months of 2016.

With respect to international
interconnections, it should be noted
that in 2015 the Spain-France
interconnection via the eastern
Pyrenees, a high-profile project
because of its influence on the safety
and quality of supply, was brought
into brought into commercial
operation. But nevertheless, the need
to increase interconnection capacity
with the European system remains

a priarity for the Spanish electricity
system, as endorsed in June 2015
with the creation of a high-level
group, composed of the European
Commission, France, Partugal

and Spain, to boost key energy
infrastructure projects in

southwest Europe.

Significant progress

of the Strategic Plan

The new Strategic Plan, in addition
to continuing to develop our role

as TS0 and strengthening efficiency
criteria, attaches great impaortance
to expanding the business base

as an alternative way for growth
and the creation of value.

DRIVING
INTERNAL
PROMOTION

80% of the
directors
appointed in
2015inthe
Group were
internal
promotions.

ree.es

In 2015, a number of impartant
steps were taken in this area. Firstly,
the new dimension undertaken by
the telecommunications business
following the purchase of ADIF's
dark fibre network has made it
necessary tao create REINTEL,
whereby the Company now positions
itself as the first neutral supplier

of telecommunications networks

in Spain. Secondly, the expansion

of international business has
allowed our presence in Peru ta be
consolidated through the awarding
of two new projects in the region
and has enabled our entry into Chile
through the acquisition of 50%

of the Chilean company TEN.

Additionally, the subsidiary

REINCAN was created to promote
energy storage projects in the Canary
Islands to be used as system operator
tools in order to guarantee supply

an the islands and also imprave
system security and optimise the
integration of renewable energies.
The construction project far the
Chira-Saria pumped-starage hydro
power station, a 320 million euro
investment, responds to these
abjectives.
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Focusing on the creation of value,
significant progress was made

in achieving the objectives of

the Strategic Plan. The Company
achieved salid results and a
significant strengthening of its core
salvency ratios. Profit for the year
reached 606 million euros, up 8.3%
compared to 2014 in like-for-like
terms and sharehaolder remuneration
in the form of dividends increased
by 7% with respect to 2014.

Commitment to corporate
responsibility

In the area of corporate
responsibility, in 2015 the Company
has again been included in the Dow
Jones Sustainahility Indexes [BJSI
World and DJSI Europe] and renewed
the European Seal of Excellence
500+ according to the EFQM model,
achieving a score of over 700 points,
which places the Company among
the best rated both worldwide and
nationally.

Corporate respansihility for Red
Eléctrica is part of its corporate
culture and a key toal for creating
value. Therefore, it has been included
within the management objectives
and the long-term goals of the
management team, in compliance
with the corporate responsibility
programme.

SUSTAINABLE
COMMITMENT

Red Eléctrica,

fully aware of its
responsibility towards
sustainahility, joins
the commitment to
the achievement

of the UN Sustainable
Development Goals,
aimed at eradicating
poverty, protecting
the planet and
ensuring the
prosperity of

all people.

A key aspect in this area is

gender equality and equal
opportunities. In 2015, notewaorthy
is the increase in the number of
women in the workforce and in
management positions, as well as
the estahlishment of a Women'’s
Leadership Observatory that aims
to propose actions to increase the
presence of women in management
positions. In this regard, women
covered 31% of internal promotions
to management positions in

2015. Mareover, 42% of the Board
of Directors are women, which
positions the Company as leader

in gender diversity among IBEX 35
companies.

Also, the healthy workplace maodel
implemented by Red Eléctrica
represents a strategic commitment
to the management, promotion and
manitoring of the health and well-
being of the warkforce. During 2015,
several initiatives were carried out
in this field related to the promation
of health, the work-life balance and
the prevention of work-related risks.

ree.es

These commitments undertaken by
the Company contribute to improving
the involvement of waorkers in the
business project, as reflected in the
climate survey, with a satisfaction
level of employees of 9.4 out of 10.

The activities carried out by the
Company for the integration

of renewable energy and the
improvement of energy efficiency
are essential for achieving European
sustainahility objectives. Therefore,
among the actions carried out,
noteworthy, once again, was the work
of our control centre for renewable
energies, which, on average over
the past three years, has allowed
40% of the electricity demand

to be covered using renewables.

Finally, in line with its strategy

to combat climate change,

in 2015 Red Eléctrica launched a
new Action Plan on climate change
which includes the goals to be
achieved in this area. Specifically,
in the commitment to reduce the
carbon footprint, the goal has been
set for 2020 to reduce or offset
the Company’s emissions by 21%
compared to the values in 2010.
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More information on
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provided throughout
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Red Eléctrica, a TSO of
international reference.
Red Eléctrica is the sole
transmission agent and
operator (TSO) of the
Spanish electricity system.
The Company carries out
this responsibility with
transparency, neutrality,
independence and economic
efficiency, with the aim

of providing the highest
guality electricity service
for society as a whole.

@

A complete picture of the Company
in the ‘About us' section of the
corporate website.

MISSION

Red Eléctrica has the
mission of ensuring the
continuity and security
of the electricity supply
and the effective
coordination of the
electricity generation
and transmission
system. Additionally,
itis responsible for the
transmission of high
voltage electricity and
it builds, maintains and
operates the facilities

of the transmission grid.

vV iy

VISION

The goal is to be one
of the leading
companies in the
management of
electricity systems,
recognised for offering
a quality service of the
highest standards,
implementing ethical
management,
maintaining a

firm commitment
towards sustainable
development and
generating value for all
our stakeholders.

VALUES
Responsibility
Respect
Reliability

Environmental
awareness

Leadership
and creativity

ree.es
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Structure
of the Red
Eléctrica Group

A GROUP WITH

A ‘HOLDING’ STRUCTURE

(G4-3, G4-7, 64-17)

With the objective of reinforcing
the separation and transparency

ree.es

of the regulated activities in Spain

from the rest of the activities,

the organisational structure of the

Company was transformed into
a holding structure in 2008.

WORKFORCE

OF THE GROUP

AS AT 311215

Red Electrica Corpaoracion 7
Red Eléctrica de Espafia 1,690
Red Eléctrica Internacional 3
REINTEL 9
REINCAN 4
REDESUR 17
TESUR 2
TESUR?2 4
REA 29
REDCOR 1
Total 1,763

Note: The data regarding total workforce does not coincide
with the sum of all the companies of the Group due to the
fact that two employees belong simultaneously to the staff

of more than one company.

RED ELECTRICA CORPORACION

ELECTRICITY
ACTIVITY
IN SPAIN

of net revenue

4

100«

Electricity system
operator and
transmission agent
activity

ELECTRICA
DE ESPANA

RED ELECTRICA DE ESPANA

o owns 50% of the share capital
+ of INELFE, a company created

jointly with its French counterpart,

Inthe i RTE, for the development of
Consolidated interconnections with France.
Annual Accounts

Report.

93,

OTHER \

ACTIVITIES

i

of net revenue

%
Electricity Activity Energy storage Telecommu- Risk reinsurance
outside Spain Activity in the nicgt‘ions and financing activity
RED Canary Islands Activity REE FINANCE
ELECTRICA REINCAN REINTEL REE FINANCIACIONES
INTERNACIONAL AND REDCOR

\

Investment in electricity transmission infrastructure abroad is channelled through different
subsidiaries integrated in Red Eléctrica Internacional [REI}. In Peru, REDESUR, in which REI controls
55% of the shareholding, and Red Eléctrica Andina (REA], a company wholly owned by REL. In turn,
REDESUR controls Transmisora Eléctrica del Sur and Transmisora Eléctrica del Sur 2. In Chile,

Red Eléctrica Chile, a company wholly owned by REI. This subsidiary, in turn, has acquired 50%

of the share capital of Transmisora Eléctrica del Norte (TEN), owned by the Chilean company EC-L.

< >
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Electricity

aﬂtiVity in Spain (G4-4, G4-B, G4-B)

Red Eléctrica de Espafia carries
out the Group's core business as
transmission agent and system
operator in Spanish territary. In
the performance of this activity it
undertakes the responsibility tao:

- Develap, expand and maintain the
transmission grid under uniform
and efficient criteria.

- Manage the necessary and
canstant balance between

electricity generation and demand,

guaranteeing the continuity and
security of supply at all times.

Red Eléctrica owns the entire
Spanish high-voltage electricity
transmission grid and, through
its electricity control centres,

it operates both the peninsular

Red Eléctrica is the owner
of the entire Spanish
high-voltage transmission
orid and is a world reference
In the integration of
renewable energies.

(_)

and non-peninsular electricity
systems, 24 hours a day, 365 days
a year. Furthermare, it is a warld
reference in the safe integration
of renewable energy into the
electricity system.

CIRCUIT OF
LINE

2,986
km

IN SERVICE

In 2015

INTEGRATION OF
RENEWABLES

IN 2015

=l

D
S

37%
of demand

reees £ D
10
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What
we do

< >

ree.es

Electricity transmission activity

System operation activity

11

1

Red Eléctrica,
through its
transmission grid,
evacuate the
electricity generated
by the power-
generating stations.

o,

2

Next, it transports
the electricity,
transformed into
high-voltage, from
the power-generating
stations to the

distribution networks.

e Electr,'city

3

Subsequently, it
delivers the electricity,
transformed into
lower voltage levels,
to the distribution
companies who then
deliver it to the final

consumer.

=/ \@r

Power-generating stations

T

For this process to
work, Red Eléctrica

has to operate the
system maintaining
the constant balance
between generation and
consumption, due to
the fact that electrical
energy cannot be stored
in large quantities.

transmission

| | ||
| x|
0 1% B
n H [

A

Transmission/

9

To do this, Red Eléctrica
forecasts the electricity
consumption that is
going to be demanded
nationwide throughout
the day. Power stations
use this forecast

to schedule their
production.

X

D00

6

Red Eléctrica, through
its Electricity Control
Centre (CECOEL),

is responsible for
maintaining the
balance between the
scheduled production
and the energy
demanded at each
moment.

Emm—p

1 Power line

4/5/6
Electricity control
centre (Cecoel) and
control centre of
renewable energies
(Cecre)

2 Transmission substation

— [

distribution
substation

1)

And, as demand varies,
it sends the appropriate
orders to the power
stations to adjust their
production.

e

Industrial
and services
sector
consumption

Domestic
consumption
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Other
activities g

INTERNATIONAL ACTIVITY

For the Company, the development
of International business is a natural
growth path which is centred mainly
on the construction and operation
of transmissian grids outside Spain.
To boost this business, Red Eléctrica
analyses corparate acquisitions

and frequently participates in
concession tenders. The objective

is to invest in low-risk countries
with stable regulatory enviranments,
ensuring noteworthy participation

in the shareholding structure and

an involvement in the management
process.

Red Electrica Internacional has been
present in South America for more
than 15 years, where it manages
transmission grids while maintaining

excellent rates of availability
of the facilities and a seamless
collaboration with all stakeholders.

During 2015, the Company
consolidated its presence in Peru
and has entered the transmission
business in Chile, increasing its
positioning in the two neighbouring
geographical areas of northern
Chile and southern Peru.

New concession

contracts in Peru

+ In February 2015, Red Eléctrica
Internacional and the Peruvian
investment fund manager
AC Capitales, were awarded the
concession contract far the
220 kV Azangaro-Juliaca-Puno
line in sauthern Peru. The project,
with a forecasted investment
of 70 million dollars, includes the
design, financing, construction,
operation and maintenance of
the line for 30 years.

« In December 2015, Red Eléctrica
Internacional was also awarded
the concession contract for the

220 kV Montalvo-Los Héroes
line for a period of 30 years,
representing an investment
of 40 million dollars.

Acquisition in Chile

- In December 2015, Red Eléctrica
Chile, a subsidiary of Red Eléctrica
Internacional, and the Chilean
Company E-CL, reached an
agreement for the acquisition
by Red Eléctrica of 50% of the
share capital of Transmisara
Eléctrica del Norte (TEN], owned
by E-CL. With this acquisition
both companies are jointly
involved in the construction and
cammercial operation of the
Mejillones-Cardones transmissian
line, which TEN is constructing.
With an investment of over 780
million dollars, this line will be the
first interconnection between the
central and northern electricity
subsystems of the country.

PRESENCE IN

SOUTH AMERICA

IN 2015

THREE
NEW

PROJECTS

@

In the ‘About us’ section
of the corporate website.

reees
12
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TELECOMMUNICATIONS
ACTIVITY

The telecommunications activity is
based on the commercial operation
and management of the surplus
capacity of fibre optic networks and
assaociated dark fibre infrastructure
of the electricity transmission grid.
Additionally, as of November 2014,
it also includes the national rail
network as a result of the acquisition
of the transfer of the rights to
operate and manage ADIF's-High
Speed rail dark fibre optic netwark
for the next 20 years.

This new dimension of the
telecommunications business

has required the creation in

2015 of a new subsidiary, Red
Eléctrica Infraestructuras de
Telecomunicacion [REINTEL) and
that is wholly owned by Red Electrica
Corporacion. Its main activity is the
leasing of dark fibre and technical
spaces in electricity substations and
railway stations for operataors to host
their equipment for the provision

of telecommunications services

to customers.

REINTEL
INFRASTRUCTURE

33,000

DARK OPTICAL FIBRE

REINTEL

Manages
ahackbhone
network hased

on twao hasic
infrastructures:
the electricity grid
and the railway
network.

13

REINTEL, created in

2015, has become

the first neutral provider
of telecommunications
infrastructure in Spain.

In this way, REINTEL pasitions

itself as the first neutral provider of
telecommunications infrastructure
in Spain, through the use and
management of a fibre optic network
with national coverage, with access
to rural and urban areas, and with
both international connections and
caonnections to the islands.

ENERGY STORAGE
ACTIVITY IN THE CANARY
ISLANDS

In September 2015, Red Eléctrica
Infraestructuras en Canarias
[REINCAN] was created; a company
wholly owned by Red Eléctrica
Corporacian. The creation of this

subsidiary responds to the need

to promote energy storage projects
on the Canary Islands. Said projects
will act as tools for the system
operatar in order to guarantee the
electricity supply on the islands at all
times, as well as to improve system
security and optimise the integration
of renewable energy. The project,
with a budget of 320 million euras,
for the construction of the Chira-
Soria pumped-storage hydro power
station, an the island of Gran Canaria,
meets these objectives.
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Management
SUrUCtUre u-su

In order to respond to international
best practices in corporate
governance and to the commitment
acquired with shareholders

geared towards taking steps for

the separation of the positions

of Chairman of the Board and

CEO of the Company, the Board

of Directors appainted Juan Lasala
as CEO of the Red Eléctrica Group.

EXECUTIVE CHAIRMAN
r Jose Folgado Blanco

General Counsel and Secretary
of the Board of Directors

Rafael Garcia de Diego

Manager of Internal Audit and
Control Risk Management Area

Carlos Méndez Trelles

This new management structure
not only contributes to maintaining
the proper balance of powers an

the Board of Directors, and improves
the corporate governance structure
of the Company, but also facilitates

Corporate Director of Sustainability,

Ana Cuevas Tello

Innovation and Institutional Coordination

P

Assistant Corporate
Director to the CEO —

Francisco Ruiz Jiménez

14

the fulfilment of the new challenges
and objectives set out in the Strategic
Plan of the Red Eléctrica Group.

CHIEF EXECUTIVE OFFICER
Juan Lasala Bernad

General Manager of
System Operation
Division

Miguel Duvison Garcia

Division

General Manager :
of Transmission

Eva Pagan Diaz

Corporate Director

Chief Financial

Corporate Director

of Business Officer i ofResources
Diversification - Marfa Teresa Quirds : Angel Luis
Roberto Garcia Merino  ©  Alvarez ¢ Mahou Fernandez
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The Strategic Plan 2014-2019,

in addition to continuing to develop our role as TSO

in Spain, it maximises efficiency criteria to adapt the
Company to the new regulatory environment and a more
restrictive remuneration policy, the Plan also encompasses
a greater scope regarding the expansion of the business
base as an alternative way to grow and create value.

This Plan, approved by the
Board of Directars in February
2015, establishes three key
strategic lines, which define the
actions to be undertaken and
three transversal strategic lines
that address the action criteria
for its execution.

‘ KEYSTRATEGIES = X\

— ﬁ)
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EXPANBING
THE BUSINESS EFFICIENCY

DEVELOPMENT
OF THETSO
ACTIVITY

TRANSVERSAL
STRATEGIES

C

BASE

INNOVATION EXCELLENCE

PEOPLE 3
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Economic, energy
and regulatory scenario

In 2015, the international economic
situation was marked by the
evolution of ail prices, following

the progressive and accentuated
decline experienced in the final
months of 2014, it remained in

the vicinity of 60 dollars per barrel
during the first half of 2015, to
resume the downward trend in the
last few months of the year when
the average price stood at 40 dollars
a barrel, far from the price of

110 dollars a barrel this raw material
cost just a year and a half earlier,

in June 2014,

The decisions of oil-producing
countries regarding the valume

of supply, some of them derived
from strategies of a geopolitical
nature, as well as the moderate
deceleration observed during 2015
in the pace of economic growth

in emerging countries, the main
consumers of this raw material,
are some of the factors that explain
the behaviour of ail prices, which
has had a paositive impact on

the economies of countries

that must impaort most of their

oil consumption, as is the

case of Spain.

The evolution of the price
of oil marked the behaviour
of the international
economic environment.

(_)

Thus, the preliminary report on the
latest quarterly Gross Domestic
Product data (GDP] published by
the National Institute of Statistics
estimates that the Spanish
economy will grow by 3.2% in
2015, exceeding the forecasts that
had been made far this year, and
consolidating the recovery trend
already noted in 2014.

For yet another year, domestic
demand has been the engine of
growth, driven not only by the effect
of the low cost of oil, but also due
to the bringing forward, in July
2015, of tax relief announced by the
government for 2016 and, above
all, by the progressive improvement
of net job creation recorded
throughout 2015. This fiscal year
has ended with 525,100 mare jobs
than a year ago, an increase in the
employment rate of 3% which has
also reduced the unemployment
rate by 3 points, to place itin
December 2015 at 20.9%, the
lowest level since 2011,

reees € D
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SPANISH GDP
2015

32

INCREASE

DOMESTIC
DEMAND

for yet another year,
this has been the
engine of growth,
driven by the effect
of the low cost of oil,
the bringing forward
of tax relief and

the improvement

in net job creation
recorded in 2015.
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In 2015, energy consumption
in Spaln recovered a positive
growth rate and broke the
downward trend of the last

four years.

In this recovery scenario, energy
consumption in Spain in 2015
resumed the positive growth rates
not seen since 2010, although more
maoderate than those of GOP values.
Thus, the final energy consumption,
with the data available until August
2015, grew by 1.4% over the

first eight months of 2014, while
the increase in consumption of
electricity in 2015, after factaring

in seasanal and working patterns,
was 1.5%.

This loss of correlation between
energy and economic growth that
has been observed for some years
is the result of, on the one hand, the
progressive transformation from

a production model predominantly
industrial towards a less intensive
more technological economy in
energy consumption. On the other,
is the result of the progress in the
implementation of energy efficiency
and savings measures caonsistent
with the ohjectives of the Spanish
and European energy palicy to
achieve a sustainable energy model
and to combat climate change.

The firm commitment of the

European Union to the energy targets
and the fight against climate change,

reaffirmed by the European Council
in October 2014 with the setting
of new specific targets for 2030

ELECTRICTY

CONSUMPTION

IN SPAIN

INCREASED
BY

0

/o

After having
factored in

seasonal and

working
patterns

18

(40% reduction in emissions
compared to 1990, a 27% share of
renewables in the final consumption
of energy, 27% energy saving
compared to consumption forecasts
and 15% of interconnection capacity
between member countries),
received a new impetus in February
2015 with the publication by the
European Commission of the EU’s
‘Third Energy Package'

To encourage and facilitate the
achievement of these ohjectives,
this new legislative package attaches
great importance to increasing
interconnection capacity between
member countries, including a
specific strategy to ensure the full
integration of the internal electricity
market. This package requires a
great and renewed political impetus,
at a European level, involving both
the authorities of the countries that
are connected and the Community
authaorities.
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Anaother relevant milestane of the
international energy scenario in
2015 was the global agreement to
curb global warming reached in the
21st UN Climate Change Conference
held in Paris in December 2015. This
agreement, the first of consensus

in all summits, incarpaorates the
objective that the average increase
in global temperature by the end of
the century be less than 2° C abave
that of the pre-industrial era, by
establishing the commitments for
the 195 signatory countries, maost
demanding for developed countries,
which should lead the emission
reduction efforts.

The European Union 'Third Energy * Achieve a fully-integrated European
Package' of the European Commission energy market.

defined a new strategic framework to
achieve the communitarian objectives
of European energy policy, based on
five pillars: + Decarbonise the economy.

* Promote energy efficiency as a
means of moderating demand.

* Reduce dependency and increase
energy solidarity.

* Increase research, innovation and
competitiveness.

Mare on the regulatory aspects in the
Consolidated Annual Accounts.

reees € D
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In 2015, the regulatory reform
was concluded with the approval
of the unit values of investment
and operation and maintenance
of transmission facilities.

The Spanish energy regulation,
fully identified with the objectives
of EU energy policy, was approved
during 2015. Among its most
important provisions, the first
tender for the promation of new
renewahle generation with specific
remuneration, and the Royal
Decree on the auto-consumption
of electricity, with which the reform
process of the electricity sector
regulation undertaken by the
Gavernment in 2013 is practically
closed.

During the two years of
implementation of this new
regulatary framework, revenues

in the electricity sector have
exceeded costs, meaning the
deficit problem of structural tariffs,
whose elimination was one of the
priority objectives of the reform,

no longer exists.

Focusing on regulatory aspects
directly related to Red Eléctrica
during 2015:

- Ministerial Order IET / 2659
of 12/12/2015 was published,
approving the unit values of
investment and operation and
maintenance of transmission
facilities and the regulatory useful
life of these facilities. The approval
of this Ministerial Order represents
the coming into farce of the
new remuneration methodaology
established in RD 1047/2013.

- In relation to its functions in
non-peninsular electricity systems,
the transference of the Chira-Saria
reversible pumped-storage power
station project in Gran Canaria to
Red Eléctrica, as system operator,
was executed in accordance with
Order IET / 728/2014 of 28 April.


http://www.ree.es/en/publications/annual-accounts-2015

®

LETTER FROM THE

CHAIRMAN AND THE CHIEF

EXECUTIVE OFFICER

©

KEY PERFORMANCE
INDICATORS

D

01. THE COMPANY

02.
STRATEGY

@

03. CORPORATE
GOVERNANCE

AV

@

04. MANAGEMENT
APPROACH

@

05. SUSTAINABLE
ENERGY

®

06. CREATION
OF VALUE

&

07. EMPLOYEES

@

o
®
)
o
o
m
il
=

@

09. DIALOGUE
WITH
STAKEHOLDERS

=)
=
m

10. T
ENVIRONMENT

>
=z
=
m
x
m
n

Corporate Responsibility Report 2015

Key
strategies

Development
of the TSO activity

The main activity of Red Eléctrica
is linked to its status as sole
transmission agent and operator
of the Spanish electricity system.
Therefare, the main strategy of
the Company is based on the
development of an increasingly
meshed and robust transmission

grid that is better interconnected and

in its contribution, as a key element
in the functioning of the electricity
system, to make the challenge of
sustainable development a reality
through the integration of renewable
energy and promoting projects
aimed at energy efficiency and
innavation.

Although logically the future of the
electricity sector will be defined

by the main players in the sectar, it
is a priority that Red Eléctrica adopt
a strategic positioning ta strengthen
its position as Spanish TSO and to
defend its position both nationally
and at a European level.

Execution of
the Plan in 2015

+ Approval of the Energy Planning
2015-2020 by the Council of Ministers.

* Closing of the regulatory reform
following the approval of the remaining
aspects for the definition of the new
remuneration framework for the
electricity transmission activity in Spain.

* The coming into full operation of the
interconnection with France through

the Eastern Pyrenees, a project that
has represented a major technological
challenge and that doubles the
exchange capacity with the European
system.

+ Commissioning of the first submarine

cable of the Majorca-Ibiza link to
strengthen the electricity integration
of the Balearic Islands and guarantee
the reliability of the supply.

The Strategic Plan continues
IS based on the continuous
development of the key role

as Spanish TS0, consolidating

our position both nationally
and at a European level.

(_)
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SO
DEVELOPMENT

4

INFRASTRUCTURE
PLANNING

2015-2020
APPROVED

In 2015

KEY
STRATEGY

develop an
increasingly
meshed and robust
transmission

grid that is better
interconnected to
contribute to the
efficient functioning
of the electricity
system.
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Efficiency

The strategic Plan seeks to
imprave current levels of efficiency,
which represents promoting
management and corporate
culture, focused mainly on the
aptimisation of construction and

maintenance activities [the greatest

economic and financial impact]
and continuous improvement at

an operational and process level.
Obtaining greater efficiency helps
to mitigate the impact of the
declining profitability of new
investments, according to the new
remuneration model, generating
value through improved operating
margins.

Execution of
the Plan in 2015

+ Optimisation of financing through the * Defining a framework for relations
repurchase of bonds. between the Group’s companies and

the different management areas

of Red Eléctrica in order to build the

pillars of growth and the diversification

of the Group.

* Refinancing REDESUR through a bond
issue in Peru.

Expansion of the business base

The current economic and energy
context brings with it a lower growth
scenario linked to Company’s

main activity, which means

having to consider expanding the
business hase both in Spain and
internationally, to boaost the growth
trend over the upcoming years in
the following areas:

- Telecommunications: after
the transfer and commercial
exploitation of the dark fibre optic
network of ADIF, Red Eléctrica has
become the neutral operator of
reference in Spain for dark fibre.

- Energy storage: an increase in
energy starage capacity on the

islands, mainly via pumped-storage,

as a tool available to the system
operatar, will enable a better
integration of renewahles and

at the same time provide more
security for the electricity system.

- International: the
internationalisation process is
based on our knowledge regarding
the management and operatiaon
of electricity transmission grids
and is conceived with a vocation
of lang-term presence in low risk
countries and stable regulatory
environments.

Execution of
the Plan in 2015

* Creation of Red Eléctrica + Concession contract awarded
Infraestructuras de Telecomunicaciones to Red Eléctrica Internacional for
(REINTEL), whose activity is focused the 220 kV Azangaro-Juliaca-Puno
on the leasing of dark fibre optic line and the Montalvo-Los Héroes
networks and points of presence. lines in Peru.

* Setting up of Red Eléctrica
Infraestructuras en Canarias
(REINCAN), that will manage the
construction of facilities aimed in the construction and operation
at energy storage in the Canary of the Mejillones-Cardones line
Islands, such as the project for the in Chile.

Chira-Soria pumped-storage hydro
power station.

* Acquisition of 50% of the share
capital of Transmisora Eléctrica
del Norte (TEN), to participate
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Transversal
strategies
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Excellence and corporate responsibility

At an excellence level, we must
maintain the current benchmark
in the execution of our activities,
while focussing our effarts on

the active management of our
reputation and corporate brand
and strengthening communication
with stakeholders. We seek to

do this while maintaining the
objective to consaolidate ourselves

as a sustainable company,
through ethical management
and a commitment to society
with a focus on excellence and
responsibility in the development
of our activity.

Execution of -
the Plan in 2015 '

* Incorporation into the Dow Jones * Appointment of a new CEO, separation
Sustainability World and Europe of the roles of Chairman of the Board
Indexes. of Directors and Chief Executive Officer

) ) of the Company.
* Implementation of the Sustainable

Mobility Plan. * Renewal of the EFQM European

Seal of Excellence 500+, with a score
in excess of 700 points, consolidating
Red Eléctrica among the leading
companies both at a national and
European level.

* Approval of the Action Plan for
Climate Change 2015-2020.

Innovation

Innovation as a transversal
strategy implies a cultural change,
which is not limited only to the
activity of R&D+i. Therefore,
innovation is presented with

a greater scope, being an integral
part of the operational process

and that promotes technological
innovation as a lever far growth
that will respond to the great
challenges of the future.

Execution of
the Planin 2015

* Undertaking of 76 technologically + Completion of the ESP-Lider project
innovative projects aimed at increasing (redirection of current flows) of
system efficiency and the integration the INNPACTO programme and its
of renewable energies. installation in Torres de Segre available

) ) for system operation.
* New Innovation and Technological

Development Plan 2016-2019.
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People

People are the cornerstone

on which the whole strategy is
built, and are those that enable the
proposed objectives to be achieved.
Red Eléctrica is committed to
establishing a healthy warking

SIGNIFICANT PROGRESS IN

enviranment conducive to the
arganisation of wark and well-
being of employees, allowing the
optimisation of resources.

the Strategic Plan 2014-2019 X(
X

- GOALS 2014-2019
SOLID GROWTH IN

" CONSOLIDATED ACTIVITIES """ X(O)

ed.1hn

Investment in the
Transmission Grid

LTJ EBTON RATIO)
MARGIN ZZHUBPS. ERITDA 3.5)(

£903m

+1|][]BPSJ—(3.5X]

€q75m

Investment in the dark
fibre optic network

Executionof ...

the Plan in 2015

* Definition of a healthy workplace

model that establishes the general
principles and guidelines for the
promotion of health, safety and the
well-being of employees.

* Creation of banks of employee

potential and boosting the quality

ADDITIONAL GROWTH
S INNEWACTIVITIES e

TP £ T

NET BEBT

Average

(6.9

GROWTH
IN EPS

[CAGR in 5_6
the period)] % ------ .

of the associated programmes
in collaboration with prestigious
business schools.

* Implementation of the LideraT

training programme for the
management team.

IN FIVEYEARS

the plan foresees
investments for

an amount of
4,575 million euros
that will allow the
Company to achieve
solid growthin
consolidated
activities and
further growth

in new activities.
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Good
governance

From the outset, Red Eléctrica
has maintained a constant and
firm commitment to adopting best
caorporate governance practices.

This is made possible not only

by complying with the applicahble
legal regulations and the

most widespread national and
international recommendations an
the subject, but also by voluntarily
implementing a series of measures
and initiatives that are targeted

at the core of the most important
issues regarding good governance
of the Company, and which most
concern and are demanded by
shareholders, investors and

the markets.

Noteworthy actions in 2015

+ Separation of the positions of Chairman
of the Board and Chief Executive Officer
(CEO).

+ Approval by the Shareholders’ Meeting
of the remuneration policy for board
members for a period of 3 years.

©)
m

olo[o
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Internal governance regulations
31st December 2015

* Code of Ethics.
+ Corporate By-laws.

* Regulations of the General
Shareholders’ Meeting.

* Regulations of the Board of Directors.

« Internal Code of Conduct on the
Securities Market.

+ Consolidation of the position of
leadership of Red Eléctrica in the
IBEX 35 in relation to gender diversity
on the Board of Directors.

* Reincorporation of Red Eléctrica into
the Dow Jones Sustainability Indexes
(DJSI) with a high score regarding
corporate governance.

* Design and implementation of
dissemination and communication
actions for stakeholders regarding
corporate governance.

+ Adaptation of the corporate regulations
to the new legislation regarding
corporate governance.

* Procedure on proxies, voting and
information by remote means.

* Operating Rules of the Shareholder
Electronic Forum.

« Succession Plan for the Chairman
of the Company.

« Corporate Governance Policy.

REMUNERATION
POLICY FOR
BOARD
MEMBERS

APPROVED FOR
A PERIOD OF

THREE

YEARS
By the
Ordinary General

Shareholders’
Meeting 2015

DJsi

Reincorporation

in 2015 into the

Dow Jones
Sustainahility Index,
achieving a high score
regarding corporate
governance.
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CORPORATE
SHAREHOLDING
STRUCTURE

As at 31st December 2015, the
Company's share capital was
comprised of 135,270,000 fully
subscribed and paid-up shares
belonging to a single class and
series, each with a par value of two
euros, represented by book entries
and listed on the four Spanish
stock exchanges.

NUMBER
OF SHARES

135,270,000

The entry into force of Law 17/2007,
of 4 July, introduced a series of
legal limitations on participation
and voting rights applicable to

the Company's sharehalders,

with the aim of guaranteeing the
independence of the Company
vis-a-vis all other electricity sectar
activities and agents.

In this regard, the following limits
were established:

+ Any individual or legal entity may
hold shares in the Company,
provided that the sum of their
direct and indirect interests in
the Company’s capital does not
exceed 5% of the capital and they

SHARE CAPITAL

270,540,000

EUROS

do not hold more than 3% of the
voting rights.

- Parties that engage in activities
in the electricity sector, and those
individuals or legal entities that
directly aor indirectly hald mare than
5% of its capital, may not exercise
more than 1% of the voting rights
in the Company.

- The special regime for the State
Industrial Holding Company (SEPI)
is maintained, whereby it must hold
at least ten percent (10 %) of the
share capital in all cases.

In 2015, the equity of the

Company was comprised of a 20%
shareholding owned by SEPI, with the
remaining 80% being free float.

SHAREHOLDER

STRUCTURE [64-ECy)

20 SEPI
65 Foreign Institutions
5 Spanish Institutions

10 Minority Shareholders

SEPI: State Owned Industrial Holding Company.
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RED ELECTRICA
SHAREHOLDING

20%

OWNED BY SEPI

80%

FREE FLOAT

PO

69
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GENERAL
SHAREHOLDERS’
MEETING

The General Shareholders’ Meeting
represents all of the shareholders,
and exercises the duties assigned
to it as the governance body of

the Company. The rules on the
arganisation and functioning of the
General Shareholders’ Meeting are
set out in the Carporate By-laws
(Articles 11 through 18 inclusive) and
in the Regulations of the General
Sharehalders’ Meeting.

Guarantees and rights

of attendance

These are regulated in Red

Eléctrica’s Corporate By-laws and

in the Regulations of the General
Sharehalders’ Meeting. The maost
relevant aspects related to the rights
of attendance, representation and the
right to information are the following:

+ No minimum number of shares
required to attend the Meeting.

- Representation at the Meeting
by any person, withaut having
to be a shareholder.

+ Separate voting on each matter
submitted for approval at the
Meeting.

28

AVERAGE - External audit of the management PERCENTAGE OF
PERCENTAGE OF processes of the Ordinary General ATTENDEES AT THE
VOTES Shareholders’ Meeting. ORDINARY GENERAL
SHAREHOLDERS’
- Vote certification. MEETING
Transparency E 57.3
and participation oo c61
The Company pays special attention
to the right to information, as reflected "= 576
in Article 15 of the Corporate By-laws 61.9
and in the Regulations of the General o 66.1
Shareholders’ Meeting, which also
. facilitates the maximum participation % over share capital.
tyﬂ of shareholders. Some of the key
mechanisms are: - Live broadcast of the Meeting
TlmEF'f\\lg%lli%\?AFL via Internet, with simultaneous
OF AGREEMENTS - Implementation of the electronic translation in English and sign

In the Annual

vating system at the General
Shareholders’ Meeting since 2005.

language in Spanish.

%rdinar;/ - Shareholders’ Electronic Forum.
Shari?rirIZers’ - Section on the corporate website
Meeting 2015 with complete information - Dissemination via social networks.

regarding the Meeting.

- Shareholders and investors office.

@ ONE ONE
In the ‘General Shareholders’ Meeting’ EQUAL s HAR E VUTE

subsectiufntr?f the Cur;)toratethjtvernance RIGHTS FOR
p | SHAREHOLDERS

(_)



http://www.ree.es/en/corporate-governance/annual-general-shareholders-meeting
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BOARD OF DIRECTORS
(64-38]

The Board of Directors
administers, manages and
represents the Company,

without prejudice to the powers
that correspond to the General
Shareholders’ Meeting. It carries
out its activity according to the
rules of organisation and operation
contained in the Corporate By-laws
and the Regulations of the Board.

The respansibilities of the Board
of Directors can be summarised
as follows:

- Appraval of the general policies
and strategies of the Company
and the Group.

* Decisions on the remuneration
of board members, financial
reparting, strategic investments
(except those that correspond to
the General Meeting), the creation
ar participation in special purpose
entities or those registered
in tax havens and autharisation
of related-party transactions.

- Annual assessment of the quality
and efficiency of the Board and the
perfarmance of its Committees.

Balance of powers

Red Electrica establishes in its
Corporate Governance Policy the
essential principle to preserve

an adequate balance and
proportionality in the powers
inherent to the Board of Directors’
structure and compositian, by
adopting the necessary measures
to enable action with unity of
purpose and impartiality, pursuing
the interest of the Company and
its shareholders, as well as the
sustainahility of the Company.

Separation of the positions

of the Chairman of the

Board of Directors and

the Chief Executive Officer
(CED] [G4-39)

Responding to the commitment
undertaken by the Company at the
General Shareholders’ Meeting held
in April 2012, and its commitment
to best international practices in
corporate governance, the Board
of Directors of Red Eléctrica
submitted the separation of the
positions of the Chairman of the
Board and the CEO of the Company,
as well as the appaintment of

Juan Lasala Bernad as executive

SEPARATION
OF POSITIONS

In 2015, the
separation of
the positions
of the Chairman
of the Board
and the Chief
Executive
Officer was
concluded.

REDUCED AND BALANCED BOARD

NUMBER AND TYPE
OF DIRECTOR

2  Executive
3 External nominee directors

7  Independent directors

(_)

ree.es

board member, for approval of the
General Sharehalders' Meeting at
extraordinary session held on

17 July 2015 and convened solely
for this purpose. Both proposals
received a favourable vate of 99%
of shareholders, with an attendance
figure of 58%. The Board of
Directars at its meeting on 28 July
2015, appointed Juan Lasala Bernad
as the new CEO of the Company.

DIVERSITY ON THE BOARD
FEMALE BOARD

MEMBERS

s D 17
2014 45.5
2013 364
IBEX 35 : '

AVERAGE (1 135

(1) Source: CNMV. 2014 data.

< >
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A transition period has been
established that will culminate

at the Annual Ordinary General
Sharehaolders’ Meeting in 2018,

with the full separation of the duties
between the Chairman of the Board
and the Chief Executive Officer. As
of said Meeting, the Chairman of the
Board of Directars shall be attributed
exclusively the responsibilities
inherent to said position.

Until the Annual Ordinary General
Shareholders’ Meeting 2016, the
Chairman shall maintain his current
executive powers, focusing his
efforts on managing, supporting
and fostering the transfer of
executive powers to the new CEO

in order for said transfer to take
place in a rational and organised
manner during the transition phase.
Therefare, the CEO will take on
executive duties as of the date

of his appointment.

Moreover, the figure of the
independent lead director created
in 2013 remains unchanged. This
figure along with the responsibilities
assigned ta it, is recognised by
shareholders and proxy advisors as
an effective corporate governance
practice.

BOARD
OF DIRECTORS

WOMEN

0

%o
LEADERS

IN THE IBEX 35

THE DOCUMENTATION

concerning the
outcome of the
Extraordinary General
Shareholders’

Meeting 17 July

2015 can be found

in the 'Corporate
Governance' section of
the corporate website:
WWW.TEE.ES.

30

The process for the

separation of powers vested

in the Chairman and CEO will
culminate in the Ordinary General
Shareholders’ Meeting 2016.

AUDIT COMMITTEE

The Audit Committee is assigned,
amang other functians, those of
providing suppaort to the Board in its
role as monitor of the process for
the drafting of financial information,
internal control of the Company

and independence of the external
auditor. It also monitors compliance
with the legal provisions and internal
regulations and those relating to the
shareholders of the Company along
with those powers which the Board
of Directors expressly attributes

to said Committee.

During 2015, the Committee held

11 meetings, with no absences or
delegation of powers by its members
having been registered.

APPOINTMENTS
AND REMUNERATION
COMMITTEE

This Committee has powers
assigned to it regarding the
appointment and removal of board
members and senior executives,
their remuneration, their fulfilment
of their duties of administrators and
their respect for the principles and
rules of corporate governance and
the Carpaorate Respansibility Policy.
In addition, on an annual basis, it
prepares a specific report on gender
diversity that is submitted to the
Board for their approval.

During 2015, the Committee held
14 meetings, with no absences
ar delegation of powers by its
members having been registered.
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AS AT 31st DECEMBER 2015
EXECUTIVE CHAIRMAN EXTERNAL NOMINEE EXTERNAL INDEPENDENT DIRECTORS
DIRECTORS (SEPI)
M? Angeles
Fernando Amador Millan
Fernandez Member of the H
Méndez Appointments Antonio
de Andés and Remuneration Gomez
Member Committee Ciria
of the Audit Member of
Committee the Audit
Paloma Committee
CHIEF EXECUTIVE OFFICER Santiago Sendin
g
Lanzusla de Caceres
. Member
Juan Marina of the Audit
Member Committee
Lasala of the Audit
Bernad Committee
Carmen Gomez
José Angel de Barreda Tous de
g Monsalve
Partearroyo :
Martin Chairwoman of the
a Appointments and
Member of the Remuneration Committee and
Appointments and Independent Lead Director
Remuneration
Committee (1)
Maria José
Garcia Beato
Member of the
Appointments
and Remuneration
Committee ., .
José Luis
3 Feito
@ Rafael Socorro ngl;Erluela
H A alrman
On the structure and composition of the Board quma Fernandez of the Audit
of Directors in the Annual Corporate Governance de DIEgU Larrea Committee
Report 2015 in the ‘Corporate Governance' Non-Board Member of the
section of the corporate website. Director Appointments

(1) Appointed as member of the Appointments
and Remuneration Committee on 26/01/16.

and Remuneration

< >
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DELEGATION OF
ECONOMIC, SOCIAL AND
ENVIRONMENTAL MATTERS
[G4-34, G4-35, G4-38, G4-L42)

The policy of the Board is to
delegate the general management
of the Company and of Red Eléctrica
de Espafia, S.A.U., to the executive
bodies and the management team
of the Company and of Red Eléctrica
de Spain, S.A.U., and focuses its
activity on the general supervision
and approval of the essential
guidelines for action.

On this basis, the Corporate
Economics and Finance Division

is conferred overall responsihility
for economic matters, while
responsibilities regarding social
and environmental issues are
distributed amaong the Assistant
Corporate Director to the CEO and
the areas responsible for Carparate
Resources, Corporate Management
of Sustainability, Innovation and
Institutional Coardination.

The directors of these divisions are
part of the Executive Committee,
chaired by the Chief Executive
Officer, as well as the Management
Committee, headed by the Chairman
of the Board, which ensure dialogue
with the Board of Directors. In
addition, they are permanently
available to the Board to report on
matters within the scope of their
responsibilities.

DIALOGUE BETWEEN
STAKEHOLDERS AND
THE HIGHEST
GOVERNANCE BODY
(64-37, G4-43, G4-50)

One of the principles underlying
the Corpaorate Governance Policy
of Red Eléctrica and that serves as
a benchmark for the perfarmance
of the Company in its relations with
its stakehalders is: to consolidate,
develop and nurture symmetrical
mechanisms of dialogue and
engagement with shareholders,
investars and key stakehaolders

to improve relationships, increase
commitment and strengthen

their confidence.

BOARD OF
DIRECTORS

SUPERVISION AND
APPROVAL OF

~ ESSENTIAL
GUIDELINES

STAKEHOLDERS

Red Eléctrica, as

part of the Corporate
Governance Policy,
encourages dialogue
with shareholders,
investors and key
stakeholders in order
to improve relations
and foster their
commitment and trust.

32

In application of this principle,

Red Electrica strives to fulfil

the demands of institutional
shareholders, given their noteworthy
presence in the Company’s
shareholding, as well as the maost
relevant proxy advisars and other
stakeholders, in order to improve
its relationship with them, increase
cammitment and strengthen their
trust, without prejudice to the
guarantees of equal treatment
enjoyed by other shareholders.

Similarly, in application of this
principle, Red Eléctrica undertakes
the commitment to provide its
shareholders homogeneous and
systematised information that
communicates the corporate
environmental, social and good
governance ohbjectives that are part
of the Company’s social interest.
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Besides the direct communication
channels indicated in the
Transparency and Participation
section, on page 28 of this

report, and detailed in the Annual
Corporate Governance Report
2015 and in the Regulations of the
Board (Articles 42-47], the Board
of Directors has access to other
consultation mechanisms with
stakeholders among which the
following are noteworthy:

- Consultation and grievance system
of the Code of Ethics.

« Social representation/committees.
- Stakeholder satisfaction repaorts.

- DIGAME Service.

During 2015, there have not been
any relevant issues regarding

said channels that would require
submission to the Board. [G4-50]

ANNUAL GENERAL

SHAREHOLDERS'’
MEETING

APPOINTS,
REMOVES
AND RATIFIES
MEMBERS OF THE

BOARD

OF DIRECTORS

SELECTION OF
BOARD MEMBERS

Regulated in the
Corporate Bylaws
and the Regulations
of the Board, and
itis the Nomination
and Remuneration
Committee which
adopts the relevant
role in the process.

SELECTION OF BOARD
DIRECTORS
(G4-40)

The system used for the selection,
appointment and re-election

of members of the Board of
Directars is expressly governed

by the Corporate By-laws and the
Regulations of the Board.

Red Eléctrica’s Corporate Governance
Policy applies the principle of
ensuring that appropriate procedures
exist to select Board directaors,
guaranteeing a reasonable balance
and diversity within the Board of
Directars in order to adequately
perform its tasks.

Mareaver, there is a general matrix
of competencies for the evaluation
of candidates participating in the
selection process. The procedure
takes into account any competences,
experience, professionalism,
suitability, gender, impartiality,
knowledge, qualities, ahilities and
availahility of the members of the
Board of Directors at all times, and
the Appaintments and Remuneration
Committee plays a relevant rale in
the process.

33

The appointment and remaoval

of directors and the ratification,
where appropriate, of the
appointments previously carried out
by co-optation, corresponds to the
General Shareholders’ Meeting.

CONFLICT OF INTERESTS
(GA-41)

Regarding the Board members,
Article 32 of the Regulations of

the Board establishes the possible
conflict of interests and procedures
to be followed in such conflicts.
Furthermore, the Corporate
Gavernance Annual Repart 2015
details the mechanisms put

in place to detect and resolve
possible conflicts of interests
between Red Eléctrica and its Board
directors, managers and relevant
shareholders.
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ASSESSMENT OF
THE COMPETENCIES
AND PERFORMANCE
OF THE BOARD
(64-43, G4-44)

For years now, Red Eléctrica has
been applying the principle of
conducting an annual assessment
of the operation and perfarmance
of the Board of Directors, the
Chairman of the Board and Chief
Executive Officer of the Company
and the Board’s Committees,
ensuring that support is received
from independent external
advisors. The process is carried

out under the management of the
Appaointments and Remuneration
Committee in coordination with the
lead independent director, and a
summary of its main conclusions
is voluntarily included in the Annual
Corporate Governance Report.

In terms of knowledge development,

Article 24 of the Regulations of the
Board of Red Eléctrica estahlishes
that the Company will have an
information programme that
provides new directars sufficient
knowledge about the Company

and its corporate governance rules,
and shall also offer pragrammes for
directaors to update their knowledge
when circumstances deem it
appropriate.

Red Eléctrica maintains

a Board remuneration policy
based on moderation and
which is incentive in nature,
but its total amount does not
condition the independence
of the board member.

Periodically, internal information
programmes on national and

international trends in corporate
governance may be established.

One of the tools that has
contributed to increasing the
efficiency of the Board and its
Committees has been the Intranet
of the Board Directors, in which
relevant infarmation is published,
such as the meeting minutes

of the Board and its Committees,
as well as carparate information
of interest regarding economic,
social and environmental matters,
amang other things.

REMUNERATION
OF THE BOARD
[64-51, G4-52, G4-53)

The remuneration of the Board was
approved by a majority at the Annual
Ordinary General Shareholders’
Meeting 2015. Regarding the
remuneration of the Board of
Directors for the year 2015, the
concepts and their amounts have
remained the same as in 2014.

34

BOARD
OF DIRECTORS

REMUNERATION

O
o

FIXED

REMUNERATION
IS ESTABLISHED
COMPARED TO
THE VARIABLE
REMUNERATION
OF EXECUTIVE

BOARD MEMBERS

In 2015




LETTER FROM THE

CHAIRMAN AND THE CHIEF

EXECUTIVE OFFICER

KEY PERFORMANCE
INDICATORS

D

01. THE COMPANY

®

02. STRATEGY

03

GOVERNANCE

AV

@

04. MANAGEMENT
ROACH

©

05. SUSTAINABLE
ENERGY

®

06. CREATION
OF VALUE

&

07. EMPLOYEES

o
=
%)
o
o
m
il
<

09. DIALOGUE
WITH
STAKEHOLDERS

10. THE
ENVIRONMENT

>
=z
=
m
x
m
0

Corporate Responsibility Report 2015

reees € D

Principles of the
remuneration policy

The Remuneration Policy of Board
members, approved by the Annual
Ordinary General Sharehalders’
Meeting held on 15 April 2015,

is based on the fallowing general
principles:

- Balance and moderation.

+ Alignment with practices
demanded by sharehalders and
investors.

+ Transparency.

« Voluntary submission of any
decision regarding remuneration
for approval of the General
Shareholders’ Meeting.

+ Alignment with the remuneration
established in comparable
companies.

Regarding the remuneration of
executive board members in 2015,
the following principles have been
established:

« Alignment of the remuneration
policy for executive board
members with company strategy.

+ Maintaining a reasonable balance
between the various components
of fixed and variable remuneration
reflecting adequate risk-taking
combined with the achievement
of defined objectives linked to
sustainable value creation.

< Among the objectives linked
to variable remuneration
gualitative metrics related to
corporate respansibility projects
(Environmental, Social and
Governance - ESG] of the Red
Eléctrica Group are included.

Other principles applicable to the

remuneration of the members of the

Board of Directors are those:
- Related to effective dedication.

- Linked to the respaonsibility and
the development of their duties
as board members.

- Regarding the absence of variable
remuneration components in the
interest of its total independence
from the remuneration of
executive board members and
the management team.

- Incentive in nature, but its total
amount does not condition the
independence of the board.

Detailed information regarding the remuneration of the Board can be

found in the Annual Report on the Remuneration of Board Members, the
proposal to amend the remuneration policy for Board members and the
proposed resolutions on the annual remuneration of the Board of Directors
for 2016. These will be submitted for approval by the Ordinary General
Shareholders' Meeting of Red Eléctrica to be held in 2016, as separate items
on the agenda. All this information is available in the ‘Corporate Governance’

section of the corporate website.
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BOARD MEMBERS
AND MANAGEMEN

REMUNERATION

INCORPORATES

ESG

CRITERIA

Environmental,
social and corporate
governance



®

LETTER FROM THE

CHAIRMAN AND THE CHIEF &

EXECUTIVE OFFICER

KEY PERFORMANCE
INDICATORS

D

01. THE COMPANY

®

02. STRATEGY

03.
GOVERNANCE

AV

S

04. MANAGEMENT
APPROACH

©

05. SUSTAINABLE
ENERGY

®

06. CREATION
OF VALUE

&

07. EMPLOYEES

o
=
%)
o
o
m
il
<

09. DIALOGUE
WITH
STAKEHOLDERS

&)

10. THE
ENVIRONMENT

>
=z
=
m
x
m
0

(&)

Corporate Responsibility Report 2015

reees € D

Risk

management (64-14)

The Red Eléctrica Group has a
Comprehensive Risk Management
System established whose objective
is to ensure that the risks, which
could affect the strategies and
objectives of the Company, are
systematically identified, assessed,
managed and controlled with
uniform criteria and within the
established risk limits, so as to
facilitate the fulfilment of the
Group’s strategies and ohjectives.

COMPREHENSIVE RISK
MANAGEMENT POLICY

This system has a Comprehensive
Risk Management Palicy and

a General Procedure for the
comprehensive contral and
management of risks, approved
respectively by the Board of
Directors and the Management
Committee, which are based on
the Comprehensive Framework

for Corporate Risk Management
COSO Il (Committee of Sponsoring
Organisations of the Treadway
Commission]. In addition, the
comprehensive risk management
system conforms to the 1ISO 31000
standard on principles and guidelines
an risk management.

In the Risk Policy different
categories of risk are identified,
their acceptable level is set and
guidelines are established for
their management.

The Risk Policy identifies the
different risk categories, defines
the risk level that the Company
cansiders acceptable and sets out
the action guidelines to manage and
mitigate said risks. In September
2015, the Palicy for the contral
and management of tax risks

was integrated into this palicy,
incarporating action guidelines for
the management and mitigation
of these risks.

This palicy is fully aligned with
the Strategic Plan of the Group
and is available on the corporate
website in the 'Corporate
Governance' section.

PROCEDURE FOR

THE COMPREHENSIVE
MANAGEMENT AND
CONTROL OF RISKS

This procedure regulates

the process of identification,
assessment and management of
significant risks which the Group
faces. This process is undertaken
in order to ensure that different

36

COMPREHENSIVE
RISK

MANAGEMENT
SYSTEM

ACCORDING
TOTHE

1SO
31000

STANDARD

On principles
and guidelines
regarding risk
management

IN2015

the tax risks control
management Policy
was incorporated into
the comprehensive
risk management
systemin line with
the Strategic Plan

of the Company.
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levels of responsibility of the Group
understand and appreciate the
risks that threaten the activities,
processes and projects, and that
their management takes them into
account, and is carried out within
the set risk tolerance limits.

ORGANISATIONAL
STRUCTURE

The Risk Policy and Procedure
define the different responsibilities
of the governing bodies and those
of each of the organisational units,
as well as the flow of information
and the activities to be undertaken
by the various bodies (see
arganisational chart].

The risk management system is
camprehensive, to the extent that all
units of the Group and the different
governing bodies participate in it,
within a systematised management
process, in accordance with the
guidelines and criteria established
in the Procedure and Policy for
camprehensive risk management
and control.

reees £ D
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RISK MANAGEMENT ORGANISATIONAL DIAGRAM

(G4-45, G4-46, G4-47)

+ Approve the Policy for the
control and management

of risks of the Group

+ Regular monitoring of control,
prevention and information
systems (at least twice a year).

INFORMATION

* Support organisational units
of the Group to ensure
compliance with the risk policy.

* Management of the periodic «
process for the identification,

analysis and control of risks.

* Analyse and secure the
flow of information on material
risks to the bodies responsible
for their control (Board of
Directors, Audit Committee
and Management Committee).

Board of directors
Audit committee

Management
committee

NZRZN

Internal Audit
and Risk Control
Department

<+

Organisational
units responsible
for processes or

projects

GUIDELINES

>

* Promote the implementation

of the risk policy.

* Monitor the risk map and

agree on appropriate courses
of action to facilitate the
achievement of the overall
objectives.

 Comply with the principles

of the risk policy.

* Identify and manage material

risks that may affect the
activities and processes
managed.

* Incorporate a culture for the

identification and prevention
of risks in the processes
managed.

* Manage the processes and

activities according to the risk
profile established.
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MANAGEMENT SYSTEM
(G4-2)

The risk management system

of the Red Eléctrica Group defines
a methodaology for determining the
level of acceptable risk. This level
of acceptable risk (or risk tolerance]
is established both at an individual
level, for each risk, and globally.

Acceptable risk

at an individual level

Risk assessment is performed based
on two parameters: the probability
of the risk occurring and the

impact on the Company should it
materialise.

The probahility of occurrence is
classified into four levels according
to a specific probabhility distribution
by type of risk: low, medium, high
and very high.

RISK LEVEL

MEASUREMENT
PARAMETERS

PROBABILITY OF
OCCURANCE AND

IMPACT

RISK
ASSESSMENT

The risks are
assessed in
terms of impact
on the electricity
supply, strategies,
reputation and the
income statement.

As for the impact, risks are
assessed in terms of the effect their
materialisation can have on four
key business elements:

« The electricity supply. This is
measured by the Energy Not
Supplied (ENS) that would result
in the possible event taking place.

+ The achievement of the essential
strategies. Degree of impact on
the achievement of the essential
strategies.

- Reputation. Degree of impact on
the reputation (geographical scope,
duration and reparability].

+ The income statement. Effect on
the income before carporate tax.

For each of these four elements,
the Red Electrica Group has defined
a table with five levels of effect or
impact. In the case of the electricity
supply and the income statement,
quantification is quantitative

[(MWh and euros], while in the case
of the essential strategies and
reputation this is qualitative.

38

The combhination of these two
parameters (probability and impact]
automatically determines the

risk level, this may be low, medium
ar high.

The tolerance level defined by the
Red Electrica Group only considers
admissible those risks whose
assessment, according to the above
matrix, is cansidered of low value.
Accaording to the risk policy, any

risk that exceeds this permissible
level, should be the target of actions
to achieve said valug, in as far as
the risk be manageable and the
management costs are proportionate
to the effect of the risk avoided.

Acceptable risk

at a global level

During 2015, waork continued on
determining the overall level of
acceptable risk that the Group is
willing to accept far each of the four
types of impacts already mentioned:
electricity supply, Group strategies,
reputation and the income
statement.
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Also, an aggregation methodology is
being developed for determining the
level of aggregate risk, based on the
assessment of the individual risks.

This level of acceptable risk will
be submitted to different contrast
tests before being presented to
Board of Directars for approval.

RESPONSE AND
MONITORING PLANS

In the process of identification,
analysis, assessment and cantral
of risks, referred to previously,

the actions required are estahblished
to reduce the degree of risk to an
acceptable level.

For the monitoring of risks, the
current risk management system
includes the monitoring of aver
500 action plans that seek to
reduce the level of risk, and more
than 300 indicators to manitor
their progress.

Moreover, the processes of the
Group incorporate elements

to mitigate or reduce the related
risks. These processes have been
integrated into management

RISK

MONITORING

MORE THAN

200

ACTION
PLANS AND

300

CONTROL
INDICATORS

Regarding
its evolution

¢

systems structured accarding to
international standards (SO 9001,
IS0 14001 and OHSAS 18001,
amaong others), which are submitted
to internal and systematic external
audits, adaptation of design and
compliance, and that incorporate
control aspects carresponding

to the objectives to be met.

In addition, Red Eléctrica has
several contingency plans that
regulate crisis situations that could
occur in the case of electrical
incidents (to ensure security of
supply), or any other incident

that may affect the environment,
peaple, the operational aspects

39

of the Company, the availability
of its systems, business results,
ar any other events that could
have an impact on the Company's
reputation.

Complementary to that already
stated, notewaorthy is that in
2007, Red Eléctrica initiated a
project for the alignment, review
and improvement of its System
of Internal Control over Financial
Reporting [ICFR], with the basic
aim of aobtaining impravements
in efficiency and the security

of processes far the drafting of
economic and financial information
of the Company, adopting in

a voluntary and early manner,
international best practices.

The process of identification,
analysis, assessment and
control of risks establishes
the actions necessary to
reduce the degree of risk

to an acceptable level.

%
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RISK STRUCTURE
(G4-2)

The principal business of the Red
Eléctrica Group is the transmission
of electricity and operation of the
electricity system in Spain, which
are regulated activities, in so far as
they are critical to the security and
continuity of the electricity supply
and are carried out on under a
regime of exclusivity.

This classification as a regulated
activity affects both the setting

of revenues and the environment
and conditions in which it has to
undertake its principal activities.

RISK
STRUCTURE

In this context it is important to
highlight the following due to their
impaortance and relevance: the
regulatory and operational risks,

as well as others which are common
to the undertaking of economic and
business activities.

@

Electricity 41
system operations I

Corporate
security — 17

TS0
regulation

Environmental and
occupational health and safety

Financial
and counterparty

Foreign -
business

Other .
regulation

Telecommunications ‘.
business

Other
operational risks

15

PR i i,
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Risk types of the Red Eléctrica Group

REGULATORY RISKS

Risks derived from possible changes

to the legal framework regulating the
activity, which could affect its revenues
and/or costs, either directly or through
the introduction of new requirements
and conditions for the carrying out

of this activity.

OPERATIONAL RISKS

Risks caused by the failure of processes,
personnel, equipment or internal systems
or due to external events. The criticality
of the functions performed by the Red
Eléctrica Group make it possible for
these risks to have widespread social

and economic importance.

FINANCIAL AND COUNTERPARTY RISKS

Risks arising from capital management
and debt transactions made through
companies of the Group. This category
also includes market risks and liquidity.

OTHER RISKS

Risks arising from the relevance
acquired by new businesses developed
by the Red Eléctrica Group as of 2015.

* Regulation as Spanish TSO.
* Other regulation: tax risk
and environmental regulation.

* Operational: that may affect the proper
functioning of the transmission grid and
the operation of the electricity system.

+ Corporate security: security of facilities

and cybersecurity.

Environment and occupational health

and safety of people: respect for the

natural environment and the special
importance of security and safety

in the activities undertaken.

+ Other operational risks: that may affect
other processes of the Group. In this
category criminal risks are considered.

* Increased cost of equipment and
raw materials.
* Increased interest rates and changes
in exchange rates.
+ Conditions of access to financial markets.
+ Coverage of accidents.

* Risks associated with the
telecommunications business relating
to the management and operation
of the dark fibre network.

* Risks from foreign business concerning
investments in Peru and Chile.
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MATERIALISED
RISKS IN 2015

The facilities of the transmission
grid are exposed, permanently,
to operational events that might
affect the continuity and security
of the electricity supply.

During 2015, there were events
whose consequences represented

power autages of minar impartance.

In general, these events were
caused by third parties and by
extreme weather conditions.

Given these events, the control
systems waorked properly, as
evidenced by the peninsular
transmission grid availability
rate which in 2015 was 97.93%
(pravisianal figure), close to the
rate [98.2%] obtained in 2014.

The Company also has insurance
policies that limit the potential
impact of these events on the
income statement.

OBJECTIVES
2015

* Improved definition of
acceptable risk level globally
and development of a new
dashboard of risk indicators.

+ Updating the analysis of
criminal risks of the legal
entity.

« Identification, analysis
and risk assessment
of the construction
and management of
pumped-storage facilities
in the Canary Islands
granted by Law to Red
Eléctrica.

RESULTS
2015

* Progress in determining the
global level of acceptable risk
of the Red Eléctrica Group.

+ Updating the analysis and
assessment of criminal risks
and their inclusion in the risk
map of the Group.

* Identification, analysis
and assessment of the
risks associated with the
construction and management
of the Chira-Soria pumped-
storage hydro power station
and its incorporation into
the risk map.

The bottom-up analysis of
risks has been complemented
with a top-down analysis
carried out by the Senior
Management of the Group.

* Progress in the development
of a methodology to determine
the level of aggregate risk.

* Progress in improving the
assessment of the degree
of effectiveness of the
action plans.

CHALLENGES
2016

* Improvement of
communication
mechanisms of new
risks and relevant events.

* Development of the risk
analysis methodology in the
management of projects.

+ Adaptation of risk
management processes to
the requirements of the new
versions of the ISO 9001 and
14001 standards.

ree.es
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KEY PERFORMANCE

Main Risks of the Red Eléctrica Group at present (G4-45)

D

RISK DESCRIPTION MAIN MANAGEMENT ASPECTS

01. THE COMPANY

REGULATORY RISKS AS TSO

@ RISK OF CHANGES * Risk of regulatory changes occurring * Dialogue with the Regulator.
[ TO THE ELECTRICITY that could have a negative impact * Presentation of proposals to the Regulator.
' SYSTEM REGULATION on the activities related to transmission
and system operation.
03. — OTHER REGULATORY RISKS
GOVERNANCE
OTHER REGULATORY * Tax risks. + Adherence to the Code of Good Tax Practices.
RISKS « Changes in environmental + Setting up of the tax strategy of the Red Eléctrica Group.

o : regulation. * Incorporation of Tax Risk Policy into the Comprehensive Risk Management Policy of the Group.
: + Adaptation to the legislation related to climate change.

@

04. MANAGEMENT

APPROACH OPERATIONAL RISK OF THE ELECTRICITY SYSTEM

RISK RELATED TO POWER * Risk of a breakdown/fault occurring * Emergency equipment and procedures.
&2 OUTAGES AND THE EVACUATION in the facilities that may significantly + Periodic inspections of equipment and systems.
05 SUSTAINABLE E OF GENERATION impact on the electricity system, * Preventive and predictive maintenance programmes.
ENERGY : causing power outages on the Spanish * Renovation and improvement plans for facilities.
: peninsula or the islands. * Improvement of grid meshing and increase in the construction of facilities to deal with

the Electricity Infrastructures Plan approved by the State.
+ Contracting insurance policies to cover possible damages that can be derived from an incident.

®

06. CREATION * Contingency plans.
RISKS ASSOCIATED * Human errors in the coordination + Strengthening of the transmission grid in certain areas where the situation is precarious.
@ WITH THE OPERATION or configuration of equipment. * Power service restoration plans.
OF THE SYSTEM * Malfunction of telecommunications. * Renovation and improvement of facilities plan.
07. EMPLOYEES . . .
+ Failure of computer systems that * Improvement of the telecommunication systems.
support the activity. * Implementation of security mechanisms in the IT information systems used.

* Ongoing training of operators.
* Contingency plans.

CORPORATE SECURITY RISKS

o
=
%)
o
o
m
il
<

: RISKS THAT MAY AFFECT * Impact on security in facilities * Security systems in facilities.
09. WTLSCUE THE SECURITY OF FACILITIES (substations, control centres, * Permanent vigilance services.
STAKEHOLDERS : buildings, etc.) such as vandalism, + Contact with the Civil Guard and National Police.
: sabotage, theft, terrorism, etc. + Corporate Security Management Model.

+ Consultation and collaboration with the CNPIC (The National Centre for Critical
Infrastructure Protection).
+ Operator Security Plan (OSP) and Specific Protection Plans (SPP).

‘®

10. T
ENVIRONMENT

(Continued on next page]
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Main Risks of the Red Eléctrica Group at present (G4-45)

DESCRIPTION

(Continued from previous page)

MAIN MANAGEMENT ASPECTS

RISK RELATED
TO CYBERSECURITY

+ Non-availability of systems
* Unauthorised access to specific
IT applications.

* Fire walls and anti-intrusion systems

* Antivirus systems

* Increase in the security of access requirements

+ Mechanisms for the detection of incidents

* Software updates

* Hacking simulations

* Training and awareness programmes.

+ Corporate Security Management Model.

« Consultation and collaboration with the CNPIC (The National Centre for Critical Infrastructure Protection).
+ Development of the Operator Security Plan (OSP) and Specific Protection Plans (SPP).
* Action guide in the event of cyber incidents.

RISKS ASSOCIATED TO THE ENVIRONMENT AND THE HEALTH AND SAFETY OF STAFF

RISKS OF IMPACT
ON THE ENVIRONMENT

* Impact on flora.

* Impact on fauna.

+ Contamination of soil.

* Impact on archaeological heritage.
* Risk of fires.

* Application of strict environmental criteria in all phases of planning, development and maintenance
of facilities.

* Environmental supervision of construction works.

* Biodiversity strategy and actions.

* Development of research projects and fire prevention plans.

* Projects for birdlife conservation.

+ Environmental training courses for field staff.

* Environmental awareness of suppliers.

+ Environmental supervision of construction works.

* Implementation of Environmental Work Certification.

* Establishment of collaboration agreements in the field of environmental protection
with all the Autonomous Communities.

* Fire protection plans.

+ Contingency plans.

* Internal environmental audits.

RISKS DERIVED
FROM CLIMATE CHANGE
(B4-EC2)

« Reduction in rainfall.

* Increase in temperatures.

+ Changes in wind currents.

* Impacts on structural elements due
to wind, ice, electrical discharges
(lightning) etc.

* Alteration in the properties
of the conductors.

« Erosion around the foundations
of the towers and the towers
themselves.

+ Climate change strategy.

* Voluntary Agreement for the comprehensive management of SF6 in the electricity industry, among
the Ministry of Agriculture, Food and Environment, equipment manufacturers (AFBEL), UNESA,
REE and waste management companies.

* Internal audits of the SF6 management process.

+ Development of system operation tools (CECRE).

+ Construction of new transmission lines for the evacuation of renewable energy.

* Strengthening of international interconnections.

- Development of demand-side management initiatives (interruptibility service, measures to achieve
a more efficient consumption profile, and initiatives for the implementation of the electric vehicle).

+ Development of research and innovation projects: new technologies and technical solutions
for efficient system management, new tools for emergency situations, smart demand-side
management, energy storage.

(Continued on next page]
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Main Risks of the Red Eléctrica Group at present (G4-45)

DESCRIPTION

(Continued from previous page)

MAIN MANAGEMENT ASPECTS

RISKS RELATED
TO MANAGEMENT
AND EMPLOYEES

OTHER OPERATIONAL RISKS

« Lack of motivation and competencies
of staff to reach the Company
objectives.

* Fraud and corruption.

* Workplace accident rate.

+ Adaptation of occupational health
and safety risk prevention.

+ Development programmes for experts and directors.

* Work-life balance policy and implementation of a management system.

* Recruitment of young employees with potential.

+ Maintenance and improvement of the structured risk prevention system in accordance with the
OHSAS 18001 standard.

+ SA8000, EFR1000 certifications and internal audits.

* Implementation of the Code of Ethics, the grievance system and audits.

* Applying the staff appraisal system.

+ Technical Procedures for the organisation of safety.

+ General procedure for accident management and incidents.

* Operational Group regarding Prevention.

OTHER OPERATIONAL
RISKS

* Failure of the processes associated with
certain activities of the Group such as
engineering, construction, procurement,
human resources, etc.

FINANCIAL AND COUNTERPARTY RISKS

+ Controls implemented in each process.
+ Specific action plans.
+ Contingency plans.

RISK OF INCREASED COSTS
OF EQUIPMENT AND RAW
MATERIALS

* The control of the price of equipment
and raw materials is a key part of the
management of the construction
and maintenance activities.

* Promote competition.

* Increase normalisation and standardisation.
+ Drafting of turnkey contracts.

* Use of hedging mechanisms.

RISK OF INCREASE
IN THE INTEREST RATES

* Variations in interest rates that may
detract from that contemplated in the
Strategic Plans of the Company.

* Periodic reviews of the interest rates and their impact on the accounts.
* Maintenance of the fixed/variable percentages of the financial structure.
+ Development of a financial risk policy and mechanisms for its management and control.

UNFAVOURABLE VARIATIONS
IN EXCHANGE RATES

* Although the part of the business
managed in non-euro currencies is not
very significant, unfavourable variations in
exchange rates may have a negative impact.

+ Establishing hedging mechanisms for transactions performed in non-euro currencies.
* Development of a Financial Risk Policy and mechanisms for its management and control.

RISK OF TIGHTENING
OF THE CONDITIONS
REGARDING THE ACCESS
TO FINANCIAL MARKETS

* Negative development of different
macroeconomic variables, affecting
financial markets, status of the euro
and sovereign debt rating.

+ Contracting of long-term financing with public funding institutions.
+ Establishment of new financing mechanisms.
* Monitoring of possible situations that may imply a reduction in the rating of the Company.

INADEQUATE COVERAGE
WHEN FACED WITH A CLAIM

« Insufficient coverage when faced with
a significant increase in claims made
against the Company.

* Loss of solvency of the reinsurance
company.

* Provisioning.
* Ongoing monitoring of the level of claims.
* Reinsurance risk.

(Continued on next page]
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Main Risks of the Red Eléctrica Group at present [G4-45) (Gontinued from previous page]

RISK DESCRIPTION MAIN MANAGEMENT ASPECTS

TELECOMMUNICATIONS BUSINESS RISKS

RISKS THAT CAN AFFECT * Operational and business risks * Monitoring the quality of service provided.
THE BUSINESS related to the telecommunications * Monitoring the portfolio of clients.
business.

FOREIGN BUSINESS RISKS

RISKS TO FOREIGN  Regulatory and operational risks * Maintaining good relationships with agencies and organisations where the subsidiaries are located.
SUBSIDIARIES of foreign subsidiaries. * High quality standards in the services offered.

* Monitoring of regulatory developments and economic evolution.

+ Monitoring of the projects undertaken by subsidiaries.

RISKS THAT MAY EMERGE IN THE FUTURE

UNCERTAINTY IN THE DEVELOPMENT * Regulatory changes with an impact * Active participation in ENTSO-E.

OF THE EUROPEAN REGULATORY on the activities of Red Eléctrica. * Increased role in international forums.

FRAMEWORK + Communication with the European regulator.

MAJOR ENVIRONMENTAL * Delays or increased costs in the * Communication plan of the environmental and social activity.
AND SOCIAL DEMANDS IN PROJECTS execution of projects. * Maintain relationships with relevant institutions.
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Integrity model

of the Red Electrica GFUUD (G4-DMA, B4-56, G4-57)

Red Eléctrica considers ethics,
integrity and transparency as
fundamental pillars for the good
operation of the business. This
involves acting with the utmost
integrity in the fulfilment of the
obligations and duties entrusted

to the Company, as well as in the
relationships with and commitments
to its stakeholders.

To do this, Red Eléctrica has a
number of rules of conduct that
establish caorpaorate values and

NTEGRITY
MODEL

Criminal
risk
prevention
programme

Code of
Ethics

Guide for the
Prevention
of Corruption

perfarmance criteria that must
be undertaken by all people within
the Company in the execution of
their professional activities.

CODE OF ETHICS

The Code of Ethics of the Red
Eléctrica Group aims to provide

an ethical guide for managers and
employees of the companies of the
Red Eléctrica Group, setting out the
values and commitments that should
govern the performance of their
activity within the Company.

Supplier
Code
of Conduct

The current edition of the Code

of Ethics of the Red Eléctrica

Group was appraved by the Board
of Directors on 28 May 2013 with
the aim of taking an board the
requirements of stakeholders

and the recommendations of the
international organisations of
repute in this field, among which
the following are noteworthy: United
Nations Organisation, the European
Unian, the Organisation for Economic
Cooperation and Bevelopment and
international organisations such as
Transparency International or the
ETNOR Foundation, amangst others.

Plan to encourage awareness
During 2015, wark continued

an the execution of the plan for
raising awareness regarding ethical
management; a plan that was
launched in 2013 after the approval
of the current edition of the Code
of Ethics. Within the framework of
this plan, a series of brainstorming
sessions and discussions were held
in all work centres of the Company,
aimed at impraoving knowledge of the
ethics management system.
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CODE OF ETHICS
RED ELECTRICA

THE LATEST
EDITION

APPROVED

Ethics Guide for
managers and
employees of the
Group

RECOGNITION

Maximum score

in the Code of
Ethics/Compliance/
Corruption and
Bribery section

of the Dow Jones
Sustainahility
Index (DJSI).
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These sessions include the WHISTLE
participation of the Ethics Manager BLOWING CHANNEL
and Stakeholder Ombudsman of Red CORPORATE
Eléctrica. [G4-S04) WEBSITE
SUPPLIER CODE

OF CONDUCT

(G4-DMA, G4-S04)

Red Eléctrica has a specific code for

its suppliers in which stresses the IN 2015

compliance with respect for human
rights, equality and the integration of
people with disabilities and supplier
compliance with the requirements
regarding the environment and
accupational health and safety in
the procurement of products or
services required by the Company,
whether they are carried out directly
ar through other companies.

ENQUIRIES MADE
TO THE ETHICS
MANAGER

The figure of the Ethics
Manager was created to ensure
managers and employees were
aware of the Code of Ethics, its
implementation and the need
to comply with it.

(_)

ETHICS MANAGER

To ensure understanding,
implementation and enforcement

of the Code of Ethics, Red Eléctrica
appointed Rafael Garcia de Diegg,
General Counsel and Secretary of the
Board of Directors, as Ethics Manager
and Stakeholder Ombudsman. The
responsibilities of the Ethics Manager
are the following:

- Resolve enquiries and advise all
stakeholders regarding any doubts
in relation to the values and
commitments contained in the
Code of Ethics.

- Institute proceedings regarding
grievances through the verification
and investigation of the conduct
of those employees or
arganisational units repaorted.

- Develop action plans to resolve
the grievances reported and submit
them for approval by the Chairman
of Red Eléctrica Group or the
Chairperson of the Audit Committee
if it affects any member of the
Management Committee.

- Keep an updated record on the
process (enquiries, grievances,
procedures and communications
with interested parties).
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- Keep claimant abreast on the
status and resolution of enquiries
ar grievances, when required.

- Draft a periodic report on the
review of the reporting system
and propose actions to improve
the management system.

* Maintain at all times the
confidentiality of the claimant,
unless legally required to disclose
this information.

- Carry out the functions
assigned under the principles of
independence, rigour and fairness.

WHISTLE-BLOWING
CHANNEL

(GA4-DMA, G4-57, G4-58,
G4-HR12, G4-LA16, G4-S011)

To promote the application of

the Code of Ethics, Red Eléctrica
has a whistle-blowing channel,
available on the corporate wehbsite,
through which enquiries, grievances
ar suggestions can be conveyed

to the Ethics Manager. This channel
has been audited and guarantees
the confidentiality of those using
this channel.

In addition, Red Eléctrica has
another channel for reparting non-
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compliance, grievances, enquiries
and suggestions regarding ethical
matters through its Stakeholder
Attention Centre DIGAME, in order
to provide a reporting channel for
requests fram external stakehaolders
who are not aware of the whistle-
blowing channel. This service will
transfer to the Ethics Manager the
requests received, preserving their
canfidentiality.

In 2015, 27 enquiries were received
by the Ethics Manager through

the whistle-blowing channel,

with a maximum resolution period
of 10 days.

Consultations received have referred
to the following areas of conduct:

+ Responsible monitaring of the
management of suppliers.

- Adequate handling of confidential
information.

- Protection and use of facilities
and equipment of the Organisation.

- Limitation on the acceptance
of gifts, loans or invitations.

+ Respect, integrity, accountahility
and transparency within the
arganisation.

In 2015, three grievances were
received regarding compliance with
the Code of Ethics, two of which were
resolved during the year and one was
in the processing stage at year-end
2015. A more accurate account of
these grievances can be found in

the Annual Executive Report on the
Management of the Code of Ethics
published in the annex to this report.
(G4-LA16, G4-S09)

CRIMINAL RISK
PREVENTION

Red Eléctrica has a Criminal Risk
Prevention Programme that aims

to identify the rules, procedures and
tools established within the Group
to prevent the breaching of the legal
rules that carry criminal implications
applicable to the Company and its
staff, and to adapt it to the new
regulatary environment. Therefare,
in addition to the already existing
risk control exercised by the Red
Eléctrica Group, the scope now
incorporates the management and
prevention of criminal risks that
could affect the Company according
to their activity and business sector,
in compliance with the Spanish
Criminal Code.

CRIMINAL RISK
PREVENTION

PROGRAMME

 APPROVED
é IN 2011

AND HAS
A CONTROL BODY

DiGAME
ATTENTION
CENTRE

Provides access to
ethical questions and
suggestions from
external stakeholders,
and passes them to
the Ethics Manager
for processing

whilst maintaining
confidentiality.

reees € D
4s

This programme, approved by

the Board of Directors of the Red
Eléctrica Group at its meeting on 24
November 2011, has a control body
that monitors its compliance and
undertakes specific measures to
ensure it is adequately updated and
implemented. In addition, it regularly
reparts ta the Audit Committee

on the actions taken, proposed
improvements, updates implemented,
agreed measures as well as any other
aspect cansidered relevant in the
performance of their duties.

This bady is composed of the
following members:

- The Ethics Manager.

- A representative of the Internal
Audit and Risk Control Bepartment.

- A representative of the Human
Resources Organisation and
Planning Department.

- Arepresentative of the Legal
Department.
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This body reports to the Internal
Audit and Risk Control Department,
responsible for monitoring
compliance of the contral measures
regarding criminal risk, as well as

to the Legal Department.

Also, the Ethics Manager informs
the Control and Monitoring Body
about grievances received, that
may have a passible criminal law
implication. This body guarantees
the confidentiality of all information
received, in the same way as the
Ethics Manager does. In 2015,

the Ethics Manager received no
grievance about infringements
related to criminal risks and none
of the companies of the Group has
been investigated or canvicted

of infringements related to the
criminal risks of the organisation.

PREVENTION OF

Actions 2015
(64-S04)

* Launch of the new Legal Compliance
System.

* Dissemination Programme for
criminal risk prevention of the Red
Eléctrica Group through the corporate
website.

* Criminal Risk Prevention Audit.

CORRUPTION

GUIDE

APPROVED

BY THE BOARD
OF DIRECTORS

PREVENTION
OF CORRUPTION
[G4-DMA)

The Code of Ethics and the
corresponding management system
for queries and grievances, in
which aspects related to the fight
against corruption are included,
are an effective mechanism for the
detection and handling of possible
cases of carruption and fraud.
Gavernance bodies, employees
and suppliers of Red Electrica
accept the Code of Ethics and,
where applicable, the Code of
Conduct for suppliers of the
arganisation as a whaole.

In addition, in 2015 the Board of

Directars approved the Guide for

the Prevention of corruption that
develops corporate values and

49

behavioural patterns contained

in the Code of Ethics related to the
main manifestations of caorruption.
All people of the Red Eléctrica Group
are obliged to know and accept

the contents of this guide and
review their behaviour based on

the principles, commitments and
contrals established. [G4-S04)

As a complement to the
aforementioned, with a specific
character, the processes caonsidered
susceptible ta the risk of carruption
and fraud are regularly monitored
through internal audits using the
risk prevention programmes for
fraud and criminal risk prevention
as a basis, and in which specific
controls regarding these risks are
incorporated. In 2015, 100% of

the divisions/departments of Red
Eléctrica de Espafia have heen

All members of the Group are obliged

to know and accept the contents of

the Guide for the prevention of corruption
and to act on its principles.

(_)
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The Internal Control over
Financial Reporting (ICFR)
system includes controls
associated to risks
regarding the inappropriate

use of assets.

audited regarding the various risks
related to corruption; no risks were
identified in said audits. [G4-S03,
64-S05]

Additionally, the processes of

Red Eléctrica are integrated in
structured systems in compliance
with the international benchmark
standards (ISO 9001, IS0 14001
and OHSAS 18001) and their design
includes contrals to mitigate or
reduce the main risks associated
thereto.

In addition to these processes, the
Company has an Internal Control over
Financial Reporting [ICFR] system in
place, which includes controls aver
the risks regarding the inappropriate

use of assets and intentional errors
in the financial statements, whose
independent assurance report is

included in the annex to this Report.

In 2015, in accordance with the
guidelines an conduct contained
in the Code of Ethics, in which the
contribution to political parties

or organisations is prohibited,

no donations, grants or loans

Actions 2015

+ Approval of the Guide for the Prevention
of Corruption: zero tolerance.

+ Assignment to the unit responsible
for the legal compliance of the
competencies relating to the application
and interpretation of the Guide for the
prevention of corruption. Similarly, the
appropriate grievances, as a result of
possible breaches of the commitments
contained within the Guide, may be
submitted to the unit in question.

to paolitical parties or palitical
arganisations have been provided
on behalf of the Group.

HUMAN RIGHTS
[64-DMA)

The activities of Red Eléctrica

are carried out in conformance
with the principles and guidelines
contained in its Corporate Sacial
Responsibility Policy and in a
manner compatible with the values
and commitments established in
the Code of Ethics.

When drafting the Corporate

Sacial Responsibility Palicy, Red
Eléctrica has kept in mind the

OECD Guidelines for Multinational
Enterprises, as well as the Tripartite
declaration of principles concerning
multinational enterprises and
sacial policy drafted by the ILO
[International Labour Organisation).
In this manner, the Corporate Social
Responsibility Policy contains

an explicit commitment to

Human Rights.

reees € D
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INTERNAL

AUDITS
2015

CONDUCTED ON

100

OF THE
DEPARTMENTS
OF REE

No risk was
detected related
to corruption



LETTER FROM THE

CHAIRMAN AND THE CHIEF &

EXECUTIVE OFFICER

KEY PERFORMANCE
INDICATORS

D

01. THE COMPANY

®

02. STRATEGY

03

GOVERNANCE

AV

S

04. MANAGEMENT
APPROACH

©

05. SUSTAINABLE
ENERGY

®

06. CREATION
OF VALUE

07. EMPLOYEES

o
©
o
o
m
=

09. DIALOGUE
WITH
STAKEHOLDERS

10. THE

NT

m
=
<
o
(=]
=
=

ANNEXES

Corporate Responsibility Report 2015

reees € D

Similarly, the Code of Ethics,

which determines the guidelines
for behaviour to be followed by all
emplayees, establishes respect for
human rights as a binding principle.

It should also be noted that since
2002, Red Eléctrica has been

a founding member of the Spanish
Netwark of the UN Global Compact,
which implies drafting an annual
progress report that sets out and
details the actions that represent
advances in the Company’s
commitment to the Ten Principles.

The Company has performed an
internal assessment of the degree
of alignment of its practices with the
U.N. Guiding Principles on Business
and Human Rights. In order to delve
further into the aspects that were
detected in this assessment and
may require action, the Company
continues to work on developing

an action plan.

SPANISH
NETWORK OF

THE UN GLOBAL
COMPACT

®)

Uz

RED ELECTRICA
FOUNDING

- MEMBER

IN 2015

Red Eléctrica
participated in

the Human Rights
Working Group of the
Spanish Netwaork of
the UN Global Compact.
The goal is to design

a practical tool to
implement the Guiding
principles into the
Spanish business fabric.

As an example, in 2015 a project
was undertaken aimed at identifying
risks from the perspective of
carporate respansibility (including
aspects related to human rights)
associated with supplies, in order
to establish the requirements

to be fulfilled by the suppliers of
Red Eléctrica. In addition, social
audits an suppliers have continued
to be conducted, through which
the degree of compliance with

the requirements covered by the
Code of Conduct for suppliers is
evaluated, among which includes
the commitment to fundamental
human rights.

In addition, the Company has
participated in the Human Rights
Waorking Group and Companies

of the Spanish Netwark of the UN
Global Compact, aimed at designing
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a practical toaol to facilitate the
implementation of the Guiding
Principles into the Spanish
business fabric.

Similarly, the level of perfarmance
of Red Eléctrica is audited according
to standards that govern aspects
related to respect for human rights
in business, such as SA8000,

e SR10, the EFR (certificates
renewed in 2015] and the healthy
warkplace model, certified for the
first time this year.

In order to meet the requirements
of the standards, all work centres
have to be visited in each
certification cycle of three years.
Thus, in 2015 the head offices and
the building in Palma de Mallorca
was audited by AENOR, which means
that two of the four workplaces
with business activity have been
visited (50%), and in two of the
eight regional offices [the Balearic
Islands zone and the Northern
zane), representing 25% of the
total. (G4-HRY]



MANAGEMENT
APPROACH

ooooooooooo
eeeeeeeeeeeee
sustainability




@

LETTER FROM THE

CHAIRMAN AND THE CHIEF

EXECUTIVE OFFICER

©

KEY PERFORMANCE
INDICATORS

D

01. THE COMPANY

®

02. STRATEGY

@

03. CORPORATE
GOVERNANCE

04.
MANAGEMENT e
APPROACH

@

05. SUSTAINABLE
ENERCGY

®

06. CREATION
OF VALUE

&

07. EMPLOYEES

®

o
©
)
o
o
m
i
<

09. DIALOGUE

=@
:
T

STAKEHOLDERS

o
-
s
m

ENVIRONMENT

>
=
=
m
x
m
0

reees € D

Corporate Responsihility Report 2015

OUR CORPORATE
RESPONSIBILITY MODEL

53

1. STRATEGIC
APPROACH

The Strategic Plan of the Red Eléctrica
Group includes corpaorate respansibility
as a key actian.

Approved by the Board
of Directors

5. MONITORING
AND EVALUATION

Definition of the toaols necessary
for evaluating the implementation
and execution of the Corporate
Respansibility Plan.

Dashboard and internal
and external audits

A sustainable,
ethical
and responsible
company

CORPORATE
RESPONSIBILITY

PROGRAMME

Fulfilment linked
to a management
objective

4. ANNUAL
PROGRAMME

Projects defined according to the course
of action established in the Corporate
Responsibility Plan.

Approved by the Corporate Responsibility
Committee

93 % fulfilment of annual programme

(—)

2. CORPORATE

RESPONSIBILITY
POLICY

Establishes the principles and guidelines
regarding corporate respansibility.

Approved by the Board
of Directors

3. CORPORATE

RESPONSIBILITY
PLAN

Action framewark that integrates all
initiatives in this area and estahlishes the
course of action for the next three years.
Approved by the Appointments and
Remunerations Committee of the Board
of Directors
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Commitment

to sustainability

For Red Eléctrica, corporate
responsibility is part of the
Company’s corporate culture and
provides the framework for all

its activities in order to carry out
its mission as operator and sale
transmission agent of the Spanish
electricity system.

The Strategic Plan 2014-2019 of the
Red Eléctrica Group, approved by
the Board of Directors, establishes

a management approach based
an best practices in corporate
responsihility as a carnerstone.

In the execution of this strategy,
Red Eléctrica acts as a sustainable
and ethical company, committed
to saciety.

THE QUEST
FOR EXCELLENCE

The commitment of Red Eléctrica
to excellence in management is

evidenced through its Excellence and

Quality Policy, and its inclusion as

ane of the transversal strategies
of the Strategic Plan of the Company.

In 1999, Red Electrica implemented
the EFQM (European Foundation for
Quality Management] excellence
management madel. In 2015,

Red Eléctrica renewed the EFQM
European Seal of Excellence 500+,
with a score in excess of 700 points,
consolidating the Company among
the leading national and European
companies.

Red Eléctrica’s Strategic Plan includes
excellence as a transversal strategy

through a business management
model that is sustainable, ethical

and committed to society.

(_)
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EXCELLENCE

MANAGEMENT
MODEL

SINCE 1999

EFQM

European
Foundation
for Quality

Management

RED ELECTRICA
RENEWS THE EFQM
EUROPEAN SEAL OF
EXCELLENCE 500+

with a score in excess
of 700 points, placing
Red Eléctrica among
the leading companies
both nationally and
ata European level.
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The excellence management
system is established an a
process-based management
approach. In 2015, an alignment
matrix between the key actions

of the Strategic Plan 2014-2019
and the Company’s key processes
was drafted. Furthermare, as an
important part of the maonitoring of
the management, in 2015, the sixth
edition of the Internal Customer
Satisfaction Survey (ESCI], which
has been conducted every three
years since 2001, measures the
degree of satisfaction in relation

to processes.

In 1994, Red Eléctrica began to
implement quality management
systems for its processes based
an international standards, which
led to the first certifications of the
key activities of the organisation
in 1996. Since 2000, the Company
has had a certified system that
encaompasses all processes of the
arganisation. In 2015, it conducted
the fourth comprehensive audit

of all certified corpaorate
management systems.

CORPORATE
RESPONSIBILITY

PLAN

2014 2016

Structured
on five scopes
of management

@

In the ‘Responsible management
model’ subsection of the
‘Sustainability’ section of the
corporate website.

THE MANAGEMENT OF
CORPORATE RESPONSIBILITY

Red Eléctrica’s commitment to
sustainable development is set outin
its Corporate Responsibility Policy.

In 2015, the Board of Directors
approved the review of said palicy,
which incorpaorates the Company’s
updated commitments related

AREAS OF ACTION OF

reees £ D
55

ta the challenge of contributing
to a sustainable energy future.

The development of this
commitment is instrumented
through a multi-year plan which
establishes the medium-term
framework faor action in the field
of corporate responsibility. The
Corporate Responsihility Plan
2014-2016 was appraoved in 2014.

Corporate Responsibility

© Suppliers

Regulatory Q
bodies &£ %

Environment

S

Employees

ol
ooc
environsn?;ir?tl ED@ Employees

EXCELLENCE AND
responsibility

W | Business
sector

Our
Clients
and
agents of
the sector

Corporate

governance

business
and ethics,
M Shareholders

h(] and investors

ODJ% Opmlon '

generators
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This plan is structured into five
areas of management that allow the
Company to work in a coordinated
manner to fulfil its commitments.

An overall objective has been
defined for each of the areas

of corporate respaonsibility.

The fulfilment of each objective is
deployed through specific courses
of action, in which all areas of the
Company are invalved.

Based on these courses of action,

a corporate responsihility
programme is defined each year
that includes the most significant
projects that contribute substantially
to achieving the objectives set out in
the Plan. In 2015, for the first time,
the fulfilment of this programme
was incorporated as a management
objective, with impact on the
remuneration of the workforce.

This programme had an averall
fulfilment of 93%.

The set of actions carried out
under the Corporate Respaonsibility
Plan in 2015 are reflected
throughout this report.

The management system is
evaluated systematically with
various toals to assess the progress
of the commitments, ohjectives and
projects established.

Internally, the Company has a
corporate responsibility dashboard,
in which the main management
performance indicators are
established.

In addition, the management
system is periodically submitted

to internal audits. The executive
report included in the annex to this
report contains the results of the
latest audit, conducted in 2015.
Externally, Red Eléctrica is certified
under the international standard
IQNet SR10 (Social Respaonsibility
Management System] and SA8000.
Alignment with these standards is
evaluated annually through external
audits. In 2015, the Company met
the requirements established for
retaining both certifications.

CORPORATE
REPONSIBILITY

PROGRAMME

OVERALL
FULFILMENT OF

%

IN 2015

Red Eléctrica
renewed the
SAB000 and
SR10 certificates
following the
comprehensive
external audit of
the management
systems.

56

ORGANISATIONAL
STRUCTURE

The organisational structure for

the management and supervision
of corparate respansibility
coammitments in Red Eléctrica has
the invalvement of the highest
levels of decision making in the
Company and the involvement of all
management areas of the Company.
In 2015, within the framework of
arganisational changes, the structure
was strengthened with the creation
of the Corporate Sustainahility,
Innovation and Institutional
Coordination Department.

On the next page is an arganisational
diagram outlining the governance
and management bodies and their
main functions.
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01. THE COMPANY

®

02. STRATEGY * Approve the Corporate Responsibility
policy.

@

03. CORPORATE

COVERNANCE : * Propose and promote the policy.
04 Vi, * Monitor the implementation of the
MANAGEMENT — policy and periodically assess progress
APPROACH and results.

+ Approve an annual management report
of corporate responsibility, escalated
to the Board.

@

05. SUSTAINABLE
ENERCGY

®

06. CREATION
OF VALUE .

* Ensure the development and ongoing
improvement of systems, structures,
plans and projects of the management

system.

&

07. EMPLOYEES
* Advise the Company on matters related
to corporate responsibility.

®

* Define and design the activities and
structural elements of the management
model.

o
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o
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* Design and monitor the corporate

03. DIALOGUE : responsibility plans and programmes
STAKEHOLDERS : agreed with the various organisational
units.

®

Board
of Directors

Appointments

and Remuneration

Committee

GUIDELINES

Corporate
Management

of Sustainabhility,
Innovation and
Institutional
Coordination

ree.es

Corporate
Responsibility
Committee
(Managers of

the main areas of
CR management)

6 sessions held in
2015 with an average
attendance of 84%

INFORMATION

Organisational
units
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* Propose the principles and guidelines
of corporate responsibility.

* Guarantee the establishment of
a management system and promote
certifications that ensure its efficient
implementation.

* Approve the corporate responsibility
plans and programmes.

* Collaborate in the implementation
of the corporate responsibility
management model and support the
integration and participation of internal
and external collaborators.

* Develop its activities and projects
in accordance with the corporate
responsibility principles and guidelines.

- J
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SUSTAINABILITY
INDEXES

During 2015 Red Eléctrica’s
presence in the main sustainability
indexes was confirmed. Amang
them, noteworthy is the inclusion

in the Dow Jones Sustainability
World and Dow Jones Sustainability
Europe indices with a score of 88
out of 100, which places the
Company only one paoint behind

the sector leader.

As a result of this excellent result,
in January 2016 Red Eléctrica

received the RobecoSAM 'Gold Class'

distinction of the Sustainability
Yearbook 2016.

Red Eléctrica has been ranked

just one point from the

industry leader in the Dow

Jones Sustainability Index and

in January 2016 it received

the RobecoSAM 'Gold Class'
distinction of the 'Sustainability
Yearbook 2016".

RED ELECTRICA OVERALL SCORE
IN THE DJSI 2015

SCORE
BY DIMENSIONS

IN THE DJSI 2015

ECONOMIC DIMENSION

Red
A ——

Sector
leader _ 92

SOl
average 57

Red Eléctrica

Sector leader

Sector average

Red Eléctrica’s main recognitions regarding sustainability

to o e
Sustainability Indices

In Collaboration with RobecoSAM «&

£
©

[EXCELLENCE Burope

FTSE4Good

2015 Constituent ' EURONEXT
MSCI :  MSCIGlobal W =

. S N biscLosure
Sustainability Indexes LEADER 2015

ROB=COSAM
( Sustainability Award
Gold Class 2016

_P

ECPI ) s
| 4

Red
T ——r

Sector
leader — 94

St
average a4

Red
Elictric D 93

Sector
leader — 93

SOl
average 58

@

In the ‘Sustainability indexes’
subsection of the ‘Sustainability’
section of the corporate website.

< D
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Red Eléctrica is a founding
member of the Spanish Global
Compact Network and as

of 2002 is adhered to the

UN Global Compact.

COMMITMENT TO
EXTERNAL INITIATIVES
(G4-15)

Red Eléctrica voluntarily participates
in different initiatives that strengthen
its commitment to corporate
responsihility, amongst which the
following are noteworthy:

+ UN Global Compact
Red Eléctrica has adopted the
Global Compact since 2002 and
is founding member of the Spanish
Global Compact Network (Red
Espafiola del Pacto Mundial], and
annually presents the Progress
Repart, which includes the main

actions carried out in relation

ta the Ten Principles regarding
the defence of fundamental
human rights, protection of the
enviranment, support for social
development, respect for warkers’
rights and the fight against
carruption.

« Carbon Disclosure Project [CDP)

Since 2008, Red Eléctrica has
participated in this initiative to fight
against climate change and for the
protection of natural resources,
annually providing information on
its strategy, practices, performance
and ohjectives in the fight against
climate change

« Caring for Climate

In 2007, Red Electrica signed

up to this initiative promated by
the United Nations for business
leadership on climate change.
Its aim is to help prevent climate

FIGHT AGAINST
CLIMATE CHANGE

cbpP

AN INITIATIVE
IN WHICH RED
ELECTRICA

HAS

PARTICIPATED
SINCE 2008

Reporting
annually

59

change crisis by mabilising a critical
mass of business leaders to apply
and recommend solutions and
palicies.

+ Spanish Business and Biodiversity

Initiative (Iniciativa Espafiola
Empresa y Biodiversidad [IEEB])

In 2013, Red Eléctrica signed

up to this initiative, promoted by
the Spanish Ministry of Agriculture,
Food and Environment, aimed

at the inclusion of biodiversity
conservation and management

in the business strategies of
companies.

- Voluntare

In 2014, Red Eléctrica joined the
corporate volunteering global
network, an organisation that
connects businesses with third
sector organisations.
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+ Renewables Grid Initiative
Red Eléctrica signed up to this
initiative, launched in 2009, which
seeks to integrate 100% of energy
generation from renewahle sources
into the electricity system. TSO
companies and NGOs have come
together to promote the existence
of an infrastructure system in
Europe that allows the introduction
of renewable energy generated baoth
decentralised and on a large scale.

+ Spanish Green Growth Group
Since 2004, Red Eléctrica has
undertaken the commitment to the
development of an econamically,
socially and environmentally
sustainable madel with the signing
of the Barcelona Declaration.

Said initiative is supported by
the 30 companies that make
up the Spanish Green Growth
Group (GECV), and promoted by
the Ministry of Agriculture, Food
and Enviranment that promaotes

RENEWABLES GRID
INITIATIVE

INTEGRATION
INTO THE
ELECTRICTY
SYSTEM OF

10

Of electricity
coming from
renewable
sources

economic growth that is compatible
with the efficient use of natural
resources.

+ Code of Good Tax Practices

Red Electrica adopted this Code

in October 2015 through the
formalisation of an agreement of
the Board of Directors and which
was communicated to the Spanish

G

60

Tax Autharity. This undertaking
entails the abligation to reflect its
effective fulfilment in the annual
Corporate Governance Report.

- Business Network for a Society

Free of Gender-based Violence
Red Eléctrica signed up to this
initiative in 2012, promoted by the
Ministry of Health, Sacial Services
and Equality, whose main objective
is to maove towards a saciety free
of gender-based vialence.

Compliance with the Code

of Good Tax Practices, which
Red Eléctrica undertook in 2015,
is reflected in the annual
Corporate Governance Report.
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Stakeholders ¢

Red Eléctrica’s corporate
responsibility policy clearly sets
out the commitment to improve
relations and dialogue with its
stakehaolders, promoting the
relationship channels that allow
the Company to respond to their
requirements and expectations,
as well as to create shared value.
In order to ensure compliance with
this commitment, in 2004 Red
Eléctrica designed and implemented
its corporate stakeholder

Improving dialogue and relations
with stakeholders, and promoting

management system that includes
their identification, segmentation
and prioritisation, as well as the
definition of the relationship
framework with each stakeholder
group. This system is constantly
reviewed and improved.

The identification and segmentation
of stakeholder groups is carried

out based on the analysis of the
processes and activities, as well

as of the interaction with the socio-
economic environment in which the
Company carries out its activities.

the creation of shared value

s part of Red Eléctrica’s Corporate

Responsibility Policy.

(_)

The prioritisation is plotted in
accardance with the stakeholders’
capability to influence the
achievement of the strategic
abjectives of the Company, and
the importance ar effect of the
impacts of the organisation on
stakeholder groups.

Finally, the relationship framewark
defines the types of relations

with each stakeholder. In order to
caonsalidate and strengthen these,
the methods used are based on
transparency and active dialogue.

reees £ D
61

Djs!
INDEX

J

POINTS

OuT OF 100

Evaluation
of the
commitment
to stakeholders
in 2015

GED

More on the Stakeholder Management
Model in the subsection 'Stakeholders'
of the 'Sustainability' section of the
corporate website.


http://www.ree.es/en/sustainability/stakeholder-groups/stakeholder-management
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The requirements

contained in satisfaction
surveys result in an action
plan for improving and
monitoring their fulfilment.

Thus, for each category of
relationship, and based on the nature
or reason why it is established,

the Company defines the maost
appropriate channels.

Of these channels, two are
notewarthy due to their transversal
nature across all stakeholder groups:

- Satisfaction surveys that allow
a quantitative and qualitative
analysis of stakeholders’
requirements and expectations
to be performed. These surveys
are conducted periodically, usually
hiennially, by an external consultant
to ensure the confidentiality and
validity of the process.
(G4-26, G4-27)

« The Digome service guarantees,
since 2008, the professional
management of all queries
and requests from external
stakehalders, by making available
varigus communication channels

(phone, email and online web form).

This service is staffed by personnel
from the Juan XXIIl Roncalli
Foundation, an organisation that
warks with people with some type
of disability. (G4-DMA]

The assessment and analysis of

the requirements collated from the
satisfaction surveys give way to the
drafting of an improvement action
plan and the subsequent manitaring
of compliance with these actions.

In 2015, as a new development

and as a cansequence of the need
identified, a new action was included
in the maonitoring plan wherehy

the reception of the results is

62

‘DIGAME’
SERVICE

(3,325 requests in 2015)

13
34 Investdrrsrélr'lrdrsrhareholders 7777777777777777 34 R
2 Public Vaﬁrnrﬁrrlirsrtration and rergrﬁlrartrorrrs 77777777 B
9 Cients
6 Suppliérrs”aﬁrdéechnology prowders VVVVVVV 36
36  Social enwronment VVVVVVVVVVVVVVVV ?
0 Opiniongenerators 9
13 Businersrsrsrercrtrdrs and associéfirorr;sr 7777777777777777 B 7

GRIEVANCES MANAGED
THROUGH THE ‘DIGAME’ SERVICE IN 2015

(64-S011)

By type No. of applicable

grievances
Impact of facilities 35
Quality and continuity 4
Projects and permitting processes 3
Other 2
Total 44

By stakeholder complainant

Social enviranment 35
Business sector/Professional associations 4
Other 5
Total 4y

Note: An applicable grievance is understood as that which corresponds to the duties and responsibilities

of Red Eléctrica. Grievances accepted by Red Eléctrica, as a result of considering the arguments presented as
valid and reasonable for their acceptance, complete or partial, are considered estimated grievances. These include
environmental grievances (see indicator GRI G4-EN34). 93% of grievances are closed, whereas the other 7%

is currently in process. In 2015, eight grievances submitted in 2014 were closed.



®

LETTER FROM THE
CHAIRMAN AND THE CHIEF
EXECUTIVE OFFICER :

®

KEY PERFORMANCE
INDICATORS

D

01. THE COMPANY

®

02. STRATEGY

@

03. CORPORATE
GOVERNANCE

04. A\,
MANAGEMENT e
APPROACH

@

05. SUSTAINABLE
ENERGY

®

06. CREATION
OF VALUE

&

07. EMPLOYEES

@

o
®
)
o
o
m
il
<

09. DIALOGUE
|
STAKEHOLDERS

& =@

10. THE
ENVIRONMENT

>
=
=
m
x
m
0

Corporate Responsibility Report 2015

reees £ D

confirmed with stakeholders, and the
improvement actions derived from
the survey are agreed upon. [G4-45)

In addition to a corporate
stakeholder management system,
the Company is committed to the
development of operational maps
as toals for the identification and
management (at a process level)
of the stakehalder groups invalved,
and for the optimisation of the
established relationship channels.

SURVEY RESULTS 2015
(G4-26)

In 2015, satisfaction surveys were
conducted on the following external
stakeholder groups: financial
analysts, ESG [Environmental,
Social and Governance] analysts,
institutional investars, financial
capital providers and providers

of goods and services.

In 2015, the working
climate survey was
conducted, and for the first
time satisfaction of ESG
analysts was evaluated.

The overall satisfaction result of all

these stakeholders was 8.4 out of 10.

Internally, a working climate survey
was conducted. Studies were carried
out that have allowed employee
satisfaction in relation to caorporate

information systems to be assessed,

and a survey was performed geared
towards obtaining data regarding
the carbon footprint assaciated

OVERALL INDICATORS

with employee commutes to and
from their regular work centres.

In 2015, in recognition of the actions
canducted by Red Eléctrica in this
field, the Dow Jones Sustainahility
Index awarded the Company 99
points out of 100 on the criteria

that evaluates the commitment

to stakeholders.

STAKEHOLDER PERCEPTION SURVEYS

2011 2012 2013 2014 2015

Overall satisfaction 8.1 8.2 8.2 8.2 84
Satisfaction of the quality of services 79 79 79 77 79
Reputation 8.2 8.5 8.5 84 8.6
Ethical behaviour 79 8.1 8.1 8.1 8.3
Management of Carparate Responsibility 7.5 7.6 76 77 7.6
Dialogue with stakehaolders 79 79 7.8 79 8.0

Note: value range [0-10).

63

OVERALL

SATISFACTION
SURVEYS 2015

EXTERNAL
STAKEHOLDERS

0.1

POINTS

Out of 10
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Our commitments to stakeholder groups [G4-24, G4-25, G4-27)

STAKEHOLDER MAIN MAIN COMMUNICATION
GROUPS COMMITMENTS CHANNELS
M INVESTORS AND * Creating value. + Shareholders’ office.
ﬂh(]ﬂ SHAREHOLDERS + Good governance and risk control. * E-mail for shareholders / investors.
* Fluid and transparent dialogue. * Shareholders’ Electronic Forum / Web Page.
* Road Shows and meetings.
* Satisfaction surveys.
* Corporate reports.
REGULATORY * Security, quality and continuity of service. * Periodic work meetings.
o BODIES * Independence and transparency. * Institutional meetings.
* Effective solutions to challenges. * Periodic information.
+ Handling of requests for information.
CLIENTS * Fulfilment of the Transmission Grid planning. * Public Web and Market agents Web.
* Leadership and innovation. * Periodic technical publications.
+ Efficient management. + Customer service lines.
* Dialogue, impartiality and transparency. * Specific e-mail addresses.
* 'Digame’ Service.
* Satisfaction surveys.
+ Committees and Technical working groups.
+ Communication forums.
&  EMPLOYEES + Stable employment and equal opportunity. * Ethics code consultations and

* The work-life balance.

* Professional development and recognition.

* Ensuring occupational health and safety.

* Freedom of association and dialogue with
management.

* Ethical and responsible conduct.

whistle-blowing channel.
* Corporate portal miRED 2.0.
* Employee auto service site.
* Employee care phone line.
* Working climate survey and services
satisfaction survey.
* Communication plan and induction
and integration programme.
* Work, social and leisure communities.
* Bulletin boards and information screens
* Social representation committees/panels.
+ Assessment interview.

(Continued on the next page]

@

Mare on stakeholder dialogue
and commitment in the
‘Stakeholders' subsection

of the 'Sustainability' section
of the corporate website.

ree.es
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http://www.ree.es/en/sustainability/stakeholder-groups/stakeholders-and-channels

2

LETTER FROM THE
CHAIRMAN AND THE CHIEF
EXECUTIVE OFFICER

©

KEY PERFORMANCE
INDICATORS

D

01. THE COMPANY

®

02. STRATEGY

@

03. CORPORATE
GOVERNANCE

04. sV
MANAGEMENT —
APPROACH

@

05. SUSTAINABLE
ENERCGY

®

06. CREATION
OF VALUE

&®

07. EMPLOYEES

®

o
©
)
o
o
m
i
<

@

09. DIALOGUE
STAKEHOLDERS

®

10. T
ENVIRONMENT

>
=
=
m
x
m
0

Corporate Responsihility Report 2015

ree.es

Our commitments to stakeholder groups [G4-24, G4-25, G4-27)

(Continued from previous page]

STAKEHOLDER MAIN MAIN COMMUNICATION
GROUPS COMMITMENTS CHANNELS
SUPPLIERS + Compliance with contractual obligations. + Channel for consultation and grievances

Qs

* Ethics and transparency.
* Collaboration to generate mutual benefits.

regarding the Supplier Code of Conduct.

* Specific supplier attention channel, ASA
(Procurement attention and support centre).

* Specific area on the corporate website.

* Associations and working groups.

* Meetings and training days.

* Satisfaction surveys.

* Tenders published via DOUE and BOE.

* Informative bulletin regarding construction.

QnCy  SOCIAL

EGQ ENVIRONMENT

* Transparency on actions carried out and theirimpact.

* Territorial planning and involvement in the
community.

+ Safety and security of facilities and the electricity
supply.

* Ethical business practices.

* Protection of the natural environment.

* 'Digame’ Service.

+ Satisfaction surveys.

* Attention channel on grid planning
and development processes.

* Periodic meetings.

+ Dissemination of information on the electricity
system.

* Corporate reports.

* Informative brochures.

* Visits to electricity facilities.

« Statistics of the electricity system.

* ‘Entrelineas’ blog.

OPINION
[ (O GENERATORS

* Information transparency.
* Efficiency in the management of enquiries
and requests.

* E-mail / Website.

* Road Shows and meetings.

+ Satisfaction surveys.

* Reports, press releases, training days,
social networks etc.

« Corporate reports.

* ‘Entrelineas’ blog.

BUSINESS
SECTORS/

) PROFESSIONAL

ASSOCIATIONS

* Fluid, transparent and close-knit dialogue.
+ Exchange of best practices.

* Participation in technical committees,
working groups (national and international).

%

<

65



SUS TAINA
ENERGY
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Connected to
providing a secure
and efficient
electricity supply
of the highest
quality

%
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INTERCONNECTIONS
BETWEEN SYSTEMS

Strengthening of interconnections to impraove
the guarantee and security of supply and achieve
a greater integration of renewables.

Entry into operation of the Spain-France
interconnection

Installation of the 1% cable of the

Majorca-lhiza link

INTEGRATION
OF RENEWABLES

The safe integration of renewable energies

to contribute to the reduction of air pollutant
emissions, and to reduce Spain’s dependence
on fareign energy.

37% of the electricity demand covered
with renewable energies

CORNERSTONES FOR ACHIEVING
SUSTAINABLE ENERGY

\

reees £ D
67

The value of
a secure, efficient
and sustainable

energy supply

APPROVAL

OF THE
INFRASTRUCTURE
PLANNING

2015-2020

ENERGY
EFFICIENCY

Development of initiatives aimed at achieving

a more efficient management of the electricity
system in the fields of energy storage, smart grids
ar the involvement of consumers as an active player
in the electricity system.

Projects: PRICE, PERFILA and ALMACENA

(—)

SUSTAINABLE
DEVELOPMENT OF THE
TRANSMISSION GRID

Construction of new facilities in order to
increase transmission capacity, imprave grid
meshing and facilitate connections between
electricity systems.

414 km of new lines
136 new substation bays

TECHNOLOGICAL
INNOVATION

Incorparation of new innovative technologies
that increase the stahility and efficiency

of the system, and facilitate the integration
of renewable energies.

76 technologically innovative projects
€9.6m ininvestment
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Quality and security

of SUpp|y (64-DMA)

Red Eléctrica, as transmission
agent and operator of the Spanish
electricity system, is responsible
for helping to make the abjectives
of the energy palicy viable in regard
to praviding a secure, efficient and
sustainable electricity supply.

Therefore, we are working on
developing a transmission grid that
is increasingly more meshed and
robust and better interconnected
through the strengthening of

RENEWABLES

SHARE = «vveviiiiiiinnn.

international interconnections,

and also those between the

islands. We are also focusing on

the safe integration of renewables,
the development of initiatives

aimed at energy efficiency and on
incarporating innovative technaologies
to improve system efficiency. All this
is geared towards achieving the new
energy targets set by the European
Council for 2030:

B0y

REDUCTION E
OF COz EMISSIONS
WITH RESPECT
TOTHE 1880
VALUES

......... 27%

IMPROVEMENT
IN ENERGY
EFFICIENCY

SUSTAINABLE
DEVELOPMENT OF THE
TRANSMISSION GRID
Electricity

infrastructure

planning (EU10]

In October 2015, the electricity
transmission grid planning for
2015-2020 was approved by the
Council of Ministers, after being
submitted to the Congress of
Deputies.

This planning, covering periods

of six years, aims to guarantee the
security of the electricity supply
nationwide and details new electricity
infrastructure projects that must

be undertaken under the principles
of transparency, respect for the
enviranment and with minimal cost
for the electricity system as a whale.

68

PLANNING
2015-2020

)
D
TID
1D

ESTIMATED
INVESTMENT

455t

@

In the ‘Activities’ section
of the corporate website.


http://www.ree.es/en/activities
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A participatory process

The Ministry of Industry, Energy
and Tourism, upon request from
Red Eléctrica de Espafia, as system
aperatar, drafts the electricity
planning, in conjunction with the
autonomous communities and
the Autonomous Cities of Ceuta
and Melilla, as required under the
National Commissian of Markets
and Competition repart and after

CORNERSTONES OF THE

transmission grid planning (2015-2020)

undergoing the due hearing process.
In addition, the electricity planning
undergoes a strategic environmental
assessment process that culminates
with the Environmental Report
jointly endorsed by the Ministry of
Industry, Energy and Tourism and
the Ministry of Agriculture, Food and
Environment.

SECURITY
OF SUPPLY

ECONOMIC
EFFICIENCY

ENVIRONMENTAL
SUSTAINABILITY

K

General objectives of the planned

infrastructures

STRUCTURAL ACTIONS

* Resolving technical constraints.
* Security of supply.

* Reliability.

* International interconnections.

+ Connections between the Spanish
Peninsula and non-peninsular systems.

* Interconnections between island systems.

OTHER ACTIONS

* Grid development associated with the
high-speed train network.

* Support for distribution and new demand
for large consumers, mainly industrial.

* Evacuation of generation.

+ Connection of energy storage facilities.

Based on this planning, binding

in nature, Red Eléctrica de Espafia,
in its capacity as transmission agent
and operator of the system, has

the responsibility to develop a safe,
efficient and sustainable electricity
transmission grid.

Interconnections between
electricity systems

A fundamental aspect in this
planning is the development of
interconnections between electricity
systems such as international
interconnections, interconnections
between island systems and the link
between the Spanish Peninsula and
non-peninsular systems.

Among these, notewarthy is the
development of the Spain-France
interconnection, due to its great
influence an the quality and security
of the electricity system and the
integration of renewable energy

plans. For the European Commission,

the need to increase the capacity
of this interconnection is ane of the
priarities regarding electricity when
faced with achieving the energy
abjectives that allow access to

a sustainable, competitive and
Secure energy.

reees £ D
69

GRID
PLANNING

THE

LINKS

BETWEEN
ELECTRICITY
SYSTEMS

GRID
PLANNING

As a new development,
the planning
2015-2020 includes

an annex, non-hinding,
for those facilities
deemed necessary
with a harizon for post
2020, so that it can
begin its administrative
permitting process.
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The new planned
infrastructures guarantee

GRID
CONSTRUCTION

the quality and security

of supply nationwide.

In this regard, in 2013 the
Infrastructure Package was
approved, whose regulation sets the
requirements and procedures far the
identification of those projects known
as European Projects of Comman
Interest (PCl]. The categorisation

as PCl is relevant because only
projects that are identified in this
way include measures which are
applicable under the Infrastructure
Package. These measures represent
the Community contribution to the
development of these projects and
cover various areas, including notably
the obligation for Member States to
grant PCI projects the status of top
priority at national level and to grant
them the available economic and
community financial support.

In the case of Spain, the need for
investment in the strengthening

of interconnections is very relevant,
because we have a limited level of
interconnection with Eurape, which
is well below the 10% of the installed
capacity target set at the European
summit in Barcelona in 2002. In
October 2014, the European Council
set a new target, increasing the
interconnection capacity up to

15% by 2030.

E

OF NEW LINE

Therefare, to improve the
interconnection between Spain and
France in the horizon 2015-2020,

a phase-shifting transformer is
included in the Arkale-Argia 220 kV
line (PCI Project] for 2017. However,
due to their large scale, the entire set
of actions allow a significant increase
in exchange capacity are included for
the harizan beyond 2020:

reees € D
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- Adirect current submarine
interconnection in the Bay of Biscay
(PCI Project].

- Two more interconnections through
Navarra and Aragan (PCI Projects).

Regarding the interconnection with
Portugal, a new project is included
in the area of Galicia, between
Fontefria and Vilafria (PCI project]
for 2017.

The Madrid Declaration of March
2015 gave impetus to these new
intercannections with France

ta reach 8 GW of exchange
capacity, specifically naming

the aforementioned northern
Spain-Portugal interconnection,

as well as the project through

the Bay of Biscay and two new
interconnections via the central area
of the Pyrenees. Therefore, national
and European palitical support for
these projects is evident, which
must also represent an economic
and financial support and that
includes the creation of a high-level
group as a facilitator of the same.
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As for the interconnections

from the Spanish Peninsula with
non-peninsular systems, planning
includes a link to Ceuta planned
for 2020 and a second Spanish
Peninsula-Majorca link for same
time after 2020. Both facilities
will reduce generation costs and
significantly improve the guarantee
and security of supply in the
systems of Ceuta and the
Balearic Islands.

Finally, with regard to the
interconnections between island
systems, ten new links between
islands are included for connecting
isalated systems or strengthening
existing connections, which
represents, as in the previous case,
the increased security of supply and
the reduction of generation costs.

Of the links indicated, eight
carrespand to the period 2015-2020
(five in the Balearic Islands and three
in the Canary Islands).

107

TRANSMISSION
GRID

OVERALL
INVESTMENT
2015

INTERCONNECTIONS
BETWEEN INSULAR
SYSTEMS

The Planning includes
ten new links between
islands, of which eight
are for the period
2015-2020 (five in the
Balearic Islands and
three in the Canary
Islands).

Construction of the
transmission grid [EU4)

In 2015, investments in the
transmission grid have basically
responded to the need to increase
capacity and grid meshing to support
distribution in various parts of the
country, and the implementation of
unigue international intercannection
projects and submarine
interconnections between islands.
In this fiscal year, 414 km of new
line and 136 new substation bays
have been brought into service, and
also transformer capacity has been
increased by 605 MVA, with a jaint
investment in the transmission grid
of 410.7 million euros.

INVESTMENT IN

THE TRANSMISSION GRID

reees € D
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During 2015, the most significant
actions undertaken regarding the
development of the transmission grid
were, by large axes, the following:

- Asturias-Galicia axis: in the
northern region the construction
of Asturias-Galicia axis continues,
whaose purpase is to guarantee
the quality and security of supply
throughout the northern axis,
creating a 400 kV transmission
infrastructure. The main objective
is to connect northern Galicia and
western Asturias in order to meet
the foreseen consumption in this
area, and facilitate the evacuation
of new generation in the upcoming
years. This axis will complete the
Cantabrian axis, so that areas
of surplus, such as Galicia and
Asturias, can evacuate their energy
into regions with a deficit. Much

411
493
564
672
819
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of this axis was put into service
before 2011 and in 2015, progress
was made on the canstruction

of the Boimente-Pesoz line after
the completion of its permitting
process.

- Aragon-Levante axis: This axis

aims to strengthen the meshing

of the transmission grid to allow
the evacuation of wind energy

from Aragan into Castelldn.
Specifically, the axis links the
Aragan Fuendetodaos, Muniesa,
Mesquita, Marella and Mudéjar
substations by means of a grid of
414 km of line. In 2015, the Mudéjar
substation and the Morella-Mudéjar
line were brought into service and
the hanging of the Mezquita-Morella
line began.

Investment in the transmission grid

- Tarrent axis: The purpose of this

axis in the future is to increase
the voltage in the transmission
grid from 66 kV to 132 kV on the
island of Ibiza. In 2015, the Torrent

substation was brought into service,

which is the connection point of the
submarine link between Majorca
and lhiza. In addition, this axis
includes the construction of the
132 kV Ihiza-Tarrent 1-2 line,

the 132 kV Ibiza-Torrent 3 line and
the enlargement of the 132 kV

|biza substation.

- Bajo Llobregat axis: This axis is

to strengthen the meshing of the
220 kV network in the area

of Bajo Llohregat in the province of
Barcelona whereby the electricity
supply to Barcelona will be
improved and it will also help

feed the high-speed train in the
Barcelona-French Border section.
In 2015, the Nudo Viario-Zal line
was brought into service.

- Majorca-lbiza interconnection:

The purpose of this link is to end
the current electrical isolation

of Ibiza, in addition to saving costs
for the system and promating
caompetition in energy generation
on the islands. In addition, this new
link strengthens the process of
electrical integration of the Balearic
Islands with the Spanish Peninsula,
and is essential for guaranteeing
the reliability of supply throughout
the archipelago.

is geared mainly towards strengthening

grid meshing and the development

of international intelrconnections
and those between islands.

(_)

GRID

DEVELOPMENT
2015

INCREASE IN
TRANSFORMER
CAPACITY

b0

MVA
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e 2015, the installation of the first PENINSULAR AND NON-PENINSULAR
cable for the link took place, with the (EuY)
commissioning of the second cable 2011 2012 2013 2014 2015
e scheduled to be brought in service km of 400 kV line 19671 20109 20,639 21,094 21179
APPROACH in the first few months of 2016. km of 220 kV line 18410 18779 19,053 19192 19,387
km of 150-132-110 kV line 272 272 272 272 398
sugﬁn’nggw — (\z3\ Other relevant _ OF SUBMARINE km of <110 kV line 2011 2014 2014 2014 2022
projects in 2015: CABLE Total km of line 40,384 41174 41978 42,572 42,986
Among those facilities brought 400 kV Substation bays 1253 1319 1374 1394 1441
into service in 2015, in addition to 220 kV Substation bays 2,813 2,936 3,026 3,077 3,124
s o the infrastructure reflected in the 150-132-110 KV Substation bays 50 52 50 52 84
OF VALUE principal axes, also included are <110 kV Substation bays 743 743 745 768 773
the following: the Santa Agueda Total substation bays 4861 5050 5197 5292 5428
substation (Canary Islands] with Transformer capacity (MVA) 72,869 78,629 81,289 83,939 84,544
07. EMPLOYEES 15 new substation bays, the Santa
Agueda 1/0 [input/[jutput] line for the IN 2O e
Barranco-Jinamar 2 line 52.3 km in The Spain-France TRANSMISSION GRID
length, the Plasencia 1/0 line of 26.3 interconnection KM OF LINE
k. the Plasencia-Almaraz line of VIAThBBASIEI e
@ 43.7 km, the Penagaos-Guefies line of Pyrenees came Peninsula Balearic Canary Total
os. oo 21.9 km, the 132 KV switchyard of the Wffh“tft’]‘f:‘fggﬁ‘lty e Islands —Islands
S TAKEHDLDERS Santa Ponsa substation, the Berja electricity exchange Qverhead lines (km) 39,245 1,061 1,075 41,381
substation with 5 bays and the Berja capacity between Submarine cable (km) 265 423 30 718
I/0 line of 31 km. the two countries Underground cable (km) 483 162 242 887
IO THE has doubled Total 39,994 1,646 1,347 42,986
reaching 2,8[]0 MW, Cumulative data as at 31 December 2015.
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The electricity connection consists
of a high-voltage alternating current
dual link of 100 MVA per circuit and
132 kV, with a total length of 126
km. The route of the cable consists
of a land section on each island
that runs underground (3 km in
Majorca and 5 km in lhiza) and a
submarine stretch of 118 km, with

a maximum depth of 800 m. In

1

INTERCONNECTION

MAJORCA
IBIZA

The Majorca-Ibiza link will
reduce system costs and will
favour competition in electricity

generation on the islands.

TRANSMISSION GRID
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TRANSMISSION
GRID MAINTENANCE

Red Eléctrica’s mission is to
guarantee that the facilities of

the transmissiaon grid are always
in optimum condition in terms

of availability and reliability by
establishing adequate maintenance,
renovation and improvement
policies. This is accomplished
through the establishment of an
annual programme that sets out
all the activities and resources
necessary to ensure energy
efficiency and the continuity of the
electricity supply. This programme

is established in line with the
Company's Strategic Plan.

In addition to maintenance,
renovation and improvement actions
are undertaken which have become
a key activity for the integration

of our assets. These warks are
geared towards guaranteeing supply
by impraving transmission grid
aperating systems and are carried
out, like maintenance, according

to the current long-term plan.

During 2015, the following actions
were noteworthy:

- Establishment of new tools to
improve cybersecurity to improve
secure access to electronic

equipment of the transmission grid.

Maintenance work

tasks seek to ensure

the optimum availability
and reliability conditions

of facilities.

(_)

- R&D+l projects, which ensure
the caontinual improvement of our
activity.

In this area, notewarthy is the
project for the monitaring of
parameters regarding preventive
maintenance and the contral

of the ageing of the elements of
transmission lines, as well as the
implementation of maintenance
techniques for intelligent
substations. The goal of both is to
optimise processes. Also noteworthy
is the project for the installation

of remote control devices to detect
fires near electricity lines and as
an ultrasonic nesting deterrent.

reees £ D
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TRANSMISSION GRID
MAINTENANCE

000
000

 ANNUAL

PROGRAMME

R&D+i PROJECTS

During 2015,

the project for

the monitoring

of parameters
regarding preventive
maintenance and the
control of the ageing
of grid elements was
carried out.
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reees € D

Finally, tools have been designed to
optimise the treatment of vegetation
and the use of drones for the
inspection of overhead lines.

- Commitment to excellence.
In order to ensure the excellence
of activities, the Company promates
the exchange of experiences with
other national and international
companies through participation
in different working groups and
benchmarking studies. In addition,
steps have been taken to improve
efficiency in maintenance activities
through the implementation of
intelligent maintenance technigues.

- Responsible stakeholder
management. To do so, a 24/7 shift
has been implemented in order
to provide a permanent service
for external clients related to the
telecommunications business.

ELECTRICITY
TOWERS

REPLACED

@\

I

ENSURING
EXCELLENCE

Red Eléctrica promotes
actions such as the
exchange of experience
with national and
international companies
and the implementation
of intelligent maintenance
technigues to ensure the
excellence of its activities.

- Committed to society and
sustainable activity. In relation
to this, a project was launched
to analyse the resilience of the
transmissiaon facilities in arder
to design a plan to respond to
unpredictable events which
seriously affect the capacity of
supply and the recovery of the
facilities.

Similarly, there have been
thermographic inspections of

all facilities and manthly visual
inspections in order to ensure the
good condition of the substations,
as well as the annual inspection
of 100% of underground lines, to
ensure that there are no negative
impacts on the environment.

75

In addition to scheduled
maintenance, a significant
investment has been made to

apply environmentally responsible
coatings to 59 substation bays,
recondition various transfarmer
units and update the firmware for
improvement in the processes
related to telecontral and protection
equipment. A total of 249 towers
have been replaced by mare modern
ones [60% more than the previous
year], with the aim of increasing the
reliability and quality of our facilities.

MAR PROJECT (Improvement of Grid Assets)

Within the maintenance activity,
Red Eléctrica undertakes a significant
programme for the integration of the

assets acquired from the utility companies,

especially in the island systems, raising

them to the quality standards established

by the Company. At year-end 2015, 73%

of the acquired substation bays had been

integrated. The objectives of the MAR
project are:

+ Adapt grid facilities/infrastructure in
the insular systems to the quality
standards of Red Eléctrica.

+ Address the weaknesses of the existing
transmission grid.

* Integrate acquired assets into Red
Eléctrica’s control systems.

+ Adopt a specific maintenance plan
for improving the transmission grid.

* Deployment and improvement of
the telecommunications network
on theislands.
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Service quality

(EU28-EU29]

The service quality indicators
highlight for yet another year the
high level of security and quality

of supply provided by Red Eléctrica’s
facilities, being well within the
benchmark established in the
current legislation which establishes
average interruption time at 15

QUALITY OF SERVICE

minutes/year. 2015 indicators show
a significant decrease in the values
of ENS and TIM compared to the
previous year.

Peninsular grid 2011 2012 2013 2014 2015y
Grid availahility (%) 97.72 97.78 98.20 98.20 97.93
Energy Not Supplied (ENS] (MWh]) 259 113 1126 204 52
Average Interruption Time [AIT) (minutes)  0.535 0.238 2403 0441 0111
Balearic Islands’ grid 2011 2012 2013 2014 2015y
Grid availahility (%] 98.21 88.07 97.96 98.00 96.87
Energy Not Supplied (ENS] (MWh]) 35 7 80 13 7
Average Interruption Time (AIT) (minutes]  3.194 0.678 7.366 1.205 0.642
Canary Islands’ grid 2011 2012 2013 2014 2015y
Grid availahility (%] 98.95 9891 98.30 98.37 96.76
Energy Not Supplied (ENS] (MWh]) 17 10 3 B4 29
Average Interruption Time [AIT] (minutes)  1.023 0.613 0177 3.938 1763

(1) The 2014 values are pending external audit.

The total availahility rate of the transmission grid does not include the non-availability due

to causes of force majeure or third party actions.

The continuity of supply indicators presented do not include the potential impact of incidents that are pending
classification due to currently being subject to administrative proceedings.

QUALITY
OF SERVICE

SIGNIFICANT

DECLINE IN THE

VALUES OF

ENS
5
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CONTINGENCY
MANAGEMENT (G4-DMA]

Planning and response when
faced with emergencies

and disasters

Red Eléctrica develops protocals
and methaodologies to efficiently
manage the cantingencies that
may accur in the Company. These
protocols are set out in a series

of policy documents governing
actions in the case of operational
emergencies. Their application in
crisis situations are complemented
through mobile response equipment
capable of responding immediately
in any area of the country, aimed
at guaranteeing the quality and
caontinuity of supply.

These measures are complemented
with action plans, called Service
Restaration Plans, which detail

the precise actions to be taken to
restore the electricity supply, under
safe conditions far the electricity
system.

The Company also has a

dedicated training centre called
the Red Eléctrica Corporate

School (ECRE), where staff from
the electricity contral centres

is trained by means of system
restaoration and service recaovery
simulations. It also develops safety
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awareness campaigns for general
dissemination and drafts specific
training courses on safety for certain
employees.

On 30 June 2014, at the request

of the Secretary of State for
Security, Red Eléctrica was
designated Critical Operator
according to the procedure 1/2014,
instructed by the National Centre
for Critical Infrastructure Protection
(CNPIC). As a result, and to comply
with Law 8/2011 on Critical
Infrastructure Protection and its
regulations to be implemented, the
Company undertook the creation
of the plans required by said Law:

- Operator Security Plan (0SP], which
sets the guidelines to be followed
by the Company in the protection
of these facilities.

- Specific Protection Plan [SPP],
developed by the Company for
each of the facilities designated
by the Secretary of State for
Security.

The drafting of the Specific
Protection Plans for each of the
critical facilities is made without
prejudice to the mandatory
compliance of that set outin the
Technical Construction Code,
appraoved by Royal Decree 314/20086,
of 17 March, Rayal Decree 393/2007
of 23 March, which approves the
Basic regulation for Automatic
Protection of the centres, facilities
and premises dedicated to activities
that can be a cause of emergency
situations, or any other specific
regulation applicable to the sector.
For this reason, and as an additional
measure, the Corporate Security
and Occupational Health and Safety
department drafts other documents
that complement the coverage

of operational contingencies, and
encompass the entire spectrum

of possible contingencies such as
those that affect people and / ar the
environment.

These other regulations
contemplate actions when

faced with situations caused

by pandemics, the evacuation

of buildings and facilities of the
Company, as well as Automatic
Protection plans for Company
buildings, facilities and substations.

OPERATION
SCHOOL

TRAINING

CENTRE

FOR CONTROL
CENTRE
OPERATORS

(1) Joule effect: the effect whereby, when
an electrical current flows through a
conductor, part of the kinetic energy
of electrons is transformed into heat
which thereby raises the temperature
of the conductor. Joule effect losses
are proportional to the intensity
flowing through the conductor and the
resistance thereof, the greater the length
of the line the greater this resistance
is. In view of this, it can be understood
that the losses are mainly related to the
distance between points of generation
and consumption.

reees € D
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TRANSMISSION
GRID LOSSES
(G4-DMA, EU12)

The transmission of electricity
inevitably entails a loss of energy

in the grid. This means that in order
to satisfy a given final consumption,
itis necessary to have a higher
level of generation. Therefare,
losses in the transmission grid

are the difference between the
energy generated and the energy
demanded for distribution.

There are several factars that
generate losses: the Joule (1)

effect, the corona effect and the
own consumption of electricity
substations required for their
proper operation. Of these, the most
important is undoubtedly the Joule
effect associated with the flow of
current through the conductors.

Losses in the electricity
transmission grid depend on the
distance between generation points
and consumption points (primarily),
the generation mix, the size of the
transmission grid, voltage levels,
international exchanges and the
behaviour of the demand [amount
of energy demanded and shape

of the demand curve).
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Red Eléctrica works to imprave
aspects that depend on their
management and that can have an
influence in reducing these losses.
Among them notewarthy are the
following actions:

- Development and meshing
of the transmission grid.

*Increase in the number
of conductors per circuit.

- Use of technologies and systems
with the best performance
(conductors with lower resistance,
efficient equipment ...].

PERCENTAGE OF TRANSMISSION GRID LOSSES

- Maintenance of facilities in the
best conditions to ensure their
proper operation.

The first two measures seek to
create parallel paths to circulate
the same intensity, which reduces
resistance and thereby the losses.

However, all these improvements
have a greatly reduced impact

in the evolution of losses, with
other aspects, not contraolled by
Red Electrica, having the greatest
influence.

Losses mainly increase with
increasing distances between paoints
of generation and consumptian.

The structure of electricity
generation depends on the rules of
the electricity market, regulated by
an independent body. The role of

WITH RESPECT TO ANNUAL DEMAND

1.22
""""""""""" 1.3
""""""""""" 126
""""""""""" 117
""""""""""" 113

Red Eléctrica as electricity system
operator should be performed
accarding to specific and mandatory
aperating procedures. According to
these procedures, it is not possible
to operate the electricity system
based on the criteria for reducing
losses, so the Company has little
capacity to act in relation to the
reduction of said losses.

Moreaver, it is important to note
that in the case of the Spanish
electricity system, the increase

in losses is closely related to the
share of renewable energies in the
generation mix. Typically, increases
in hydro and wind generation

are related to an increase in
transmission distances [this type
of generation is located far from
consumption points).

TRANSMISSION
GRID

ENERGY
LOSSES

IN 2015

172

0
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ELECTRICITY
SYSTEM OPERATION

The fundamental objective of the
operation of the electricity system
is to ensure the safety and quality
of the electricity supply, while
maximising the integration of
renewable energies.

The mast significant aspect of the
Spanish electricity system balance
report in 2015 was the growth in

demand of 1.9% over the previous

year, after four consecutive years
of decline. Regarding generation,
most noteworthy was the fall in
renewabhles, due mainly to lower

hydroelectric generation. Meanwhile,

the balance of electricity exchanges
continued to be as an exporter,
although a significant drop was
recorded due to the substantial
increase in imports from France.

Renewable energies continue

to maintain a prominent raole in the
averall electricity generation mix,
despite a fall of around 5 points
compared to 2014, due mainly

to the variability of hydro and wind
power generation, which in 2015

The safe integration

of the maximum amount
of renewable generation
is one of the objectives of
system operation.

(_)

fell 28.2% and 5.3% respectively.
Despite this decline, it should be
noted that wind power was the
technology that most contributed
to total energy production in the
Spanish Peninsula in the months
of February and May.
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PENINSULAR

DEMAND
2015

4l

TWh

ELECTRICITY
CONSUMPTION
IN SPAIN
recovered a
positive growth
rate in 2015, not
seen since 2010.
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Energy production from renewahle
sources represented 37% of the
total generated in the Spanish
Peninsula electricity system.

For yet anather year, notewarthy

is the important role of wind power
generation, whase cantribution

to the annual energy production
reached 19%, which ranks this
technology in third place in terms of
participation of the different types
of energy for demand coverage, just
behind nuclear and coal.

In addition, in 2015 the maximum
values of wind production registered
in recent years were exceeded:
yearly maximums for instantaneous
wind power production (17,553
MW]), hourly energy (17436 MWh)
and daily energy (357,741 MWh)].

On 21 November at 4:50am a new
all-time high was alsao registered in
the contribution of wind power to
demand caverage reaching a figure
of 70.4%.

To enable the operation of an
electricity system with such a high
penetration of renewable energy
under safe conditions, the role of
CECRE (Contral Centre of Renewable
Energies] is essential.

RENEWABLE
ENERGY

99 ¢

TWh

INTEGRATED
IN 2015

Of peninsular
demand

ree.es

COVERAGE OF PENINSULAR
DEMAND T 101 08 1

,,,,,,,, 9.
1 @ Hydroy 31 @ Solarphotovoltaic 31 L&“.

=

21.8 @ Nuclear 2 @ Solar thermoelectric

20.3 @ Coal 1.8 @ Otherrenewable

10.1 ® Combined cycle 10.1 @ Cogeneration 19

19 @ Wind 08 @ Waste ~

(1) Excludes pumped-storage generation. 1[] 1 2[] 3

CO, EMISSIONS ASSOCIATED TO GENERATION
OF ELECTRICITY ON THE PENINSULA

2015

EED

2011

lo | 20,000,000 | 40,000,000 | 60,000,000 | 80,000,000

® Coal @ Fuel+Gas @ Thermalrenewable @ Cogeneration @ Combined cycle @ Waste

PARTICIPATION OF RENEWABLE ENERY IN THE

COVERAGE OF THE PENINSULAR DEMAND
s T 37
D 43
D 42
D 3?2
D 33
lo 10 lw 30 4o I's0

< D

80



LETTER FROM THE
CHAIRMAN AND THE CHIEF
EXECUTIVE OFFICER

KEY PERFORMANCE

=
=}
=
>
=t
o
o
in

01. THE COMPANY

®

02. STRATEGY

@

03. CORPORATE
GOVERNANCE

AV

@

04. MANAGEMENT
APPROACH

05.
SUSTAINABLE =— a

ENERGY

®

06. CREATION
OF VALUE

07. EMPLOYEES

o
®
0
o
o
m
il
2

09. DIALOGUE

WITH
STAKEHOLDERS

&)

10. THE
ENVIRONMENT

>
=
=
m
=
m
0

Corporate Responsibility Report 2015

CECRE is a control centre of
worldwide reference regarding
the integration of renewable

energies.

In order to further advance

the supervision and contral of
renewable energy, without the
security and quality of the electricity
supply being affected, the CECRE
has begun to manitar the wind
production in Portugal throughout
this year and renewable generation
from this country was incorporated
into the calculations of the
maximum permissible renewable
generation that can be integrated
into the peninsular electricity
system without jeopardizing the
interconnection with France. These
actions keep CECRE at the forefront
as a cantrol centre of worldwide
reference regarding the monitoring
and control of renewable energies

Moreover, in 2015 the Spain-France
direct current interconnection

was brought inta service which

is capable of carrying 2,000 MW.
This milestone represents a
significant strengthening of the
interconnection capacity between
the twao countries, resulting in an
increased margin of renewahle
energy integration into the system,
and an increased support with
which to deal with any incidents

in the Spanish electricity system

in a safe manner.

As for the Balearic Islands electricity
system, in 2015, work continued
an the consalidation of the positive
impacts of the operation of the
interconnection linking the island
of Majarca with the Spanish
Peninsula electricity system. This
link brings with it an improvement
in terms of quality and security of
electricity supply on the islands

of Majorca and Menorca, avoiding

PENINSULA
BALEARIC
ISLANDS

LINK

%
SAVINGS
INTHE
COVERAGE
COSTS

(¢}
@ In the ‘Activities’ section of the corporate website.
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frequency deviations outside of
safety limits and power disruptions
caused by generation losses.

The energy transferred from the
Peninsula covered 23% of the
demand on the Balearic Islands,
reaching peaks of 38% of the hourly
cansumptian. This represented

an overall saving of 14% on the
coverage casts of the Balearic
Islands system and has prevented
the emission into the atmasphere
of approximately 350,000 tonnes
of CO, in the territory of the Balearic
Islands. It should also be noted
that in the first quarter of 2016

the new link between Majorca and
Ibiza will be brought into service,
which will allow the consolidation
of the electrical integration process
of the entire archipelago with the
Peninsula.

In the electricity system of

the Canary Islands, renewable
generation - wind and photovaltaic
- represented 8% of the total
generation in 2015, reaching values
of 33% in Tenerife and 32% in La
Palma throughout 2015, values that
are especially challenging in small
isolated electricity systems.


http://www.ree.es/en/activities
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Similarly, since mid-2015, the
hydro-wind power station Gorona
del Viento has been increasing its
praduction, therehy increasing the
integration of renewable energy
into the electricity system of El
Hierro. Thus, 18% of the total annual
generation of this system came
from renewable energy sources and
for the very first time on 9 August
2015, 100% of the demand was
met through the integration of
renewable energy.

Energy storage

on the Canary Islands

In 2015, the creation of the
subsidiary REINCAN responds to
the need to promote energy starage
projects on the Canary Islands, as
toals for the system operator to
guarantee supply, improve system
security and optimise the integration
of renewable energies in the
archipelago.

To this end, the Company is
carrying out the project for the
Chira-Soria pumped-storage hydro
power station on Gran Canaria,
representing an investment of

ENERGY
STORAGE IN THE
CANARY
ISLANDS

30

INVESTMENT

REINCAN

Created in 2015 to
boost energy storage
projects on the
Canary Islands, as
tools for the system
operator.

around 320 million euros. The
project, which is in the permitting
stage, includes the construction
of a 200 MW pumped-starage
power station to be used as a

tool of the system operator to
ensure stahility and security of the
electricity supply, and at the same
time, shall constitute an essential
infrastructure for the integration
of renewables on the island. It will
be one of the major projects of Red
Eléctrica over the coming years,
as it will represent an essential
infrastructure for the integration
of renewables in the island system
and will contribute to a gradual
change in the energy model on
the Canary Islands making it mare
secure, efficient and sustainable.

Additionally, Red Eléctrica is
undertaking a major investment
plan to improve the efficiency and
security of the insular electricity
systems on the Canary Islands, in

response to the following objectives:

1. Promote change in the energy
model of the Canary Islands:

- Guarantee a more sustainable
and efficient electricity supply.

reees € D
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- Impraove the stahility of the isolated
systems.

- Facilitate the evacuation and
integration of renewabhles.

2. Move towards more secure and
robust electricity systems:

- Improve grid meshing.

- Resolve structural weaknesses
in the network.

-Increase the quality of the existing
infrastructure.

- Develop interconnections
between islands.
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Energy
efficien CVY u-oma

Red Eléctrica continues to

wark actively on the promotion,
development and dissemination

of demand-side management
measures as necessary tools for
the current and future electricity
system. Among these, noteworthy
on one hand are those measures
aimed at achieving a more balanced

consumption profile and on the
other, those aimed at providing
greater flexihility to the operation
of the system.

Main actions

Demand-side management
initiatives undertaken by Red
Eléctrica seek to address demand

in its entirety, carrying out specific
actions for the residential sector and
the industrial sector. Furthermore,
ather initiatives that have a glaobal
impact on all consumers in our
country are also carried out.

Residential demand: active citizen

The electricity system is in a transition
phase towards a new more-dynamic energy
model in which the role of the citizen

as a key part of the system operation is
increasingly essential, and that is why
Red Eléctrica promotes demand-side
management initiatives geared towards
making information available to the
citizen about the status of the system,

or disseminate recommendations on best
practices for efficient consumption.

In this regard, Red Eléctrica has
collaborated with the publisher ‘Planeta’
on the publishing of a book from the
‘Dummies’ collection which explains, in
simple language, the concepts of electricity
bills and advice on how to make savings.

The progressive electrification of our
society, resulting from the ever-increasing
importance of electricity in our lives,
requires these kinds of initiatives that
enable citizens to easily understand the
functioning of the electricity system,
helping them to change their consumption
habits leading to a more efficient and
responsible use of energy.

In field of residential demand, especially
noteworthy is the ‘PRICE’ deployment
project (Joint Smart Grid Project in

the Corredor del Henares area of the
Community of Madrid) in which Red
Eléctrica has participated together with
another 20 partners since its inception
in 2011. Said project has funding from
the Spanish Ministry of Economy and
Competiveness through the INNPACTO
Programme, and has received the European
Electricity Grid Initiative Core Label that

recognises the alignment of the project
with the criteria and objectives defined in
the European Electricity Grid Initiative.

This project, completed in 2015, has allowed
Red Eléctrica to develop knowledge and
technology regarding the implementation
of mechanisms for demand-side
management and new mechanisms based
on providing information to citizens about
the state of the system.

C

83

PRICE

PROJECT
2011-2015

IMPLEMENTATION

SMART

BRIDS

In the ‘Corredor
del Henares’

9

IN THE
RESIDENTIAL
SECTOR

Red Eléctrica
encourages
consumer
involvement
as a key player
in the new
energy model.
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Industrial demand:
interruptibility service

The industrial interruptibility service
is a demand-side management
tool provided by large consumers
that aims to quickly and efficiently

respond to the needs of the
electricity system in situations of
imbalance between generation and
demand. This service is activated in
response to an order issued by Red
Eléctrica to reduce power.

In this sense, industrial consumers
that meet the requirements of

the regulations and have signed a
contract with the system operator,
will reduce their consumption down
to certain predetermined values at
the operatar’s request.

Order IET/2013/2013, of 31

October 2013 introduced, into the
management of the demand-side
interruptibility service, the challenge
of providing a new interruptible
resource allocation mechanism
based on an auction procedure.
This mechanism, first implemented
in 2014, allowed an interruptible
resource of 3,020 MW in 2015.

Profiling service

Currently, most households in our
country do not have smart meters and,
therefore, do not have hourly metering.
However, due to the fact that in the
electricity market all energy is settled on
an hourly basis, it is necessary to make
an estimation based on how those
consumers without hourly metering
have behaved on an hourly basis. Said
forecast is carried out through what are
known as 'settlement profiles' that Red
Eléctrica prepares and are assigned to
each consumer based on a type of demand
behaviour depending on their contracted
power and voltage levels (access fees).

The goal is to improve the current profiling
service and obtain a better understanding
of the hourly consumption of households,

and an important part of small businesses
and service providers. Since 2013, Red
Eléctrica has spearheaded the PERFILA
project, with the participation of the

most important electricity distribution
companies. This project is based on the
analysis of the hourly information coming
from a panel of 20,000 consumers who
already have smart meters installed.

Almacena Project

The Almacena Project consists of the
field installation, and subsequent
operation, of an electrochemical energy
storage system, specifically a lithium-ion
prismatic battery with a power of 1 MW
and a capacity of at least 3 MWh. During
2015, testing has been conducted on the
future applications of this new technology
in the field of renewable integration and
for the improvement of operation services
(modulation of the load curve

and frequency-power regulation).
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PERFILA
PROJECT

Lo

ANALYSES
OF HOURLY
INFORMATION
REGARDING

0,000

consumers with
smart meters

INTHE
INDUSTRIAL
SECTOR

the demand-side
management service
of interruptible
resource allocation
via competitive
mechanisms was
consolidated.
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For 2016, Red Eleéctrica, in its

role as auction administratar, has
managed the auctions conducted
in 2015, placing special emphasis
an communication, with the
stakeholders invalved, through
informative sessions and a plenary
session, held at Red Eléctrica
facilities in late May, that brought
together all candidates interested in
providing the interruptibility service.
In addition, as of 2015, the new
e-sios website has a specific space
for demand-side management
where all information related to the
interruptibility service is available.

Future outlook

Red Eléctrica will continue to
promate actions in the field of
the 'active citizen' enabling the
consumer to assume a more
impartant and active rale in

the electricity sector. Mareover,
self-consumption is already

a reality in our country following
the adoption in 2015 of the
legislation that regulates it.
Therefore, Red Eléctrica prepares
far this new reality by conducting
forecasts and analysis studies in
order to adjust system operation
and to anticipate the impact of this
new type of generation.

The next challenge is
the incorporation of
new flexibility measures
In the services sector
through aggregation

of demand.

Another challenge to be

addressed in the near future is

the incorporation of new flexibility
measures in the services sector via
demand aggregation, developing
specific mechanisms to take into
account the specific nature of this
type of demand.
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ON THE WEB
e-sios

NEW
SECTION ON

DEMAND

SIDE
MANAGEMENT

@ On the e-sios website.


https://www.esios.ree.es/es
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Technological
INnnovation wguom

In 2015, the Company approved the
new Technological Development
Plan 2016-20183, which, in line

with the new Strategic Plan, has
identified the objectives and
technological priarities of the
Company in the medium and long
term. It should be noted that this
Technological Development Plan will
be one of the pillars of the global
innovation strategy of Red Eléctrica
to be presented in 2016.

For its part, Red Eléctrica has
continued to make an active
contribution to the drafting of
different documents regarding

- 'R&D Application Report 2014°

a document that analyses the
application by the TSOs of the
results of the European R&D+i

Throughout 2015, work
continued on developmg a total
of 76 technologically innovative
projects geared towards
achieving greater system
efficiency and facilitating the
integration of renewables.

(_)

R&D+i in the international arena:

of the ENTSO-E R&D+i Committee,

projects concluded in recent years.

-'R&D Monitoring Report 2015,
a report that evaluates compliance
with the ENTSO-E R&D+i Plan.

- ‘R&D+i Plan 2017-2022' document
prepared in collabaration with the
European GRID+Storage praject.

R&D +i
EXPENDITURE @
s J %, 962
D s/ 828
E /s 1423
(202 ) s 0 764
,,,,,,,, L .
o 5 o s lw

@ RG&D+i Expenditure No. of Projects

86

R&D+i

PROJECTS

e

DURING 2015

J.b

WERE
INVESTED

+16%)

Compared
to 2014



@

LETTER FROM THE
CHAIRMAN AND THE CHIEF
EXECUTIVE OFFICER

©

KEY PERFORMANCE
INDICATORS

D

01. THE COMPANY

®

02. STRATEGY

@

03. CORPORATE
GOVERNANCE

AV

<>

04. MANAGEMENT
APPROACH

05.
SUSTAINABLE ==
ENERGY

®

06. CREATION
OF VALUE

&®

07. EMPLOYEES

o
b
)
o
o
m
il
<

09. DIALOGUE
STAKEHOLDERS

®

10. T
ENVIRONMENT

>
=
=
m
x
m
0

Corporate Responsibility Report 2015

reees £ D

- 'Implementation Plan 2016-2018;,
reflects the technological measures
to be undertaken in the next three
years within the framewark of the
ENTSO-E R&D+i plan.

During 2015, a tatal of 9.6 million
euros was dedicated to R&D+i,
representing an increase of 16%
aver the previous year. A total

of 362 employees collabarated on
76 RGD+i projects active during
2015 (21.4% of the warkforce of
Red Eléctrica de Espafia), of which
13.8% (50) were women, investing
a total of 46,308 hours, equivalent
ta 274 full-time persaonnel.

@

In the ‘Red 21’ section
of the corporate website.

(_)
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R&D+i projects undertaken in 2015

NATIONAL PROJECT EUROPEAN PROJECT
PROJECTS DESCRIPTION PROJECTS DESCRIPTION
ESP-LiDER Device for the redirection of current e-HIGHWAY New methodology for the planning
flows installed in Torres de Segre. 2050 of the Pan-European transmission system
Completed in 2015. that includes the new model of the
................................................................................................. electricity system with a 2050 horizon.
PRICE Set of smart grids in the ‘Corredor del Completed in 2015.
Henares’ area of Madrid for the promotion ................................................................................................
of demand-side management in the MIGRATE Improved understanding of the behaviour
residential sector. Completed in 2015. of the electricity system with a high
................................................................................................. penetration of power-e|ectr0nic5 based
SIMA Intelligent Asset Maintenance System. devices.
cOmpleted 1723721 17
................................................................................................ BEST PATHS Analysis to overcome various technical
FIRE Automatic forest fires monitoring barriers that the current Pan-European
MONITORING system for overhead electricity lines. electricity network could encounter in order
Completed in 2015. to integrate safely, efficiently and reliably,
................................................................................................. massive amounts of energy from renewable
SUBSTATION Digitalisation of facilities: sources such as solar and offshore wind.
61850 development of an advanced model

AMCOS-STABILITY
FACTS

e

of a substation to undertake, with
guarantees, its field deployment.
Completed in 2015.

A pilot device which controls the main
parameters that provide stability to

an isolated system (frequency control,
continuous voltage control and damping
of power oscillations).

ENVIRONMENTAL

PROJECTS

VISIBILITY OF Tool for the analysis of the visibility

ELECTRICITY of high voltage electricity lines

LINES using a Digital Elevation Model (DEM)
that takes into account all the elements
that produce visual shields, such as
vegetation, buildings and infrastructure.

ENERGY Incorporation of Peltier cells for cooling

EFFICIENCY substation racks and the development
of a prototype power transformer that is
more sustainable, safe and intelligent.

POSIDONIA Development of a technique for the

OCEANICA recovery of 'Posidonia oceanica' sea

meadows through the use of seeds
germinated under laboratory-controlled
conditions and fragments obtained via
natural fragmentation.
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CORNERSTONES FOR ATTAINING
THE CREATION OF VALUE

\Z

89

Financial
soundness,
solvency and
solid growth

FINANCIAL
RESULTS
FINANCIAL
STRATEGY
A financial policy adapted to the new
remuneration model, maintaining a diversified
financial debt and a comfortahle pasition of
liquidity to caver upcoming maturities.
€4,905.9m of net financial debt,
9.3% less than 2014
IN NET PROFIT

8.3% higher than 2014 in
recurring terms

SHAREHOLDER
RETURN

Maximising returns for shareholders and
investars, offering an attractive dividend yield,
and contributing to the increase in the share
price through efficient business management.

5.3% increase in the share price

7% increase in the dividend
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Evolution

of results (G4-DMA, G4-9)

During 2015, has managed to
show stable growth. The Company
achieved solid results and a
significant strengthening of its core
solvency ratios whilst maintaining
a clear focus on operational
efficiency and the permanent
creation of value.

Net revenue in 2015 amounted to
1,938.9 million euraos, an increase
of 5% year-on-year. This increase
reflects the growth in the revenue
associated with new transmission
facilities commissioned in 2014,
and that assaociated with the
provisian of telecommunications
services. For this concept 83.5
million euros were registered as
they include revenue during 2015
associated with the rights to use
and manage the dark fibre optic
network of ADIF while revenues for
2014 included only a month and

a half as the acquisition of said
agreement was formalised

in November 2014.

Gross operating result (EBITDA)
totalled 1,458.4 million euros,

representing growth of 5.3%
year-on-year. Mare than half of
the growth in EBITDA is due to the
telecommunications business,

the rest comes from the traditional
activities of Red Eléctrica.

For its part, net profit totalled 606
million euros, 15.6% below that of
the previous year. If we strip out

KEY
FINANCIAL INDICATORS

non-recurring items included
in 2014, such as compensation
for TDE and the impact of the

implementation of the tax reform, set

out in Law 27/2014 on corporation
tax for a total of 106.1 million euros,
the profits faor the year would have
increased by 8.3%.

2015 2014 A%
Net Revenue 1,938.9 1,846.7 5.0
Gross operating result (EBITDA) 14584 1,3854 5.3
Profit before tax 829.7 853.5 (2.8)
Profit for the period 606.0 717.8 (15.6)
Recurring profit for the period (1) 606.0 558.5 8.3
Non-current assets 9,156.5 9,138.2 0.2
Net equity 2,760.6 2,552.5 8.2
Net financial debt 4,905.8 5,408.5 (8.3)
Operating Cash flow after tax 1,134.8 10091 12.5
Investments (2) 447.8 957.6 (53.2)

(1) Earnings for 2014 include non-recurring gains from the compensation for TDE (€52 million) and from
application of Corporate Income Tax Law 27/2014 (€106 million). Stripping out these items would have increased
profits by 8.3% year-on-year. (2] Investment in 2014 included the acquisition of the rights to use ADIF's dark fibre

optic network for €434 million.
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In the Consolidated Annual Accounts Report.


http://www.ree.es/en/publications/annual-accounts-2015
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Operating cash flow after tax was at the close of the fiscal year was in 2015 were 53.2% lower than @
1,134.9 million euros, an increase 4,905.9 million euros. during the preceding year, given
of 12.5% compared to that that in 2014 the acquisition of rights CREATION OF VALUE
generated in the same period last Investments made by the Group of use and management of ADIF’s ECONOMIC VALUE
year. The strong cash generation during 2015 reached 447.8 million dark fibre optic network were also GENERATED (G4-EC1)
and positive behaviour of waorking euros, of which 410.7 million euros incarporated, a transaction that
capital has allowed investments were earmarked for the development amounted to 433.7 million euros. £33
and dividends to be paid, and of the national transmission grid, and
to reduce the net financial debt 12 million euros to energy storage At the close of 2015, 89% of the
of the Red Eléctrica Group, which in the Canary Islands. Investments Group's Financial debt is long term.

Regarding the interest rate, 85% of

it is fixed rate, while the remaining
....................................................................................................................................... 15% is variable. In 2015, the average 13383
ECONOMIC VALUE @ cost of financial debt of the Group -
GENERATED AND DISTRIBUTED (GROUP) was 3.20% compared to 349% the 90 ot rons il
....................................................................................................................................... \ 19389 Net revenue
(64-EC1) previous year. The average balanF:?

2013 2014 2015 of gross debt stood at 5,418.9 million
Economic value generated (EVG) 1,805.8 18841 19922 euros, compared ta 5,047 million ECONOMIC VALUE
Net revenue 17583 18467 19389 euros in 2014. DISTRIBUTED
Other net praofits and losses (1 475 374 533
Economic value distributed to stakeholders (EVD] (1208.0) [11223) (L330.2) Finally, Net Equity of the Red 1533 1336
Employees: personnel costs (127.3) (1330)  (139.6) Eléctrica Group reached 2,760.6 973
Company: Corporate Income Tax (2) (203.2) (1344)  [223.0) million euras, 8.2% higher than
Investment in the community (3) (4.0) (57) (6.6) at the end of 2014. This growth is

Suppliers: other operating expenses (4) (3634) (3477) (367.5) mainly due to the results of the 66
Shareholders: dividends (s) (343.9) (405.8) (434.2) corresponding period reduced by the 434.2
Other Capital providers: net financial costs (166.1) [95.7) (159.3) distribution of dividends. 367.5
Economic value retained (EVR] 597.8 761.9 662.1
Reserves 181.2 312.0 1725 139.6 VEmployees personnel costs
Amortisation and depreciation () 416.6 449.8 489.5 223 ”Eompany Corporate Income Tax

Note: Data obtained from Consolidated Annual Accounts. (1) Includes: other operating income/net results obtained via equity
method/results from divestment of non-current assets (divestitures)/capital subsidies/other deferred incomes transferred
to the fiscal year’s results/works performed by the Company on its assets. During 2010, the Company was awarded a grant
by the European Commission for the Spain-France electricity interconnection. The grant was awarded for a maximum total
of 112.5 million euros, of which 59.3 million euros were received in 2015. With the aforementioned amount in 2015, the
totality of the grant has now been received. More information in note 11 of the Consolidated Annual Accounts. [G4-EC4)

(2) Costs due to Corporate Income Tax. (3] Investments in the community: data obtained by applying the LBG methodology
and subsequently subjected to external verification. (4) Procurements and other operating costs [excluding investments in
the community). (5] Includes the interim dividend and complementary dividend. (6] Includes: Amortisation / Depreciations
(includes mainly provisions for deterioration in asset value).

6.6 Society: investments in
the commumty

367.5  Suppliers: other operatmg
expenses

434.2 Shareholders dIVIdends

159.3  Other Capital providers:
net financial costs
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Financial
strategy

The financial strategy traditionally
followed by Red Eléctrica is geared
towards reflecting the nature of
the business it undertakes, whilst
adhering to the legislation in force
at each moment.

Transmission and operation of

the electricity system are very
capital-intensive activities,
wherein investments mature over
long periads. In addition, the
remuneration of these assets is for
periods of 40 years at rates linked
to Spanish long-term government
debt. Therefore, our financial debt

is primarily long-term and referenced
mainly at fixed rates.

Credit rating

Red Eléctrica has been given a long-term
credit rating of ‘A-’ by Standard & Poor's
with a stable outlook and a short-term rating
of ‘A-2" Meanwhile, Fitch has given Red
Eléctrica a long-term rating of ‘A-, with a
positive outlook, and ‘F2' in the short term.

Both rating agencies indicated the
predictability and recurrent earnings and
strong balance sheet as strengths of the
Company.

The financial debt
of the Company is
mainly contracted
long-term and referenced

at fixed-rates.

(_)

FINANCIAL DEBT STRUCTURE

FIXED vs. VARIABLE
148

FINANCIAL DEBT STRUCTURE

SHORT-TERM vs.
LONG-TERM
106
@ 894 Longtern |
debt

Information on financial
strategy in the ‘Shareholders
and Investors’ section of

the corporate website.

10.6 Short-term

reees € D

92

894

FINANCIAL @
DEBT MATURITY
EXD 882.5
3847
700.2
84.1
5634
[o [ 250 I 500 [750 [1.000


http://www.ree.es/en/shareholders-and-investors
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Shareholder
return

STOCK MARKET
PERFORMANCE

Gains have been seen in the most
important variable income markets,
reflecting a mare favourable
economic situation for the stock
markets in developed countries
than in previous years. The main
European markets have registered
gains of between 5 and 10% in the

The favourable
reception of the

Strategic Plan 2014-2019
and the visibility of

the dividend policy has
allowed Red Eléctrica

to maintain a positive
evolution in 2015.

year, a behaviour similar to that
registered by the Japanese Nikkei.
Wall Street, meanwhile, fell behind
after 6 consecutive years a clear
predominance in gains, both the
S&P 500 and the Dow Jones closed
the year with slight losses, while
the Nasdaq was positive again at
the close of the year. The IBEX 35
and FTSE were the main exceptions.
The significant weight of mining

o9

2015
POSITIVE
EVOLUTION

in the stock
market

(_)

companies and basic resources in
the latter, caused a drop close to 5%
in the British index. The fall in our
index, of over 7%, is passibly due to
political uncertainty assaciated with
our country at the end of the year.

@

RED ELECTRICA

Exceeds the IBEX 35 in 2015

reees £ D
93

IBEX 35
2015

DROP OF
OVER

%
Compared to
the gains of

the major
European
markets of

between
5and 10%
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However, 2015 has been especially GROSS
turbulent from a stock market DIVIDEND
paint of view. Greece's prohlems to 2015

meet the demands of its creditors

represented the first serious ohstacle :

of the year, although confined to O
European markets. The decision @
in May by the Federal Reserve to

postpone the rate hike, which had

already been announced in the

previous year, spread doubts amang
investors, because the situation the

world economy was facing was not
as buayant as initially thought.
.

China made this evident, as in late
August it was farced to devalue

its currency, causing sharp falls

on stock exchanges around the [+7[]/D]
world that lasted for much of the :

autumn. The caollapse of oil prices
and raw materials, the slowdown
of the Chinese ecanomy and the
clear recession in other emerging
countries, or equivocal action by
central banks, prompted a bearish
reaction in the markets during the
final month of the year.

PER SHARE

Compared
to 2014

9

RED ELECTRICA’S
SHARE

has appreciated
in value more than
58%in the last
two years.

reees € D

94

VALUE
COMPARISON

= Red Eléctrica == Energy sector == |BEX 35

115
110
105

EVOLUTION OF RED ELECTRICA AND THE MAIN

STOCK MARKET INDEXES 2015
Dax [ 9.6
Nk ——— 91
cachd " e 8s
Nastaq " . e 57
REE " " BN 53
Euro Stos0 " e " 38
Dow Jones o 2.2
Fise I 49
Ibex35 — -1.2
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RED ELECTRICA
SHARES

Red Eléctrica again surpassed the
IBEX 35 in 2015 and in addition to
the extraordinary rise registered

in 2014, over 50%, we have to add
an increase in the share price of
more than 5% over the last year,
and a return of aver 9% if we include
the dividends paid out by the
Company. The favourable reception
of the Strategic Plan 2014-20189,
and the visibility of the dividend
palicy has allowed our Company

to avoid negative values in 2015.

In 2015 as a whole, 248.2 million
shares were traded, representing
1.84 times the capital of the
Company. Purchases made in cash
totalled 18.537 million euros, up
22% on the previous year which
totalled 15.184 million euros.
Meanwhile, the number of shares
traded in 2014 was 241.5 million.

DISTRIBUTION
OF DIVIDENDS

Red Eléctrica maintains its
commitment to maximising the
share value for its shareholder,
offering on one hand, an attractive
dividend yield and, an the other,
contributing to the increase in the

share price through the efficient
management of its business.

The direct shareholder return in the
form of dividends increased by 7%
aver the previous year. The gross
dividend proposed at the General
Shareholder’s Meeting with a
charge to 2015 profit, is 3.21 euros
per share. On 4 January 2016,

a grass interim dividend payout

of 0.8906 euros per share was
made, with 2.3194 euros per share
pending distribution, as part of

a graoss complementary dividend.

(o)

©
/

@

In the ‘Shareholders and Investors’
section of the corporate website.

In 2015,

Red Eléctrica’s share

price rose by 5.3% and
shareholder returns
exceeded 9% if we
include dividends paid out

by the Company.

MAIN STOCK MARKET

INDICATORS
2011 2012 2013 2014 2015

Total number of shares (thousands] 135,270 135270 135270 135270 135270
N° of shares in circulation
[thousands) 108,216 108,216 108,216 108,216 108,216
Face value of the share (in €] 2 2 2 2 2
Share price (in €)

Maximum 43.89 3975 48.50 74.95 8177

Minimum 30.24 29.00 36.99 4740 67.95

Year end 33.086 37.30 48.50 73.21 7711
Market capitalisation at close
of fiscal year (in €m) 44720 50456 6,560.6 9,903.1 104307
Earnings per share (EPS] (in €] 342 3.66 3.92 531 449
Share price/EPS [N° of times) 9.66 1019 12.37 13.78 1717
Dividend per share (in €] 2.2124 2.3651  2.5422 3.0 321

< >

35


http://www.ree.es/en/shareholders-and-investors
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Connected

to equality,
talent, the
security and
well-being

of employees

i
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CORNERSTONES OF OUR
COMMITMENT TO EMPLOYEES

STABLE AND QUALITY
EMPLOYMENT

Our commitment: internal employabhility of
people during their time as an employee
through the integration, development and
mobility programmes.

99.9% permanent contracts

80% of new directors via internal promotion

HEALTHY WORKPLACE

Our objective is the continued and progressive
improvement in the levels of occupational
health and safety which is understood as
physical, psychological and social well-being.

AENOR Healthy Workplace Certification

5,850 hours of occupational health and
safety training

Constant backing
for a qualified,
motivated and

committed team

(—)

TALENT MANAGEMENT

The training and development of Red Eléctrica
staff is integrated under a global talent
management maodel.

WORKING CLIMATE

SURVEY

170,436 hours of training (G4-LA9]

More than 97,000 hours of training to improve
employahility (G4-LA10]

EMPLOYEE
SATISFACTION

J 4

OUT OF 10

91% TOOK PART

DIVERSITY AND INCLUSION

Increase of wamen on the workforce and in
management positions, and the establishment
of a model and an action plan for the inclusion
of peaple with disahilities.

20.2% of women in management positions.
+4.3% compared to 2014

2.54% of people with a disability (includes
workforce and LGD agreements)
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Stability and quality
of employment o

The Human Resources Director

Plan linked to the Strategic Plan

of the Company and the Corpaorate
Respansibility Plan, facilitates the
achievement of business goals within
an environment of commitment and
good social climate.

Within the framework of the Human
Resources Director Plan initiated

in 2014, during this fiscal year

the training model was launched
along with plans for leadership and
individual development, renewal

of all human resources processes,

PRINCIPLES

OF THE HUMAN \@

RESOURCES
DIRECTOR
PLAN

Qo O :  Efficiency

v

the model and guidebook regarding
the knowledge management

maodel and the model and disahility
management action plan and a
management model that allows the
impact of an ageing workforce in
different areas of the Company to be
assessed.

Alsa in 2015, Red Eléctrica continued
to strengthen its commitment to
leadership in occupational health
and safety and in November obtained
the AENOR Healthy Warkplace
Certification.

518

Equal : Worlk-life
opportunities balance

In order to respond to a changing
and complex environment and
based on the Strategic Plan of

the Company, in 2015, a thorough
review of the organisation of the Red
Eléctrica Group was conducted.

The alignment of human resource
policies in the different companies
of the Group in 2015, will allow wark
to take place under a comman
model while perfarmance indicatars
are gauged, assessed and defined,
and products and service levels
agreed an.

>

Respect : Fair and
for :  personalised
diversity i treatment for all
i  professionals

98

FIXED
CONTRACTS

<t

WITHIN THE
WORKFORCE

99

0

Out of a total
of 1,697
employees

RECOGNITIONS

Red Eléctrica obtained
the maximum score
(100 out of 100] for

the ‘Attracting and
Retaining Talent’ criteria
of the Dow Jones
Sustainahility Index
2015, and occupies
?1st position in the
mercalALENTO 2015
and 29th position in the
Universum ranking.
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A STABLE, COMMITTED Of the 20 appointments that
AND HIGHLY QUALIFIED took place during 2015 in the
WORKFORCE management team of the Group,
[GL|-|_A1] 80% were internal promotions.

Red Eléctrica by the end of 2015, had External turnover stood at 2.1%,
a team of 1,697 professionals, an which is abave the target
increase of 0.9% compared to 2014. of 1% set for 2015.

At a Group level, the warkforce, as at

31 December, stood at 1,763.

Our commitment towards creating
stable emplaoyment is reflected eoco
in the percentage of workers on
permanent contracts, which stands A :

at 99.9%, as well as through the — g

boosting of internal promotion.

KEY EMPLOYMENT
INDICATORS w
(G4-LAL, G4-LA12)

2013 2014 2015
Total workforce 1672 1,682 1,697
Women (%) 231 22.8 231
Men (%) 76.8 77.2 76.9
Women in management positions (%) 197 193 20.2
People with some type of disability (%] 07 07 0.8
Creation of net employment (N° of job paositions) 26 10 15
Average age 43 43 44
Average length of service (years) 13 14 15
Undesired external turnaver (%] 04 08 16
Total turnover (%] 1.0 12 21
Permanent cantracts (%] 99.8 994 99.9

(1) Data regarding Red Eléctrica de Espafia + Red Eléctrica Corporacion

reees £ D
99

WORKFORCE
EVOLUTION

1,648
1,633
WORKFORCE STRUCTURE
BY PROFESSIONAL GROUP 7 ]

7 Management team

30  G1Master degrees

WORKFORCE DISTRIBUTION oo
BY AGE AND GENDER @ @
e —— L
P —
e ———
e — B
;Under 25 - 3 l 3

Data REE + REC.
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COMPENSATION AND
REMUNERATION

Red Eléctrica works with a
comprehensive remuneration and
reward model that responds to the
fulfilment of the following principles:

- Equality and non-discrimination.

« Attract and motivate people.

«Internally fair and equitable.

- Externally competitive.

- Recognition and respect for
diversity.

- Foster career development and the
spirit of excellence.

On this basis, the remuneration
model of Red Eléctrica for employees
included in the callective bargaining
agreement is compaosed of manetary
elements: fixed remuneration, within
broad salary bands, and a special
bonus scheme that recognises
outstanding cantributions.

REMUNERATION
MODEL

OO

s

10th

COLLECTIVE

- BARGAINING
. AGREEMENT
MONETARY AND
NON-MONETARY
ELEMENTS

Increases no
longer linked
to CPI and linked
to objectives

Additionally, it provides benefits in
kind (non-monetary), adapted to

the personal circumstances and
preferences of employees: health
insurance, pension plans, life
insurance, public transpartation card,
luncheon vouchers and childcare
vaouchers. Salary increases, in
addition to updates agreed in the
Collective bargaining agreement, are
linked to results.

In this regard, Red Eléctrica’s 10th
Collective bargaining agreement
guarantees the development of

the remuneration madel to unlink
salary increases fram the Consumer
Price Index (CPI), linking it instead

to internal productivity based on the
fulfilment of management objectives
and productivity.

For the management personnel a
new maodel has been implemented
incarporating the special
characteristics of Red Eléctrica and
the principles of internal equity and
caompetitiveness. The annual variable
remuneration values the contribution
to the achievement of individual

reees € D
100

objectives related to economic,
efficiency, quality variables, and
those of management, such as
safety and corparate responsibility.
Within this model a deferred

variable remuneration for senior
management has been incorporated.

In addition, the compensation
package is complemented by non-
manetary items such as health
insurance, a pension plan, life
insurance and, in 2015, the option of
an electric vehicle was incorpaorated
in alignment with the sustainahility
policy of the Company.

The financial remuneration of new
hires is established depending on
the training and experience provided
within the previous scheme. These
criteria are applied equally to both
men and women.
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The commitment to diversity and
inclusion are part of the culture

of Red Eléctrica, being integrated
into the Code of Ethics and internal
policies of the Company. The
objective is to create business
strategies for individuals and their

by the Management Committee of
the ageing warkforce management
model and an associated action
plan to perform a comprehensive
management of ageing in the
warkfarce that is sustainable,
transversal and integrated into

* Equal Opportunities in employment.

* Promotion of women into positions

of responsibility.

* Protection against gender-based violence.

* Protection against moral, sexual

and gender-based harassment.

231

+2.14)

05. SUSTAINABLE social, professianal and personal the Company strategy. 'ggg"aizt;”tcis bf;";’ﬁg: g:”e’ati""s Compared
development, addressing cultural Prne - to 2014
barriers and stereotypes that * Inclusion of professionals with disabilities.
* Integration of people at risk of social
Oe RERIoN exclusion.
EMPLOYEES
I MANAGEMENT OF AN
Tl:]e Colmmltrr!ent tol AGEING WORKFORCE
diversity and inclusion in 2015, the
Management
@ dare pal’t Of REd O :\/v Committee of the
. 2 : ! - Company approved
Electrica’s corporate FE\-S 20 bemie
. i S an associate
cu |tu re. by ’3 \ action plan for the
comprehensive
ENVIRONMENT = management of ageing
in the warkforce.
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GENDER EQUALITY
AND EQUAL
OPPORTUNITIES

(G4-DMA]

Red Eléctrica has had an Equality
Plan since 2009, developed jointly
with the Social Representation, which
includes actions to promate effective
equality between men and women in
the areas of employment (selection,
promotion and recruitment], training
and development, remuneration,

as well as activities geared towards
raising awareness across the
warkfarce.

During 2015, notewarthy is the
increase in the number of women

on the workfaorce and in managerial
positions, as well as the setting up of

EVOLUTION OF WOMEN
ON THE

WORKFORCE
— -
S o
mEe =
EIN— =
m ..................... "

WOMAN IN

MANAGEMENT
POSITIONS

202

+43y
Compared
to 2014

WOMEN’S
LEADERSHIP
0BSERVATORY

Setupin 2015
with the aim of
proposing actions
toincrease

the presence

of women in
management
positions.

102

REE renews the ‘Equality

in the company’ Seal awarded
by the Ministry of Health,
Social Services and Equality.

a Women's Leadership Observatory
that aims to propaose actions to
increase the presence of women in
management positions.

As a result of the actions carried out
and Red Eléctrica’s commitment
for the promotion of women to
positions traditionally filled by
men, 31% of internal promotions
to management positions that
have been filled in 2015 were

filled by women. Also, in this

fiscal year the first two female
specialist technicians in substation
maintenance joined the warkforce.

The indicator that measures equal
opportunities for promaotions (men/
women) stoad at 1.2 exceeding the
target of 1.3 set for 2015.

Red Eléctrica also supports
initiatives that promote the

role of women in positions

of responsibility such as the
‘Promaciona’ Project which
involved three female directars

of the Company, two of them
were promoted to positions of
greater responsibility. The project,
promoted by the Ministry of Health,
Sacial Services and Equality has

EVOLUTION OF WOMEN
IN MANAGEMENT

POSITIONS
— -
— ..................... o
— ..................... o
_ ..................... =
— ..................... -
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the support of the CEQE, it is
EU-funded and has been developed
at the ESADE Business Schaol.

The equality dashboard, designed in
2014, is enabling us to carry out an
analysis and make decisions so as to
advance in the field of equality.

Adherence to initiatives
and agreements with
the Ministry of Health,
Social Services and
Equality

* Agreement to promote balanced
participation of women and men
on boards of directors.

+ Agreement to increase the presence
of women in management and in
management committee positions.

* Collaboration agreement 'Company
Networks for a society free of
gender-based violence'.

* Participation in the ‘Promociona’
Project which promotes training
and professional development
as a strategy for women's access
into leadership positions.

Red Eléctrica has approved
a model and an action plan
accion for the inclusion of
people with disabilities.

INCLUSION OF PEOPLE
WITH DISABILITIES

Red Eléctrica has given a new

boost to its strategy of inclusion of
professionals with disahilities with
the approval of a management madel
and the associated action plan for its
deployment. This model, approved

by the Management Committee in

—

early 2015, was developed jointly
with the Adecco Foundation and the
involvement of nine strategic areas
of the Company.

The action plan is divided into six
operating areas of action:

1. Strategy and identity.

. Cultural Change.

. Standardisation of disability.

. Inclusive selection process.

. Social Action (inclusion of people
with disabilities at risk of social
exclusion).

o U= w

X

. Compliance with the Disahility Act.

reees £ D
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PEOPLE WITH
DISABILITIES

O

0

Includes people
on the workforce
and via LGD
agreements

6,230

Jobs were generated
for people with
disabilities through
the project 'Empleo
Para Todos’ [Jobs
For All') of the Adecco
Foundation, which
was supported by
Red Eléctrica.
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Main actions 2015

THE GENERATION OF EMPLOYMENT

The procurement of goods and services
offered by Special Employment Centres for
an amount of 400,000 euros, equivalent to
hiring 21 people, and support for the 2020
Plan: 'Empleo Para Todos’ (‘Jobs For All’)

of the Adecco Foundation, through which
6,230 jobs have been generated for people
with disabilities, or at risk of exclusion.

PLAN FAMILIA

Eight employees of Red Eléctrica are
benefiting from this initiative through
which family members with disabilities
receive care and professional assistance
from the earliest ages to support their
social and labour integration.

PLAN AFLORA

Support for employees likely to obtain the
disability certificate providing information
on the benefits and social and corporate
benefits involved plus assisting in the
application processing to obtain it.

UNIDOS PROJECT

Collaboration on this Adecco Foundation
project in which universities and companies
join together knowledge, resources and
experience to accompany, guide and
prepare college students with disabilities
during their academic stage and for their
access to the labour market. In 2015, 26
companies and 9 universities participated
in this project and 42 university students
with disabilities benefited from it.

AWARENESS TRAINING SESSIONS

Geared towards the management team
and all staff in order to formalise the
Company’s commitment; to inform and
transfer the responsibility to all managers
and to involve all employees of the
Company in the project.

COMMUNICATION CAMPAIGNS

Support for the calendar ‘3,285 days
to be happy’, developed by the Adecco
Foundation, and the #Reacciona
awareness campaign launched to
celebrate the International Day of
People with Disability and oriented

to challenge overprotection, prejudice
and discrimination which people with
disabilities have to face in companies.

Key objectives 2016

COMMITMENT AND LEADERSHIP

Communication plan and corporate dialogue
regarding disability.

* Define, position and transfer vertically
Red Eléctrica’s commitment to disability
throughout the entire organisation.

* Train, raise awareness and transfer the
joint responsibility to the leaders of Red
Eléctrica regarding the values and mission
of the Company on disability.

DISABILITY CULTURE

Disability training for strategic areas of the
Company with the aim of:

+ Instilling the principles of diversity
and inclusion through a strategy of
communication and dialogue with Red
Eléctrica’s stakeholders.

* Standardise disabilities through training,
awareness and adaptation of business
processes that favour the corporate
identification and elimination of barriers.

* Reinforce the identity and values of the
Company by sharing, involving and making
all people employed by Red Eléctrica jointly
responsible.

SUPPORT FOR EMPLOYEES

Care programme for employees or family
members with disabilities.

* Selection and integration. Training on
disability for those responsible of the
process for the selection and incorporation
of new employees. Integration into the
Company'’s selection plan of recruitment
sources specialized in the inclusion of
professionals with disabilities.

IMPROVING EMPLOYABILITY
OF PEOPLE WITH DISABILITIES

Awareness, education and guidance
for this group at different stages of
their development. Unidos Project.
‘RedesParaEIEmpleo’ Project.

GENERATION OF EMPLOYMENT

Support Plan 2020: ‘Empleo Para Todos’
(‘Jobs For All') of the Adecco Foundation in
the communities in which Red Eléctrica’s
facilities are present.
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Talent

Manageme NT (su-oma, u-1a10)

Training and development of people
in Red Eléctrica are integrated under
a global talent management model.
Thus, the attraction, training and
development of people, knowledge
management, the identification and
development of talent, are part of the
same process, resulting in greater
efficiency and quality in response to
the Strategic Plan of the Company.

This model, approved by the
Management Committee in 2014
and which has been made known to

all staff through various channels,
facilitates the construction of various
itineraries on which to base the
development of people.

KNOWLEDGE
MANAGEMENT AND
LEADERSHIP MODEL

The knowledge management

model and the leadership model,
are key elements in managing
talent because they facilitate the
transfer of key knowledge regarding
the Company and promote the
invalvement of the leader to suppart
learning, encourage knowledge

Almost 3,000 hours

of training for managers
to develop skills, values
and leadership styles.

sharing of its collaborators and
acquire the commitment to the
development of their teams.

Under the leadership model two
programmes have been developed:
Bank of Potential and LideraT

that pursue the development of
managerial skills required to achieve
a style of leadership that is flexible
and agile geared to the creation

of collaborative and participative
enviranments.

105

THE BANK OF
POTENTIAL

Tl

HAS COVERED

%
OF DIRECTOR
POSITIONS
IN 2015

KNOWLEDGE
MANAGEMENT MODEL

Is accompanied with
a guide that provides
methodological and
practical support and
an action plan that
begins in 2016 .
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In 2015, 33% of head of department
positions and 75% of director
positions have been filled with peaple
included in the Bank of Patential
programmes of the Company.

Additionally, Red Eléctrica's
knowledge management madel
was developed, accompanied by a
guide that provides methodolagical
and practical support which
includes: definition of the objectives,
methodology and description of
twenty associated knowledge
management toaols. The madel has
been completed with the design
and approval of a plan of action that
begins in 2016.

LEARNING STRATEGY

A key element in the new talent
management model is a learning
strategy that acts as a reference
in the construction of training and
development programmes.

DATA REGARDING
TRAINING

AVERAGE NUMBER
OF HOURS OF
TRAINING PER

EMPLOYEE

100

HOURS
170,436

Total hours

D
1D

INVESTMENT

3,36l

EUROS

per employee

The various programmes are
grouped into four areas: technical
training, skills development,
corporate education and training
aimed at specific groups.

MODEL
70-20-10

reees £ D
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The methodology used in all training
activities is hased on the 70-20-10
model and incorporates significant
technological advances and also has
a virtual classroom, Aul@REE, for
anline training.

ON THE
JOB TRAINING

10«
10%

—

FORMAL TRAINING

R OTHER TYPES
' OF TRAINING ... -

204

ECRE, Red Eléctrica’s Corporate School

The Red Eléctrica Corporate School

(ECRE), facilitates the global framework for
the development of training that is tailored
to the needs of the Company and its
employees. The school backs the use of
new technologies with a strong investment
in equipment designed for practical
learning for advanced-level training and
knowledge transfer through internal
teachers and experts.

In 2015, an extensive renovation process
began to give greater support to the global

talent management model, including,

in addition to technical training, training
in values, knowledge management,
innovation and leadership.

Without neglecting presence training,
the practical learning was promoted.
Knowledge transfer is the key to this
ongoing process where internal experts
are essential.
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AVERAGE NUMBER OF

HOURS OF TRAINING

PER EMPLOYEE
INVESTMENT IN TRAINING

PER EMPLOYEE @
o 3 984
Zm 3756
2013 3 153
2012 3 503
zm T

Red Eléctrica has a training
evaluation system that

will reveal the impact of the
training actions and calculate
the return on investment

(ROI) in trainine.

In 2015, more than 170,436 hours
of training were given, which
meant an average of 100 hours
per employee and an investment
of 3,984 euros per employee. 23%
of training hours were given using
in-house resources. [G4-LAS]

The learning strategy has

a training evaluation system,
improved during 2015, which

will help reveal the impact of the
training actions, which will result
in the improvement of the quality
of said actions. The evaluation

system includes different levels:
satisfaction with training, applying
the knowledge acquired, and the
impact of training.

The development of this system
will culminate in the calculation
of the return on investment (ROI]
for training.

107

PROGRAMS
THAT PROMOTE

TALENT IN REE

X

TECHNICAL TRAINING
Programmes: CapaciTA, THabla,
AseguraT, NaTura. Theoretical and
practical aspects that you need to
know to work in each business

unit, as well as training in processes
and procedures, languages, safety
and the environment.

SKILLS DEVELOPMENT

Skills required to perform the role

of each employee in the Company

and that are enhanced in performance
evaluations.

CORPORATE TRAINING

Actions and training pragrammes
that are transversal to the Company:
corporate responsibility, work-life
balance, criminal risks, equality

and quality.

TRAINING FOR THT DEVELOPMENT

OF SPECIFIC TARGET GROUPS
Programmes: InTegra, Enlace, Mobility,
RED Experts, Bank of Potential,
LideraT, PracTica. Newly incorporated
people, experts/staff with
high-potential, management team.
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PERFORMANCE APPRAISAL
AND MANAGEMENT

(G4-LAL])

In Red Eléctrica all employees

are evaluated annually based on
competence, commitment and
cantribution. The evaluation madel
is geared towards facilitating
development and the professianal
career of employees and to manage
efficiently their performance. Since
2012, the opinion of those wha
evaluate and those evaluated is
caollated far the analysis and review
of the model.

During 2015, this has included

the evaluation of digital skills for

all employees in order to suppart
the digital transformation in

the Company. The multi-source
assessment of the management
team has also been expanded,
including the collateral appraisal by
process.

300

IMPROVEMENT OF
EMPLOYABILITY

COURSES

And more than
97,000 hours

MOBILITY PLAN
FUNCTIONAL

In 2015, this plan

has developed 36
transversal mobility
projects and 6
international mohility
projects with European
companies in the sector.

The evaluation of

108

digital skills, included since

2015 in the annual assessment
of employees’ competencies and
commitment, will support the
digital transformation in

the company.

In Red Eléctrica there are three
possible levels of career progression
for each person accarding to their
maturity, knowledge and work
experience. The system provides
real options for development and
evolution from a professional and
economic standpoint. In parallel,
the organisation also enables the
technical professional career as

an alternative to management
progression. The Functional Mohility
Plan facilitates this transversal
development.

Thus, in 2015, 36 maobility projects
of a transversal nature were
developed with the aim of enhancing
versatility and employahility, as

well as 6 international mability
projects for developing peaple

and exchanging knowledge with
European companies in the sector.

Also in 2015, the induction process of
new personnel was reviewed, making
a special effort to promote and
strengthen the role of the mentar,

as well as to raise the awareness

of those people responsible for the
units regarding the importance

of this phase in the life cycle of
persannel.
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COOPERATION WITH
THE EDUCATION SECTOR
@ (G4-LA10)

O THE ComPANY Red Eléctrica maintains its commitment

to the practical training of young
people through the fourth edition of
‘Practico +" scholarship program that
benefited 112 new graduates in 2015.

®

02. STRATEGY

@

03. CORPORATE

Also during this year, 8 students
from universities and 5 students of
vocational training centres carried
out their external academic practices
in Red Eléctrica.

To boost cooperation with this
sectar, a comprehensive program
has been designed that allows

access to practical training both
for students and for new graduates
from universities or from vocational
training, whereby expanding the
cooperative scape and facilitating
the promation of various praojects.

109

GOVERNANCE

Main actions 2015

AV

@

LEADERSHIP MODEL
04. MANAGEMENT

APPROACH : * A development programme has been

: designed and implemented to deploy the
Red Eléctrica leadership model from four
training spaces that can be accessed by
100% of managers to develop skills, values
and leadership styles. In 2015, almost
3,000 hours of training in leadership
were given.

©

05. SUSTAINABLE
ENERGY

©®

06. CREATION * A process was designed for the integration
O ALoE and transition of management to ensure
the continuity and consolidation of the
. leadership model throughout 2016.
EMPLOYEES

TRAINING AND DEVELOPMENT

+ Completion of the mass certification of
SF6 gas recovery units in accordance with
RD 795/2010.

* Training of new telecommunications
operators in Red Electrica for the dark fibre
acquired from ADIF.

o
=
)
o
(]
m
il
<

09. DIALOGUE
WITH

STAKEHOLDERS * Practical advanced training on protection

systems.

* Implementation of six training itineraries
for skills that deal with improved results in
the appraisal of employees. In these first
editions 170 people have been trained,

&)

10. THE
ENVIRONMENT
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with a Blended Learning methodology
(physical and virtual).

Development of the first part of ‘Experts
in RED’ programme, with 1,200 hours

of training, aimed at all professional
experts encompassed within the higher
progression level, so they can share
their knowledge, teaching them digital
techniques, mentoring techniques and
enabling them to be internal instructors.

* 300 courses and more than 97,000 hours
of training to favour the employability of
workers in technical areas, languages and
competencies and skills not directly related
to the functions and duties of the job
position. [G4-LA9]

300 hours of training in corporate
responsibility, which includes aspects

of human rights, in which experts,
management team and new incorporations
to the Company took part. [G4-LA9]

Main objectives 2016

* Support changes in the organisational
structure within the leadership model,
carrying out the actions associated with
the process of integration and transition of
managers in Red Eléctrica.

+ Carry out the actions included in the Plan
for the deployment of the knowledge
management model.

* Implement the new the new induction and
integration Plan, encouraging innovation
and new technological resources.

* Promote ECRE as a conduit of the strategy
of the Company, taking advantage of the
possibilities of the new facilities.

* Encourage the use of technological
innovation for training: the design of
simulators, new virtual courses, videoing
sequences of operational techniques for
consultation.

Analyse different ways of hands-on
working with students from vocational
schools, promoting a system of
cooperation with government agencies and
educational areas.

+ Train maintenance staff from the Company
to perform the local operation activity of
substations.

* Implement the training evaluation system
and ROl calculation.

* Understand the motivations and
professional interests of employees of Red
Eléctrica to facilitate their employability
and promote mobility.

* Continue to promote the mobility model,
proposing functional rotation criteria and
annual rotation ratios to be achieved.

Implement the relational framework
established for the companies of the Group
in the field of talent management with the
subsidiaries in Latin America.

0 B

H
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Dialogue

and transparency

Internal communication is an
essential tool for achieving the

goals of Red Eléctrica, and actively
contributes to achieving the changes
that the Company proposes, with the
invalvement of its professionals.

In order to facilitate and stimulate
dialogue, the new miRED intranet,
the newest development regarding
internal communication channels,
supports the commitment for a
shared communication between all
arganisational units and provides
collaborative spaces that allow

RESULTS OF THE

people to connect and facilitates
dialogue.

In parallel, the analysis and diagnosis
to manage the employee voice

was carried out, as a hidirectional
channel of the human resources area
with the rest of the organisation,
geared towards ensuring continuous
impravement and excellence in
management.

Similarly, face-to-face
communication actions have
continued to be conducted for the

climate survey 2015 (Rating between 0 and 10)

- PERCENTAGE -+ s/f ..........

 THATTOOK PART |

18painlt15 B IN
ooy held SATISFACTION

in2012 . .7 9 q
@ .

TR

IN PRIDE OF OO
BELONGING m
w 1)
""""" COMMITMENT

19

dissemination of strategies, policies
and objectives that have had the
cammitment of the management
team. In this regard, noteworthy in
2015 was the fact that their role

as communicators of leadership
goals has been linked to variable
remuneration.

Convinced that the opinion of
employees is essential in the

shared business project, in the

first quarter of 2015 Red Eléctrica
launched a new edition of the climate
survey, which highlighted the high
participation of 91%, demonstrating
the great employee interest in this
consultatian.

The results were communicated to
employees by the management team
and wark is being carried out on
actian plans derived from the results.
Individualised plans have been
defined for the units concerned and
corporate action plans to enhance
those results that did not reach the
expected level.

110

mi RED

NEW
INTRANET

INTERNAL

COMMUNICATION
CHANNEL

Collaborative
space

THE EMPLOYEE
VOICE

Bidirectional channel
area of human
resources with all
units of the Group,
aimed at ongoing
improvement

and excellence in
management.
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Main actions 2015

DIRECT COMMUNICATION ACTIONS

Code of Ethics, Healthy Workplace Model,
Corporate Responsibility, IT Security,

CARS Project (Safe Responsible and Agile
Driving) and results of the climate survey.

SOCIAL PLAN

Taking advantage of the 30th anniversary
of Red Eléctrica, numerous actions

were carried out within the Social Plan,
such as the 14th edition of the painting
competition for employees' children, the
24th edition of the photography contest,
the 1st competition of short stories and
the launch of the ‘Corriente Positiva’
cultural programme.

EMPLOYEE CHANNEL

Almost 9,000 requests for information
were managed through a service managed
by the Fundacién Juan XXII, a foundation
that works with people with disabilities.

SOCIAL
PLAN

2

FIRST
COMPETITION OF

SHORT
STORIES

One of the
many actions

undertaken
in 2015

9,000

requests for information
were managed in 2015
through an employee
channel managed by
the Fundacion Juan
XXII, a foundation that
works with people with
disabilities.
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Internal communication

is an essential tool that
actively contributes

to achieving the changes
proposed by the Company,
with the involvement of its
professionals.

Main objectives 2016

* Support and monitoring of action plans * Development of transversal

resulting from the 2015 climate survey to communication and personalised plans
work on aspects for the improvement and that promote knowledge of all areas and
consolidation of the strengths identified. expand the business vision.

* Implementation of the ‘employee voice'
as a bidirectional channel for human
resources with all units of the
Red Eléctrica Group.

* Implementation of the second phase
of the miRED intranet with collaborative
tools that enable multidirectional
communication, encourage participation
and facilitate knowledge management

and information agility. * Expansion of cultural activities of the

Social Plan aimed at the participation

* Implementation of an internal and integration of employees, and raise

communication model that facilitates the awareness on issues of sectoral, social
planning and the effective implementation and environmental interest.

of communication actions within the

Company.

"1
X
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Social

dialo JUE (s4-0ma, u-Lay, EULS)

Red Eléctrica de Espafia guarantees
its employees the right to union
affiliation, assaciation and collective
bargaining within the framework

of existing labour laws and the
callective bargaining agreement.

The 10th Collective Bargaining
Agreement of the Company came
into force on 1 May 2014 and shall
remain in force until 31 December
2017. This agreement was appraoved
by the entire union representation
(SIE, CCOO and UGT) and was

endorsed by 82.74% of the workfarce.

During 2015, the 10th Collective
Bargaining Agreement was
implemented taking into account
its inspiring principles: efficiency
and productivity, flexibility and
sustainahility. In 2015, noteworthy
were the following aspects:

Measures linked to flexibility:

the adaptation of timetables to the
needs of the service and seeking
working times that are more
effective and efficient. Worth noting
in this regard was the new working
timetable for office staff:

- Based an 7 hours per day fram
Monday to Friday.

+ Programming of 35 afternaons, in
two-hour blocks, available to the
management team based on the
needs of the department.

+ Number of remaining hours
-in order to complete the annual
schedule of 1,690 effective hours-
to be managed by the employee in
blocks of 30 minutes as a minimum
or a maximum of 2 hours.

« Flexibility in starting times is
available (up to an hour and a half]
and leaving times, to facilitate the
management of working time.

- Reduction of 10 hours in the annual
effective schedule which is now
currently fixed at 1,690 haours.

Following the implementation of
these measures, the number of
employees with reduced working
hours for childcare has been reduced
by almost 50%.

Measures linked to efficiency and
productivity: updating salaries linked
ta the fulfilment of management
abjectives and productivity of the
country (GDP). The updating of salary
cancepts, accarding to Article 36

of the 10th Collective Bargaining
Agreement of Red Eléctrica, was
reflected in the April 2015 payroll on
a retroactive basis from 1 January
2014. In the update, an increase of
2.29% was applied.

112

WORKING
FLEXIBILITY

9

ANNUAL WORK
SCHEDULE

Lo

After being
reduced by 10
hours in 2014,

through the
signing of the
10th Collective

Bargaining

Agreement

THE10TH COLLECTIVE
BARGAINING AGREEMENT

Came into force in 2014 and

was endorsed hy 82.74% of the
workforce. In 2015, this was
implemented following the
principles of efficiency, productivity,
flexibility and sustainability.
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Measures linked to the sustainability
and flexibility: the 10th Collective
Bargaining Agreement incorparates
new work-life balance measures
such as 15 hours paid leave to
accompany family members of first
degree of consanguinity or affinity

on medical appaintments.

The Agreement covers virtually all

of the workforce [98.79%). Excluded
from the scope are the management
team and employees who valuntarily
and reversibly accept the proposal
from the Company for exclusion
from the Agreement. However,

social agreements are of universal
application.

The 10th Agreement provides
different channels of communication

COLLECTIVE
BARCGAINING

AGREEMENT

36.37

0

COVERED BY
THE AGREEMENT

The 10th Collective Bar%aining

Agreement foresees di

ferent

communication channels
between the Company and
employees, which has resulted
In 14 meetings in 2015.

(_)

with social representation. 14
meetings were held in 2015 through
these channels.

COMPANY-EMPLOYEE
COMMUNICATION CHANNELS

- Job classification commission.

- Training commission.

- Occupational Health and Safety
Committee. (G4-LA8]

« Inter-work centre committee.

- Joint commission on social affairs.

- Joint commission on monitoring
and interpretation.

- Joint commissian for staff of
transmission grid facilities.

+ Joint commission on equality.

- Geographical mobility commission.

Notification of organisational
changes is carried out pursuant

ta current legislation [Royal Decree
2/2015, Articles 39, 40 and 41).

reees € D
113

The organisational changes
involving geographical mohility

of workers are made with thirty
days' notice, for both the warker
and the social representation.

In all cases, a consultation process
is carried out.

As for substantial modifications

to the employment contract, in the
case of changes to an employee’s
contract, these will be notified
fifteen days in advance to both the
affected worker and representatives.
If it concerns caollective changes,

a consultation period will be opened
with legal representatives which
may be replaced by a mediation

ar arhitration procedure.

Main objectives 2016

In 2016, work will continue on implementing
the measures already underway, seeking the
full achievement of the objectives for which
they were drawn up and adopted:

* Quest for excellence.

+ Link to the values of the organisation.

* Take into consideration the needs and
expectations of employees.

« Efficient management.
* Fostering responsibility.

* Promoting a culture of collaboration.
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A healthy
WUka'BCB (64-DMA)

The healthy workplace model,
approved by management in 2014,
sets out the principles and guidelines
for the management, promotion and
monitaring of the health of people
that make up Red Eléctrica. Itis a
strategic commitment as set out

in the Code of Ethics, the Caorporate
Respansibility Palicy, the Human
Resources Palicy and the adherence
to the Luxembourg Declaration.

Itis also a commitment to
leadership, as health and safety is
part of the management team’s
management objectives.

In the first half of 2015, the model
was implemented and the Healthy
Workplace Manual was approved, a
palicy document that outlines the
management system, establishes
the principles, the general guidelines
and responsibilities as well as the

RED ELECTRICA

associated regulations to carry
out the management of well-being
in the workplace. Moreover, a
communication plan regarding the
model has been developed far the
entire workfarce.

The healthy workplace maodel has
received the approval of employees
with a rating of 8.7 out of 10 in the
latest climate survey.

L, Psychosocial

(_)

HEALTHY
i WORKPLACE
Physical MODEL
work Principles
environment

Provide

the necessary
means to
perform the tasks
associated to

the job under the
best health and
safety conditions.

Health
resources

Provide
the workforce with t

to improve the state

health, contributing
their well-being and
quality of life.

well-being of
. I ' ‘ I employees.
of physical and mental
to
I l I I located.

promote the physical developed by the

O and psychosacial Compapythat can impact
on the improvement of the

work
environment
Community
Implement involvement
work management
organisation tools i
and resources that Actions
ools Q
health and well-being of
their employees’ families
and the communities in

which their facilities are

reees £ D
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HEALTHY

WORKPLACE
MODEL

MANAGEMENT,
PROMOTION
AND
MONITORING OF

HEALTH

Of Red Eléctrica
employees

RECOGNITIONS

Healthy Workplace
Certification awarded by
AENOR [Spanish Association
for Standardisation and
Certification]. OHSAS

18001 Audit.

@

In the ‘People’ subsection of the ‘Sustainability”
section of the corporate website.


http://www.ree.es/en/sustainability/employees
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HEALTH PROMOTION

Among the many actions carried

aut in the field of health promatian,
notewarthy is the Cardiovascular
Health Plan, participation in the
PECS programme (Healthy Heart
Programme for Companies] and

the Plan for musculoskeletal injury
prevention with warkshops in various
waork centres.

Similarly, projects were carried

out to promote physical activity,
such as holding Sparts Days or

the awareness project for the
management team through their
participation in a physical activity
and health study in collaboration
with the University of Castilla La
Mancha, which also promotes other
corporate values.

MANAGEMENT OF AN
AGEING WORKFORCE

In order to respond to the
cammitment of the Company with
generational diversity, in 2015 the
management model for an ageing
warkforce and an associated action
plan were approved.

HEALTHY
WORKPLACE

O
|

87

EMPLOYEE
EVALUATION

In the climate
survey

MODEL FOR THE MANAGEMENT
OF AN AGEING WORKFORCE

Assesses the impact of
ageing in different areas

of the Company to achieve
a comprehensive, glabal,
sustainable and transversal
management model of the
workforce.

In the first phase a demagraphic
study was conducted of the
warkfarce and its future projection,
as well as an analysis of risks
associated with age, in order to
assess the impact of an ageing
waorkforce in different areas of the
Company. This study constitutes
the basis for establishing a
camprehensive, global, sustainahle
and transversal management
model, which incorporated into

the Company strategy and with

the strong support of senior
management, seeks the ongaoing
improvement in the management of
the ageing workforce by undertaking
a transversal approach from all
areas of human resources, with the
consultation and participation of the
business units.

Within the framewaork of a healthy
workplace, this madel will contribute
to reaching old age in better health,
get people working in jobs according
to their abilities, while maintaining
the best motivation to continue their
professional development and pass
an knowledge to younger people.

115

PHYSICAL WORK
ENVIRONMENT

For Red Eléctrica the reduction
of labour-related accidents is a
priority as well as the continuous
and progressive improvement in
the health and safety levels of its
employees and the employees of
suppliers who collaborate or work
on the Company’s premises.

SEVERITY RATE
EMPLOYEES (64-L46)

OBJETIVE 2015: 0.9

012
o I 0.14
0z I 0.12
2012 VVVVVVVVVV 0.27

FREQUENCY RATE
EMPLOYEES (G4-LA6)

OBJETIVE 2015:4

4.52
X 2.82
X 2.49
D 5.35
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In terms of risk prevention,
continuous monitoring of the work
and activities of higher risk through
inspection programmes is key to
achieving the high levels of health
and safety required by Red Eléctrica.
In this regard, in 2015 there have
been: 14,319 occupational health and
safety inspections in facilities (13.2%
mare than in 2014), which have led
to 2,451 corrective actions, of which
95% have been resolved.

Unfortunately, despite having
improved levels of inspection

and control of activities, in 2015
there were twa fatal accidents of
subcaontracted personnel during
works in Red Eléctrica facilities. To
carry out an analysis and diagnosis
of these accidents, a group of
specific and multidisciplinary

working group was set up which
has identified several lines of action
on which work is already being
undertaken in order to avoid similar
situations occurring in the future.
(G4-LAB)

Thanks to the preventive measures
applied and within the social context
of Spain, there is not currently any
incidence or risk of certain diseases
related to professional activity, or

to date nane have been identified.

In addition, the results of the health
checks performed confirm this
statement. [G4-LA7]

More than 2,000 work
managers and more than 400
subcontracted work supervisors
have been authorised by the
Risk Prevention Service.

HEALTH & SAFETY
IN THE SUPPLY CHAIN

All contractors who work in facilities
and work centres of Red Eléctrica are
certified and qualified in occupational
health and safety, and in the case of
performing activities that carry risk,
such activities shall be dealt with

by the contractor’s work managers
that have been previously approved/
certified by the Risk Prevention
Service of Red Eléctrica. In this
regard, Red Eléctrica has autharised
more than 2,000 work managers and
more than 400 subcontracted wark
supervisors. (EU18]

CONSULTATION
AND PARTICIPATION
OF EMPLOYEES
(G4-LAS, G4-LAB])

Red Eléctrica de Espafia has an
Occupational Health and Safety
Committee whose compaosition and
functions are set out in Chapter 7
of the 10th Collective Bargaining
Agreement.

116

RISK
PREVENTION

14,313

INSPECTIONS
CONDUCTED

+13.24]

Compared
to 2014
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The Occupational Health and
Safety Committee deals with
the regular consultation of
actions on the prevention

of occupational risks.

This Committee is a joint and
collective body set up for regular
and periodic consultation regarding
the Company’s actions an the
prevention of occupational risks.
The Committee consists of six
representatives nominated by

the Company and six prevention
delegates chosen from
representatives of the workers,
representing 100% of the workfarce.
In addition, the Company’s Risk
Prevention Service experts take part
in the meetings of this Committee.

Meetings are held an a quarterly
basis (in accordance with Law 31/95
an the prevention of occupational
risks), but also may be held as

and when requested by any of the
parties concerned.

In 2015, four meetings were held
meeting the foreseen objectives.
During these meetings monitoring
is performed of all preventive

and health activity, the review of
processes and internal regulations
and the analysis and maonitoring
of the occupational health and
safety programmes and results.
The minutes of these meetings
are available to all employees in a
specific section of the corporate
intranet. Also, this Committee

is made aware of the results of
internal and external audits carried
out and the improvement actions
implemented.

OCCUPATIONAL RISK

PREVENTION

SAFETY
TRAINING

9,00

HOURS
410k

given
specifically
regarding
electricity risks

reees € D
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TRAINING AND
AWARENESS

Red Eléctrica considers education

and awareness in the prevention of
occupational risks an essential line
of work to prevent or reduce health
risks arising from work.

5,850 hours of training were given
regarding health and safety to 1,165
participants during 2015. Of the total
training hours, 410 were allocated

to specific training in electricity risk.
(G4-LA9]

Regarding the contractors and
subcontractors, Red Eléctrica
randomly asks its suppliers for
evidence of its training on the health
and safety of its employees, but no
guantitative data concerning this is
available. (EU18]
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training in occupational health and
safety during the incorpaoration of
employees into the database of
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out certifications of suppliers

that perform critical functions,
namely work managers and works
supervisors. In the authaorisation
process of bath, evidence of training

is requested and the completion
of a questionnaire to validate their
knowledge. [EU-18]

Main actions 2015

@

03. CORPORATE
GOVERNANCE

HEALTH PROMOTION

: * Preparation of a psychosocial risk
S : assessment to be held in 2076.

@

* 963 medical and nursing consultations,
and 1,112 medical examinations.
Annual flu vaccination campaign; 220
vaccinations were administered.

04. MANAGEMENT
PROAC
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: * New health campaigns aimed at
O LY : promoting healthy eating and physical
: exercise.

* Eye care campaign with 40% of the
personnel in the work centres of Madrid

©®

06. CREATION

OF VALUE taking part.
* Individualised treatment and monitoring,
. in collaboration with Carlos Ill Hospital, to
EMPLOYEES

give up smoking.

* Prevention of colon cancer for those over
50 and detecting prostate cancer markers
in males older than 50 years of age.

+ Dissemination of healthy eating,
hydration and physical exercise tips.
Implementation of healthy menus in the
dining room in the Head Office.
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STAKEHOLDERS * Promoting physical activity as a healthy
lifestyle habit through financial support
which has benefited 39% of the workforce

across 38 sporting groups.

&

10. THE
ENVIRONMENT

OCCUPATIONAL HEALTH AND SAFETY

+ 5,850 hours of occupational health and
safety training with 1,165 participants.

* Organisation of workplace safety
in confined spaces. A joint goal has
been set with the management of
the Maintenance department for the
identification and marking of confined
spaces in Red Eléctrica. At the end of 2015
more than 1,300 confined spaces had
been identified and marked, representing
80% of those that exist in the Company.
All information regarding these spaces is
in the PRER corporate application which
is available to users.

* Implementation of access control system
(Kerberos) in 65 substations.

* Four meetings regarding occupational
health and safety have been held,
fulfilling the foreseen objectives.

Main objectives 2016

* Conduct a health and safety action plan
that favours the development of best
practices in the field.

* Improve training and competence needs
required for those agents involved in
the execution of works and activities in
facilities.

* Establish actions aimed at improving the
control and monitoring of the activity as a
key element of health and safety rules.

* Develop communication strategies that
promote the knowledge and awareness
of workplace health and safety of all
stakeholders.

* Develop a system of virtual access control
(Kerberos) to expand the information
available to the Company related to
personnel performing work on overhead
lines.

* Drafting and dissemination of an
informative manual on healthy lifestyle
habits.

* Evaluation Study of the index of work-

related training within professional
groups with risks associated to an ageing
workforce.

* Planning and carrying out of the 3rd

psychosocial risk assessment.

* Development of personalised plans of

physical and health activity.

e

——JO
Ii

U

>
z
=
m
x
m
n

118



@

LETTER FROM THE

CHAIRMAN AND THE CHIEF  }

EXECUTIVE OFFICER

®

KEY PERFORMANCE

=
=}
=
>
=t
o
o
in

01. THE COMPANY

®

02. STRATEGY

@

03. CORPORATE
GOVERNANCE

AV

@

04. MANAGEMENT
APPROACH

©

05. SUSTAINABLE
ENERGY

©®

06. CREATION
OF VALUE

EMPLOYEES

o
=
)
o
(]
m
il
<

09. DIALOGUE
WITH
STAKEHOLDERS

&)

10. THE
ENVIRONMENT

>
z
=
m
x
m
n

Corporate Responsihility Report 2015

THE WORK-LIFE
BALANCE

To further progress in creating more
flexible work environments tailored
to the needs of people, is one of the
great challenges that Red Eléctrica
cantemplates within the Work-life
Balance Plan integrated into the
healthy warkplace model. Through a
wide range of measures, actions and
initiatives, which are applicable to the
entire workforce, it aims to imprave
the well-being and quality of life of
people, fostering their commitment
and pride of belonging.

In this regard, the actions that are
being undertaken every year, such
as the days without schaoal, urban
summer camps or the role of
wark-life balance interlocutors,
allow individual situations to be
responded to.

The 10th Collective Bargaining
Agreement, that came inta force

in 2014, has also been a clear step
forward in terms of the waork-life
balance as it includes new measures
ar extending existing ones on the
following matters:

- Labour flexibility.

- Authaorised leave.

« Parenthood.

- Disability/family dependents.
- Sacial Benefits.

- Services.

- Events and activities.

These measures, which apply to the
entire workforce regardless of the
type of contract, have been highly
valued by employees in the 2015
climate survey, whose scare was up
five points on 2012. (G4-LA2)

Main actions 2015

* Development programme for the
management team: training and
awareness for the management of people
through the work-life balance.

* Development of new work-life balance
measures related to health and well-being:
health workshops held during working time
and on Company premises, sports days and
aid for physical activity.

* Activities and family support services:
takeaway food service (dishes included on
the menu of the canteen), days without
school (activities with the children of
employees during working time), urban
summer camps.

*New drive for local work-life balance
partners to study the needs of other work
centres and collectives.

+ Consolidation of the figure of the work-
life balance interlocutor supporting
the interpretation of measures and
facilitating solutions to personal
circumstances. In 2015, 50% of
consultations were resolved with
solutions tailored to specific needs,
beyond the provisions of the Collective
Bargaining Agreement

Main objectives 2016

* Analysis of the implementation of certain
measures to all work centres through local
work-life balance partners, giving greater
visibility to these figures.

* Development of actions within a school
programme for parents.

*Inform all staff about the philosophy
regarding the work-life balance, the
management model and the concept of the
EFR (Family Responsible Company) model
via a training video.

reees £ D
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CLIMATE

SURVEY
EVALUATION

0.J

FOR THE
WORK-LIFE
BALANCE

o

Compared
to 2012

RECOGNITIONS

Renewal of the EFR
(Family Respansible
Company] certification
as a Socially
Responsible Company.
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[ BREAKDOWN OF WORKFORCE BY
TYPE OF EMPLOYMENT, CONTRACT, REGION AND GENDER spaing
. 2013 o m—

—_
(«p)
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o
—

03. CORPORATE
GOVERNANCE
Men Women Total Men Women Total Men Women Total
: Warkforce 1,286 386 1,672 1,298 384 1,682 1,305 392 1,697
04. MANAGEMENT : Employees with permanent contract 1,285 383 1,669 1,289 383 1672 1,304 392 1,696
' Employees with temporary contract 1 3 3 9 1 10 1 0 1
Permanent cantracts (%] 99.9 99.2 99.8 99.3 99.7 994 99.9 1000 99.9
: Part-time contracts (%) 0 0 0 0 0 0 0 0 0
05. SUSTAINABLE H
ENERGY : Workers from temparary emplayment agencies 7 6 13 6 q 10 13 15 28
i Interns 55 16 71 20 35 55 30 28 58
(1) Data for Red Eléctrica de Espafia + REC. Total workforce of the Red Eléctrica Group is 1,763 people. K _/

06. CREATION Note: Red Eléctrica has no self-employed workers that are legally recognised.

OF VALUE

EMPLOYEES

EMPLOYEES
COVERED BY THE COLLECTIVE BARCAINING AGREEMENT Spainw

08. SOCIETY G4-11
é [ ) 2013 2014 (~ 2015 ‘O O :
@ Employees included in the collective bargaining agreement 98.84 98.99 98.79 Q =
09. DIALOGUE : Emplaoyees excluded from the collective bargaining agreement [2) 116 101 121 )
STAKEHOLDERS (1) Data for Red Eléctrica de Espafia + REC. \ 5
(2) People voluntarily excluded from the collective bargaining agreement that are not part of the management team.
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“E RDICATORS TOTAL NUMBER OF EMPLOYEES
BROKEN DOWN BY AGE GCROUP, GENDER AND REGION spainw

2014 (. 2015\
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01. THE COMPANY 2013
@ Men Women Total Men Women Total Men Women Total
Under 25 5 2 7 8 1 9 3 3 6
02. STRATEGY
261to 35 361 119 480 311 101 412 236 71 307
36 to 45 398 147 545 43g 152 591 503 177 680
: 46 to 55 349 98 447 339 107 446 328 108 436
03. CORPORATE B
GOVERNANCE Over 55 173 20 193 201 23 eeq 235 33 268
- : Total 1,286 386 1,672 1,298 384 1,682 1,305 392 1,697

@

(1) Data for Red Eléctrica de Espafia + REC. \ )

04. MANAGEMENT
PROAC

>
©
T

n e | NEW RECRUITMENT BY
AGE AND GENDER Spaing

@

2013 2014 (. 2015\

—
(*p]
=

i
—
p=3
s

—

06. CREATION
OF VALUE
N° of new Recruitment N° of new Recruitment N° of new Recruitment
employee hires rate (%) employee hires rate (%) employee hires rate (%)
07. .
EMPLOYEES M W Total M w M W Total M w M W Total M w
Under 25 1 2 3 20 100 5 0 5 62.5 0.0 0 3 3 0 100
26 to 35 16 9 25 44 76 12 3 15 39 3.0 21 6 27 8.9 8.9
36to4ds 8 14 15 54 5 4 9 11 2.6 11 7 18 2.2 4.0
08. SOCIETY
: Over 45 0 0 0.0 0.0 0 1 1 0.0 0.8 1 1 2 0.2 07
@ Total recruitment 23 19 42 18 4.9 22 8 30 17 2.1 33 17 50 2.5 4.3
e Do (1) Data for Red Eléctrica de Espafia + REC. K J
WITH H M=Men W=Women
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TURNOVER INDICATORS BY
AGE AND GENDER Spainw

2013

2014

Number of people leaving

Turnover rate (%)

Number of people leaving

Turnover rate (%)

Number of people leaving

Turnover rate (%)

Men Women Men Women Men Women Men Women Men Women Men Women
Under 25 0 0 0.0 0.0 0 0 0.0 0.0 0 0 0.0 0.0
26 to 35 3 2 0.8 17 0 3 0.0 3.0 1 4 0.0 5.6
36to4ds 1 2 0.3 14 1 S 0.2 3.3 8 2 16 11
46t0 55 2 1 0.6 1.0 2 0 0.6 0.0 4 2 12 19
Over 55 S 0 2.9 0.0 7 2 3.5 8.7 13 1 58 3.0
Total turnover 11 5 0.9 13 10 10 0.8 2.6 26 9 2.0 23
(1) Data regarding Red Eléctrica de Espafia + REC.
Note: Average length of service of those leaving: 17.12 years. K J
MATERNITY/PATERNITY
LEAVE RATES (M/P) spainw
G4-LA3
[ ) 2013 2014 (. 2015\

Men Women Men Women Men Women

Employees with the right to M/P leave [n°) 79 35 76 38 80 40
Employees who have taken M/P leave [n°] 79 35 76 38 80 40 O O —
Reincorporatians at the end of M/P leave [n°) (2) 79 31 76 33 80 36 9 (@] L
Employees with M/P leave who remain 100 99 100 95 100 90 ﬁ = -—)

on the workforce (%) (3)

(1) Data for Red Eléctrica de Espafia + REC.

(2) The difference between the number of reincorporations of women compared to those

who have enjoyed leave is due to 4 authorised leaves due to child care.

(3) Employees who return to work after M/P leave and continued their work in the twelve

months after their reincorporation. Data as at year end.

~

Note: In the columns with the heading 'women;, takes into account people who have benefited from maternity leave (which includes men with that right).
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OCCUPATIONAL HEALTH
AND SAFETY INDICATORS spainw

01. THE COMPANY [GLH_AB] 2013 2014 (. 2015\
@ Men Women Total Men Women Total Men Women Total
R Average warkforce 1,267 386 1,653 1,291 385 1,676 1,313 391 1,704
Hours worked [thousands) 2,154 656 2,811 2,182 651 2,832 2,214 659 2,873
Accidents with sick leave (serious/minor) 0/7 0/0 0/7 0/7 0/1 0/8 0/8 0/5 0/13
Fatal accidents 0 0 0 0 0 0 0 0 0

03. CORPORATE

GOVERNANCE Days lost due to accidents (2) (3) 332 0 332 348 35 393 202 146 348
T Accident frequency rate 3.24 0.00 249 3.21 1.54 2.82 3.61 7.58 4.52
Accident severity rate 0.15 0.00 0.12 016 0.05 014 0.09 0.22 0.12
04. MANAGEMENT Incidence rate 5.52 0.00 423 542 2.60 q77 6.09 1279 7.63
Absenteeism rate due to common illness (4] (a) 1.18 0.98 213 161 2.64 1.84 1.80 3.19 2.10
Absenteeism rate due to occupational diseases [(b) - - - - - - 1.89 3.30 2.20

05. SUSTAINABLE
ENERGY

©®

(1) Data for Red Eléctrica de Espafia + REC + REI + REINTEL + REINCAN. K
(2) The calculation is based on 6,000 working days per fatal accident and 4,500 for total permanent incapacity.

(3] In 2015, sick days are those associated to an accident that occurred during the period of the report.

(4) The calculation formula was amended as of 2014. Therefore, the data for that year is not comparable with previous years.

Serious accident. Those classified as serious by each doctor that issued the sick leave certificate.

Frequency rate. The number of work-related accidents with leave of absence per million hours worked.

06. CREATION
OF VALUE Accident severity rate. The number of work days lost due to work-related accidents + incapacity scale, per thousand hours worked.
Incidence rate. The number of accidents with sick leave x 1,000 / average workforce.
Absenteeism rate: (a) From 2014 the calculation formula is: days absent due to common Tl (temporary incapacity) > 3 days + days absent Tl <3 days / average headcount x 365 x 100
. and (b) From 2015 it also incorporates the total absence due to health and safety: days absent due to common Tl > 3 days + days absence Tl <3 days + days absence
EMPLOVEES for WA (Work accident) + EP (Permanent iliness) / average headcount x 365 x 100. Absenteeism rates (both a and b), and accounted calendar days from the day that the contingency occurs.
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Also, lost days are counted during the reporting period (even though they may be associated with pre-2015 contingencies) and commuting accidents are taken into account.
Note 1. Days off work due to accident TA (excluding commuting) men: 202 / women: 146 / Total 348.

Note 2. The accident severity rate data for the years 2013 and 2014 corresponding to men differ from those published in the Corporate Responsibility Report 2014,

due to an error in the values published.

Note 3. The register and reporting of accidents is done based on Spanish law and as set out in the Red Eléctrica management system, certified according to OHSAS 18001.
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TRAINING AND

EDUCATION INDICATORS spainw

(BH-LAS] 2013 2014 (' 2015\

Training hours 100,997 133,118 170,436

Employee training hours 94,333 124,158 168,666

Training hours far interns [operation internship grant programme) 6,664 8,960 770

Hours per employee (2) 57 74 100

Employees in training (%] (3) 96 102 101

Hours given with own resources (internal and virtual) 24,682 35,668 40,464

Number of courses managed 696 758 934

Investment in training/total personnel costs (%) 4.3 49 5.0 O O

Investment per employee (€] 1) 3,153 3,756 3,984

Training during working hours (%] 77 68 44 [I—_‘) I m

Hours dedicated to the management to reinforce leadership 1,838 924 2,936

(1) Data for Red Eléctrica de Espafia + REC + REI + REINTEL + REINCAN. K (-) %

(2) Over the average workforce.

[3) Employees who have attended a course/average workforce. A person who leaves the company and had attended

a course throughout the year counts in the numerator, but not in the denominator.

(4) External training cost + travel + hourly student cost + hourly teacher cost + management cost / Average workforce.

AVERAGE HOURS OF TRAINING

BY PROFESSIONAL GROUP AND GENDER Spaing

(BE-LAS) 2013 2014 2015\
Men Women Total Men Women Total Men Women Total

Management team 50 90 54 64 77 66 112 163 123

G1 Master degrees 46 48 a4 86 93 88 148 146 149

G2 Bachelor degrees 65 74 62 47 74 51 86 111 91

Ge Control centre operatars 121 54 106 101 77 98 105 98 105

G3 Specialists 47 22 43 38 13 38 53 44 54

G4 Administrative personnel 6 32 24 13 23 20 30 54 48

Total 64 54 57 76 73 74 86 114 100

(1) Data for Red Eléctrica de Espafia + REC + REI + REINTEL + REINCAN.
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PERCENTAGE OF EMPLOYEES WHOSE PERFORMANCE
AND PROFESSIONAL DEVELOPMENT IS APPRAISED PERIODICALLY Spaing
(G4-LA11)
2013 2014 2015

Men Women Men Women Men Women
Employees with a performance appraisal 100 100 100 100 100 100
(1) Data for Red Eléctrica de Espafia + REC. k

COMPOSITION OF @
THE CORPORATE GOVERNANCE BODIES BY AGE

(G4-LA12) /’ sozs )

Under 30 30-50 Over 50

Board of Directors 0 41.7 58.3 :
Audit Committee 0 0 100
Appointments and Remuneration Committee 0 75 25 )

J

COMPOSITION OF
THE CORPORATE GOVERNANCE BODIES

G4-LA12

[ ] 2013 2014 /. 2015\
M w Total % W M w Total % W M w Total % W

Board of Directors 7 4 11 364 6 5 11 455 7 5 12 417

Audit Committee 1 2 3 66.7 2 2 4 50.0 4 1 S 20.0

Appointments and Remuneration Committee (1) 2 1 3 333 1 3 4 75.0 0 4 4 100.0

(1) This committee had 4 members until 24 November 2015, and on that date it was increased to 5 members. However Mr. Francisco Ruiz Jiménez (nominee director) K -/

resigned from his position on that same day as well, which meant that at the end of 2015 there was a vacancy on this committee.
M =men W=women
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DISTRIBUTION OF WORKFORCE BY

GENDER AND PROFESSIONAL GROURP spainw

G4-LA12
[ ] 2013 2014 2015\
Men Women % Women Men Women % Women men Women % Women
Management team 94 23 197 96 23 19.3 95 24 20.2
G1 Master degrees 326 170 34.3 326 170 34.3 888 180 g2
G2 Bachelar degrees 467 90 16.2 471 89 159 475 86 153
G3 Specialists 369 9 24 374 10 2.6 371 12 31
G4 Administrative personnel 30 94 758 31 92 74.8 31 90 744
Total 1,286 386 23.1 1,298 384 22.8 1,305 392 22.8
(1) Data for Red Eléctrica de Espafia + REC. J
BREAKDOWN OF THE WORKFORCE BY @
AGE AND PROFESSIONAL GROUP spaing
G4-LA12
[ ] 2014 2015\
<30yrs 30-50yrs  >50yrs <30yrs 30-50yrs >50yrs
Management team 0.0 51.3 48.7 0.0 504 49.6
G1 Master degrees 3.0 75.6 214 2.7 74.7 22.6 O
G2 Bachelor degrees 4.8 76.8 184 5.0 74.7 20.3 JOL
G3 Specialists 3.9 66.1 299 31 66.3 30.5 (7] _Q_
G4 Administrative personnel 0.8 55.3 43.9 00 504 49.6 >
(1) Data for Red Eléctrica de Espafia + REC ﬁ

)
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RATIO OF BASE
SALARIES OF WOMEN TO MEN Spainw

(G4-LA13)

2013 2014 2015
Management team 1.03 102 1.01
G1 Master degrees 111 110 111
G2 Bachelor degrees 1.08 105 1.06
G3 Specialists 097 0.98 1.03
G4 Administrative personnel 1.00 0.98 101
Total 1.03 1.02 1.02

(1) Data for Red Eléctrica de Espafia + REC.
M=Men W=women

EMPLOYEES WITH THE POSSIBILITY OF
RETIREMENT IN THE NEXT 5 YEARS Spaing

In the next 5 years In the following 5 years

2016-2020 2021-2025

Management team 1.5 14
G1 Master degrees 14 2.6
G2 Bachelor degrees 1.0 17
G3 Specialists 2.3 2.6
G4 Administrative personnel 0.2 19
Total 6.5 10.2

(1) Data for Red Eléctrica de Espafia + REC.
Note 1. Considering retirement age as a sole requirement and estimating this as 65 years of age.
Note 2. In the first period (2016-2020]), employees considered are those whose age is equal to or greater than 65.

OCCUPATIONAL HEALTH

AND SAFETY INDICATORS REE Contractors

(EU17, G4-10, G4-LAG)

2013 2014 2015
Average warkforce (1) 3,527 3,336 2,950
Hours worked (thousands) 6,058 5,637 4,986
Accidents with sick leave (serious/minor] 4/105 4/88 11/51
Fatal accidents 0 0 2
Days lost due to accidents [2) 5,368 3,437 15,347
Accident frequency rate 17.99 15.61 12.84
Accident severity rate 0.89 0.61 3.08
Incidence rate 30.9 27.57 21.69 O

(1) Based on hours worked, considering 1,690 hours per worker.

(2) Calculation based on 6,000 working days per fatal accident and 4,500 for total permanent incapacity.

Serious accident. Those classified as serious by each doctor that issued the sick leave certificate.

Frequency rate. The number of work-related accidents with leave of absence per million hours worked.

Accident severity rate. The number of work days lost due to work-related accidents + incapacity scale, per thousand hours worked.

Incidence rate. The number of accidents with sick leave x 1,000 / average workforce.

Note: regarding G4-10, no data is available broken down by type of work contract and regulatory regime.

<
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COMMUNITY
TIES

Building and maintaining relationships based
an trust and ongoing dialogue to facilitate the
implementation of projects in the territory.

94% of agreements reached
with landowners are amicable.

SOCIAL
COMMITMENT

Undertaking projects and initiatives of a sacial,
cultural, environmental, educational and
corparate volunteering nature.

Over 200 projects geared towards
social development

CORNERSTONES OF OUR
RELATIONSHIP WITH SOCIETY

?' ;

129

Dialogue,
collaboration
and social
commitment

COLLABORATION WITH

LOCAL/REGIONAL
ADMINISTRATIONS

COLLABORATION
AGREEMENTS

With Autonomous Communities
and Local Councils

(—)

INVESTMENT IN
THE COMMUNITY

Sacial contribution aimed at improving
the well-being and progress of the
communities in which the Company’s
facilities are located.

€6.6 million
contributed to society

TAX
CONTRIBUTION

Tax information transparency and contribution
through the payment of taxes in the different
countries in which the Red Eléctrica Group
operates.

€638 million Total Tax Contribution



Red Eléctrica, as a key playerin

the Spanish electricity system,
contributes to ensuring all citizens
and companies have guaranteed
access to an essential commodity,
such as electricity. Guaranteeing the
security of supply is our first and
foremost social contribution.

Additionally, the work that Red
Eléctrica carries out, through

its Control Centre of Renewahle
Energies [CECRE], allows the
integration of renewable energies to
be maximised. This in turn, makes

it possible for the energy model to
respond to society’s ongoing demand
for it to be increasingly sustainable.

To achieve these objectives, the
Company manages the transmission
grid under the principles of neutrality
and efficiency. It also manages

grid access requests from the
different agents that are involved

in the electricity system under the
same criteria, something that Red
Eléctrica conceives as a process for
the creation of shared value with
saciety, which goes beyaond the mere
provision of a service.

Respect for society, both
enviranmental and social, is a

basic principle of action for the
Company and is present throughout
the development process for new
infrastructure. On the one hand,
seeking solutions that generate the
least environmental impact and, on
the other, promoting the participation
of saciety in the process through
dialogue and ongoing collabaoration.

In this manner, the needs of saciety
are resolved through dialogue and, at
the same time, the facilities respond
to the needs of the electricity
system.

Finally, Red Eléctrica accompanies
its projects in the territary with
callaboration programmes that
reflect the Company’s social
commitment and pursue the

goal of contributing to the sacial
development of the communities in
which its facilities are located.

ree.es
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RED ELECTRICA

SOCIAL
CONTRIBUTION

THE POWER
SUPPLY

The Dow Jones
Sustainability Index
(DJSI) awarded the
Company a high
score in the corporate
citizenship and
philanthropy criteria
(96 out of 100).
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TIES WITH THE
COMMUNITY
(G4-DMA, G4-S01)

Red Eléctrica carries out a program
of actions that promotes institutional
and social relations, seeking
collaboration agreements in a
transparent manner, disseminating
information on the functioning of
the electricity system and driving
participation in projects and
initiatives that promote social
well-being and progress in the
territary.

The Company promaotes and
maintains an ongoing relationship
with the local areas in which its
facilities are located, not only during
the process of canstruction of new
facilities, but also throughout the
entire life cycle of the facilities.

Therefare, it has an organisational
structure distributed nationwide
in order to maintain institutional
communication and collaboration

with government administrations and

also public and private institutions.
This open and participatory strategy
aims to estahlish relationships based
on trust and collaboration that:

« Integrate the presence of
the Company in the social,
environmental and institutional
fabric of the territories where the
projects are implemented, through
collaboration agreements.

« Explain and disseminate the
need for the projects and provide
adequate response to the demand
for information from communities
where its facilities are located.

+ Maintain informative transparency
and facilitate the maximum amount
of information to communities
where its facilities are located.

DEVELOPMENT
PROJECTS

COLLABORATION
AGREEMENTS
SIGNED

reees £ D
131

- Balance the general interests of the
territorial scope with the needs of the
project to ohtain social acceptance.

« Promote the maximum institutional
and social consensus in the
implementation of investment
projects.

As a result of this strategy, in

2015 noteworthy was the signing
of 57 agreements with Autoanomous
Communities and local councils

for projects aimed mainly at
socio-economic, environmental,
educational and cultural development.
Amang these projects, noteworthy
is the agreement signed with 20
local councils for a specific sacial
responsihility plan associated

to the Mezquita-Morella and
Mudéjar-Morella lines.

Social Responsibility Plan associated to the
Mezquita-Morella and the Mudéjar-Morella lines

In 2015, a Social Responsibility Plan
was defined aimed at 20 local councils
in the municipalities of Teruel and
Castellén which will be crossed by the
Mezquita-Morella and Mudéjar-Morella
electricity lines. This programme
encompasses a number of social, cultural
and environmental initiatives aimed

at creating value in each of the towns
involved in the project through the
implementation of specific plans.

The agreement on the actions that

make up the Plan was achieved
through a process of joint assessment
of proposals with each of the town
councils, based on criteria for the
creation of value for society, the
environment and local heritage. The
overall financial contribution amounted
to 300,000 euros.
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In the case of local councils, and in
relation to the construction of new
infrastructure, the Company fosters
close-knit ties with communities to
report on the need for facilities and
their role within the transmission
grid, and to promote dialogue that
facilitates the development of
projects in a sustainable manner
and with sacial acceptance.

Thanks to this ongoing dialogue
and the collabaration on projects
for local development, the Company
has managed to sign collabaoration
agreements with 56% of the local
councils affected by the facilities
brought into service in 2013.
Furthermore, noteworthy is the fact
that amicable agreements were
reached with 94% of the landowners
affected by projects whaose
permitting process was completed
in 2015.

In the framework of the strategy
of business development, Red
Eléctrica provides and promotes
sacial action as an essential
element of its corporate

respansibility paolicy, which is
carried out through defined actions
in collaboration with different
institutions and public and private
entities to respond to the demands
for callaboration put forth by
stakeholders.

In 2015, 6.6 million euros (1.21% of

of social initiatives. In 2014, the
Company started to apply the LBG
methodology to measure these
outcomes and submits them to a
data verification process, ensuring

the correct application of the maodel.

the net profit of REE] was contributed

to the development or promation

%

CONTRIBUTION 2015

%

CONTRIBUTION 2015

TYPE OF REASONS
CONTRIBUTION FOR ACTION
1 8 04
16 391
15 40.5
75 - Monetary - 04 bne-oﬁ
16 o Time o trontribrutionr )
- 59.1 Socialrinvestrmentr

1 In-kind
- - 40.5
8 Management costs

Initiative aligned
with the business

CONTRIBUTION 2015

Iy

17

%

214

317

AREA OF
ACTION
02
a6 09
21.47 Education
37.7” Socwo»econorﬁi&
development
17 - Environment -
17 - Artand cu\turér
5.5” Socialwell—beiﬁg
0.2” Humanitarianré\d
09  Other B
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NEW
INFRASTRUCTURE

CONSTRUCTION

%
AMICABLE
AGREEMENTS

IN 2015

6.6 million euros
were invested in the
development and
promation of social
initiatives.
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SOCIAL
COMMITMENT

Red Eléctrica’s social programme
includes actions mainly aimed at the
sacio-econamic development of the
territory; conservation, protection
and enhancement of the natural
heritage of the municipalities; and
disseminating knowledge of the
electricity system.

In the field of socio-economic
development of the territory,

in 2015, Red Eléctrica promated and
collabarated on over 200 initiatives,
among which notewarthy are the
projects for sustainable lighting,
construction or improvement

of municipal infrastructure,
collaboration on projects of social
relevance with an impact on tourism,
enhancement of the cultural wealth
of the territaries and projects for the
restoration of emblematic buildings,
among others.

@

In the ‘Sustainability’ section
of the corporate website.

A very impartant milestone of

Red Eléctrica in 2015, was the
cammissioning of the electricity
interconnection between Spain
and France, a project that enabled
the interconnection capacity to be
doubled and promotes progress in

the territories on baoth sides of the
border. The project is a reference in
technological development, which
strengthens ties with France and
represents a move towards the
internal energy market.

2015, International Year of Light

On occasion of the celebration of Red
Eléctrica’s 30th anniversary and the
proclamation by the UN of 2015 as the
International Year of Light, the Company
carried out a programme of activities
with the objective of raising raise public
awareness about the importance of light
and its associated technologies for the
development of life and the progress of
society.

In 2015, and in collaboration with public
and private institutions in the fields of
education, science, culture and economy,
Red Eléctrica organised, in different
locations of Spain, 34 activities that
responded to the Company's ongoing
commitment to society to disseminate
information about the functioning of the
electricity system, its needs and challenges
in order to develop a sustainable energy
model.

Among the initiatives, noteworthy are the
conferences that representatives of Red
Eléctrica gave at congresses and seminars
in universities, engineering schools and
institutions related to the electricity sector,
such as the European University of Madrid,
the Menendez Pelayo University, the
Polytechnic University of Valencia and the
Spanish Association for Energy Economics.
Informative seminars led by experts related
to the sector were organised, such as the

one held at the University of Santiago de
Compostela on light-based technologies,
or the Intelligent Energy Forum of the
Chamber of Commerce of Seville.

Within the scope of education, the
Company organised courses in order to train
students of different levels on electricity
infrastructure as well as showing the key
concepts for a sustainable energy model.
The Electric Power Campus for students of
Castillay Leon and workshops on light at
the Science Museum of Castilla-La Mancha
were highly successful according to the
participants.

Similarly, in order to publicise the role of
electricity in the future of the society, Red
Eléctrica developed a programme of various
exhibitions and workshops nationwide,
such as Il.lumina't in Palma de Mallorca. It
also collaborated on the Movilab initiative,
a scientific laboratory on wheels, and
participated in the project to improve
facilities of the Electricity Theatre (Teatro
de la Electricidad) at the Science Museum
of Valencia.

As for the activities related to art and
heritage, Red Eléctrica undertook several
projects to improve lighting and the
sustainable use of energy in buildings

of high cultural and social value in some
municipalities.

The renewal of the lighting of the Santa
Teresa Museum in Avila, and the church of
Montemolin, Badajoz, plus efficient lighting
projects in two schools in Madrid and

one in Ezkio-Itsaso (Guiptizcoa) are some
examples.

767,899 euros were invested
in carrying out this project; a
project on which Red Eléctrica
collaborated with the Spanish
Committee of the International
Year of Light.

< D
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In the field of knowledge
dissemination, Red Eléctrica, as the
sole transmission agent and operator
of the Spanish electricity system,
plays an active role in publicising how
the Spanish electricity system warks
as awhole, as we are aware that a
more informed society is better able
to develop and maintain a sustainable
energy model that effectively meets
the energy needs of citizens.

To disseminate this knowledge,

the Company has the exhihition

‘A highway behind the wall socket’
which aims tao explain the electricity
supply process, from generation to

consumption, placing value on the
activities of the company as TS0 and
key player of the electricity system,
and raise public awareness about the
need for an efficient and responsible
energy cansumption. And at the
same time, the exhibition serves as
a communication vehicle to enhance
the understanding, by the public,

of the need to develop electricity
infrastructure, thereby facilitating its
implementation in the territary.

In this regard, in 2014 the exhibition
was chosen by the Directorate

General for Energy of the European
Commission as one of the five best
practices of the European TSOs to
facilitate social acceptance of projects.

Red Eléctrica’s social programme
promotes the conservation of
natural heritage and the
socio-economic development

of the territory, as well as
dissemination of knowledge
regarding the electricity system.

(_)

‘AHIGHWAY
BEHIND THE
WALL SOCKET
EXHIBITION

During 2015, the
exhibition was on
show at the Science
and Technology
Museum of Tarrasa,
where it received
142,000 visits. This
exhibition, which
started its journey in
2010, has visited six
other Spanish cities
receiving more than
320,000 visitors.

@

More on the exhibition in the ‘ExpoREE’
section of the corporate website.

reees £ D
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Movilab, a scientific
laboratory on wheels

In 2015, Red Eléctrica collaborated with

the Spanish Foundation for Science and
Technology (FECYT), the Higher Council for
Scientific Research (CSIC) and the Padrosa
Foundation on the Movilab project, a mobile
laboratory installed in the trailer of a truck
which toured 13 Spanish cities to bring
science and innovation closer to its citizens.
The journey of this mobile laboratory began
on 22 September in La Corufia and ended
on 27 December at the National Museum of
Natural Sciences in Madrid.

The objective of this laboratory was to
present scientific concepts in an entertaining
and rigorous manner, trying to arouse

the curiosity of society for research. The
workshops consisted of activities related to
both light and its physical principles, as well
as the transmission of electricity.

During those three months, 9,756 people
visited the Movilab truck. More than 7,200
visitors were students of primary, middle,
high school and vocational training, who
came with their groups to review the basic
concepts of light and electricity. In addition,
other groups participated such as first year
engineering university students, parent
associations, teachers and professors,
associations, foundations and other
organisations.

Nearly 10,000 people visited the
Movilab, of which over 7,200 were
students. In total, the mobile
laboratory hosted more than 500
workshops aimed at audiences of
all ages.


http://www.ree.es/en/exporee
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Red Eléctrica also pays special VISITS TO
attention to higher education ' INSTALLATIONS
and training in the area of energy 2015

and the environment. During

2015, of note was the support

for the training of 1,045 students

in masters or specialisation

courses of mare than 35 schools

and colleges through 53 visits to

Company facilities. Also noteworthy

are the 22 agreements signed

with universities and educational

institutions, and collaboration

for the delivery of workshops :

and lectures at universities, in VISITS
which Red Eléctrica participates TO FACILITIES
in disseminating infarmation aon : AND CONTROL
issues related to grid management CENTRES
and electricity systems. 5

Additianally, during 2015, 97

institutional visits were organised

to the CECOEL and CECRE

electricity contral centres, and 55

visits were arranged to different

transmission grid facilities :

nationwide, bringing the total THE ‘RED

number of visitors to Company i ELECTRICA FOREST'
facilities and control centres to A project launched in 2009

1,751. that contributes to the fight
¢ against climate change
Red Eléctrica cantinues to through the planting of
tribute to the training of trees. In 2015, two new
contribute to the traiming o agreements were signed

National Security Forces regarding
matters of safety and security
in electricity facilities and fire

for the restoration of two
degraded public highlands
in Zamora and La Corufia.
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Between 2012 and 2015

the Company

on safety and security issues
regarding electricity facilities
and fire prevention.

prevention, by organising specific
training sessions aimed at the
members of the Civil Guard,
National Palice, the Military
Emergency Unit, Civil protection
and Local Palice as well as for

Fire Brigades. During 2015,

training sessions were arganised

in 7 provinces of six Autonomous
Communities with the participation
of 657 attendees. In tatal more than
2,200 people have been trained as
part of this programme since it was
launched in 2012.

In relation to environmental actions,
noteworthy is the 'Red Eléctrica
Farest’ project, an initiative launched
in 2009 which contributes to the
fight against climate change through
the planting of trees. In 2015, two
new agreements were signed for the
restoration of two degraded puhlic
highlands-forests in Zamora and La
Corufia. In addition, the Company
also collaborates with the Life+
Activa Natura project, suppaorted by
the European Commission, which
seeks to improve knowledge and
awareness in Spain regarding Red
Natura (Nature Network], and it also
cooperates in various hirdlife recavery
projects such as the reintroduction
of the black vulture in Catalonia or
recovery of the Lesser Grey Shrike in
the region of Lleida.
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‘EnREDando; the corporate
volunteering group of Red Eléctrica,
was set up in 2005 with the aim of
extending the social action of the
Company through the promation and
strengthening of the collaboration of
employees in solidarity activities that
respond to social and environmental
needs, problems and interests.
Volunteers participating in the
initiatives promoted by EnREDando
have a common interest to improve
the current situation and act

by joining forces in increasingly
ambitious projects.

During 2015, the main projects
carried out by the corporate
volunteering group were the
following:

* Operation Kilo-Litre Campaign
A total of 7,510 kilos and litres of
foodstuffs were collected in the
campaign and delivered to 28
food banks and various Cdritas
offices (Religious charity] located
throughout Spain. This project for
the ‘non-monetary collection’
was launched in 2012 and since

« Solidarity auction in favour of

then over 16 tonnes of foodstuffs SOCIAL
have been delivered. ACTION
: 2015

« Solidarity concert in favour

of Syrian refugees

Charity concert to raise funds to
help Syrians who are in refugee
camps in Jordan. The funds
collected amounted to 11,057
euros and were delivered to Jordan
Messengers of Peace, given that
for two years Red Eléctrica has
maintained a twinning programme
with NEPCQ, the Jordanian TSO. The

concert was made possible thanks kg_l_
to the participation of employees,

some of who performed with their DELIVERED
music bands. :

« Participation in the 9th edition

of the ‘Companies’ Solidarity

Day’ (DSE)

DSE is a day of corporate

volunteering that connects

businesses and their employees

with different NGOs. Red Electrica :

volunteers helped by warking in an ENREDANDO
ecological garden of the Juan XXIII Corporate volunteering
Foundation, along with volunteers ¢ group createdin

from other companies. 2005 Witlh the aimluf
responding to social
and environmental

needs, problems and

the Apsuria Foundation interests through

Auction of gift items contributed the collaboration of

by managers and employees of © employees in solidarity
the Company and also of corporate ¢ actions.
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gifts of the Company. In 2015,
3,402 euros were raised and
donated to support hydrotherapy
treatments for people with
intellectual disahilities in the
Apsuria Foundation.

- 6th edition of the

"Race for Hope" - FEDER
Participation in this race organised
by the Spanish Federation of Rare
Diseases [FEDER] to mark World
Rare Disease Day.

+ 10th Fair Trade Campaign

Organisatian of a fair trade market,
with the collaboration of SETEM
Madrid in order to contribute to the
eradication of paverty in developing
countries. A total of 3,240 euros in
sales were raised, which translates
into 450 hours of fair wages.

+ Reencounter with Maiti Nepal

Extraordinary donation of 6,000
euras to this NGO following the
earthquakes that shook the country.
Maiti Nepal has taken in and given
shelter to over 200 children in its
arphanage in 2015, owing to the
worsening of the problem of human
trafficking after the earthquakes.
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Participation in

organisations and associations ps

Red Eléctrica is part of various
arganisations and entities both at
an international and national level
where it exchanges knowledge
and experience regarding the

INTERNATIONAL
ORGANISATIONS

ENTSO-E (European Network
Of Transmission System Operators
for Electricity)

The association of European TSOs continued
during 2015 with the drafting of Network
Codes/Guidelines, within this scope
noteworthy is the coming into force of
the 'Capacity Allocation and Congestion
Management' guideline. The three
network codes related to grid connections
and what is known as 'Forward Capacity
Allocation' have exceeded the comitology
process and have passed the final stage
of scrutiny by the European Parliament
and Council. An important step as far as
transparency is concerned as it represents
the operationalisation of the ENTSO-E
Transparency Platform; a platform with

a wealth of information on European
electricity markets.

Within the plan for trans-European energy
infrastructure set out in the Ten Year
Network Development Plan 2016 (TYNDP
2016), ENTSO-E published six regional
network development plans, the description

challenges of the electricity
system, corparate responsihility,
social investment, innovation and
technological development, and
economic-financial management

of development of future scenarios and
the list of projects that the European
interconnected system will need in 2030.

One of the basic strategies of ENTSO-E

in regard to the coordination between
TSOs within the Regional Security
Coordination Initiatives (RSCls) was
consolidated with the signing of a Multi-
Lateral Agreement (MLA) between the
TSO members, whereby ensuring that
RSICs will develop in a harmonised and
interoperable way. Moreover, ENTSO-E,
at its annual conference, presented the
outlook documents aligned with the
Energy Union regarding markets, system
security, regions, and regulation as well as
the publication of the foundations for the
collaboration with electricity distributors.

CIGRE (International Council on
Large Electric Systems)

Organisation which groups together
electricity companies, manufacturers of
capital equipment and goods, engineering
companies and research centres from
around the world with the aim of
exchanging technical knowledge. Red
Eléctrica holds the position of President and

among ather things. Included below
are some of the mast relevant.

Secretary of the Spanish Committee, and
is also a member in the following research
committees: High Voltage Equipment,
Overhead Power Lines, HVDC and Power
Electronics, Development and Economics
of Power Systems, System Operation and
Control, and Information Systems and
Telecommunications.

GO 15. Reliable And Sustainable
Power Grids

An international initiative which groups
together the world’s 18 largest Power

Grid Operators, representing together

more than 70% of the world’s electricity
demand. In 2015, California ISO became a
member and a new committee dedicated to
communication was created.

Med-TSO (Association of the TSOs
of the Mediterranean basin)

This association of the TSOs of the
Mediterranean basin (Med-TS0), of which
Red Eléctrica is a founding partner, aims to
coordinate development plans as well as the
operation of electricity grids in the countries
of the Mediterranean basin. The European

137

Commission, on behalf of the Union, has
granted a significant role to Med-TSO in
its strategy aimed at the development of
a Euro-Mediterranean Platform for the
establishment of a regional electricity
market, endorsed within the framework of
the Union for the Mediterranean.

RGI (Renewable Grid Initiative)

Association between European TSOs and
NGOs that promotes a network of efficient,
sustainable, clean and socially acceptable
European electricity infrastructure capable
of integrating generation from decentralised
renewable resources and on a large-scale.

EASE (European association
for the storage of energy)

European association that promotes the
deployment of energy storage as an essential
tool to improve flexibility and provide
services for the energy system with full
respect to EU’s climate and energy policies.

O
@ In the ‘Associations’ section of the corporate website.


http://www.ree.es/en/sustainability/management-model/professional-associations
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NATIONAL ENTITIES

Real Instituto Elcano

Red Eléctrica is part of the Board of Trustees
and Executive Committee of this entity
whose main task is to conduct international
and strategic studies looking at the world
from a Spanish, European and global
perspective.

Casa de América

Red Eléctrica collaborates with this entity on
the execution of a variety of activities that
contribute to closing the ties between Spain
and the continent of America, especially with
Latin America.

Fundacioén Seres

Red Eléctrica is part of the Board of Trustees
of this foundation whose mission is to
promote the commitment of companies to
the development of society.

Fundacién Lealtad

A pioneer non-profit organisation in Spain
whose mission is to promote Spanish
society’s confidence in NGOs. Red Eléctrica
has been a member since 2012.

Fundacién de Victimas del Terrorismo
(Victims of Terrorism Foundation)

Red Eléctrica has collaborated with this
foundation since 2010 in programmes
directed particularly to young people.

I g

i
| R

Fundacién de Energias Sin fronteras
(Energy Without Borders Foundation)

Since 2012, Red Eléctrica has contributed
resources to and participated in the
sponsorship of this Spanish foundation,
whose mission is to extend and facilitate
access to energy and drinkable water
services, in a continuous fashion, to those
who still do not have them or who receive
them in non-suitable conditions.

Since 2014, Red Eléctrica has been a member
of the LBG Espafia group, an organisation
made up of companies committed to
promoting social action in business, using an
internationally accepted methodology for the
comparative evaluation and measurement of
commitment to society.

- Red Eléctrica collaborates
with various organisations
~and entities nationwide,

with the aim of

promoting corporate

social action.
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PARTICIPATION
IN INTERNATIONAL

ORGANISATIONS

OBJECTIVE

DEVELOP
PROPOSALS ON

sustainability,
legislation, reqgulation
and operational
criteria of grids
and electricity
systems in the
European arena
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Tax ~ Tax strategy

of the
transparency Red Eléctrica

The tax strategy of Red Eléctrica G rO u p
02 STRATECY Group, approved by the Board of a p p I’OVE d by

Directars on June 30, 2015, is based the Board Of

§ on three core values: transparency,
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03 CompoRATE good gaovernance and accountability. D I recto IS.
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: Manage the tax affairs in a manner that is
05. SUSTAINABLE : . . .
ENERGY : proactive, responsible with all stakeholders
: and which is transparent, in order to
comply with tax laws and minimise

reputational risk, making it compatible e
06. CREATION Wlth prOtECting the Share price. € m 81 865

OF VALUE TOTALTAX o,

®

CONTRIBUTION TAX PAYMENTS IN THE
: Continuing with the good practice 2013-2015 PERIOD .
07 EMPLOYEES : started in 2014, within the context
of development of good practices s
08.SOCIETY — @ in corporate social responsihility, OF THE
and with the aim to voluntarily : '-|3% ~~~~~~~~~~~~~~~~~~~~~ 99% TOTAL TAX
: offer tax information to the : CONTRIBUTION
: . . OF VALUE MADE IN SPAIN
: different stakeholders, with greater GENFRATED 5 5
0s. DIALOGUE transparency, the Red Eléctrica .. EARMARKED I H-
STAKERDLDERS Group has calculated and published IEE‘SMTQIETS | ﬁ
its Tota! Tax Contrlbutloh, in order. TAX CONTRIBUTION
to highlight the economic and social []/ COMPARED TO REVENUE Ay
10. THE [] /

o function derived from the Group’s ﬁ
tax payments.

ANNEXES

®©



@

LETTER FROM THE

CHAIRMAN AND THE CHIEF  }

EXECUTIVE OFFICER

©

KEY PERFORMANCE

=
=]
=
>
5
o
o
n

01. THE COMPANY

®

02. STRATEGY

@

03. CORPORATE
GOVERNANCE

AV

@

04. MANAGEMENT
APPROACH

@

05. SUSTAINABLE
ENERGY

®

06. CREATION
OF VALUE

&®

07. EMPLOYEES

08. SOCIETY

@

09. DIALOGUE
WITH
STAKEHOLDERS

©

10. TH
ENVIRONMENT

©

ANNEXES

-(@

Corporate Responsibility Report 2015

TOTAL TAX
CONTRIBUTION

To calculate its Total Tax
Contribution, the Red Eléctrica
Group has followed PwC'’s Tatal Tax
Contribution (TTC) methodology,
whose characteristics are:

+ It measures the total impact
derived from a company’s
payment of tax.

- It reflects the total amount of all
the taxes input (which represents
an effective cast for the company)
and collected (which are paid by
other taxpayers as a result of the
economic activity generated), at any
level of the Public Administration.

- Itincludes all the tax payments
made to the Public Administrations.

- It adapts to any tax regime in the
world and it is simple to use, even
for people with no knowledge of
taxes.

reees £ D
140

TOTAL TAX CONTRIBUTION 2015

Red Eléctrica’s Total Tax Contribution
during 2015 amounted to 638 million
euros, 199 million euros corresponding
to input tax and 439 million euros

to taxes collected.

INPUT TAXES

Tax on profits, Corporate Income Tax (1)
represents 82% of total input taxes
that have been paid to the various tax
authorities, mostly to the Spanish tax
authority.

TOTAL
TAX TAXES COLLECTED
Of the total of taxes collected during
CONTRIBUTIONS 2015, the taxes on products and services

i

stand out, fundamentally the Value
Added Tax (2) which accounts for 81% of
the total.

CORPORATE
INCOME TAX

02
%

OF INPUT
TAXES

(1) The Consolidated Annual
Accounts provide detailed and
specific information regarding
the effective tax rate of 26.87%,
accounting deductions, etc.

VALUE
ADDED TAX

69

B9 Taxcollected: €439m
31 Inputtax: €199m 81

0

OF TAXES
COLLECTED
(2) Understood as those indirect
taxes equivalent to Spanish

IVA [VAT), which taxes
consumption.
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GEOGRAPHIC
distribution
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TOTAL

TAX CONTRIBUTIONS 2015

Spain Latin America Other (EU) Total
Input tax 196 3 199
Tax collected 433 3 3 439
Tax contribution 629 6 3 638

141

The total tax contribution of
the Red Eléctrica Group to the
relevant tax authorities in all
countries in which it operates
amounted to 638 million euros,
Spain being the jurisdiction
with the greatest tax
contribution (99%).

TOTAL
TAX
CONTRIBUTION
1
99
99  Spain
1 Other

The revenue of the Red Eléctrica
Group is principally in
Spain (98%).
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WEIGHT OF TAXES
ON VALUE DISTRIBUTED

Applying the Total Tax Contribution
[TTC) methodology, the value
distributed by the Red Eléctrica
Group in 2015 would total 1,473
million euras, a figure which is
compased of sum of the following
elements:

- After-tax profit or shareholder value
(607 million euros).

- Wages and salaries after taxes
caollected (70 million euras).

+ Net interest (158 million euros).
- Taxes (638 million euras): input

(189 million euros) and collected
(439 million euros).

VALUE

DISTRIBUTED

13

2015
11
41

41

43

Inland Revenue
Services

1

Of every 100 euros in value

generated by the Red

Eléctrica Group in 2015, 43 euros
went to tax payments.

(_)

reees £ D
142

The Total Tax Contribution
compared to the revenue
of the Red Eléctrica Group
represented 33%.

TAX CONTRIBUTION
AS A PERCENTAGE OF

REVENUES TAX

CONTRIBUTION
The comparison of Total Tax COMPARED
Contribution to total revenues is TO TOTAL
an indicator that shows the amount REVENUE
of the contribution made by Red 2015

Eléctrica in relation to the size
of its business.

The ratio of Total Tax Contribution
to total revenues is 33%, of which:

- 10% are input taxes.

. 33 .
- 23% are collected taxes.
10 23
0 inputtaes

23  Collected taxes
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Regarding Red Eléctrica’s tax
responsibility, notewarthy are the
following aspects:

+ Red Eléctrica is committed to
complying with tax legislation and
tax obligations in the countries
in which it operates.

- In the area of transfer pricing,
Red Eléctrica operates on
the principle of full competition.

- Red Eléctrica's Code of Ethics
and tax strategy sets out the
commitment not to create
companies to evade taxes in
territories considered tax havens.

- Red Eléctrica has a Comprehensive
Risk Management System that
includes any relevant tax risks
for the Company. In 2015, the
Board of Directors approved (1)
the aspects regarding the Control
and Management Policy of Tax
Risks of the Red Eléctrica Group
and their integration into the
Comprehensive Risk Management

(1) Board of Directors session held on
29 September 2015

ree.es

Policy, establishing the specific
guidelines for action for the
management of said risks.

Tax Administration Authority : CODE OF GOOD
under the Large Business Farum. TAX

Said undertaking took place in : PRACTICES
October 2015, and is aligned with

the principles and guidelines for

action on tax matters established

in the tax strategy of the Group.

- The Company also has a specific
Internal Control System for
Financial Information (ICSFI], which
includes tax data and processes,
based on the COSO [Committee
of Spansaring Organizations :
of the Treadway Cammissian) 2015
methodology. These processes and :
systems are systematically subject
to internal and external audits.

BY RED
ELECTRICA

- The Board of Directors has
approved (1] the commitment
of the Red Eléctrica Group to
undertake the Code of Good Tax
Practices adopted by the State

In 2015, the Board approved

the aspects of the Control and
Management Palicy of Tax Risks

of the Red Eléctrica Group and their
integration into the Comprehensive
Risk Management Policy.
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Transparent, fluid
and close-knit
relationship
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01.

02. STRATEGY @
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© SHAREHOLDERS ~ SUPPLIERS

04. MANAGEMENT
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@

APPROACH : :
AND |NVESTD RS CORPORATE Sustainable supply chain management maodel:
Transparent and fluid communication, WEBSITE transparency in management, integration
e facilitating relevant corporate information to . of corporate responsibility criteria in the
ENERGY meet the information needs demanded by procurement strategy, and its transference to
: these groups. suppliers.
o 542 meetings with analysts and investors 98% of purchases from local suppliers
OF VALUE : :

@B  MORETHAN @

08. SOCIETYD :
CLIENTS AND . THE MEDIA
09-OUeoeue MARKET AGENTS Dissemination of activities, projects and
STAKEHOLDERS Compliance with requirements regarding initiatives undertaken by the Company, with

communication and publication of information, particular emphasis on its commitment to

&

07. EMPLOYEES

®

while guaranteeing transparency, integrity and sustainability.
10. THE disclosure timelines. M | I_I_l U N 79 press releases issued
ENVIRONMENT B B
Client satisfaction 8.3 out of 10 : VISITS :

®

ANNEXES
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Shareholders
and investors

Red Eléctrica maintains a solid
commitment to dialogue with its
stakehalders, facilitating them

with the relevant corporate data

to meet the information needs of
shareholders and investars at each
moment. This communication is
transparent and fluid, which is key to
achieving a trust relationship

with them.

In 2015, 542 meetings were held
with investors: 510 for variable
income, 11 for fixed income and

21 for corparate governance. Far
yet another year, the Company has
turned to major financial forums in
the domestic markets of Europe, the
United States and Australia, thus

responding to our policy regarding
cammunication and transparency.

In our effort to improve
cammunication with sharehaolders
and investors noteworthy is the
role of the corporate website, which
presents the information that most
interests the investar warld.

The website includes socially
responsible investar section, a
specific section which aims ta
provide all the relevant information
about the Company that allows the
investor to gain an understanding
of the ethical, social and
enviranmental elements necessary
when making investment decisions,
said information is provided as a

MAIN
2011 2012 2013 2014 2015

Sharehalders’ office (visits managed) 1,495 1,259 1,078 1,105 1,284

Sharehalder electronic forum - via phane

and email [consultations managed) 1,067 1,031 1,003 1,008 1,118

Meetings with analysts and

institutional investors 346 581 712 555 542

complement to traditional economic
and financial criteria.

Within the scope of the Shareholders’
Meeting, in line with previous years,
and with the goal of increasing

the chances of participation of
shareholders at the Meeting, the
Company broadcasted live, for yet
another year, not only the Ordinary
Shareholders’ Meeting but also the
Extraordinary Shareholders’ Meeting
held on the occasion of the process
for the separation of the positions of
the Chairman of the Board and the
Chief Executive Officer (CEQ] of the
Company.

Furthermore, the Company has

also cantinued to expand the
functionalities of the system for
vating on proposed resolutions by
electronic means, as well as thaose
of the electranic shareholder forum.
Noteworthy in 2015 was the great
effort made in communication

in both events, and the high
participation of sharehalders in both
Meetings.
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MEETINGS WITH

INVESTORS
2015

ol

510 - VARIABLE
INCOME

21 - CORPORATE
GOVERNANCE

@

In the ‘Shareholders and Investors’
section of the corporate website.


http://www.ree.es/en/shareholders-and-investors
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01. THE COMPANY

®)

@ 5 PROFILE OF RED - Regulatory bodies (Ministry of subjects (622 in December ﬂ
02 STRATELY ELECTRlCA’S CLIENTS Industry, Energy and Tourism; 2015], which are the entities :
National Commission of Markets and that participate in the organised :
These are those organisations or Competition and the various public markets, or execute hilateral
03 CORPORATE bodies with which Red Eléctrica administration energy departments caontracts with the physical delivery
establishes a relationship necessary of the different Autanomous of energy. (EU3) :
S for the supply of their services as Communities). They are responsible
@ H , , , L .
: transmission agent, manager of the for regulating the activity of Red - Operators of the interconnected : REGISTERED IN
04. MANAGEMENT : B
APPROACH g transmission grid and operator of the Eléctrica, as well as assessing its electricity systems, THE ELECTRICITY
: Spanish electricity system and that management and establishing electricity distribution companies, SYSTEM
: can be grouped inta the following remuneration for their services. the market operator OMI-POLO i -
05. SUSTAINABLE broad categories: ESPANOL, S.A. [OMIE), providers of
: - Participating agents in the system adjustment services and
wholesale electricity market. This companies providing demand-
T : group is composed of all market side interruptibility management
OF VALUE services.

&

- Other groups, requesters of

e REd E I éCtri ca | S S u Cces S i S local operation and maintenance
: based OI"I the prlnc|p|es services and those requesting

adaptations of or changes to the

B Of HEUtrallt\/; deDEI"IderICe rloutes of high-voltage electricity
o panee_ and economic efficiency that ines

it applies to all its activities
and functions.

®

&)

10. THE

ENVIRONMENT :
: (_' : o
: : @ On the e-sios website.
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TRANSPARENCY,
NEUTRALITY AND
INDEPENDENCE AS
ELECTRICITY SYSTEM
OPERATOR

Red Eléctrica bases its success as
manager of the Spanish electricity
system an the principles of neutrality,
independence and economic
efficiency that it applies in all its
processes and activities, especially
in the service it provides to its clients
and market agents. To this end, the
Company has an Operation Code

of Conduct to ensure transparency,
canfidentiality, ethics and aobjectivity
in its role as operator of the
electricity system.

With respect to the information the
Company must publish regarding
the results of the system operation
markets aor processes; Red Eléctrica
guarantees the confidentiality of
the data provided by the market
agents. The operating procedure
No.9 (P.0.9] ‘Exchange of Information
with the System Operator’, sets

aut the criteria for the aggregation
and publishing of this information
and the timeframes within which it
should be made available to market
agents and society in general. On
request by the system operator,
this operating procedure has been

UPDATE
OF THE

e-SI10S website

PLATFORM FOR
COMMUNICATION

MARKET

SUBJECTS

OPERATING
PROCEDUREN"9

Sets out the criteria

for the publishing of
information regarding

the electricity markets

or system operation
processes and the
timeframes within which it
should be made available
to market agents and
society in general.
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In 2015 a new version of the
public e-sios website was
launched to expand its content,
improve the presentation of the
information provided and provide
access to society in general.

recently adapted to conform to
the Transparency Regulation (EU]
543/2013 and Regulation [(EU]
1227/2011 on Wholesale Energy
Market Integrity and Transparency
[REMIT] as well as to Royal Decree
413/2014 of 6 June regulating the
activity of electricity production
from renewable energy sources,
cogeneration and waste approved by
the Ministry of Energy’s Resalution
of 18 December 2015.

Red Electrica, as System Operator
has a website available to market
agents http://sujetos.esios.ree.
es accessible through digital

certificate, and another far society
in general https://www.esios.ree.
es. Both channels, which undergo
continual improvement, are key
tools to ensure compliance with
the legal requirements regarding
communication and disclosure of
information. Noteworthy is that in
June 2015 a new version of the
public e-sios website was launched
to expand its content, improve the
presentation of the information
provided and facilitate access to
society in general, by presenting the
information in a clearer, simpler and
more educational manner. In this
way, the Company strengthens its
leadership in and its commitment
to transparency regarding the full
implementation of the internal
energy market, coinciding with

the coming into operation of the
ENTSO-E Transparency Platform.


https://www.esios.ree.es/en
https://www.esios.ree.es/en
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Red Eléctrica also manages the
regional information platform of
the IESOE region, www.iesoe.eu, in
which the operators of the French,
Portuguese, Moroccan and Spanish
electricity systems centrally publish
data on the capacity and use of
electricity interconnections that
cannect the Spanish peninsular
electricity system with the
electricity systems of these
countries.

Alsg, as of January 2015

Red Eléctrica is sending ta the
ENTSO-E transparency platform,
www.transparency.entsoe.eu 100%
of the data required by Regulation
(EU) 543/2013 of the EC for the
presentation and publication

of data on electricity markets
(Transparency Regulation). In line
with Article 5 of this Regulation, the
procedure manual for the exchange
of information via this platform is
expected to be reviewed in 2016.

In addition, the Company
cantinues to participate, through
ENTSO-E working groups, on the
development and application

of Commissian Implementing
Regulation [EU) 1348/2014 of the
EC, of 17 December relating to the
cammunication of data in virtue of
article 8 (paragraphs 2 and 6] of
Regulation (EU] 1227/2011 of the
European Parliament on Wholesale
Energy Market Integrity and
Transparency (REMIT]. Reporting
abligations foreseen for System
Operators (disaggregated data
regarding explicit auctions and
allocations of interconnections)
shall apply as of 7 April 2016.

As of 2014, Red Eléctrica
includes among its publications
the information related to the
Voluntary Price for the Small

REGIONAL
INFORMATION

PLATFORM

IESOE.EU

PARTICIPATED IN

SINCE 2014

the e-sios website
publishes the
information on the
hourly prices of
energy relative to
the Voluntary Price
for the Small
Consumer [PVPC).
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Consumer (PVPC), in compliance
with the regulations of Royal Decree
216/2014 of 28 March, which
establishes the methodology for
calculating the voluntary price for the
small cansumer of electricity and the
legal framework for contracting it.

Every two months, Red Eléctrica
arganises the CTSOSEI, the
cammittee which provides market
subjects and regulatory bodies with
information about the operation

of the electricity systems of the
Iberian Peninsula and information
an the electricity system adjustment
services markets in Spain and
Portugal, and on the energy
exchanges made through the
interconnection between the two
electricity systems. Additianally,

the Company participates in, and
leads in some cases, working
groups that endeavour to increase
cammunication and transparency,
such as the Incident Analysis Group,
GRAI, which analyses the most
relevant incidents, their causes and
necessary corrective actions of said
incidents to ensure that they do not
occur again.


http://www.iesoe.eu
https://transparency.entsoe.eu/
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Red Eléctrica publishes on the
e-sios website periodic reports
on incidents, management

of grievances received and

resolutions taken.

Red Eléctrica also has, since 2008,
a system far the analysis and
revision of processes and results
associated to the operation activity
under the standard known as
SSAE-16 (Standards for Attestation
Engagements). This system is
regularly submitted tao rigorous
external evaluation. In 2015, the
evaluation corresponding to 2013
was conducted.

MANAGEMENT OF
INCIDENTS AND GRIEVANCES

Red Eléctrica manages grievances
related to the services it offers

and to the impact of its activities,
according to clearly defined criteria,
in order to assure that they are
treated properly. The e-sios website
for market agents contains a
‘Grievances’ section, which allows

anline processing of grievances
regarding the system adjustment
services market and the international
energy exchange schedule managed
by the system operatar. The website
allows market agents to consult

the status of their grievances and
obtain histarical information about
them. Red Eléctrica also publishes,
on this website, periodic reports on
incidents identified, the handling

of the grievances received and the
resolutions taken.

MAIN
2010 2011 2012 2013 2014 2015

Number of estimated grievances related to the system adjustment services

market and the international energy exchange schedule 70 6% 6 3 2 3

Grievances per 1,000 GWh of energy managed

in the system adjustment services markets 2.52 0.26 0.31 015 0.09 017

Percentage of grievances resolved (%) 100 100 100 100 100 100

(*) The number of estimated grievances fell significantly in 2011 due to the implementation of the e.sios system on 5 October 2010, of the automation of the mechanism for
the reallocation, in real-time, of secondary control reserve [as contemplated in the existing operating procedure 7.2)

150

MANAGEMENT OF
GRIEVANCES

100

RESOLUTION OF
GRIEVANCES

2010-2015

THE SECTION

‘Grievances’ of the

e-sios website allows
market agents to repart
complaints directly,
monitor the status of
their grievances and have
access to the history of
the same.
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SATISFACTION SURVEY

Red Eléctrica carries out satisfaction
surveys every two years, directed

to its clients and market agents.

The maost recent one was done

in 2014. The overall average
evaluation obtained was 8.3 out of
10. Based on these results and the
analysis of the requirements and
expectations collected, the 2015-
2016 Improvement Plan was drawn
up containing different actions
aimed at improving communication,
transparency and the processes and
services offered. The Improvement
Plan and the final results are notified
to clients and market agents that
take part in the survey.

As a new development, in the
last survey the monitoring of this
notification was monitared in arder

SATISIFACTION INDICATORS

Biennially, the Company
conducts a client
satisfaction survey.

The 2014 survey reflected
an overall average rating

of 8.3 out of 10.

CLIENTS AND MARKET AGENTS (0-10)

to confirm it has been received,
as well as the understanding and
appropriateness of the actions

included in the Improvement Plan.

2006 2008 2010 2012 2014
Overall satisfaction level 7.8 7.6 8.0 8.3 8.3
Level of satisfaction of quality factors 74 74 76 79 8.0
Level of satisfaction of services provided 7.0 7.2 7.8 79 77
Customer attention 7.8 74 75 7.8 7.7
Evaluation of improvement actions undertaken as 6.5 6.8 6.1 7.2 6.6

a result of the previous evaluation study

151

IMPROVEMENT

PLAN
2015-2016

i

ACTIONS

GEARED TOWARDS
PROMOTING

Communication,
transparency and the
processes and services
offered
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01. THE COMPANY
@ The Company has a sustainable Red Eléctrica’s supplier management DESCRIPTION OF
management model for the supply model seeks to minimise, throughout THE SUPPLY CHAIN
chain which is governed, amongst the supply chain, the business, (64-12)
ather things, by the guidelines of technical, environmental, health
the Procurement Palicy and the and safety risks, in addition to those The supply chain is characterised by:
relationship framewark established related to labour conditions and - Centralised management.
in the Supplier Code of Conduct, ethical behaviour. In 2015 a total of - The existence of an independent SPECIFIC

which in 2015 did not register any

553.3 million euros in purchases of

unit for management of the

COMMUNICATION

APPROACH infringement - as was the case in goods and services were managed stakeholder group of suppliers and
. . . . : CHANNEL FOR
the previous year. through 1,012 suppliers. 98% of this associated processes. ; THE
amount was awarded to suppliers + A supply chain with separated i
05. SUSTAINABLE with head offices in Spain. functions: SU PPI_I ER

ENERGY
-Whoever defines the need does

not make the purchase,
-Whaoever makes the purchases

®

06. CREATION

O VALUE neither qualifies, nar certifies,
: nor pays, nor decides on the
supplier, and

- Whoever certifies does not pay.
- Management of stock and
outsourced distribution.

Of the 553.3 million euros
invested in the procurement
08. SOCIETYD Of gOOdS and Services -Developnjentlofa specific
in 2015, 98% was awarded e e e e SO
. : PP [ PP . MANAGEMENT
tO SUpp“erS Wlth head and Helpdesk) | Red Eléctrica seeks
offices in Spain.

®

09. DIALOGUE
WITH —
STAKEHOLDERS

to minimise risks related

to business, technical,

: : environmental and health

ENVIRONMENT p © and safety aspects in the
= ¢ supply chain,

&)

®©
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SUPPLY CHAIN MANAGEMENT MODEL

FRAME-  LEVERS

WURK FOR ONGOING
IMPROVEMENT
OF THE MODEL
+ REE Strategic Plan
-Law 31/2007

- Strategic Plan of
the Procurement
Department.

+ REE Code of Ethics

« Supplier Code
of Conduct - Annual objectives and

+ Procurement Policy projects

- CR Policy + Our suppliers

- Regulation - Evaluations/Audits

PILLARS

Separation of
functions in the

Separation of functions

- Existence of a specific department for Suppliers.
- Whoever defines the need does not make

(_)

D

Transparency

» Maximum communication with the supplier
throughout the entire process. The supplier is

processes and the purchase. "listened to".
transparency in + Whoever makes the purchases neither qualifies, « A supplier qualification process that is open and
management nor certifies, nor pays, nor decides on the supplier. accessible on the corporate website.
- Whoever certifies does not pay. - System-managed processes that are traceable,
auditable and that are visible to top management.
Ethical management Building relationships with suppliers and
r 3 - Processes defined under the principles of subcontractors
Ethical transparency, fairness and objectivity. - Transference of technical and corporate
manag_en:lent - Diverse communication channels that guarantee responsibility requirements.
and I?mldln.g » confidentiality: ASA (Procurement Support and + Information campaigns for suppliers and
relations with Helpdesk), DIGAME and the Ethics Manager . participation with them in working groups.
suppliers and - Acceptance of the Supplier Code of Conduct.
subcontractors - Social audits.
\ J - Specific development plans as a result of
continuous monitoring.

+ Medium-term and long-term purchasing strategy
that gives visibility to the business of the
suppliers.

e 9
Minimisation
of the risk Minimisation of risk
associated - Continuous verification of compliance with the business/technical/CSR requirements for
with the » qualification, selection, awarding, subcontracting, and continuous monitoring of performance.
procurement - Continuous search for an optimum market of suppliers.
processes

. 7
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In 2015, of the 553.3 million euros
in purchases managed, 79% were
related to services and works, while
the remaining 21% corresponded to
material/equipment. The Company

formalised orders with 1,012
suppliers. To this figure should be
added anather 1,141 (subcontractors)
that have performed work for the
Company, bringing the total number

of companies that have worked
within the framewark of contracts
managed by the Company in 2015
to 2,153.
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CONTRACTS
MANAGED

2,133

SUPPLIERS
HAVE WORKED

Within the
framework of
contracts
managed by the
Company in 2015
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Of note is the fact that the average
time required for the managing of
subcontracting requests was 2.1
days, in line with previous years.

As for the geographical location

of purchases, 96% of suppliers

with purchases in 2015 have their
head offices in Spain and 99%
belong to countries of the European
Union. In line with previous years, it
cantinues to show a concentration
of purchases to a reduced number of
suppliers, whereby the 20 suppliers
with a greater valume of purchases
represented 51% of total purchases
in 2015.

All the suppliers must accredit

their business solvency and comply
with the specific requirements
assaciated to the provision of
services, equipment ar supplies - in
addition to those associated to labour
conditions, and ethical behaviour.
Additionally, those suppliers of
‘critical” equipment/material, from the
point of view of their impact on the
business of the Company, must meet
even mare stringent requirements

an environmental and occupational
health and safety aspects. In 2015,
the volume of purchases of these
‘critical” supplies represented

74% of the total purchase and is
concentrated on 349 suppliers.

155

CRITICAL In 2015 a new impact

SUPPLIES

2015 matrix has been obtained
regarding Company supplies
and their impact on
corporate responsibility.

Vendar/supplier requirements,
regardless of the purchase order to
be fulfilled, are initially verified (in
the supplier qualification process)

[)/ and then continuously monitared as
0 part of the relationship between Red

OF TOTAL Eléctrica and the Supplier.
PURCHASES

In 2015, notewarthy is the work
carried out to drill-down into the
impacts that supply/services
cantracted by the Company may

have on matters regarding the
enviranment, labour conditions,

and ethical behaviour. As a result

of this analysis a new corporate
respansihility impact matrix has
been obtained which has given

way to an evolution in the list of
requirements that can be demanded
from our suppliers in aspects related
to these impacts so as to try to
minimise them.

Categories of impacts identified in the matrix (64-EN33, 64-LA1S, G4-HR11, 64-5010)

ETHICS AND LABOUR
CONDITIONS IMPACTS

+ Corruption and bribery.

* Legislative/regulatory non-compliance
related to social and labour matters.

_ ) ) ) OCCUPATIONAL HEALTH

* Appropriation and misuse of information. AND SAFETY IMPACTS

* Discrimination/inequality. + Accidents in the workplace.

*Violation of the fundamental rights
of workers.

*Occupational diseases.

*Inadequate training/experience/
+Lack of ethics in remuneration. information.

*Impact on the well-being of the * Legislative/regulatory non-compliance
community. related to occupational health and safety.

ENVIRONMENTAL IMPACTS

*Impact on biodiversity.

+ Effect on the soil and water.
+Climate change and air quality.

* Generation of non-hazardous waste.
+ Generation of hazardous waste.

* Legislative/regulatory non-compliance
related to environmental matters.
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These requirements will begin to
be implemented gradually, after
a testing phase among our suppliers.

Noteworthy among the initiatives
arising from the levers to improve
our management maodel are the
following:

+ Optimising the supplier qualification
process, providing it of greater
transparency to the pravider,
and providing it from the start
of the process, all requirements
to be fulfilled throughout the same.

- Identification of improvements in
the process of subcontracting, to
be implemented in 2016; Business
monitaring of subcontractors to
minimise financial risks associated
with the capacity to execute
the contracted work; increased
transparency in decision making.

QUALIFICATION

OF SUPPLIERS

(G4-DMA, G4-LAT4, G4-EN3?,
G4-S09, G4-HR10)

In the qualification process
the pairing of provider-supply
is evaluated, i.e., the supplier is
qualified in relation to supplies
offered to the Company, valuing
all the economic and financial,

The rating process assesses the
supplier based on the supplies it offers
the Company, valuing the economic,
technical, quality and corporate
responsibility aspects.

(_)

technical and quality canditions and
all aspects related to the field of
corporate responsibility.

In 2015, the Company processed

711 requests for qualification of
supplies that have a significant
impact upon the Company. These
requests correspond to 385 suppliers
(who opt to mare than one supply

per supplier).

These requests affected supplies
that require different verifications
depending on the corporate
responsibility risk identified

71
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QUALIFICATION OF
SUPPLIES

REQUESTS
MANAGED

WEB

The qualification
process is
available in the
‘Suppliers’
section of

the corporate
website.
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(environmental, occupational
health and safety prevention, labour
conditions and ethical behaviour).

+ 29% [corresponding to 134
suppliers] of purchase orders
required specific verifications
regarding occupational health and
safety prevention.

+ 63% [corresponding to 255
suppliers] of purchase orders
required specific verifications
regarding the environment.

+100% of purchase orders were
verified according to labour
practices and Human Rights
criteria.

EVALUATION AND
SOCIAL AUDITS

(G4-LA15, G4-EN33,
G4-S010, G4-HR11)

During 2015, within the annual
sacial audit programme of suppliers
that provide goods with impact on
corparate respansibility, 28 audits

:  REQUESTS FOR
QUALIFICATION

100

VERIFIED
ACCORDING
TO LABOUR
CONDITIONS
CRITERIA

IN100%

of orders, the supplier
accepts the general
conditions of contract
and compliance with
the Code of Conduct
for Suppliers.

157

In 2015, there were 54 social
audits of suppliers conducted
in aspects of corporate

responsibility.

have been conducted focused
primarily on the verification of labour
canditions and ethical behaviour, and
raising awareness and ownership
amaong our suppliers of the corporate
responsihility aspects valued and
promoted by the Company.

These audits were complemented
by another 26, conducted by
Achilles on Red Eléctrica suppliers,

N

/ %?33@\

in which, among other things, a
documental verification was made
of factors related to corporate social
responsibility.

In the audits in which aspects were
uncavered that could be improved,
actions were agreed with the supplier
to correct or improve the aspects
identified. In parallel, 100% of the
arders are issued to the supplier
together with the General Conditions
of Contract and the supplier agrees
to comply with the Supplier Code

of Conduct; bath documents are
attached to the purchase order.
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The Media

2015 has been characterised

by maintaining an information
transparency model that seeks

to disclose the activities of the
Company both nationally and
locally, with particular emphasis on
the relationship with the media in
the territory cancerned. This year
has alsao been characterised by the
new challenges arising from the
implementation of the Strategic
Plan 2015-2020.

Activities linked to the expansion
of the business base were

the new protagonists of the
information shared and published
by Red Eléctrica. In addition,
2015 was a key year for hoosting
international interconnections

as the new intercannection with
France via the eastern Pyrenees
was inaugurated in February.

The interest in this area is the
prelude to a scenario in which the

(o]
@ In the ‘Entrelineas’ blog.

development of intercannections
will be a priority objective, along
with the internationalisation, energy
storage or the telecommunications
business.

During 2015 Red Eléctrica remained
committed to disseminating the
activities carried out within the
scope of sustainahility. Of the 79
press releases issued this year,
38% focused on highlighting some

of the sustainahility projects carried

out by the Company. The information

disseminated on environmental,
R&D+i as well as other initiatives
related to human resources,
corporate social responsibility and
good governance has increased
compared to previous years

New ‘Entrelineas’ blog

In July 2015, Red Eléctrica launched its
Entrelineas blog, a new information space
created to be a useful tool to convey, in
an educational and entertaining way,

Red Eléctrica’s activity, paying particular
attention to issues related to social
commitment and innovation.

Among its contents the following sections
are noteworthy:

+ ‘Latest news’, in which the latest
developments and events of the Company
are reviewed. 36 articles have been
published in this section since the blog was
launched.

* ‘Tribune’, where the management team
share their views on relevant topics. 2
articles were published in 2015.

* ‘Observatories’, which presents and

analyses information on the reality

of the current energy scenario as well

as other areas: human resources,
corporate responsibility, financial and
environmental. 9 articles were published
in this section in 2015.

+‘Learn more’, which includes information,

explained in a simple way, on various
concepts related to the activity of the
Company. 12 articles were published in
2015.

+‘Videos’, in which 5 audio-visuals were

published about some of Red Eléctrica’s
projects.

reees £ D
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PRESS

RELEASES
2015

/3

PRESS

RELEASES
ISSUED
IN 2015


http://entrelineas.ree.es/en
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The information transparency
model applied by the company
seeks to publicize its activities
both nationally and locally,
paying special attention to

the relationship with the media
in the territory.

Amaong the events which occurred
in 2015, the following had a greater
informative impact:

« The process for the separation
of the positions of the Chairman
and the Chief Executive Officer.
The transparency with which the

u@go

THE
MEDIA

&

%

. CONSULTATIONS
5 DEALT WITH
BY THE PRESS
OFFICE
During
2015

development of this important P E
change in the organisational \

structure of the Company was
disclosed, generated a great
impact in the media..

MAIN

2011 2012 2013 2014 2015
Press Releases 56 68 86 86 79
Press conferences and meetings 30 21 13 14 23
Interviews and statements 147 67 58 63 69

159

- The celebration of the 30th
anniversary of the Company
and the commemoration of
the International Year of Light.
These events, which had a
great infarmative presence,
were accompanied by the
arganisation of various events and
communication activities, as well
as the publishing of press releases
and other information.

- The approval of the Electricity
Infrastructure Planning 2015-
2020, the disclosure of which
acquired special relevance among
regional media.

In 2015, Red Eléctrica’s Press
Office dealt with a total of 366
consultations coming from the
media.
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Corporate
website

The corporate website

www.ree.es is an interactive and
informative space, which helps to
strengthen the Company's brand,
enhance knowledge and awareness
of its activities and facilitates direct
contact with its stakeholders. The
website was recognised in 2015,
for the second year running, as the
sixth best website of companies

in the IBEX 35, according to the
International Wehranking of
Comprend consulting. Noteworthy
in 2015 is the commitment of the
Company to publish statistical
information regarding the Spanish
electricity system.

In addition to publishing a new

daily balance report of net production
with a different generation mix
structure, a section has been set

up where monthly, national and by
Autonomous Community statistics
data are published and which are
available for download in different
formats.

Another firm backing for informative
content were the audio-visual
products (videos, interactive apps,
infographics, etc.) developed to
communicate, among other things,
the importance of international
interconnections. In order to enhance
this cantent a specific section

'Videos' was created, as well as a
new section 'ExpoREE' to
disseminate the informative content.

In addition, the wehsite has

been revised to bring together

all the requirements of the
National Securities Commission
(CNMV] regarding information for
shareholders and investors and
carporate gavernance. In 2015, the
number of downloads of different
documentation published on the
website totalled nearly, 2,700,000.
The corpaorate website had 2,428,000
visits and 127 million page views.

For the second year running, Red Eléctrica’s
corporate website has been recognised as the
sixth best website of companies in the IBEX 35,
according to Webranking.

(_)
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CORPORATE
WEBSITE

DURING 2015 THE
WEBSITE HAD

o

MILLION

VISITS


http://www.ree.es/en
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We make our facilities compatible with the EXPENDITURE Red Eléctrica cantributes to the fight against
e et environment, through dialogue with stakeholders 2015 climate change by providing solutions in the
e and the implementation of preventive and execution of its business activities, and through
: corrective measures to minimise potential its commitment to the efficient use of energy.
impacts on the environment. a . 40% of demand covered using
*GFVALUE " Environmental assessment E renewable energy (average over

of all projects the last three years]

&

07. EMPLOYEES

ENVIRONMENTAL . BIODIVERSITY
05 DIALOCUE MAN AG EMENT Biodiversity conservation has always been an
STAKEHOLDERS Red Eléctrica undertakes all its activities essential principle in our environmental policy
and business strategy.

following strict enviranmental criteria in

ENVIONMENT — accordance with the principles adopted in M | I_I_l U N ‘Mapping of bird flight paths’,
its enviranmental palicy. 5 EFQM’s best practices

@@
3,
®

IS0 14001 Certification and EMAS Register 5 EUROS : award-winning project

®

ANNEXES



@

LETTER FROM THE

CHAIRMAN AND THE CHIEF

EXECUTIVE OFFICER

®

KEY PERFORMANCE

=
=}
=
>
=t
o
o
in

01. THE COMPANY

®

02. STRATEGY

@

03. CORPORATE
GOVERNANCE

AV

@

04. MANAGEMENT
PPROAC

>
T

©

05. SUSTAINABLE
ENERGY

©®

06. CREATION
OF VALUE

&

07. EMPLOYEES

1©)

o
®
0
o
o
m
il
<

@

09. DIALOGUE
WITH
STAKEHOLDERS

10. THE

ENVIRONMENT ~—

®©

ANNEXES

Corporate Responsibility Report 2015

Our environmental
CUmmitmEHt (G4-DMA]

Red Eléctrica undertakes all its
activities taking into account
environmental protection, in
accordance with the principles
set out in its environmental policy,
among which are included the
commitment to the prevention

of pollution and the principle of
caution. [G4-14)

The main environmental impacts

of Red Eléctrica are those derived
from the presence of facilities in

the territory, therefore the Company
warks hard to make them compatible
with the enviranment, considering
their entire life cycle and paying
particular attention to biodiversity
conservation.

In addition, Red Eléctrica is
committed to a sustainable energy

-~

999
3

model, thus acquiring a specific
commitment to climate change and
energy efficiency.

MANAGEMENT SYSTEM

In order to continuously improve
its environmental performance
and processes, Red Eléctrica has
an environmental management
system certified in accordance
with IS0 14001 and which has
been registered, since Octaber
2001, under the Community
Eco-management and Audit
Scheme [EMAS]. An environmental
programme is defined annually

FULFILMENT OF
THE ENVIRONMENTAL
PROGRAMME

2015 84
ETD s
85

that sets out the various objectives
derived from the strategies of the
Company and that estahlishes the
specific actions required for its
fulfilment.

ORGANISATIONAL
STRUCTURE

Red Eléctrica's commitment to the
environment, stems from senior
management, who establish the
environmental policy and implement
the measures for compliance with
environmental requirements, with
the Chairman being the persons
who assumes the maximum
environmental responsibility.

The invalvement of all organisational
units and the commitment of the
entire workforce are fundamental

in environmental management. To
provide technical support, there is

a specific environment department
which has 35 experts located at the
head offices and in the territaries
where the facilities are located.

reees £ D
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ENVIRONMENTAL
MANAGEMENT

SYSTEM

 REGISTERED

SINCE 2001

In the Community
Eco-management
and Audit
Scheme (EMAS)

ALL
ACTIVITIES

of Red Eléctrica
are carried out
following strict
environmental
criteriain
accordance with
the principles
undertaken in its
environmental

policy.
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requirements that providers will be
required to comply with depending
an the type and relevance of said
impacts (potential and real].
During 2016, these requirements
will be included in the supplier
qualification process.

ENVIRONMENTAL
EXPENDITURE

SUPPLY CHAIN
(G4-DMA, G4-EN33)

ENVIRONMENTAL
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Red Eléctrica allocates impartant
financial resources for environmental
protection. In 2015, a total of 22.7
million euros was earmarked for
enviranmental management. Of this,
3.9 million corresponded to activities
associated with the implementation
of new praojects (investment):

: environmental impact studies,
@ preventive and corrective measures,

The environmental requirements
regarding training and specifications
for the execution of work, form part
of the contractual documentation
for those services where it has

been identified as necessary. In

the case of the activities with the
greatest potential impact, such

as construction, renavation of
facilities and some maintenance

01. THE COMPANY

®

02. STRATEGY

In addition, the Company has
begun to assess the enviranmental
performance of suppliers and
whose result is taken into account
in its overall assessment, but which

@

03. CORPORATE
GOVERNANCE

03

>
T

Of (O

works supervision and environmental
improvement measures. The
remaining 18.8 million was allocated
to environmental improvements
associated with facilities in

service, biodiversity protection and
conservation projects, activities
related to climate change and energy
efficiency, communication, training,
R&D+i projects and other expenses.

activities, a part of the cost of the
wark is dependent an the result of
the environmental certification of
the work, which involves extensive
monitoring of the established
enviranmental requirements.

In addition, Red Eléctrica
demands having an environmental
management system documented

MILLION

may also be grounds for their

EURQS disqualification.
EXPENDITURE Mareaver, since 2011 Red Eléctrica
In 2015 has worked on calculating the

water and carbon footprint of all
its suppliers.

During 2015, the identification
of the environmental impacts

&

ar certified by a third party for those

07. EMPLOYEES suppliers with greater environmental

ENVIRONMENTAL @ .
T —— impact (service providers that can
EXPENDITURE generate direct impacts on the .Of contraCtEd Ser,\”c,es WaS
08. SOCIETY ” 597 environment and equipment suppliers 188 p rove d , e Sta b | | S h 1N g
,,,,,,,,,,,,, whose production is intensive in the o i
i —— SR the specific requirements that
o N 24 | suppliers will be required to fulfil
STAKEHDLDERS : During 2015, wark continued on . ' '
improving the identification of a CCO |'C| I n g tO S a | d | m p a CtS .
ENVIONMENT — environmental impacts associated
with each of the contracted services :
and the definition of specific =t

ANNEXES
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Red eléctrica conducts a detailed
study of the territary, and works

in coardination with the public
administration and key stakeholders
in the definition of the siting
(location] of substations and the
routes the electricity lines will follow,
as their adequate siting is crucial

to reduce and even avoid undesired
impacts on the environment and on
the local communities.

In addition, Red Eléctrica establishes
appropriate preventive and corrective
measures before undertaking the
various tasks (whether it be the
construction of new facilities or the
modification of existing facilities]

to minimise, to the highest degree
possible, the patential impacts

that its activities may have on

the territory.

The best tool to carry out this
process is the Environmental Impact
Assessment procedure, which by

projects are submitted to.

However, when the law does not
require a regulated procedure,

the Company conducts an
assessment of an environmental
nature and establishes a

valuntary communication with

the competent authorities.

In addition, environmental
monitaring programmes ensure the

implementation of measures agreed,

the evaluation of their effectiveness
and the definition of new measures
if necessary.

OO

clan

PREVENTIVE
AND CORRECTIVE

- MEASURES

Assessment
of their
effectiveness

®

law the majority of Red Eléctrica’s
06. CREATION
OF VALUE

&

07. EMPLOYEES

The presence of _ - woms

electricity infrastructure ~

In no case represent a

significant alterationin

the way of life of the raml
communities affected. /(

a project was launched
for the environmental
risk assessment

and identification of
environmental liahilities
regarding substation
facilities, with the aim
of drafting a facilities
risk map that enables

1©)

o
®
0
o
o
m
il
<

@

10. THE ' .
ENVIRONMENT ¢ theimplementation of
© preventive resources
C ¢ tobeprioritised.
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As a complement to this, Red
Eléctrica conducts periodic reviews
of its in-service facilities, to verify
compliance with environmental
standards and identify possible
improvement actions. In this regard

in 2015, a specific project was
launched called the Environmental
Risk Assessment and identification
of environmental liabilities regarding
substation facilities project, which

, aims to develop a homogeneous map
of risks of the facilities that allows

the implementation of preventive
resources to be prioritised. Amang
the aspects valued, in addition to the
potential risk of having an impact on
the soil and water associated with
the various elements of substations,
is the taking into account of

166

the risks linked to traditional
activities in the area and which are
adjacent to the facilities, as well
as the environmental value of the
environment and its vulnerability.
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[Drawn up by REE]
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05. SUSTAINABLE
ENERGY

06, CREATION :  Environmental
: Feasibility Study:

- Analysis of all
proposals from an
environmental point
of view.
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DEVELOPMENT AND IMPLEMENTATION
GOVERNANCE PHASES OF TRANSMISSION GRID INFRASTRUCTURE (G4-S01)

Transmission
Grid Planning

(BDrawn up by
MINETUR]

Strategic
environmental
assessment of plans
and programmes.

Public participation

of stakeholders groups
(SGs) through the
submission of comments
or arguments.

Project
Design

[New facilities and
modifications]

Prior dialogue with
stakeholders before
defining the project
(Autonomous Communities,
local councils and NGOs).

Environmental Impact
Assessment.

1 Prior consultation with SGs.
2 Defining the alternative of
least impact.

Public information and
submission of comments/
arguments from SGs.

4 Proposal for preventive

and corrective measures.
Publication of results.

w

(%2}

Environmental authorisation. :

Construction
or Modification
of Facilities

Environmental
monitoring (monitoring

of preventive and corrective
measures).

Monitoring the
work of contractors
regarding compliance
with environmental
requirements.

Environmental
certification of works
taking into account
compliance with
environmental
requirements.

(_)

D

Maintenance

Environmental
monitoring programmes
in the early years of service
of a facility.

Periodic reviews of
facilities to verify
compliance with standards
and identify improvement
actions.

Application of

environmental
improvement actions.
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Red Eléctrica has defined, in

KEY PERFORMANCE FACILITIES AND g ELECTRICAL
INDICATORS B
BIODIVERSITY ; : Aar
S LINES accordance with the criteria of the
N Onaof the relevant aspacts European Landscape Convention,
' regarding the integration of facilities ' ' ' '
@ into the environment is related to 13 dESIgI’]S Of bL”ldlngS dependlng
: biodiversity. Hence Red Eléctrica, in | ] |
02 STRATEGY addition to minimising the impacts on :the Ien\” ron ment N Wthh the
: derived from its actions, has fa Cl | |t\/ S |OcatEd )
: undertaken a special commitmentto COMPATIBLE
03. CORPORATE biodiversity conservation. Because WITH
of its importance, the strategy and FARM'NG lines is subject to a right of way In addition to carefully defining the
) the many actions undertaken by the ACTIVITIES easement during the useful life of locations, preventive and corrective
: Company in this area are dealt CROPS the infrastructure. Farming and measures that ensure the impacts

04. MANAGEMENT
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an the land and the activities

carried out on the land are kept

to a minimum. These measures

are similar to those used for the
protection of hahitats and vegetation.
Noteworthy amongst these are the
location of towers and adequate work

agricultural activities are compatible
with the lines, allowing all kinds of
agricultural crops to be grown under
them and the free movement of the
machinery necessary far

its management.

with in detail within this chapter
of the report.
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The presence of electricity
infrastructure in no case represents
a significant alteration in the way of
life of the communities affected. In
the case of electricity substatians,
these produce a total and irreversible
accupation of land as it is not
possible to make their presence
compatible with other land uses,

and the construction of a line, the
land use is limited to the feet of

the towers and the newly created
accesses to the infrastructure. The
land surface with overhead electricity

RED ELECTRICA

implements preventive
and corrective measures
to minimise the effects
on the lands where
facilities are located.
These measures include
the definition of the
design of the towers and
techniques that minimise
the impact on crops or
land restoration.

The social aspects are integrated
into the environmental impact study
carried out in the design phase of the
facilities and the main conditioning
factors to consider are:

+ Use of land not compatible with
the facilities.

» Tourist, cultural and landscape
resources.

- Areas of high agricultural yields
and agroforestry.

technigues to minimise impacts on
crops and carrying out restoration
work on the land and the elements
affected by the works [paths, walls
etc.). Sometimes improvement
measures requested by the affected
parties are added, which often
involve the opening of forest tracks
and paths and the making good of
access routes.
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Among the preventive and
improvement measures undertaken
in 2015, noteworthy is the
completion of the hoisting and
hanging work by helicopter of the
400 kV Boimente-Pesoz line, the
stoppage of work on the Majarca-
Ibiza interconnection between April
and October to avoid impacts on
the fishing and tourism industries,
the recovery of 24 km of forest trails
between the towns of Guefies and
Galdames and the opening of a new
forest trail to join twa valleys in the
municipality of Alcorisa.

In regard to substations worth
noting was the wark carried out by
Red Eléctrica to reduce noise levels
produced by different elements

that may cause inconvenience

to neighbouring properties. In

this line of work and to improve
understanding of the nature of the
noise generated, the ACURED R&D+i
project was launched. Increased
knowledge will allow the assessment
of different technical solutions to
reduce noise and promote

its application in existing and

future facilities.

LANDSCAPE
INTEGRATION OF THE
INFRAESTRUCTURES

One of the main challenges of
integrating electricity transmission
facilities into the environment is its
landscape integration. Red Eléctrica
warks to improve assessment

toals regarding the visual impact of
facilities and thus define the best
options for the route to be taken, the
distribution and height of the towers.
In this regard, the Company develops
various projects that aim to advance
regarding the knowledge and visual
impact assessment that will enable
improvements to be made in the
decision making process:

- Landscape assessment system
for Red Eléctrica facilities. Using
georeferenced information of
the various elements related to
the landscape as a starting point
(points of interest, abservation
points, viewsheds etc.), its goal
is ta identify sensitive sections in
the transmission grid. In 2015, a
pilot project was carried out for the
province of Leon and its application
ta the entire transmission grid is
foreseen [1L00% of the facilities)
by the end of 2018.

LANDSCAPE
SYSTEM

EVALUATION

IDENTIFICATION
OF THE

SENSITIVE
SECTIONS

IN THE
TRANSMISSION GRID

Will be applied
to 100%
of facilities

2015-2018

reees € D
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+ Analysis methodology of

electricity line visibility. This is

a cutting-edge analysis madel,
that takes into account aspects
that had not been considered so
far in the drafting of visibility maps:
the shielding of vegetation, height
of the observer, part of the tower
seen and distances at which the
tower is seen. The analysis can

be performed automatically
through the use of geographic
information tools (GEGRED
corporate system].

Main landscape integration measures

*Restoration of areas affected by
construction or maintenance work:
addition of topsoil, adaptation of
slopes and work sites and
the undertaking of sowing and
planting activities.

+ Creation of plant barriers and
gardens in substations. In 2015,
these actions were carried out in
four substations.

*Landscape integration of substation

buildings. According to the criteria of
the European Landscape Convention,
Red Eléctrica has defined, thirteen
different designs of substation building
depending on the environment in which
the facility is located.
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PROTECTION OF
ARCHAEOLOGICALAND
ETHNOLOGICAL HERITAGE

The protection of archaeolagical and
ethnological heritage is an important
factar in the design and construction
of facilities. In 2014, work began on
the ‘Arqueored project’, which aims to
provide digital mapping of catalogued
heritage for its consultation prior to
the planning of warks. In this way,
potential impacts can be avoided

and the necessary measures, where
appropriate, can be provided in
advance. Red Eléctrica has information
from eight autonomous communities,
having completed 50% of the work,
and whose cataloguing is foreseen

ARQUEORED
PROJECT
Digital mapping
of archaeological
heritage

to be completed in 2016. The project
is progressing successfully through
close cooperation with the competent
autharities. Additionally, through this
collaboration, ather areas of joint wark
an the protection of cultural heritage
are being identified.

Mareover, before carrying out any
earthworks, an archaeological survey
is conducted whaose intensity and
scope are based on the likelihood of
material of interest being present in
the area. According to the results, the
need for the continued presence of
an archaealogist during the works is
determined. In 2015, archaeological
supervision was carried out on the
canstruction of 22 lines and

4 substations with the permanent

I1ELS,
0G0
00

Currently with
data from

AUTONOMOUS
COMMUNITIES

Projects for the
conservation of
cultural heritage
2015

Excavation of the archaeological site

of Peiia Helada 1. Excavation of an area

of 100 m?. The element concerned is

a mountain forge with a copper age
metallurgy workshop for the production of
iron using pre-hydraulic methods, located
in the mountains of the municipality of
Galdames (Vizcaya). This item is catalogued
in the General Inventory of Heritage of

the Basque Government and seemed to

be in good condition. The works were
performed under the direction of a team of
archaeologists from the Mining museum in
the Basque Country and with the knowledge
of the Provincial Council of Biscay, owner

of the property.

Archaeological assessment of the
Eskatxabel | megalithic monument.
Assessment of the monument excavated

in 1963, which falls between the fifth and
fourth millennium BC. After the assessment
of its conservation status, the excavation
trench was reintegrated, and protection and
enhancement measures were applied.

Restoration of the fountains of El
Escobal, Los Llanos and El Suto in the
neighbourhood of Riafio, Solérzano. The
fountains, historically used by the residents
of the area, were covered with vegetation.
Work began on their cleaning, improving
elements of the works, adapting roads,
fencing and the placement of informative
signage. Prior to the works, toad and
salamander tadpoles were collected for
their later release.

reees £ D
169

HERITAGE

CONSERVATION

PENA
HELADA 1

ARCHAEOLOGICAL
SITE

Excavation of an
area of 100 m?

ARCHAEOLOGICAL
SURVEY

Conducted hefore
starting any construction
work for facilities. In
2015, this was applied in
the case of 22 lines and
1 substations, with the
permanent presence of
an archaeologist in 64%
of the lines and in all of
the substations.

@

In the 'Map of projects’ subsection of the
‘Sustainability’ section of the corporate website.



http://www.ree.es/en/sustainability/map-of-projects
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presence of an archaeaologist in 64% EMF
of lines and substations. In addition, LEVELS
to preventing impacts on the : 2015

heritage associated with their works,
Red Eléctrica actively collaborates
with the public administration on the
canservation of cultural heritage.

ELECTRIC AND '

MAGNETIC FIELDS  ARE KEPT BELOW
(G4-DMA, G4-PR1]) 5

Thanks to the criteria applied in EU ROPEAN
the design of facilities, the levels of :  RECOMMENDATIONS

electric and magnetic fields [EMFs) e

stay below those recommended by Compliance is

the Council of the European Union verified througﬁ_
o the use of a specific

(The Official Journal of the European measurement tool

Communities 1899/519/EC: exposure

limit values for the general public in

sites where they may remain for a

period of time at 5kV/m far electric

fields and 100uT for magnetic fields).

The most important measures are

the following:
« Construction of double circuits and EMFS
transposition of phases in lines. ¢ Red€Eléctrica
¢ remains abreast
of all the new

developments in this
area, participates

in various working
groups and actively
supports scientific
research projects
on this topic.

170

Red Eléctrica is developing
a plan for the measurement
of electric and magnetic
fields, which will end in
2016, specific to facilities

in island systems.

- Increasing the height of towers,
thus increasing the safety
distances.

- Establishing the minimum distance
of electricity lines from population
centres and isolated houses.

In order to verify compliance with the
recammendation, Red Eléctrica has
a tool that, as of certain parameters
of the lines, accurately calculates
maximum EMF levels that said
facilities can generate. This action
is carried out when requested by
interested parties. In 2015, this has
been applied to 4 lines. In the event
of not having these parameters, in
situ measurements are necessary.

This is the case of same facilities
acquired by the Company in 2010
in the island systems, far which
an action plan was estahlished
that started in 2015 and will end
in 2016.

The main parameters influencing
the field values that an electricity
line can generate are the intensity
(magnetic field] and the voltage
(electric field) in addition to the
distance that the receiver is from

*

**

* (I, —
VvV -
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the same and other factors that have
an influence, although which are not
as decisive.

In the definition of the plan,
measurements were deemed
appropriate for each type of line
canfiguration (defined by their
voltage characteristics, geometry
and number of circuits] in places with
nearby buildings. In this way, this has
resulted in a total of 18 measuring
points in the Balearic Islands and

25 in the Canary Islands, with 30%
having already been completed,

all values are consistent with the
recommendation.

Therefore, at this time it can be
considered that Red Eléctrica has
evaluated and validated compliance

with the regulation for 97% of its
facilities. [G4-PR1)

Red Eléctrica, on an exceptional
basis, performs some
measurements at the request

of interested parties. In 2015,
measurements were taken in four
lines, with results being below
those values recommended by the
European Union in all cases. During
2015, there was no incident resulting
from non-compliance with the
regulation in this area [G4-PR2]

Mareover, Red Eléctrica considers
it of utmost importance to remain
abreast of all news generated

During 2015, there were no
incidents recorded resulting
from non-compliance with the
regulation regarding electric
and magnetic fields in Red
Eléctrica facilities.

(_)

COMPLIANCE WITH

LEGISLATION

OF THE
FACILITIES
VALIDATED

Regarding
EMF levels

reees € D
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an the topic, as well as to participate
in various working groups and
actively support research projects
in this matter. Therefore, the
Company has signed up to an
international information service
(ELF Gateway, which reports almaost
daily via email to its customers

all the news appearing in the

warld] and maintains contact

with different organisations and
assaociations.

In order to reflect the advances in
the scientific community and the
recent declarations of international
arganisations, Red Eléctrica has
worked with UNESA in updating the
publication 'Electric and magnetic
fields of 50 HZ. Analysis of the
current state of knowledge.

O
@ In the 'Environment’ subsection of the 'Sustainability’ section of the corporate website.


http://www.ree.es/es/sostenibilidad/medioambiente
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BiOdiVBrSity (G4-DMA)

The commitment of Red Eléctrica to
biodiversity has always been a key
principle of its environmental policy
and specifically it becomes evident in
its biodiversity strategy and in a
specific action plan that covers all
the Company’s activities.

CORNERSONES
OF THE
BIODIVERSITY
STRATEGY

Integrate

conservation
0<Of :  andthe
o : )
i sustainable use of

biodiversity in the

development of the

transmission grid.

Establish
mechanisms
to ensure the
protection and
conservation of

environmental values :

in the activities
carried out by the
Company, especially
in sensitive natural
environments.

Red Eléctrica is part of the Spanish
Business and Biodiversity
Initiative (IEBB) promoted by the
Ministry of Agriculture, Food and
Environment.

Contribute
and promote
the development

of applied research
projects aimed

at blending the
transmission

grid into the
environment.

Promote a
communication
and collaboration
framework

with stakeholders,
increasing the
visibility of

the Company's
commitment

to biodiversity
conservation.
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RECOGNISED
PROJECTS

I

Good Practice Competition (EFQM].
The 'Mapping of bird flight paths’
project has been recognised as a
highly distinguished project in the
good practices competition of

the EFQM [European Foundation for
Quality Management].

Good Practice of the Year Award
[Renewables Grid Initiative]. The
‘Mapping of bird flight paths’ project
recognised by the jury among the best
cases in 2015 in the category

of environmental protection.

@

In the 'Environment' subsection of the
‘Sustainability’ section of the corporate website.


http://www.ree.es/en/sustainability/the-natural-environment
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Biodiversity challenges

MAKE FACILITIES COMPATIBLE WITH BIRDLIFE

* Project 'Mapping of bird flight paths": identify areas of sensitivity,
obtain risk maps, design a plan for the marking of electricity lines
with bird-saving devices.

Progress: identification of areas of sensitivity in 15 autonomous
communities (ACs); risk maps for 7 ACs and marking plans
for 2 ACs.

Objetive 2020: risk map and marking plan for all ACs.

* Monitoring the interaction between lines and birds: analysis of
accident rates and assessing the effectiveness of different models
of bird-saving devices.

IMPROVE KNOWLEDGE OF PROTECTED NATURAL AREAS AND
SPECIES OF INTERESTS

* HABITAT Project (2015-2017).
Progress: obtaining of mapping for 5 ACs.
Objetive 2017: mapping of all ACs.

The '‘REE Forest'is a
reforestation project for
degraded areas with 11
agreements signed until

2015 and the target of one

forest a year until 2020.

COLLABORATE WITH AUTONOMOUS COMMUNITIES AND OTHER
INTERESTED PARTIES ON MATTERS REGARDING BIODIVERSITY

+ Biodiversity protection framework agreements and specific
agreements and projects associated with specific activities.
Progress: 10 agreements with ACs.

Objetive 2020: agreements with all ACs.

+ Signing of agreements for the prevention of forest fires.
Progress: 11 new agreements signed.

Objetive 2020: signed agreements for the whole of the
national territory.

+ Agreements for the reforestation of degraded areas
(REE Forest).

Progress (2009-2015): 11 agreements signed.
Objetive 2020: one forest a year.

PROMOTE COMMUNICATION FROM RED ELECTRICA
REGARDING ITS STANCE ON BIODIVERSITY

+ Participation in forums, development of informative material
and the involvement of suppliers.

S
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HABITAT
PROJECT

cr

Improve
knowledge
regarding the
interaction
of the

FACILITIES
IN NATURAL
HABITATS OF

COMMUNITY

INTEREST

2015-2017

RECOGNITION

Granting of the
maximum scare in the
Dow Jones Sustainability
Index (DJSI] under the
biodiversity criteria.
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ELECTRICITY
INFRASTRUCTURE
AND BIODIVERSITY

Red Eléctrica’s facilities are
distributed nationwide, as the aim
of the electricity transmission

grid is to connect the paints of
energy generation with those of
cansumption. Avoiding areas rich in
biodiversity is a priority criteria taken
into account in the grid planning
phase as well as in the definition of
each project. However, cansidering
that 25% of the area of Spain

has some form of environmental
protection, itis inevitable thatin
some cases infrastructures cross,
or are located in protected areas or
areas with species of interest.

On these occasions, Red Eléctrica
implements all preventive and

carrective measures required to
minimise the possible impacts
on habitats and species (impacts
associated with construction
work and the modification of
facilities, impacts on hirdlife as

a result of callisions and fire
hazards) complementing this
with enviranmental improvement
actions to enhance biodiversity
in those areas where its facilities
are located.

PROTECTION OF
HABITATS AND SPECIES
DURING WORKS

In works for the construction of lines
or the modification of facilities, the
main effects to be avoided are the
alteration of the habitat of certain

Habitat Project (2015-2017)

This project seeks to discover in detail
the natural values in the area of influence
of the facilities of Red Eléctrica and its
conservation status. The ultimate goal

is to monitor the interaction of

electricity transmission lines and

natural habitats of Community interest,
information that can be used for the
decision-making process regarding
operation and maintenance.

To achieve the objective a digital coverage
map with all the information is being
developed, that is obtained working

in collaboration with the different
autonomous communities and experts

in the field.

In 2015, mapping was obtained of priority
habitats located in the area of influence
of the facilities for five autonomous
communities.

RED ELECTRICA'S

CURRENT
FACILITIES

0CCUPY

0.08
oy
OF RED

[ ]
%
NATURA SPAIN

OFALL

infrastructure
existing in 2015,
only 15% of the
lines and 6% of
substations are
located in protected
areas [Red Natura).
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species of fauna and flora, and also
the impact on vegetation due to
the opening up of safety corridars,
necessary to prevent fires in the
operation of the line.

(G4-EN12]

Among the preventive and caorrective
measures applied, notewarthy are
the following:

- Detailed field studies on specific
issues, such as impact reports for
Red Natura and surveys to identify
the presence of protected flora
and fauna.

- Introduction of some
modifications in the design of
facilities to minimise their effect
on flora: compacting or increasing
the height of towers, the relocation
of towers, madification to access
roads etc.

- Construction of decanting pools
and filters to prevent contamination
of waterways.
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- Signage and protection of habitats
and species of ecological value to
avoid them being damaged in the
caurse of the work.

- Use of specific techniques that
minimise the need to open access
roads, towers and material
storage: hoisting with a boom
crane or hanging of line by hand,
carrying out work with a helicopter
or drone.

- Transfer of species affected by the
work to other areas.

- Biological stoppages in 100% of the
works during breeding or nesting
periods to reduce impacts on the
fauna concerned.

+ Recovery of affected areas:
restoration of slopes, sowing of
seed and the planting of trees.

+ Accompanying measures and
the development of specific
projects to improve biodiversity
in affected areas.

In addition, Red Eléctrica continues
to work with CESIC-IMEDEA on

the R&D+i project 'experimental
technique for recovering Posidonia
oceanica sea meadows’, which aims

Specific measures for the protection of habitats

and species 2015

* Use of helicopter for the concreting works
of 6 towers, the hoisting of 5 towers
and the hanging of the 400 kV Boimente-
Pesoz line.

*Use of a drone for the hanging of two
spans of the 220 kV Solérzano-Cicero line.

*Biological stoppages on 12 lines of varying
lengths (periods between 16 and 30 weeks)
to avoid impacts on different species,
among which are: Egyptian vulture, Golden
eagle, Bonelli's eagle, Dupont’s lark,
black stork, Houbara bustard, Western
capercaillie and European mink.

* Transplanting of several specimens of
oaks, Holm oaks, wild olive and common
dogwood and carob, which were in areas
affected by the works.

+ Construction of a special building for
Kestrels to nest safely in the municipality
of Ayora, and the planting of trees.

* Collection of seeds and the planting of
fragments and seeds in |biza and Majorca
under the project 'Experimental technique
or the recovery of Posidonia oceanica
meadows'.

to develop a technique that allows
the planting of seeds or fragments
of Posidonia and therefore restore
areas affected by submarine
electricity cables.

In 2015, great strides were made

an the project, with the collection of
seeds and the planting of fragments
and seeds in Ibiza and Majarca.

reees £ D
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MARKING
OF LINES

169

LINE MARKED
WITH
BIRD-SAVING
SPIRALS

During
2015

RECOVERY OF
POSIDONIA OCEANICA:

Red Eléctrica works

on this project jaintly
with CESIC-IMEDEA with
the aim of developing

a technigue for the
planting of posidonia
seeds in areas

affected by submarine
electricity cables.
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Example of preventive and corrective
measures associated with the Majorca-Ibiza

interconnection project

SPECIFIC MEASURES DURING THE
LAYING OF THE SUBMARINE CABLE

TO AVOID THE IMPACTS ON POSIDONIA
SEAGRASS MEADOWS

(PRIORITY HABITAT 1120)

+ Directional drilling of more than 700
metres to avoid the opening up of trenches
in the area close to the shore.

* Suctioning and storage of excess material
into biodegradable containers at the
opening of the trench to prevent water
turbidity. Use of the suctioned material for
stabilising the trench which is carried out
manually by a diver.

IMPLEMENTATION OF MEASURES TO
AVOID IMPACTS ON THE BEACH

+ Definition and marking out of access and
work areas.

* Removing of sand and its protection to
prevent loss.

* Protection of work area by the laying
geotextile material which will be removed
along with the work material.

* Replacement of the sand.

MEASURES TO PREVENT OF IMPACTS
ON FAUNA

* Definition of a protocol to follow in the
case awhale is sighted. Boat crew training.

* Prior work inspection to ensure that there
is no presence of Spur-thighed tortoise
(Testudo graeca) and European green
toad (Bufo viridis Balearic). The Species
Protection Service of the Regional Ministry
of the Environment will be advised in
this case.

* Fenced off work area to prevent the entry
of the Spur-thighed tortoise.

* Protection of natural ponds so as to not
affect the European green toad.

MEASURES TO PROTECT FLORA

* Transplantation of carob affected by the
work, using all measures necessary to
ensure their survival, including irrigation
measures for 12 months.

+ Conducting an inventory of Limonium
magallufianum sea lavender located in
silt-marga land. If this species is found
at some point, the Species Protection
Service of the Regional Ministry of the
Environment is advised.

WORK STOPPAGES FROM 15 MARCH
TO 15 OCTOBER

To minimise impacts on fauna, the fishing
and tourism industries.

MAJORCA-IBIZA
INTERCONNECTION

G

15 MARCH-
15 OCTOBER

STUPPAGE

To minimise
impacts on fauna,
the fishing and
tourism industries

RISK
MAPS

of hirdlife collisions
with the grounding
cables. Risk maps
have been drafted
in 7 regions and
marking plans have
been defined for the
Balearic Islands and
the Canary Islands.

176

MINIMISING THE RISK
OF BIRD COLLISIONS

The main effect on fauna by Red
Eléctrica’s facilities is the risk of
birds colliding with grounding cables
that protect the lines from electrical
discharges during storms. (G4-EN12]

The main measure to reduce that
risk is marking the grounding
cables with devices that increase
their visihility. In 2015, 189 km of
line was marked (174 km on the
Spanish Peninsula and 15 km an
the islands] and wark has continued
an the development of specific
marking plans nationwide. To do
this, the project 'ldentification,
characterisation and mapping of
flight paths of birds that interact
with high voltage transmission
lines' was developed, for which
the Company has received several
awards since its launch in 2010.

Thanks to this project a tool has
been launched based on the use
of geographic information systems
(GIS] that integrate data regarding
bird flight paths.
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In a first phase, considering the
information on the species most
sensitive to collision, sensitivity
maps have been drafted for

the entire national territory. By
introducing other environmental
and territarial factors in the madel,
collision risk maps are also obtained,
from which it is possible to prioritise
corrective actions an existing

lines and establish marking plans.
Currently, risk maps have been
completed for seven autonomaous
communities and the marking plan
for the Balearic Islands and the
Canary Islands has been designed
and approved.

Other relevant projects relating to
the protection of birds against
callisions are:

- Methodology and protocol for
the collection and analysis of
data from bird collision accident
rates with electricity transmission
lines. In 2015, specific training

ree.es

was given to contractors that BIRDLIFE MARKING

monitar birdlife and this has been ACCIDENTS OF LINES WITH @

implemented in the monitaring of WITH BIRD-SAVING DEVICES iy

13 lines, both during construction

and maintenance. The analysis 10.6% 2950

of the results obtained will = [/ Ao\

assess the effectiveness of the g _ 100% ..... 2.'776

measures employed to reduce ~ EED 9.5% 2,585

birdlife collisions. 202 ) B.5% 0330
- Analysis of the effectiveness PROTOCOL 4% 1931

of blade-type rotating buoy A,\[IJI:I]: AD,X$IA_Y|E|S ® km % over total lines

bird-flight diverters in different
hird communities (Steppe and
aquatic).

Study of the quantification of

the impact of electricity lines on
the eastern Canary Islands in
collaboration with the Museum of
Natural Sciences (CSIC) and GREFA
(2015-2016).

- Collaboration with SEO Birdlife

on developing the 3 Atlas of
hirds in breeding season in Spain
(2014-2017). The information
obtained will allow the data
relevant to the identification,
characterisation and mapping

of routes and flight paths to

be updated.

13

LINES

Evaluation and
implementation
of measures to
reduce birdlife
collisions

(1) Sum of all peninsular information at the end of the year.

MARKING OF
LINES IN SPAs WITH @
BIRD-SAVING DEVICES w

198% , 603

ETD w0 578

2013 18.9% 564

EXND 184% 548
ED 18.2% 532
® km % over total lines in SPAs

(1) Sum of all peninsular information at the end of the year.

Note: currently it is calculated identifying SPAs as risk areas
although they do not always coincide [there are SPAs that protect
species not susceptible to collision, and there are areas that are
not classified as SPAs where there are susceptible species).

< >

177
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FIRE PREVENTION

In order to minimise the risk of fire
associated with the presence of
transmission lines strict campliance
with the safety distances between
flora and facilities is critical.

Red Eléctrica ensures this
campliance through the proper
design of the safety carridors

and the actions of predictive and
preventive maintenance, such

as the annual inspection of all
facilities and conducting periodic
forestry wark.

The Company applies best
practices in the design and
maintenance of safety corridors,
respecting shrubs and small
size/slow growing tree species,
minimising the actions on protected
species, revegetating degraded
areas and not using chemical
treatment methaods.

@

In the ‘Environment' subsection of the
‘Sustainability’ section of the corporate website.

FIGHT AGAINST

FOREST FIRES

Currently,

11 agreements
have been signed
with various
regional public
administrations;
with an assaciated
budget, every 5
years, of 1.1 million
euras.

178

In 2015, Red Eléctrica
collaborated on projects
related to biodiversity

and the conservation of flora
and fauna in ten autonomous

communities.

In 2016, Red Eléctrica will work on the
Vegeta Project, which aims to optimise
the treatment cycles of vegetation so
that maintenance wark on the safety
corridars is more efficient, always
ensuring automatic compliance with
all environmental conditians.

Also, notewarthy is the active and
cantinuous cooperation of Red
Eléctrica with public administrations
involved in forestry management.

Collaboration agreements for the prevention
and fighting of forest fires

Red Eléctrica aims to sign
agreements with different competent
administrations in forestry
management. In these, issues are
reflected related to the management
of safety corridors where electricity
lines run through and additionally it
sets out other commitments related
to firefighting.

Currently there are 11 agreements in
force, with a budget of 1,100,000 euros
associated every five years.

Within the framework of these agreements
various actions were carried out in 2015:

+ Creating firebreaks (Balearic Islands).

+ Construction of a mobile management
logistics station (Tenerife).

* Material for forestry pruning and felling
works (Extremadura).

* Tests of new solutions for the prevention
and fighting of forest fires, such as a
biomass control system through controlled
grazing (Valencia).

*Training and awareness programmes, such
as working on forest fires in Andalusia,
technical seminars on firefighting safety
in Castilla La Mancha, firefighting training
programmes in Navarra, awareness and
dissemination campaigns (Tenerife and
La Palma), travelling exhibition on fire
prevention (Valencia) and the printing of
the manual for safety standards in the
execution of work on forest land (Valencia).


http://www.ree.es/en/sustainability/the-natural-environment
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CONTRIBUTION
TO BIODIVERSITY
CONSERVATION
(G4-EN13)

Red Eléctrica actively contributes to
the conservation of biodiversity in
Spain spearheading or participating
in various projects and conducting
dissemination activities and
environmental training.

The Company aims to carry

out conservation projects in all
autonomous communities. In 2015,
it collaborated on projects related
to biadiversity in ten autonomous
cammunities. Most of these projects
are linked to birdlife conservation,
although wark is also being carried
out on other flora and fauna.

In 2015, the

Also relevant are the actions aimed
at restoring degraded habitats
among which notewarthy is: the
'REE Forest.

Conservation projects in connection
with endangered species (G4-EN14)

* Monitoring and analysis of the factors
driving the expansion of Egyptian vulture
(Neophron percnocterus) in Catalonia (1) (3)

* Programme for the reintroduction of the
Black vulture (Aegypius monachus) in
Catalonia. (2] (3]

+ Platforms for the Osprey (Pandion
haligetus) in Andalusia. (3]

* Reintroduction of the Bonelli's eagle
(Hieraaetus fasciatus) in Majorca. (3)

* The actual impact of supplementary feeding
on the spatial and reproductive ecology of
the Bonelli's eagle in Valencia (Hieraaetus
fasciatus). (3)

project for the

reintroduction of the Black
vulture in Catalonia was
completed, a project that has
been underway since 2008.

- Conservation of the Lesser Shrike (Lanius
minor) in Spain. (4)

* Monitoring, conservation and recovery of
the population of the Spanish Imperial eagle
(Aquila adalberti) in Dofana. (4] (5)

(1) Endangered species according to the IUCN Red List.

(2) Near threatened species according to the IUCN
Red List.

(3) Vulnerable species according to the national catalogue
of endangered species.

(4] Species in danger of extinction according to the
national catalogue of endangered species.

(5) Vulnerable species according to the IUCN Red List.
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REE
FOREST

1,442 483

EURGS
INVESTED

ha
OF SURFACE
AREA RECOVERED

@

In the ‘Map of projects’ subsection
of the ‘Sustainahility’ section of the
corporate website.


http://www.ree.es/en/sustainability/map-of-projects
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RED ELECTRICA
FOREST

Started in 2009 and of an ongoing
nature, this project is twofold: to
offset emissions from Red Eléctrica
by planting trees and the recavery
of degraded natural areas of public
commonland, thus contributing to
the conservation of biodiversity.
This initiative also seeks to

contribute to the development of
local economies by contracting
wark to companies or groups in the
area, and also raise awareness and
invalve the local population and
Company employees.

Relevant milestones in 2015

MAJORCA FOREST

Development of a training and awareness
programme the ‘REE Forest. Growing
together' in which 683 students of first
and second year of secondary school of
the region of Llevant participated, and
the celebrating of an awareness day for
employees and their families to which

35 people attended.

ZAMORA FOREST
(PUEBLA DE SANABRIA)

Completion of the restoration of 51
hectares in the Sierra de la Culebra (Site of
Community Importance), with the planting
of 102,128 pine trees (Pinus sylvestris).

The 'l plant my land' programme was
conducted which involved 153 primary
school students of the region of Sanabria.
Training workshops in schools and a forest
plantation tour were held.

HELLIN FOREST

Extraordinary replanting of grapevines
(28,328 plants), additional to that included
in the agreement.

TERUEL FOREST

Recovery 10 hectares of forest burned in
Ejulve with the planting of 9,000 pine trees
(Pinus sylvestris) and 1,000 Holm oaks
(Ouercus ilex).

LA CARBALLEDA FOREST (ZAMORA)

New agreement with the regional government

of Castillay Leén for the recovery of 55
hectares of forest with pines and hardwoods.

TREMUZO FOREST (GALICIA)

New agreement with the Galician Government

for the restoration of 40.9 hectares of forest
with broadleaved species.

reees £ D
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THE RED ELECTRICA FOREST
in figures (2009-2015)

Current REE Forests

Scheduled for 2016

L UUP UBY oo
T 13"',126t of C0: equivalent
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Climate
chan UE u-oma

Red Eléctrica, as transmission

agent and operatar of the electricity
system is a key player in the
progress towards a mare sustainable
energy model: the development of
transmission infrastructure and

the implementation of solutions

for system operation aimed at

CORNERSTONES
OF THE CLIMATE %
CHANGE

STRATEGY

-

Integration Betting for
of renewable : energy efficiency
energies. : atall levels.

integrating renewahle energy
represent major opportunities in
sustainahility and at the same time,
are essential to the achievement of
the European climate targets.

Therefare, although Red Electrica is
not subject to regulations requiring
reporting and the reduction (or
possibly offsetting] of emissions

Reduction Protection

of Greenhouse of forested

Gas emissions. areas: Fire
: prevention

and promoting
reforestation
projects.

associated with their activities, in
2011 it decided to formalise its
cammitment to climate change by
approving a specific strategy, which
was reviewed and approved by the
Chairman in May 2014,

Development Extending

of climate change the commitment
adaptation : to stakeholders,

projects. © mainly suppliers.

181

BARCELONA
DECLARATION

Red Eléctrica, as a member of

the Spanish Green Growth Group,

in May 2015 signed the Barcelona
Declaration, which includes

10 recommendations to promote

a strategy for the development of
the green economy and establishes
ecanamic paolicies that make

this possible.

ACHIVEMENT

obtained the maximum
score of the Dow Jones
Sustainability Index
(DJSI) under the climate
strategy criteria.

@

In the ‘Energy and climate change’ subsection of the
‘Sustainability’ section of the corporate website.


http://www.ree.es/en/sustainability/sustainable-energy/energy-and-climate-change
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CLIMATE CHANGE
ACTION PLAN

In May 2015, Red Eléctrica launched
a new Action Plan on climate change
which included the targets to achieve
in this area and the measures to be
undertaken to reach these targets
are established. The plan is divided
inta four main lines of work:

Contribution to a sustainable
energy model

Includes actions related to the
activity of Red Eléctrica as operator
and transmission agent of the
electricity grid, and is necessary for
the achievement of the European
20-20-20 targets for the year 2020.
In this regard, the construction

of facilities is contemplated

that contributes to reducing
emissions from the electricity
system as a whole, such as
electricity interconnections and the
transmission facilities necessary for
the evacuation of renewable energy
and the rail transport network.

Also included are all the projects to
promote the maximum integration
of renewable energy, such as
optimising CECRE, improved tools
for predicting renewable generation,
the development of mechanisms far
participation in system adjustment
services and the integration of
energy storage systems (Almacena
Project].

Finally, referred to in this regard
are all efforts to contribute to the
efficiency of the electricity system,
as are the different demand-side
management measures and

the development of research
projects relating to smart grids
and electric mobility.

Detailed information on these
actions is described in the
Sustainahle Energy chapter of
this report.

INTEGRATION OF
RENEWABLES

%

OF THE
ELECTRICTY
DEMAND WAS
COVERED BY
RENEWABLES

@

In the ‘Energy and climate change’
subsection of the ‘Sustainahility’ section
of the corporate website.

reees € D
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Reducing the

carbon footprint

The Action Plan sets the reduction
or compensation of 21% of the
company emissions compared

to 2010 as a general target for
2020, in addition to other partial
objectives. The activities are grouped
into four broad areas: improved
calculation and knowledge of the
carban footprint, reduction of SF6
gas, greater efficiency in electricity
cansumption and reducing fuel
cansumption of fleet vehicles and the
reduction of business trips. In this
chapter we describe these aspects
in more detail.

Stakeholder

involvement

Incorporates a set of initiatives

aimed at involving stakeholders in the
Company's commitment in the fight
against climate change. A variety of
communication actions have been
developed and planned addressed
towards the various stakeholders to
promate energy efficiency. In addition,
different ways of collaboration with
the administration in this area and
establishing a work programme
aimed at extending the commitment
to providers has been defined to
combat climate change.


http://www.ree.es/en/sustainability/sustainable-energy/energy-and-climate-change
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Adapting to

climate change

Besides working on mitigation
actions, Red Eléctrica is aware

of the need to work in the field

of adaptation to climate change.
For this reason, it has identified
and evaluated both the risks and
opportunities arising from climate
change and has begun to develop
some actions derived fram

this analysis.

Risks and opportunities

of climate change [G4-EC2)

The risks of climate change of Red
Eléctrica are integrated into the
carparate risk map. On page 43 of
this report an outline is provided
regarding these risks and the main
actions carried out by Red Eléctrica
to manage them.

1000

Acknowledgements

In 2015, Red Eléctrica was included in

the Climate Disclosure Leadership Index,
after a score of 100 B, for its transparency
in disclosing information related to
climate change.

q‘, cOE

‘ DISCLOSURE
LEADER 2015

PRICE
PROJECT

B

DEPLOYMENT OF
DEMAND-SIDE
MANAGEMENT
MEASURES IN

HOMES

In the Corredor
del Henares

RED ELECTRICA
EFICIENTE

Internal efficiency
seal, created by Red
Eléctrica, which
identifies projects
that promote the
efficient use of natural
resources.

As for oppartunities, the fight to

stop climate change implies a
change in the energy maodel and the
transmission model. Palicies set at
European level are clearly aimed at
these purposes. The need to increase
the share of renewable energy in the
electricity system [connection of new
facilities and the optimisation of their
management], the improvements to
be undertaken in order to increase
the efficiency of the system,

changes in mohility palicies (boost
to rail transport and development

183

of electric vehicles] represent a
clear need for new investment in
the transmission grid (new lines,
interconnections) and therefare,
a clear business oppaortunity for
the Company.

Red Eléctrica eficiente

As a key player in the electricity sector,
Red Eléctrica considers efforts geared
towards energy efficiency and savings as
essential due to the enormous benefits in
economic, social and environmental terms.

The Company works in this field both from
the perspective of operator of the electricity
system, promoting various measures to
improve the efficiency of the system, as
well as from the perspective of improving its
own processes, with the aim of reducing its
carbon footprint.

To make this interest visible among its
employees and shareholders, the Company
has created a seal of internal efficiency (Red
Eléctrica eficiente), which identifies those
projects that promote the efficient use of
natural resources. Each year some of them
are distinguished due to their contribution
to the achievement of the various objectives
on efficiency.

In the 3rd Edition of the Red Eléctrica
eficiente Awards, three awards were given:
Communication campaign 'Every gesture
counts' for contractors working on the
premises of Red Eléctrica,' VILI Project’,
aimed at reducing the use of paper for

the dissemination of information, and

the 'PRICE project’, which through the
deployment of demand-side management
measures in 1,000 households in the
Corredor del Henares area of Madrid,
develops the active participation

of citizens in the management of the
electricity system.
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in the distances to be maintained

between the various elements of

facilities which makes it possible to

reduce the size of the installation :

and therefore better blend it into F

KEY PERFORMANCE

In 2015, a methodology for
calculating emissions associated
with the life cycle of overhead
lines was developed that

will identify the most
carbon-intensive activities.
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The emissions of this gas are : REDUCTION
associated to small leaks from OF
emissions associated with an ‘
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EMISSIONS INVENTORY

(G4-DMA)

Red Eléctrica drafts its emissions
inventory based on the methodology
of the GHG Protocol. Since 2011,

overhead line in which different
aspects are taken inta account, such
as emissions associated with the
use of raw materials and related to
the construction, maintenance and

equipment, leakages due to handling
the gas and those one-off accidents
that may occur. To reduce these
emissions, Red Eléctrica performs
the following actions:

%

o the Company has been warking decommissioning phases of - Improvement of the procedures OftAe
@ on expanding the inventory and the facility. for the contral and identification emissions of
impraving the calculation processes. of leaks, an inventory and the Company
Since 2013, the inventory has been The application of this methodalogy management of SFg gas. In this
submitted to independent review in will help identify those activities regard, Red Eléctrica has developed
accordance with ISAE 3410. which are most carbon-intensive a procedure far cantrolling the
and prioritise areas in which we must decanting of gas which has improved
One of the objectives of the Company work to reduce their impact the calculation of annual leakage of
is to know the carbon footprint of its an climate change. SFs, and provides results much lower
08. SOCIETY facilities throughout their life cycle. than estimated based on
In this regard, in 2015 a methodolo rates of leakage values above
was deveglopecl for calculating Y CONTROL OF SFs theoretical regults.
os et EMISSIONS
S IAKEHOLDERS The main direct emissions derived :
from Red Eléctrica’s activities are 3
VIO T — those of sulphur hexafluoride (SFe). 5 @

More information on the emissions inventory in
the 'Energy and Climate Change' subsection of the
‘Sustainability’ section of the corporate website.

This gas, in spite of its high potential

ANNEXES
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In 2015, this new methodology
obtained a leakage value of
1,388 kg of SFs, 0.37% of the total
gas installed.

« Provision of the most efficient
equipment for the detection
of leaks, the handling and
measurement of SFe.

« Training of those involved in the
handling of the gas. Red Eléctrica
has legally recognised two
training centres with a classroom
for lectures and a workshap
for experiments in which 412
employees have been trained
since 2013.

- Replacement of aold equipment
with equipment with lower leakage
rates.

- R&D+i projects related to the
improvement in the management
of gas. Collaboration with EPRI
(2015-2020) and the development
of a leak repair methodology for SFg
in GIS facilities starting in 2016.

EVOLUTION OF SFg
GAS INSTALLED IN
RED ELECTRICA

The growth in installed gas is due to the commissioning
of new facilities and the replacement of old equipment
with equipment insulated with SFe.

Additionally, Red Eléctrica works in
callaboration with the government
and other entities in the search far
solutions aimed at controlling and
reducing these emissions.

In May 2015, a new voluntary
agreement was signed between the
Ministry of Agriculture, Food and
Enviranment, manufacturers and
suppliers of electrical equipment
using SFs, transportation companies
and electricity distribution
companies and waste managers

for this gas and the equipment
cantaining it, for a comprehensive
management of the use of SFgin the
electricity industry which is more
respectful to the environment.

Replacing old equipment with equipment

with lower leakage rates

*The theoretical average emission rate of
equipment in 2015 was 1%, so it has met
the target set for this year. In the last
six years this rate has been reduced by
20.6%. Red Eléctrica has set a new target
for 2020: reach an average theoretical
leakage rate of 0.8%.

*The climate change Action Plan also
includes the objective of avoiding 1,500
tons of CO; eq thanks to the replacement

of old equipment by equipment with a
lower leakage rate. In 2015, an estimated
total of 27718 tonnes of CO; eq has
managed to be avoided.

(*) The calculation of the average emission rate of the
equipment is done by assigning different emission
rates to equipment installed depending on their age.
Itis a theoretical rate of leakage. The estimate of
avoided emissions is accomplished by applying the
same method.
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VOLUNTARY

AGREEMENT
2015

SIGNED WITH
THE MINISTRY OF
AGRICULTURE,
FOOD AND
ENVIRONMENT

SFg
MANAGEMENT

Respectful
with the
environment
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The sustainable mobility Plan,
aims to incorporate a new culture
of mobility into the Company
based on energy efficiency.

EFFICIENCY
in electricity consumption

MAIN ENERGY EFFICIENCY ACTIONS )

+Improved energy management of existing buildings and application of efficiency
@ criteria in the construction of new buildings.

+ Energy Management System certified under the ISO 50001 standard for the
buildings of the head office with a consumption reduction target for these
facilities of 15% in the period 2010-2020.

@J * Reduction of electricity consumption associated with the use of IT equipment.
=)

Renewal of equipment and systems and the application of efficient use policies,
with a target of reducing electricity consumption associated with this equipment
of 60% in the period 2012-2020.

* Reduction of energy consumption associated to the Electricity Control Centres.
Target of a 15% reduction in its consumption for the period 2014-2020.

@ +Reduction of electricity consumption in substations.

Selection of more efficient equipment and components and establishing efficient
guidelines for use, with a special focus on ancillary services.

+ Awareness of employees and collaborators working in the facilities of
the Company.

®

(_)

10648

ELECTRICITY
CONSUMPTION

SAVINGS

kWh

ESTIMATED
ANNUAL SAVING

Due to efficient
lighting systems
and the
insulation of
buildings

76,871 kWh

Estimated
annual savings
by renewing

T equipment
including
equipment in
control centres.

186

SUSTAINABLE MOBILITY

Red Eléctrica maintains a clear
commitment to efficiency in mohility.
In this regard, in 2014 it approved the
Sustainable Mobility Plan with the
aim of incarporating a new culture

of mobility into the Company. Its
implementation has been carried out
mainly at the head offices, affecting
a total of 850 employees and

the measures adopted include

the following:

- Progressive incorporation of
efficient vehicles (mastly hybrids)
in the catalogue of shared leasing
vehicles available.

- Reducing emissions associated
with business travel:
implementation of a corporate
fleet of electric vehicles to travel
during the warkday, prioritise the
use of efficient taxis and improved
communication toals [video
conferencing platforms and remote
accessihility).
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- Rationalisation in the use of
private vehicles in work commutes:
improved Company bus service and
shuttles to communicate offices
with different points, inclusion of
travel passes in the benefits-in-
kind payments for employees and
promoting the use of car sharing.
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Promoting the use of efficient
vehicles among employees:
: implementation of a fleet of
electric and hybrid vehicles for
et management, incentives to

APPROACH : purchase efficient vehicles, addition
: of extra charging points for privately
owned electric vehicles, preferred
parking spaces etc.

03. CORPORATE
GOVERNANCE

@ ©®

05. SUSTAINABLE
ENERCY

The implementation of the Plan has
[ : been considered as a management

OF VALUE abjective of the Company for 2015.

: The measures planned for this

period, with a budget of 1,258,874
euras, have heen completed in full,
representing a 100% fulfilment of
the objective.

& ®
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In addition, Red Eléctrica has
been working for a few years on
optimising the journeys made in

09. DIALOGUE
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STAKEHOLDERS

10.THE
ENVIRONMENT
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maintenance activities through two
camplementary actions. On the one
hand, improving the energy rating
of the vehicles used and on the
other, optimising their management
and use.

Proof of this is the 'Green Fleet
Accreditation' in its 'Master' mode
(the maost demanding) received
from AEGFA [Assaociation of Fleet
Managers] and IDAE (Institute for
Energy Diversification and Saving] in
2015. This certification shows that
the fleet of Red Eléctrica meets strict
standards of environmental respect
and sustainability, while taking into
account other aspects such as fleet
management, training of drivers,
offsetting of emissions, optimising
routes, maintenance of vehicles ar
corporate commitment.

In this regard, also notewarthy is the
development of the CARS project
(Safe Responsible and Agile Driving),

which has facilitated a reduction in
fuel consumption through the use
of efficient routes and responsible
driving. This project has received
recognition from the Association
of Fleet Managers (AEGFA] in

the category of efficient fleet
management.

OFFSETTING
EMISSIONS

Within the climate change action
plan, we have set a goal to offset at
least 20% of our direct emissions.
In this regard, Red Eléctrica offsets
its emissions primarily through

the project: Red Eléctrica Forest
described in the biodiversity section
of this report.

Mobility objectives 2020
+30% reduction of emissions associated with
the use of fleet vehicles (2010-2020).

+300 t of CO; equivalent avoided each year on
business trips as of 2020.

+200 t of CO; equivalent avoided annually in
the transfer of employees to work centres
as of 2020.

reees € D
187

ENERGY RATINGS OF
VEHICLES

70.7% of fleet vehicles

(including shared leasing vehicles)
have an energy rating of A or B,
noteworthy being the increase of
vehicles with an A rating, which has
gone from 48% in 2013 to 57%

in 2015.

91.5% of management vehicles
are rated A, B or are electric.

EVOLUTION

OF EMISSIONS

FLEET VEHICLES  cwieen

ETD 989
1,094
1,275
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In 2015, warks for the Puehla de
Sanabria Forest (Zamora) was
concluded, which completes

the offsetting of emissions
corresponding to 2014. It is
estimated that the species planted
under this project will offset 30,638
tonnes of CO; throughout their life,
which added to the Majorca Forest,
completed last year, represent

an offsetting of 41% of the direct
emissions of 2014,

KEY PERFORMANCE
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PPROAC trees took place in Ejulve (Teruel)
that would be equivalent to 3,000
tons of CO; being offset. Work has

also started on the restoration of
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50 hectares of forest with pine and
hardwoods in the municipality of
Espadafiedo (Zamara), which will be
campleted in the first half of 2016
and will help meet the objective of
offsetting emissions corresponding
to 2015.

Mareaver, for the third consecutive
year the Company has offset a part
of the emissians corresponding

to employee commutes to their
respective wark centres, having
purchased a total of 2,212 VCUs
(Verified Carbon Unit] under the
standard VCS (Verified Carbon
Standard), which correspond to
the emissions generated by all
those workers who answered the
mobility survey 2015 [65.7% of

The 'Madre de Dios
Amazon REDD Project;
supported by Red Eléctrica
in Peru, helps prevent
deforestation of

the Amazon rainforest.

10.THE
ENVIRONMENT

®©
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(_)

the warkforce). This purchase has
been offset by supporting a project
against a deforestation project in the
Amazon rainfarest - Peru: ‘Madre de
Dios Amazon REDD Project’, which
contributes to the canservation

of biodiversity in the area and

the development of indigenous
communities.
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OFFSETTING OF
EMISSIONS

ANNUAL OBJECTIVE:

204

OF ITS
EMISSIONS

Main offsetting
measure: the
‘REE Forest’

CALASPARRA
FOREST 2012,

included within the framework
of the 'Red Eléctrica Forest'
project, in 2015 received a
prize from the Region of Murcia
for sustainable development:
Award for initiatives on
Climate Change in the

‘effort for the generation and
maintenance of carbaon sinks.

@

More about the Red Eléctrica Forest in the 'Map
of projects’ subsection of the 'Sustainability'
section of the corporate website.


http://www.ree.es/en/sustainability/map-of-projects
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Effluents
and Waste (G4-DMA)

The waste that Red Eléctrica
generates is produced as a result
of the following activities:

* Preventive or corrective
maintenance tasks: inspections,
changing of parts, oil renewal, etc.

- Actions against accidents:
containment measures used in
the case of leaks or spillages and

cleaning wark may lead to a large
amount of associated waste.

« Improvement of facilities:
renewal of obsaolete switchgear,
improvement in accident prevention
systems, amang others.

Red Eléctrica has established
processes that help minimise the
quantity and hazardous nature of
waste generated, such as the in-situ
regeneration of power transfarmer
oil for its reuse. This process has
identified an opportunity to reduce

Reverse logistics project 'Sustainable Stock'

In 2015, this pilot project was developed
that involves the application of a reverse
logistics model to manage inactive
equipment or materials, obsolete or
over-stocked, so that a full or partial
recovery of its components can take place.

This project closely follows the principle of
the 3Rs: Reduce, Reuse and Recycle.

The application of this methodology has
been a clearimprovement in the
management of stored material that
required it be categorised as redundant
stock, with 89% of the material to be
removed having been auctioned off

as useful.

The development of the project in 2015 has
led to an economic benefit of 55,623 euros,
which when dealing with the management
of materials as waste, has represented a net
improvement for Red Eléctrica of 80.32%.

‘water-oil mixture' waste and has
launched an R&D+i project to
develop a process which, by using
a mohile treatment plant, allows
the in-situ separation of water oils
and greases, so that the amount of
hazardous waste that is necessary
to be transported and managed is
minimised.

189

SUSTAINABLE

STOCK
PROJECT

O

5 623

OF ECONGOMIC
BENEFIT

80.324)

Of net REE's
overall
improvement

HAZARDOUS
WASTE REDUCTION

Red Eléctrica has
launched an R&D+i
project for the in-situ
separation via a mobile
treatment plant, for
water, oils and greases,
reducing the hazardous
nature of the waste.
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However, and given the nature of
the waste generating activities, it is
very difficult to predict the evalution
of the quantities generated and
set gquantitative reduction targets.
Therefore, most of the efforts are
aimed at finding better solutions
for final management, promoting
good practice through training and
awareness and seeking the best
options among our suppliers.

The waste generated in construction EQU I PM ENT

activities is managed by contractors.

For all works there is a waste
management plan which sets out
the management to be carried out
in each case, with the criteria of
minimisation and reuse established
as a priority (which is especially
important for surplus excavation
material]. In addition, Red Eléctrica
includes specific waste
management requirements in the
cantractual documentation of works
and reviews compliance through
monitoring visits to warks and via
documentation control.

reees £ D
190
PREVENTION OF THE 2 H
CONTAMINATION Red Eléctrica promotes
good practices in the
) management of its waste
@ and works to find its best
final destination.
OF SOILAND
GROUNDWATER
PROTECTION AGAINST (especially relevant in the case of
LEAKS AND SPILLAGES power transfaormers containing
MAINTENANCE large amounts of oil) and response
o Red Eléctrica includes amang its protocals when faced with possible
Cor;;g;gmsent environmental risks the risk of events that result in a reduction of
and response cantamination of soil or groundwater the severity of the consequences
protocols from leaks or spillages of oils, fuels should accidents occur.
and hazardous substances. For this
reasan, it has established numerous
preventive and corrective measures
to minimise these risks. On the
ane hand, proper maintenance
of equipment is carried out and
strict working procedures that
reduce the number of incidents are
established. On the other hand, it
WASTE has adequate containment systems
MANAGEMENT PLAN

Carried outin all
works and establishes
the management

of waste depending
on each case, with
the principles of
minimisation and
reuse being a priority.
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@ ELECTRICITY @
CONSUMPTION

o roRmoR e 2013 2014 2015 2013 2014 2015
GOVERNANCE
: Diesel 475,792 408,277 400,096 Head Offices (Moraleja+Albatros) (1) 8,566,662 8,399,121 8,558,868
Petrol 27 - 44 Tres Cantos (1) 1,674,293 1,652,529 1,690,439
T Biodiesel - - 121 Non-peninsular systems (1) 689,674 1,304,592 1,319,628
APPROACH Autogas [LPG) 33 Regional head offices 2,353,001 2,176,256 2,049,798
: Diesel generator sets (1) 2,377 4,100 5,061 Work centres: main regional offices (2) 1,887,422 2,648,473 2,281,308
&2 : (1) Corresponds to diesel refilled in the fuel tanks in the year. _/ Total 15,171,052 16,180,971 15,900,041
Dickers sl xeoutie veile undi2033.Th 201 and 2015 dats does ntinchds vecutive () Thes rework entres with spcial haractristio s ot ac tht ety \_ ./
: hicles as they are shared leasing vehicles. contrul centres are Im:atafd there. These work 24 hours a day 7 days a week and have
ve special energy consumption.
(2) These are work centres staffed primarily with maintenance personnel.
In 2013 only the regional head offices (7 offices) were included.
06. CREATION In 2014, the consumption of 38 additional work centres was included.
OF VALUE In 2015 data regarding 14 new buildings is included.
SUMMARY OF ENERGY @
07. EMPLOYEES CONSUMPT'ON (1
(G4-EN3)
@ : 2013 2014 2015
08, S0LIETY 5 Fuel consumption 1.77-10% 1.52-10% 148-10%2
Consumption of electricity 546-10% 5.82-10% 5.72-10%

1kWh = 36+10% joules; 1 litre diesel = 37-10° joules; 1 L of gasoline = 34105,
1L of gas oil = 37-10° joules; 1 L of biodiesel = 32.79-10° joules;

@

09. DIALOGUE
1Lof LPG =25.7:10° joules.
STAKEHDLDERS (1) Total consumption data in joules, according to the criteria defined by GRI G4.
10. THE
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INDIRECT ENERGY EXTERNAL ENERGY

CONSUMPTION. ELECTRICITY CONSUMPTION. LOGISTICS

G4-EN3 G4-EN4

[ ] 2013 2014 / 2015 [ ] 2013 2014 (- 2015
Transmissian grid lasses (GWh] (1) 3,115 3,187 3,023 Fuel consumption (litres) 251,654 239,120 238,240
Transmission grid losses (Joules) 1.12-10% 1.15-10% 1.08-10% Fuel consumption (Joules) 9.31-10* 8.85:10* 8.82:10%

(1) Losses in the electricity transmission grid are related to the location of generation points K 1litre of gas oil = 37:10°joules. \

in relation to the consumption points (the greater the distance, the greater the losses], the
amount of energy demanded during the year, the generation mix of the year [percentage

of each generation technology in the total energy generated], international exchanges and
the shape of the demand curve. Practically none of these factors are controllable by Red
Eléctrica, making it very difficult to reduce them. However, Red Eléctrica works to identify
and improve those factors it can have an influence on. During 2015, the value of losses in the
transmission grid decreased over the previous year mainly due to the different distribution of
generation in the Spanish peninsular system.

ENERGY
INTENSITY

G4-ENS

[ ) 2013 2014 (- 2015\
Electricity consumption per employee in head offices 7,642 6,725 7,126
(kWh/employee] (1)

Transmissiaon grid losses 1.265 1.320 1.218
[(MWh/MWh transported) (%) (2)

Average consumption of vehicles for logistical use 26.36 25.75 26.56

(external] (L/100 km)

(1) The calculation takes into account all staff working at Head Office and Moraleja work centres
[employees of the Group, interns, employees from temporary staffing agencies et al].

(2) The indicated percentage corresponds to the energy dissipated in losses with respect to total
demand. Losses in the Electricity Transmission Grid are related to the location of generation
points in relation to the consumption points (the greater the distance, the greater the losses), the
amount of energy demanded during the year, the generation mix of the year [percentage of each
generation technology in the total energy generated), international exchanges and the shape of
the demand curve. Practically none of these factors are controllable by Red Eléctrica, making it
very difficult to reduce them. However, Red Eléctrica works to identify and improve those factors
it can have an influence on.

Note. It is not considered relevant. The calculation of a global energy efficiency indicator is not

deemed relevant as it is considered that the internal energy consumption is very low.

REDUCTIONS IN
ELECTRICITY CONSUMPTION

(G4-ENB)
kWh/annually  Joules/annually

Reduction in the Head Office via the implementation 70,604 2.54-101
of energy efficiency measures (insulation of piping

and renaovation of the external elements of the fagade

of the buildings] (1)

Improvements to insulation and lighting systems 35,883 129104
at 3 wark centres (1)

Renewal of display screens and PCs (1) 22,822 8.22:10%
Renavation of display screens and hardware 54,049 1.94-10"

in the control centres (1)

(1) Estimated annual reductions resulting from the measures carried out in 2015 (estimations obtained
from equipment specifications and information coming from energy audits).

< >
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REDUCTIONS
IN FUEL CONSUMPTION
(G4-ENB)
Litres Joules
Saving of diesel due to efficiency measures in fleet vehicles, 8,181 3.02-10%

CARS project (1)

(1) Actual reductions achieved in 2015 compared to 2014, thanks to efficiency measures implemented.
1litre of diesel = 37-10° joules.

PRESENCE OF FACILITIES
IN RED NATURA SPACES

(G4-EN11)

Peninsular system

193

TOTAL WATER
WITHDRAWAL BY SOURCE

2013 2014 2015
Head Office (m?] (1) 10,983 9,177 9,018
Other work centres [m?) 20,614 18,892 18,232
Total of all work centres (m®] (2) 31,597 28,069 27,250
(1) Only the Head Office building in ‘La Moraleja’ is taken into account. \

(2) The data provided has a coverage of 96%, in terms of personnel [taking into account all

personnel that work in the different work centres: employees of the Group, interns, employees

from temporary staffing agencies et al). Data for all work centres is not available due to the

absence of meters and the breakdown of some devices.
Note: The water consumed comes from: the municipal mains (59.52%), wells (35.44%), cisterns [5.04%).
In the Northern regional office and in some work centres cisterns are available for the collection of
rainwater for sanitary use, fire prevention and irrigation. In general the wells do not have mechanisms to
measure the water stored, so the actual % of utilisation of rainwater cannot be calculated. [G4-EN10)

Km of line in Red Natura / total km of line (%)

Number of substations in Red Natura / Number of substations (%]

Surface area of facilities in Red Natura / Total surface in Red Natura an the Spanish Peninsula (%) (1)

Insular systems

Km of line in Red Natura / total km of line (%]

Number of substations in Red Natura / Number of substations (%]

Surface area of line in Red Natura / Total surface in Red Natura on the islands (%) (1)

Total Spain

Km of line in Red Natura / total km of line (%)

Number of substations in Red Natura / Number of substations (%]

Surface area of facilities in Red Natura / Total surface in Red Natura [%) (1)

Red Natura (Natura 2000 Network] includes: SCI (Site of Community Importance); SPA (Specially Protected Areas for hirds).

(1) Surface area occupied by lines and substations: The surface area of lines has been calculated assuming an occupation of 20 m on each side of the line. Itis

necessary to keep in mind that the occupation is overhead; there is only actual occupation in the case of the towers.

2013 2014 2015
156 155 155
7.2 6.8 6.6
012 010 0.09
10.0 9.3 8.8
2.8 2.80 2.8 \
0.08 0.03 0.02
15.2 151 15.0
6.4 6.2 6.0
0.12 0.09 0.08

Note 1. For the calculation of the 2013 ratios, the database of Red Natura 2000 published in 2012 was used. For the calculation of the 2014 ratios, the database
published in July 2014 was used. For the calculation of the 2014 ratios, the database published by MAGRAMA in February 2016. The mapped area of Red Natura on

the islands is significantly higher than in previous years, which explains the variation in the indicators identified).

Note 2. The mapping of in-service facilities is improved and updated annually, whereby some variations in calculations not related to the increase or decrease in

the number of facilities may result.



@

LETTER FROM THE

CHAIRMAN AND THE CHIEF

EXECUTIVE OFFICER

®

KEY PERFORMANCE

=
=}
=
>
=t
o
o
in

01. THE COMPANY

®

02. STRATEGY

@

03. CORPORATE
GOVERNANCE

AV

@

04. MANAGEMENT
PPROAC

>
T

@

05. SUSTAINABLE
ENERGY

®

06. CREATION
OF VALUE

&

07. EMPLOYEES

1©)

o
®
0
o
o
m
il
<

@

09. DIALOGUE
WITH
STAKEHOLDERS

10.THE
ENVIRONMENT

®©

ANNEXES

Corporate Responsibility Report 2015

reees £ D

MOST SIGNIFICANT
VEGETATION IMPACTS
(G4-EN12)

Felling of 10 Sweet Tabaiba (Eupharbia balsamifera) associated with the construction
of a new power line.

Felling of native vegetation (122 Birches, 120 Oaks, 308 Chestnuts and 12 Willows] due
to the opening of the security carridor for the construction of a new power line.

864.92 m? of Posidonia Oceanica (Priority Habitat 1120) seagrass meadows
affected due to the laying of the submarine cable for the Mallorca-lbiza 132 kV
interconnection line.

2.9 ha of vegetation (Gorse, Kermes Oak and Holm Oak] affected due to a fire in SCI (fertile

plains, slopes and wastelands southeast of Madrid) and SPA [Jarama and Manzanares River).

DETECTED COLLISIONS
OF SPECIES OF INTEREST 2015

(G4-EN12)

Species affected

Great Bustard (Otis tarda] (1)

194

N° of birds
affected

25

Little Bustard (Tetrax tetrax] (2] (3)

9

Black vulture [Aegypius monachus] (2) (3)

1

Canarian Egyptian Vulture [Neophron percnopterus majorensis] (4 (5)

1

Houbara Bustard (Chlamydotis undulata] (1) (4)

10

Bonelli's Eagle (Hieraaetus fasciatus] (3)

Stone Curlew [Burhinus oedicnemus] (3)

(1) Vulnerable species according to IUCN Red List. [G4-EN14)

(2) Near threatened species according to IUCN Red List. (G4-EN14)

(3) Vulnerable species according to the National Catalogue of Endangered Species . [64-EN14)

(4] Near extinction species according to the National Catalogue of Endangered Species. (G4-EN14)
(5) Endangered species according to IUCN Red List. (G4-EN14)

Collisions are mainly detected during monitaring plans or specific studies.
In 2015 the number of studies conducted increased significantly, mainly in existing facilities.
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TOTAL NUMBER OF

reees € D

IUCN RED LIST SPECIES AND NATIONAL CONSERVATION LIST SPECIES WITH
HABITATS IN AREAS AFFECTED BY OPERATIONS, BY LEVEL OF EXTINCTION RISK

(G4-EN14)

Scientific name

Common name

Classification according to MARM

(2011) (National Catalogue)

Classification according
to the IUCN red list (UICN]

Aquila adalberti Imperial Eagle In danger of extinction Vulnerable (VU]

Hieraaetus fasciatus Bonelli's Eagle Vulnerable Least concern (LC]

Pandion haliagetus Osprey Vulnerable Least concern (LC)

Aquila chrysaetos Golden Eagle - Near threatened (NT]/ Least concern (LC]
Burhinus oedicnemus dbspp. Stone-curlew Vulnerable Least concern (LC)

Neophron percnopterus Griffon Vulture Vulnerable Endangered -E-

Neophron percnopterus majorensis

Canarian Egyptian Vulture

In danger of extinction

Endangered -E- Species native
to the Canary Islands

Chersophilus dupanti Dupaont's Lark Vulnerahle Near threatened [NT)
Botaurus stellaris Euroasian Bittern In danger of extinction Least concern (LC]
Otis tarda Great Bustard - Vulnerahle (VU]

Chlamydotis undulata

Houbara Bustard

In danger of extinction

Vulnerahle (VU]

Aegypius monachus

Black Vulture

Vulnerahle

Near threatened (NT)

Marmaronetta angustirostris

Marbled Duck

In danger of extinction

Vulnerahle (VU]

Ciconia nigra

Black Stork

Vulnerahle

Least cancern (LC)

Corvus corax canariensis

Commaon Raven

Species native to the Canary Islands

Fulica cristata

Crested Coot.

In danger of extinction

Least concern (LC)

Pterocles alchata

Pin-tailed Sandgrouse

Vulnerable

Least concern [LC)

Pterocles orientalis

Black-bellied Sandgrouse

Vulnerahle

Least concern [LC)

Ardeola ralloides

Squacco Heran

Vulnerahle

Least concern (LC)

Falco pelegrinoides

Barbary Falcon

In danger of extinction

Least concern (LC)

Geronticus eremita

Northern Bald lbis

Critically endangered (CE)

Oxyura leucocephala

White-headed Duck

In danger of extinction

Endangered -E-

Milvus migrans

Black Kite

In danger of extinction

Least concern (LC)

Columba junonice

White-tailed Laurel Pigeon

Vulnerahle

Near threatened (NT)

Dendrocopos leucotos

White-hacked Woodpecker

In danger of extinction

Least cancern (LC)

Fringilla teydea subspp

Blue Chaffinch

In danger of extinction (Tenerife]

/Vulnerable (Gran Canaria)

Near threatened (NT)

Aythya nyroca

Ferruginous Duck

In danger of extinction

Near threatened (NT)

Gypaetus barbatus

The Bearded-Vulture

In danger of extinction

Near threatened (NT)

Tetrax tetrax

Little Bustard

Vulnerahle

Near threatened

Tetrao uragallus cantabricus

Cantabrian Capercaillie

In danger of extinction

Least cancern (LC)

Tetrao urogallus aquitanicus

Agquitanian Capercaillie

Vulnerahle

Least cancern (LC)

195

The main effects on protected species
from the operations of Red Eléctrica are
those derived from birds colliding with
electricity lines. Within the framework

of the “Birds and Power Lines: mapping
of bird flight paths” project 2010-2014

for the identification, characterisation
and mapping of flight corridors of birds
interacting with high voltage transmission
lines, the species that prone to collision
with the lines of Red Eléctrica have been
identified (focal species, a total of 47) and
whose habitats are in areas where these
lines exist. Of the 47 species identified,

31 are considered threatened.
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DIRECT GREENHOUSE
GAS EMISSIONS g

equivalent

(G4-EN15)
Direct (SCOPE 1) 2013 2014 ( 2015\
SFs(2) 72,210 81,018 31,651
Air conditioning 545 809 840
Fleet vehicles 1.275 1,094 9883
Diesel Generator sets 950 204 182
Total direct emissions 74,980 83,125 33,662
(1) The emission calculation is performed from an operational control approach. The information _)

on the scope and methodology of inventory is available on the website of REE. http://www.ree.es/

es/sostenibilidad/energia-sostenible/energia-y-cambio-climatico/nuestra-huella-de-carbono.

The inventory was submitted to independent review in accordance with ISAE 3410.
(2) Taking GWP to 100 years: 22,800 (Source IPCC, Intergovernmental Panel on Climate Change: 4th

assessment report). The decrease in SF6 emissions is linked to the change in the methodology used for

its calculation. In 2013 and 2104 the data was calculated based on the application of theoretical emission

factors of the installed gas. In 2015 the calculation is based on actual data regarding leakage.
OTHER INDIRECT
GREENHOUSE GAS EMISSIONS
(G4-EN17) N
Indirect (SCOPE 3) 2013 2014 2015
Business travel (1) 1,046 1485 2,517
Logistics 674 641 589
Emplayees commuting (2) 1,579 3468 3,345
Supply chain (3) 176,528 175,389 234,807
(1) Corresponds to trips made by train, plane, privately owned or rental vehicles. In 2015, emissions _)

from the use of vehicles on shared leasing [including management vehicles) and from the use
of taxi were included.

(2) Since 2014, the calculation is performed taking into account all of Red Eléctrica employees.

(3) 2013: data calculated on suppliers representing 87% of the volume of orders. Carbon intensity in the value
chain: 331 t CO, / million euros. 2014: information on suppliers representing 95% of the volume of orders.
Carbon intensity in the value chain: 370 t CO, / million euros. 2015: information on 100% of the volume of
orders. Carbon intensity in the value chain: 424 t CO, / million euros

Note: For the correct interpretation of the data it is necessary to take into account that:

- Carbon intensity depends on the type of orders made in the year and there are products / services with
different carbon intensity. Therefore, one cannot establish strict comparisons between different years. Of all
the activities, the construction of facilities and the manufacturing of equipment are the most carbon intensive.

- From the latest study of the value chain of Red Eléctrica, for the year 2015, it can be deduced that 37% of
emissions in the value chain are associated to only one supplier, another 55% to the next top 10 suppliers,
and 77% to the next 50 main suppliers.

reees £ D
196

INDIRECT GREENHOUSE GAS EMISSIONS
FROM THE GENERATION OF ENERGY w

equivalent
(G4-EN16)
Indirect (SCOPE 2) 2013 2014 /. 2015
Electricity Consumption (2] (4) 3,565 3,867 4,229
Transmission grid losses (3) 732,025 767907 804,118
Total indirect emissions 735,590 771,774 808,347

(1) The emission calculation is performed from an operational control approach. The
information on the scope and methodology of inventory is available on the website of REE.
http://www.ree.es/es/sostenibilidad/energia-sostenible/energia-y-cambio-climatico/
nuestra-huella-de-carbono.

(2) Peninsular emission factor calculated by Red Eléctrica that takes into account the energy mix of each year
and that associates an emission factor with each generation technology.

(3] Losses in the Electricity Transmission Grid are related to the location of generation points in relation to the
consumption points (the greater the distance, the greater the losses), the amount of energy demanded
during the year, the generation mix of the year [percentage of each generation technology in the total energy
generated), international exchanges and the shape of the demand curve. Practically none of these factors are
controllable by Red Eléctrica, making it very difficult to reduce them. However, Red Eléctrica works to identify
and improve those factors it can have an influence on (see sustainable energy chapter). In this case, the same
way as emissions associated with electricity consumption, CO; is not emitted during Red Eléctrica activities,
as it takes place at the different points of power generation. To calculate the emission factor associated to
losses in transmission, the emission factor calculated by Red Eléctrica, which is based on the total annual
peninsular electricity data, is used. During 2015, emissions have increased, although the losses have been
reduced by 6% over the previous year. This is due to the increase in the emission factor (0.266 in 2015)
associated with the decline in renewable energy generation [coverage of demand with renewable goes from
42.8% in 2014 to 36.9% in 2015) and the significant increase of coal generation [registered an increase of
24% compared to 2014).

(4) The increase in emissions associated with electricity consumption is also related to the increase in the
emission factor value.
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GREENHOUSE GAS
EMISSIONS INTENSITY

(BH-EN18) 2013 2014 2015\
Emissions of SFg/SFg installed (%) (1) - - 0.37
Emissions from fleet vehicles (kg CO,/ km] (2) - - 0.27
Emissions [1y 2] /revenues [t COz/million euras) (3) 476 478 462
Emissions/revenues [t COp/million euros] (4) 46.16 48.76 20.78
Emissions/energy transparted [t CO,/GWh] (5) 3.29 3.51 3.39

(1) The emission rate is calculated based on emissions data calculated according to actual data
regarding leakage. No data from previous years are included as they are not comparable.

(2] All types of vehicles are included. The indicator litre/100 km is replaced by this new indicator
as it is considered more appropriate to reflect all types of fleet vehicles [biodiesel and liquefied
natural gas vehicles are included).

(3) Emissions Scope 1 and 2 (includes transmission grid losses).

(4) Emissions Scope 1 + electricity consumption emissions. REE considers it relevant to monitor
this indicator, without including transmission grid losses (since it is not possible to act
on them, as explained above). The reduction in the rate is due to the decrease of Scope 1
emissions associated with the change in methodology in calculating SFgemissions.

(5) Emissions Scope 1 and 2 (including transmission grid losses). The total energy transported
corresponds to the annual demand measured at power station busbars.

ree.es
REDUCTIONS OF
(G4-EN19)
Net savings tCOze
Saving of diesel due to efficiency measures in fleet vehicles, 20
CARS project (1)
Annual savings (2) tCO; efyear
Reduction in the Head Office via the implementation of energy efficiency 19
measures (insulation of piping and renovation of the external elements
of the fagade of the buildings)
Improvements to insulation and lighting systems at 3 wark centres 10
Renewal of display screens and PCs §)
Renovation of display screens and hardware in the control centres 14
Reduction in SFg emissions through the substitution of old equipment 277

for that with a lower leakage rate

(1) Net savings achieved compared to 2014.
(2) Reductions associated to the measures implemented in 2015.
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NON-HAZARDOUS
WASTE
(G4-EN23) ~ ~

2013 2014 2015 Waste management [2)
Septic tank sludge 1,311,240 1,380,716 1,087,310 Composting
Scrap metal not contaminated with 1,513,762 2,022,441 1,476,803 Recycling
hazardous substances
Inert waste 544,082 329,005 537,505 Recycling/Elimination landfill
Paper and cardboard 241,838 262,328 95,106 Recycling
Toner & printer ink (1) 22 14 8 Recycling
Wood 69,581 119,834 118,86 Recycling
Non-hazardous electrical and electronic waste 3,443 1415 291 Recycling
Plastics 4,957 12,014 15,483 Recycling/Elimination landfill
Glass 176 40 10 Recycling
Vegetable cooking oils 4,800 5,640 1160 Regeneration
Alkaline batteries/without mercury 33 40 51 Recycling
Total 3,694,034 4,133,487 3,333,766

(1) The management of toner and ink corresponds to the company that supplies and services the printers. Only
units purchased directly by Red Eléctrica are taken into account.

(2) Default Procedure for the contractors responsible for waste management.

Note: The data shown does not reflect data regarding waste vegetation. The greater part of this waste is

incorporated into the land or given to landowners, owing to the fact that it is the most adequate type of waste

management. Only waste which cannot be managed as indicated previously and that is actually delivered to

the waste management company is included. This information is not included as it is not considered relevant

and could lead to error.

~
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HAZARDOUS
WASTE
(G4-EN23) ~

2013 2014 2015 Waste management (3)
Used oil 287,967 315,235 172,389 Regeneration
Oil with PCBs (1) 137 160 0 Elimination
Oil/water mix 929,592 362,868 418,535 Regeneration /Elimination
Diesel/water mix 400 21 0 Valuation/Elimination
Transformers and equipment with PCBs (1) 10477 23,175 3,942 Valuation/Elimination
Hazardous electrical and electronic waste: 307,077 1,248,048 275,542 Valuation
equipment containing ail
Hazardous electrical and electronic waste: other 59,897 132,724 119,476 Valuation
Nickel/cadmium accumulators 112,035 73,102 33,352 Recycling
Lead batteries 15,062 2,131 661 Recycling
Soils impregnated with hydrocarbons 383,033 195,348 144,864 Elimination landfill
Containers that have contained hazardous substances 5,077 7,057 5,600 Recycling
Absorbent matter and other 47,057 3,964 2,770 Valuation/Elimination landfill
Silica gel and other inarganic chemical products 848 0 673 Elimination
Non-halogenated solvents 47 4 0 Regeneration /Elimination
Halogenated solvents 108 0 0 Regeneration /Elimination
Water-based cleaning liquids 0 39 0 Valuation
Paint waste 372 284 1,749 Valuation/Elimination
Insulation material (with or without asbestas) 1,244 1,154 291 Elimination landfill
Laboratory chemical products 354 344 951 Elimination
Gases in pressurised containers (2) 8,522 7,690 3191 Regeneration
Antifreeze cantaining hazardous substances 29 80 43 Regeneration /Elimination
Fluorescent lighting tubes 974 517 548 Recycling
Batteries 28 15 92 Valuation
Fuel oil and diesel 0 1,041 0 Valuation
Total 2,170,337 2,375,019 1,184,669

(1) Once the elimination/decontamination plan of transformers, equipment and oil with PCBs was completed in
2010, the amounts now generated are caused by the removal of old sealed equipment that is contaminated

at the end of its useful life.

(2) These wastes deal with used SFs gas that is out of specification. The treatment of this waste, consisting
of the regeneration of gas for reuse, takes place outside Spain. [G4-EN25] This means that 0.27% of total

hazardous waste has heen transported internationally.

(3) Default Procedure for the contractors responsible for waste management.

J
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.'.I;YPE OF WASTE
MANAGEMENT

(G4-EN23)

Non-hazardous Hazardous
Composting/Regeneration/Recycling 93.5 50.0
Valuation 0.0 338
Elimination (any other method] 6.5 16.2

NUMBER OF ENVIRONMENTAL
GRIEVANCES FILED

(G4-EN34) ~

2014 2015
Birdlife 0 0
Electromagnetic fields 1 1
Consumption/Energy efficiency 0 0
Environmental expenditure 0 0
Emissions/Climate change 0 0
Impact on the landscape 1 0
Facilities 0 0
General environmental information 0 0
Waste 2 0
Noise 0 1
Environmental management system 0 0
Vegetation 11 19
Total 15 21

Note. Environmental claims are handled through the DIGAME service. Claims are classified
according to type of attention (includes complaints, enquiries, suggestions, requests for
information and acknowledgements) or grievance. In 2015, 85 claims of an environmental nature
were handled, 21 of them were grievances (only grievances deemed applicable according to the
criteria established in the internal procedure are recorded]. All grievances submitted in 2015 have
been addressed and resolved in 2015. Additionally, two pending grievances filed in 2014 were
closed, whereby all grievances filed until December 2015 were dealt with and closed.

-
N\

reees £ D
200

.I...EAI(S
AND SPILLAGES

(G4-EN24)

Historical data regarding leaks 2013 2014
and spillages of chemical substances,
oils and fuels (1)

Construction activities 1 0

Maintenance activities 5

Leaks and spillages in 2015
of chemical substances,
oils and fuels (1) (2)
Construction 0 0 0 0 0
Maintenance (3) 0 4(3) 24 0 0

(1) Accidents of minor importance related to the breakage of hoses of the machinery used for construction,
or minor spillages of oil or fuel occurring during decanting and temporary storage.
(2) Classification of accidents depending on the severity on a scale of 1 to 5 (1 slight - 5 severe).

No spillage has been included to date in the financial statements of the organisation. The following

accidents were registered:

(3) Minor accidents: an accident caused due to a malfunction/breakdown of equipment, two as a result of
bad practices in maintenance work carried out by contractors and a leakage of 6,000 litres of oil from a
power transformer that flowed into the collection pit.

(4] Significant accidents: two cases caused by the breakage of the end section of a an overhead line at its
feed point to an underground line.

- Spillage of 120 litres of silicone oil. The land around the base of the tower and a private plot (concrete
paved area, garden, roof, vehicles and water tank] were affected. Actions were taken to clean-up the oil
and affected area, including excavation and management of oil-contaminated soil (56 tonnes managed).
Water tank was emptied, cleaned and refilled with water.

- Explosion that sprayed oil and which affected some 3,000 m?, affecting a corn plantation, a vegetable
garden and the safety corridor of the power line. Absorbent material was used to clean-up the oil and
affected area, all material and contaminated soil was removed, generating about 2,300 kg of waste.
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01 THE COMPANY 2011 2012 2013 2014 2015
N° of N° of N° of N° of N° of
Type of infringement cases Amount cases Amount cases Amount cases Amount cases Amount
02. STRATEGY o
Fire risk (1) 7 2,314 4 1,082 6 6,522 1 100 2 811
Unauthorised felling and pruning 3 2477 1 300 4% 1597+ 2% 2175* 1 100
: Felling, pruning and shrub-clearing without - - - -
OE A : preventive measures
i Fire due to line discharge 1 3,848 1 3,948 - - - -
Obstruction of waterway / Unauthorised works 2 3,100 - - 1 1,200 2*  3,600*
: in certain areas
04 NPPROACH | Activities with high probability of - - - - - - - -
soil contamination
Accumulation of biomass waste - - - - 1 100 - -
Fauna/wildlife in captivity without authorisation - - - - 1 100 - -
05. SUSTAINABLE :
ENERGY : Works in protected areas without autharisation - - - - - - - -
Works without autharisation 2 62,153 1 2,000 - -
: Opening up of a forest trail without autharisation 1 1,001* 1 2,000
06. CREATION Use of a helicopter in a critical birdlife area 1 1,000
OF VALUE . . . .
without authorisation
@ Total 13 31,138 8 67,483 14*  11,519* 6 6,876* 5 3,911
: (1) Fire risk due to the lack of maintenance of vegetation, or abandonment of material. \ -/
07. EMPLOYEES * Data updated in 2015 following the resolution of pending cases [one case opened in 2013 and three cases opened in 2014). Additionally in 2015 a case was closed related

to conducting works without authorisation what had been opened in 2010. The amount of the fine totalled 6,010 euros.
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ENVIRONMENTAL @
EXPENDITURE
(G4-EN31)

2013 2014 2015
Investments 2,752,119 2,651,609 3,856,802
Engineering and construction of facilities (1) 2,752,119 2,651,608 3,856,802
Expenditure 20,620,761 19,795,259 18,848,972
Development of methodologies and systems [2) 49,980 50,082 47,145
Environmental studies and analyses 167,746 125,502 201,743
Environmental actions in facilities in service 18,564,425 17,502,652 16,722,722
Contamination prevention (3) 1,547453 1,376,552 1,268,565
Protection of hiodiversity. Landscape (4) 16,039,821 14,914,991 14,593,765
Climate change (5) 277,067 494,335 408,725
Energy efficiency and savings in resources (6) 206,834 277,153 226,418
Waste reduction and management 433,250 439,622 225,250
Research and development 305,868 363,316 339,554
Training and communication 163,180 256,722 176,595
Environmental training and awareness 26,394 54,310 41,067
Communication (7) 136,785 202412 135,528
Environmental taxes and fees (8) 105,162 280,223 92,906
Cost of personnel invalved in enviranmental activities 1,264,401 1,216,762 1,268,307
Total 23,372,880 22,446,868 22,705,774

(1) Environmental impact studies carried out on all projects, application of preventive and corrective measures, environmental supervision at electricity
facilities under construction and application of environmental improvement measures.

(2) Certifications, audits, environmental consultancy.
(3) Adaptation of facilities, repair of equipment, analysis, etc.

(4] Fire prevention (inspection of facilities, felling, pruning and clearing of vegetation for the maintenance of the safety distances, projects related to the
prevention and fight against fires] line marking with bird-flight diverters, bird-nesting deterrents, management of nests, landscaping adaptation,

biodiversity conservation projects, etc.
(5] “Red Eléctrica Forest”, improvement of SFg management.

(6] Installation of meters, energy audits, activities for the improvement of energy efficiency.

(7) Affiliations, congresses, brochures and reports, stands at fairs, publicity in magazines, collaboration and sponsorships agreements.

(8) Data reported differ from those included in the 2014 Report, since there has been a change of criteria in the consideration of certain environmental taxes,

and have now been excluded from the three years.
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About
this Report

SUSTAINABILITY
CONTEXT

This corporate responsibility report
aims to provide transparent, reliable
and balanced information on the
economic, sacial and environmental
matters identified as the most
relevant for Red Eléctrica. Similarly,
this report also describes the annual
progress made by the Company
regarding corporate governance,
human rights, ethics and the fight
against corruption. (G4-28]

Red Eléctrica has published
this repart annually since 2002,

and since 2003 it has been
prepared according to the Global
Repaorting Initiative (GRI] model,
an international standard for the
drafting of sustainability reports.
(G4-29, G4-30)

For the drafting of this report, the
principles and contents defined

in the latest version of the GRI G4
guide have been followed for the
second cansecutive year. The repart
also includes additional applicable
information that is required in the
Electric Utilities Sector Supplement.
This version requires the company
to canduct a materiality analysis
that allows it to focus on those
issues of a social, environmental and
economic nature that are relevant to
the company’s business and which
influence the decisions of

its stakehalders.

SCOPE
(G4-22, G4-23)

Consequently, with the G4 guide, this
report focuses primarily on those
issues identified as relevantin the
materiality analysis conducted in
2014, whaose drafting process and
results are shown in the following
pages. Notewarthy is that the list
of relevant issues obtained from
the above analysis includes some
additional aspects specific to the
activity of Red Eléctrica, which
although not covered by the GRI,
are relevant to the sustainable
management of the Company. In
order to assess the evolution of
Red Eléctrica’s performance over
time, data from previous years

is provided.

reees € D
204

The content of this report is
supplemented with the following
information published by

Red Eléctrica:

- Corporate Governance Report and
the Consolidated Annual Accounts
Report of the Red Eléctrica Group,
which include the management
report of the businesses of
the Group.

- Enviranmental Repaort.

- Wide range of content an the
corporate website www.ree.es.


http://www.ree.es/en
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COVERAGE
(G4-17, G4-22)

This report includes complete
information regarding the
management approach, activities
and financial results of the main
activity of the Group: the electricity
business in Spain through Red
Eléctrica de Espafia, S.A.U. (REE]
which represents 93% of the Group’s
caonsolidated revenue. It was not
considered relevant to provide

detailed information by business
segment, or geographically of the
remaining activities that together
represent just 7% of consolidated
revenue.

However, all companies that

make up the Red Eléctrica Group
are subject to and comply with

the palicies, comprehensive risk
management, information on
corpaorate governance, the integrity
model, the consolidated economic
and financial data, as well as the tax
cantribution set out in this report.
The structure of the companies in
the Red Eléctrica Group are detailed
in the Consolidated Annual Accounts
Repart and on page 9 of this report.

In general, no other relevant
information has been reformulated
with regard to previous reports. It is
possible that data regarding previous
years may have been updated, in
which case said updating is indicated
in the corresponding section.

Thus, Red Electrica considers that
the Corparate Respansibility Repart
2015 was drawn up in accordance
with G4 Guidelines, encompassing it
within its 'comprehensive' level. To
check the reliability of information,
Red Eléctrica has submitted the
report to external verification by
PWC with a limited level of

Red Electrica drafts its Corporate Responsibility
Report in accordance with the latest version

of the Guide for the preparation of sustainability
reports Global Reporting Initiative, GRI G4 in its
comprehensive option.

assurance. As a result of the
verification process, an Independent
Review Report is drafted which
includes the objectives and scope
of the process as well as the
verification procedures used and
the conclusions reached.

<
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MATERIALITY IDENTIFICATION PROCES [64-18]

1 Identification

Internal
Ea prioritisation

and validation

External
validation

J  Eevaluation

Ll Analysis

of opportunities

Internal and external information sources of reference were analysed to identify trends, demands and requirements
in sustainability matters and those specific to the electricity sector. The preliminary list of relevant issues was obtained
as a result.[1)

The preliminary list of relevant issues was validated by an internal dialogue panel composed of a representative sample

of managers and experts of 14 management areas of the Company, chosen according to their relevance regarding sustainability.
Said panel was moderated by an external expert in the field of sustainability and dialogue with stakeholders. The prioritised
list of relevant issues, internally assessed and validated was obtained as a result.

In order to include the perspective of external stakeholders in the analysis, an external dialogue panel was assembled composed
of a representative sample of the different stakeholder groups and moderated by the same person as in the case of the internal
dialogue panel. The prioritised list of relevant issues, externally assessed and validated was obtained as a result. In addition,
several proposals were collected to enhance the appreciation of the actions regarding sustainability.

The results derived from the internal and external evaluation phases were assessed, this lead to a final list of 22 relevant issues
being obtained that were prioritised according to two variables: Influence on the success of the business and the importance
to the stakeholders of the Company.

Attainment of a relevant issues matrix (future trends) vs. maturity (degree of implementation) and identification
of opportunities. This phase was planned to be carried out during 2015. However, it has been considered more convenient to
carry out this phase coinciding with the revision and the update of the 2014-2016 multi-annual corporate responsibility plan.

w Sources Consulted

EXTERNAL

* Global Reporting Initiative: topics set out
in the G4 Guide, Electric Utility Supplement
and the Sustainability Topics for Sectors
document.

+ Energy trends: Planning of the electricity
and gas sectors 2008-2016, 2030
Framework for climate and energy

policies, Ten-Year Network Development
Plan 2014.

+ Concerns collected by external
international organisations of repute
in this field: sustainability agencies,
1S026000, European Directive on
non-financial information.

(_J

INTERNAL

* Concerns raised in public debates: National * Policies and commitments.

CSR Plan, Global C t. .
an, LiahalLompac * The Company’s Strategic Plan.

* Topics considered by peer companies.
P yp P * The Company’s corporate reports.

+ Analysis of the media.
vs! I + 2013 Materiality study performed within

the framework of the International
Integrated Reporting Council (IIRC).

* Concerns raised by stakeholders.

« 2011 Materiality study.
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@ : ® Covernance and Ethics ® Business @ Employees @ Society ® The Environment )
01. THE COMPANY L P rrr e PP

@® Ethics and transparency

®

® Commitment to society
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04. MANAGEMENT ® Climate change ® Financial strength and soundness ® Technological innovation
® Equal opportunities and diversity ;@ Dialogue with stakeholders i @ Quality and stable employment
¢ ® Integration of facilities into the :
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landscape

® Risk control

® Well-being, security and health
& safety

® Talent management
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RELEVANT
MATERIAL ASPECTS
(64-19, G4-20, G4-21) - mpact
Aspects Standard Disclosures INT EXT
Corporate governance practices Gavernance 64-34 to G4-44 / G4-49 to G4-55 v Vv
f |vers|tyand Equal Uppmumty ................................................... T U
Ethics and transparency Ethics and Integrity G4-56 to G4-58 v v
Antlcorruptlon ....................................................................... s / s / e U
Eomphance ........................................................................... s U
Risk control Governance G4-45 to G4-47 v v
StrategyandAnaIys|3 ............................................................... qu .................................................................................. ‘,‘,
; rgamzat T G Ve
L G VR
Respect for human rights Assessment Human Rights G4-HRY v Vv
.H umanR@htanevanceMeghamsms ........................................... GLIHR12 ............................................................................. ‘,‘,
Financial strength and soundness Economic Performance G4-EC1/ G4-EC3 / G4-ECH v v
Regulatory framework Aspect specific to Red Eléctrica. No GRI indicators. v
Technological innovation Sectarial management approach. v Vv
Responsible management of the supply chain Procurement Practices v

Supplier Human Rights Assessm

Supplier Enviranmental Assessment v
Quality and transparency in the management Ethics and Integrity v
of system operation
Grid planning, development Availability and Reliability EU10 v
and maintenance SystemEfﬂmency ................................................................... EUlE ......................................................................................... R
Accessm e|ect r | c|ty ................................................................. EUEB/ Eueg ................................................................................ o

(Continued on next page]
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MATERIAL
ASPECTS / Continuation

GRI Impact

Aspects Standard Disclosures INT EXT
Integration of renewable energies Aspect specific to Red Eléctrica. No GRI indicators. v
Energy efficiency and demand-side management Sectorial management approach. v
Efficient management of resources Aspect specific to Red Eléctrica. No GRI indicatars. v v
Quality and stable employment Employment G4-LA1 / G4-LA2 | G4-LA3 [ EU15 v

Labor/ManagementRelatmns ..................................................... GLILALI ................................................................................ ‘, ...........

i ab Dr , racnces Gr | Evance f e ch amsm S ......................................... GLILAlﬁ .............................................................................. S
Equal opportunities and diversity Diversity and Equal Opportunity G4-LA12 v

.E. qualRemuneratmnf urwomenandMen ....................................... GL||_A13 .............................................................................. ‘, ...........
Well-being, security and health & safety Employment EU17/EU18 v

.[.] ccupatm na| Health and Safety ................................................... GqLAS / : GqLAB/Gq |_A7 / . GqLAB ...........................................................
Talent management Training and Education G4-LA9 / G4-LA10 / G4-LA11 v
Commitment to society Local Communities 64-S01 v
Dialogue with stakeholders Stakeholder Engagement G4-24 to G4-27 v

.é r |evance MeChamsmstr Impactsunsomew ................................ GLIS[Jll ..................................................................................... ‘,
Integration of facilities into the landscape Local Communities 64-S01/ 64-S02 v

Comp“ance .......................................................................................................................................................................... ‘,

o pp e S

T S

T ety ...................................................................................................................................................... S
Climate change Energy v

Em|ss|0ns ............................................................................................................................................................................ S
Biodiversity Biodiversity G4-EN11 to GA-EN14 v
Waste and discharges Effluents and Waste G4-EN22 to G4-EN-26 v

%
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. Content Index

RED ELECTRICA
CORPORACION SA

GRI CONTENT INDEX FOR 'IN ACCORDANCE'- COMPREHENSIVE g
PART 1. GENERAL STANDARD DISCLOSURES

Apr 2016
Service

(64-32)

General Page Number External

Standard Link Assurance

Disclosures Direct answer Omissions (page) Description

STRATEGY AND ANALYSIS

AR S S o Statement from the Chaimen.
G4-2 38,40 - 23l Key impacts, risks and opportunities.
ORGANIZATIONAL PROFILE

64-3 9 - 231 Name of the arganization.

é q-q .................. 1[] ................................................................ e 2 31 .................. Pn mary brands pm du Cts and Se mces ................
.é 4_5 .................. RE d E|e Ctr | Da pa SEG Cnn de de .| DS Ga |ta nB S 177 ........ . 2 31 .................. ngatm n Of thB mg amzat anShBad qu arters ..........

Alcobendas (Madrid]- Spain.

64-11* 120 - 231 Employees covered by collective bargaining
Percentage of cantractors covered by collective agreements.
bargaining agreements is not available.
64-12 152 - 231 Organization’s supply chain.
64-13 12 - 231 Significant changes to the organization’s size,
structure, awnership, or its supply chain.
é R 36 . 163 .......................................................... I ; 31 .................. Preca ut | on ary appr oach ..................................
G Gy e by - |c e P rs ........
principles, or other initiatives.
G L LR gy MmeBl’ShlpS B

international advocacy arganizations.

(1) This index includes aspects and indicators from the Electric Utility Supplement in accordance with the publication ‘G4 Sector disclosures’ (Electric Utilities).
The symbol [*] indicates those indicators where sector-spaecific information is included. H
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GRI CONTENT INDEX FOR 'IN ACCORDANCE'- COMPREHENSIVE
PART 1. GENERAL STANDARD DISCLOSURES / Continuation

General Page Number External
Standard Link Assurance
Disclosures Direct answer Omissions (page) Description
ORGANIZATIONAL PROFILE / continuation
EU1* - Not applicable. All the activities of the Group are related to the 231 Installed capacity, broken down by primary energy
transmission of electricity and the operation of the electricity source and by regulatory regime.
systems, but nat to the generation of electricity.
Eue* - Not applicable. All the activities of the Group are related to the 231 Net energy output broken down by primary energy
transmission of electricity and the operation of the electricity source and by regulatory regime.
systems, but not to the generation of electricity.
EU3* 147 - 231 Number of residential, industrial, institutional and
commercial customer accounts.
Eu4* 71,73 - 231 Length of above and underground transmission
and distribution lines by regulatory regime.
EUS* - Not applicable. The rights regarding CO, Equivalent Emission 231 Allocation of CO; emissions allowances or equivalent,
Allowances do not apply to power transmission activities. broken down by carbon trading framework.
IDENTIFIED MATERIAL ASPECTS AND BOUNDARIES
64-17 9,205 - 231 Entities included in the organization’s consolidated
financial statements or equivalent documents.
G i T PRSP PR P TR PP TR b n|ngthe . eport B

(1) This index includes aspects and indicators from the Electric Utility Supplement in accordance with the publication ‘G4 Sector disclosures’ (Electric Utilities).

The symbol (*] indicates those indicators where sector-spaecific information is included.

Aspect Boundaries.
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GRI CONTENT INDEX FOR 'IN ACCORDANCE'- COMPREHENSIVE
PART 1. GENERAL STANDARD DISCLOSURES / Continuation

General Page Number External
Standard Link Assurance
Disclosures Direct answer Omissions (page) Description
STAKEHOLDER ENGAGEMENT
G4-24 B4 - 231 Stakeholder groups engaged by the arganization.
64-25 61,64 - 231 Basis for identification and selection of
stakeholders with whom to engage.
G4-26 62, 63 - 231 Approach to stakeholder engagement.
64-27 B2, 64, 65 - 231 Key topics and cancerns raised through
stakeholder engagement.
REPORT PROFILE
G4-28 204 - 231 Reporting period.
64-29 204 - 231 Date of most recent previous repart.
64-30 204 - 231 Reporting cycle.
64-31 Digame Service - 231 Contact point for questions regarding
WWW-ree-es the report or its contents.
digame@ree-es

Telephone: +34 91 728 62 15
Fax:+34 91650 4542

64-32 210 - 231 Index with respect ta the ‘in accardance’
option chosen.
64-33 231 - 231 External assurance far the report.
GOVERNANCE
G4-34 14,25, 32 - 231 Governance structure of the organization.
64-35 32 - 231 Delegating autharity fram the highest governance
bady to senior executives and other employees.
64-36 32 - 231 Executive-level positions with responsibility far

economic, social and environmental tapics.

(1) This index includes aspects and indicators from the Electric Utility Supplement in accordance with the publication ‘G4 Sector disclosures’ (Electric Utilities).
The symbol (*] indicates those indicators where sector-spaecific information is included. %
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GRI CONTENT INDEX FOR 'IN ACCORDANCE'- COMPREHENSIVE
PART 1. GENERAL STANDARD DISCLOSURES / Continuation

General Page Number External

Standard Link Assurance

Disclosures Direct answer Omissions (page) Description

GOVERNANCE / Continuation

64-37 32 - 231 Pracesses far consultation between stakehalders
and the Board of Directars.

G4-38 25,29 - 231 Composition of the highest governance body
and its committees.

64-39 29 - 231 State whether the chair of the highest governance
bady is also an executive officer and the reasans
for this arrangement.

64-40 33 - 231 Selection and namination of the members of the
highest governance bady.

G4-41 33 - 231 Processes for the highest governance body to
ensure conflicts are avoided.

G4-42 32 - 231 Roles of highest governance body and senior
executives in the development, approval and
updating of the organization’s vision, mission,
values, strategies, policies and goals.

64-43 34 - 231 Highest governance body’s knowledge of
economic, enviranmental and sacial tapics.

Gq-qq ................ 34 ................................................................ R 2 31 .................. H|qhestqovemance bodysperform S

GL|-45 ................ 374263 ........................................................ S 2 31 .................. G heh|ghest . gnvernancehodyto .........
supervise the identification and management of
economic, enviranmental and sacial performance,
as well as its role in the implementation of
due diligence processes and in stakeholder
consultations.

G4-46 37 - 231 Highest governance body’s role in reviewing the

efectiveness of the management of ecanomic,
environmental and social risks and opportunities.

(1) This index includes aspects and indicators from the Electric Utility Supplement in accordance with the publication ‘G4 Sector disclosures’ (Electric Utilities).
The symbol (*] indicates those indicators where sector-spaecific information is included. H
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GRI CONTENT INDEX FOR 'IN ACCORDANCE'- COMPREHENSIVE
PART 1. GENERAL STANDARD DISCLOSURES / Continuation

General Page Number External

Standard Link Assurance

Disclosures Direct answer Omissions (page) Description

GOVERNANCE / Continuation

G4-47 37 - 231 Frequency of the highest governance body’s
review of economic, enviranmental and social
impacts, risks and opportunities.

G4-48 The Corporate Responsibility Report is - 231 Highest body that reviews and approves

submitted for approval ta the Appointments the report.
and Remuneration Committee, which is the

competent authority regarding corporate

responsibility matters.

G4-49 32 - 231 Process for communicating critical concerns to
the highest governance body.

64-50 32,33 - 231 Critical concerns communicated to the highest
governance body.

64-51 34 - 231 Remuneration policies for the highest governance
body and seniar executives, as well as the
relationship to economic, environmental and
social performance.

64-52 34 - 231 Process for determining remuneration of the
highest governance bady and seniar executives,
stating whether independent consultants
are involved.

G4-53 34 - 231 Report how stakeholders’ views are saught and

taken into account regarding remuneration.

(1) This index includes aspects and indicators from the Electric Utility Supplement in accordance with the publication ‘G4 Sector disclosures’ (Electric Utilities).

The symbol (*] indicates those indicators where sector-spaecific information is included.
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PART 1. GENERAL STANDARD DISCLOSURES / Continuation

General Page Number External
Standard Link Assurance
Disclosures Direct answer Omissions (page)

215

Description

GOVERNANCE / Continuation

64-54 The ratio between the highest paid person in the - 231
organization (Chairman) (2) and the median total
remuneration for all employees (3) (excluding the
Chairman) was 10.7 times.

G4-55 Percentage increase in the remuneration of the - 231
Chairman (2015/2014) (4): (-5,2%) / Percentage
increase in annual tatal remuneration for all
employees (2015/2014] (s) (4.5%).

Ratio of the annual total compensatian for the
organization’s highest-paid individual in each
country of significant aperations ta the median
annual total compensation for all employees.

Ratio of percentage increase in annual total
compensation for the organization’s highest-paid
individual in each country of significant operations
to the median percentage increase in annual total
compensation for all employees.

ETHICS AND INTEGRITY

G4-56 46 - 231 Organization’s values, principles, standards and
norms of behavior such as codes of conduct
and codes of ethics.

R R LIB s L TR B forseeklng ........
advice on ethical and lawful behavior.

Gy [ LR TR T

(1) This index includes aspects and indicators from the Electric Utility Supplement in accordance with the publication ‘G4 Sector disclosures’ (Electric Utilities).
The symbol (*] indicates those indicators where sector-spaecific information is included.

(2) Total remuneration accrued by the Chairman: 707,000 euros. It includes both fixed and variable remuneration corresponding to the role as the Company's
Chief Executive and the fixed remuneration for being a member of the board of directors. Information available in note 22 of the ‘Red Electrica Corporacion SA
and Subsidiaries’ Consolidated Annual Accounts Report and in the Annual Corporate Governance Report.

(3) Average total remuneration of staff: 65.893 euros [personnel costs excluding social security expenses). Information available in note 20-c of the ‘Red Electrica
Corporacion SA and Subsidiaries’ Consolidated Annual Accounts Report.

(4] Total remuneration accrued by the Chairman: 707,000 euros (2015) and 746,000 (2014). Details in note 22 of the ‘Red Electrica Corporacion SA and
Subsidiaries’ Consolidated Annual Accounts Report.

(5) Average total remuneration of staff: 65,893 euros (2015) and 63,056 euros [2014). Details in note 20-c of the ‘Red Electrica Corporacion SA and Subsidiaries’

whistleblowing.

Consolidated Annual Accounts Report. (
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GRICONTENT INDEX FOR 'IN ACCORDANCE'- COMPREHENSIVE i
PART 2. SPECIFIC STANDARD DISCLOSURES

Page Number External
DMA and Link Assurance
Indicators Direct answer Omissions (page) Description
CATEGORY: ECONOMIC

Material aspect: Economic performance

G4-DMA 90 - 231 Disclosures an management approach.
G4-ECL 91 - 231 Direct economic value generated and distributed.
G4-EC2 43,183 - 231 Financial implications and ather risks and
opportunities for the organization’s activities
due to climate change.
G4-EC3 Consolidated Annual Accounts Repart 2015 - 231 Caverage of the organization's defined benefit
Page 34, Note 4-L plan obligations.
G4-ECH 27,91 - 231 Financial assistance received from government.

Material aspect: Procurement Practices

Disclosures on management approach.

Proportion of spending on local suppliers at
significant locations of operation.

Disclosures on management approach.

Planned capacity against projected electricity
demand over the long term, broken down by
energy source and regulatory regime.

Disclosures on management approach.

(1) This index includes aspects and indicators from the Electric Utility Supplement in accordance with the publication ‘G4 Sector disclosures’ (Electric Utilities).
The symbol (*] indicates those indicators where sector-spaecific information is included. %
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GRI CONTENT INDEX FOR 'IN ACCORDANCE'- COMPREHENSIVE
PART 2. SPECIFIC STANDARD DISCLOSURES / Continuation

Page Number External

DMA and Link Assurance

Indicators Direct answer Omissions (page) Description

Material aspect of the electric utility sector: Research and Development

G4-DMA* 86 - 231 Disclosures on management approach.

Material aspect of the electric utility sector: Plant Decommissioning

GY-DMA* - Not applicable. The activities of the Group are related to the 231 Disclosures on management approach.
transmission of electricity and the operation of theelectricity
systems, but not to the generation of electricity.

Material aspect of the electric utility sector: System Efficiency

G4-DMA 77 - 231 Disclosures on management approach.

EU11* - Not applicable. The activities of the Group are related to the 231 Everage generation efficiency of thermal plants by
transmission of electricity and the operation of theelectricity energy source and regulatory regime.
systems, but nat to the generation of electricity.

EuLe* 77 - 23l Transmission and distribution losses as a

percentage of tatal energy.

CATEGORY: ENVIRONMENTAL

Material aspect: Energy

G4-DMA 181 - 231 Disclosures on management approach.

G4-EN3 191,192 - 231 Energy consumption within the organization.

G4-ENY 192 - 231 Energy consumption outside of the organization.

G4-ENS 192 - 231 Energy intensity.

G4-ENB 192,193 - 231 Reduction of energy consumption.

G4-EN7 - Not applicable. Red Eléctrica, as system operator, 231 Reductions in energy requirements of products

perfarms various initiatives on demand management

to improve energy efficiency of the electricity system as a
whole, but it does not produce or market products nor
services, whereby it is not passible to quantify the energy
reductions that may result from them.

and services.

(1) This index includes aspects and indicators from the Electric Utility Supplement in accordance with the publication ‘G4 Sector disclosures’ (Electric Utilities).

The symbol (*] indicates those indicators where sector-spaecific information is included.
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GRI CONTENT INDEX FOR 'IN ACCORDANCE'- COMPREHENSIVE
PART 2. SPECIFIC STANDARD DISCLOSURES / Continuation

Page Number External
DMA and Link Assurance
Indicators Direct answer Omissions (page) Description
Material aspect: Water (2)
G4-DMA Note 2 - 231 Disclosures on management approach.
G4-ENB* - Not applicable to the sectarial aspect. Red Eléctrica does not have 231 Total water withdrawal by source.
electricity generation.
G4-ENS - Not applicable. The water consumed is obtained from authorised 231 Water sources significantly affected by
water withdrawal points (municipal mains and wells) ar from cisterns. withdrawal of water.
Therefare, no direct effect exists on ecosystems.
G4-EN10 193 - 231 Percentage and total volume of water recycled
and reused.
Material aspect: Biodiversity
BH-DMAT DT eeeeeeeereeeeere e seneen. SO O O ROSU O USURSOOTRTON a3l ] Disclosures on management approach.
G4-EN11 193 - 231 Operational sites owned, leased, managed
in, or adjacent to, protected areas and
areas of high biodiversity value outside
protected areas.
.é q_ EN12* ........... 174 175 194 ................................................... SR 2 31 .................. Descnptmn 0f5|gn|f . mp i
products, and services on biodiversity in
protected areas and areas of high biodiversity
value outside protected areas.
é 4-EN13 ............. 179 ............................................................... LR 2 31 .................. Habltatspmtectedorrestnred ..........................
G4-EN14 179,194,195 - 231 Total number of IUCN Red List species and

national conservation list species with hahitats
in areas affected by operations, by level of
extinction risk.

(1) This index includes aspects and indicators from the Electric Utility Supplement in accordance with the publication ‘G4 Sector disclosures’ (Electric Utilities).
The symbol (*] indicates those indicators where sector-spaecific information is included.
(2] Although water has not been a material issue in the materiality study conducted by the Company, Red Eléctrica has decided to include it and verify it as it

is a matter demanded by some sustainability indexes.
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Material aspect: Biodiversity / Continuation

EU13* - The comparison of the offset habitat with the affected area is not 231 Biodiversity of offset hahitats compared to the
applicable, as the effects on the original habitat are minimal. "Thanks biodiversity of the affected areas.
to the preventive and corrective measures implemented, Red Eléctrica
facilities do not entail a loss of biodiversity that is significant enough
S0 as to require the establishment of offset areas. The impacts
generated are one-off situations, having established in some cases
very specific offsetting measures such as planting woodland or the
. . - restoration of habitats."
Material aspect: Emissions
G4-DMA 184 - 231 Disclosures on management approach.
G4-EN15* 196 - 231 Direct greenhouse gas (GHG) emissions
(Scope 1].
G4-EN16* 196 - 231 Energy indirect greenhouse gas (GHG) emissions
(Scope 2).
G4-EN17 196 - 231 Other indirect greenhouse gas [GHG) emissions
[Scope 3).
G4-EN18 197 - 231 Greenhouse gas [GHG) emissions intensity.
G4-EN19 197 - 231 Reduction of greenhouse gas (GHG) emissions.
G4-END - Not applicable. These can be considered to be irrelevant, with the exception 231 Emissions of ozone-depleting substances (0DS).
of those associated with the use of air conditioning systems containing R22.
Losses are minimal owing to the fact that they undergo adequate maintenance.
Equipment with R22 has been replaced. There's only 168.1 kg of gas R22 left in
operating equipment, howerver this will be progressively replaced. Additionally,
230.1 kg of gas remain in machines that are no longer in service.
G4-EN21* - Not applicable. The activities of the Company do not give rise to these 231 NOX, SOX, and other significant air emissions.

(1) This index includes aspects and indicators from the Electric Utility Supplement in accordance with the publication ‘G4 Sector disclosures’ (Electric Utilities).
The symbol [*] indicates those indicators where sector-spaecific information is included.

emissions as they do not invalve the burning of fossil fuels - REE does not
generate electricity - except for fuel used in vehicles and diesel generatar
sets and whose emissions are not cansidered relevant under this aspect.
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GRI CONTENT INDEX FOR 'IN ACCORDANCE'- COMPREHENSIVE
PART 2. SPECIFIC STANDARD DISCLOSURES / Continuation

Page Number External
DMA and Link Assurance
Indicators Direct answer Omissions (page) Description

Material aspect: Effluents and Waste

G4-DMA* 189 - 231 Disclosures on management approach.
G4-EN22* - Not applicable. The activities of the Company do not give rise to 231 Total water discharge by quality and destination.
these discharges. Rainwater discharges only accur in substations.
G4-EN23* 198,198, 200 - 231 Total weight of waste by type and disposal method.
G4-EN24 200 - 231 Total number and volume of significant spills.
G4-EN25 199 - 231 Weight of transported, imported, exported, or
treated waste deemed hazardous under the terms
of the Basel Convention2 Annex |, I, 11, and VIII,
and percentage of transported waste shipped
internationally.
G4-EN2B - Not applicable. Rainwater discharges from substations 231 Identity, size, protected status, and biodiversity
(which is the only water dumping associated with the activities value of water bodies and related habitats
of REE that takes place] do nat affect water resources nor the significantly affected by the organization’s
associated habitats. discharges of water and runoff.
Material aspect: Compliance
G4-DMA 163 - 231 Disclosures an management approach.

G4-EN29 201 - 231 Monetary value of significant fines and total
number of non-manetary sanctions for
non-compliance with environmental laws
and regulations.

Material aspect: Overall

G4-DMA 163 - 231 Disclosures an management approach.

G4-EN31 202 - 231 Total environmental protection expenditures

and investments by type.

(1) This index includes aspects and indicators from the Electric Utility Supplement in accordance with the publication ‘G4 Sector disclosures’ (Electric Utilities).

The symbol [*] indicates those indicators where sector-spaecific information is included.
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GRI CONTENT INDEX FOR 'IN ACCORDANCE'- COMPREHENSIVE
PART 2. SPECIFIC STANDARD DISCLOSURES / Continuation

Page Number External
DMA and Link Assurance
Indicators Direct answer Omissions (page) Description

Material aspect: Supplier Environmental Assessment

G4-DMA 156, 164 - 231 Disclosures on management approach.

G4-EN32 156 - 231 Percentage of new suppliers that were screened
using environmental criteria.

G4-EN33 155,157,164 - 231 Significant actual and potential negative

environmental impacts in the supply chain and
actions taken.

Material aspect: Environmental Grievance Mechanisms

G4-DMA 62 - 231 Disclosures an management approach.
G4-EN34 62,200 - 231 Number of grievances about environmental
impacts filed, addressed, and resolved through
formal grievance mechanism.
CATEGORY: SOCIAL

LABOR PRACTICES AND DECENT WORK
Material aspect: Employment

G4-DMA* 98 - 231 Disclosures an management approach.

G4-LAL* 99,121,122 - 231 Total number and rates of new employee hires
and employee turnaver by age group, gender,
and region.

GU-LAZ 119 - 231 Benefits provided to full-time employees that are
not provided to temporary or part-time employees,
by significant locations of operation.

G4U-LA3 122 231 Return to work and retention rates after parental

- leave, by gender..

(1) This index includes aspects and indicators from the Electric Utility Supplement in accordance with the publication ‘G4 Sector disclosures’ (Electric Utilities).
The symbol (*] indicates those indicators where sector-spaecific information is included. %
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GRI CONTENT INDEX FOR 'IN ACCORDANCE'- COMPREHENSIVE
PART 2. SPECIFIC STANDARD DISCLOSURES / Continuation

Page Number External
DMA and Link Assurance
Indicators Direct answer Omissions (page) Description

Material aspect: Employment / Continuation

EU15* 112,127 - 231 Percentage of employees eligible ta retire in the
next 5 and 10 years broken down by job categary

and by region.

Days worked by contractor and subcantractar
employees that participate in construction,
operation and maintenance activities.

Eu18* 116,117 - 231 Percentage of contractor and subcontractor
employees that have undergane relevant health
and safety training.

Material aspect: Labor/Management Relations

Disclosures on management approach.

Minimum natice periods regarding operational
changes, including whether these are specified in
collective agreements.

Disclosures on management approach.

Percentage of total warkfarce represented in
formal joint management-worker health and
safety committees that help monitor and advice
on occupational health and safety programs.

Type of injury and rates of injury, occupational
diseases, lost days, and absenteeism, and total
number of work related fatalities, by region and
by gender.

Workers with high incidence or high risk of
diseases related to their occupation.

Health and safety tapics covered in farmal
agreements with trade unions.

(1) This index includes aspects and indicators from the Electric Utility Supplement in accordance with the publication ‘G4 Sector disclosures’ (Electric Utilities).
The symbol (*] indicates those indicators where sector-spaecific information is included. H
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GRI CONTENT INDEX FOR 'IN ACCORDANCE'- COMPREHENSIVE
PART 2. SPECIFIC STANDARD DISCLOSURES / Continuation

Page Number External
DMA and Link Assurance
Indicators Direct answer Omissions (page) Description

Material aspect: Training and Education

G4-DMA 105 - 231 Disclosures on management approach.
G4-LAS 97,107,109, 117,124 - 231 Average hours of training per year per employee
by gender, and by employee category.
G4-LA10 97,105,109 231 Pragrams far skills management and lifelong
- learning that support the continued employability

of employees and assist them in managing
career endings.

G4-LALL 108,125 231 Percentage of employees receiving regular
- performance and career development reviews,
by gender and by emplayee category.

Material aspect: Diversity and Equal Opportunity

G4-DMA 101 - 231 Disclosures an management approac.

G4-LA12 99,125,126 - 231 Composition of governance bodies and
breakdown of employees per employee category
according to gender, age group, minarity group
membership, and other indicators of diversity.

Material aspect: Equal Remuneration for Women and Men

G4-DMA 102 - 231 Disclosures on management approach.

G4-LA13 127 - 231 Ratio of basic salary and remuneration of women
to men by employee categary, by significant
locations of operation.

Material aspect: Supplier Assessment for Labor Practices

G4-DMA 156 - 231 Disclosures an management approach.

(1) This index includes aspects and indicators from the Electric Utility Supplement in accordance with the publication ‘G4 Sector disclosures’ (Electric Utilities).
The symbol (*] indicates those indicators where sector-spaecific information is included. H
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GRI CONTENT INDEX FOR 'IN ACCORDANCE'- COMPREHENSIVE
PART 2. SPECIFIC STANDARD DISCLOSURES / Continuation

Page Number External
DMA and Link Assurance
Indicators Direct answer Omissions (page) Description
Material aspect: Supplier Assessment for Labor Practices / Continuation
GA-LA14 156 - 231 Percentage of new suppliers that
were screened using labar practices
criteria.
G4-LA1S 155,157 - 231 Significant actual and potential
negative impacts for labor practices in
the supply chain and actions taken.
Material aspect: Labor Practices Grievance Mechanisms
G4-DMA 47,112 - 231 Disclosures on management approach.
G4-LA16 47 - 231 Number of grievances about labar practices
In 2015, 2 grievances, currently pending resolution, filed, addressed, and resolved through formal
were submitted and addressed. During 2015, grievance mechanisms.
16 grievances outstanding from previous years,
were resolved.
HUMAN RIGHTS
Material aspect: Assessment
G4-DMA 30 - 231 Disclosures an management approach.
G4-HRS ol - 231 Total number and percentage of operations that
have been subject to human rights reviews ar
impact assessments.
Material aspect: Supplier Human Rights Assessment
G4-DMA 47,152 - 231 Disclosures on management approach.
G4-HR10 156 - 231 Percentage of new suppliers that were screened
using human rights criteria.
G4-HR11 155,157 - 231 Significant actual and potential negative

(1) This index includes aspects and indicators from the Electric Utility Supplement in accordance with the publication ‘G4 Sector disclosures’ (Electric Utilities).

The symbol (*] indicates those indicators where sector-spaecific information is included.

human rights impacts in the supply chain and
actions taken.
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GRI CONTENT INDEX FOR 'IN ACCORDANCE'- COMPREHENSIVE
PART 2. SPECIFIC STANDARD DISCLOSURES / Continuation

Page Number External
DMA and Link Assurance
Indicators Direct answer Omissions (page) Description
Material aspect: Human Rights Grievance Mechanisms
G4-DMA 47 - 231 Disclosures an management approach.
B4-HR12 No human rights grievances were submitted through - a3l Number of grievances about human rights
formal mechanisms, nor addressed or revolved impacts flled, addressed, _and resolved through
on this period. (quitar ‘human rights grievances formal grievance mechanisms.
mechanisms'] human rights grievance mechanisms.
SOCIETY
Material aspect: Local Communities
G4-DMA* 131,165 - 231 Disclosures an management approach.
64-S01 131,166 - 231 Percentage of operations with implemented local
community engagement, impact assessments,
and development programs.
64-S02 167 - 231 Operations with significant actual or potential
negative impacts on local communities.
Eu22* - Not applicable. Red Eléctrica facilities do not produce any 231 Number of peaple physically or economically
form of displacement. displaced and compensation, broken down by
type of project.
Material aspect of the electric utility sector: Disaster/ Emergency Planning and Response
G4-DMA 76 - 231 Disclosures an management approach.
Material aspect: Anti-corruption
G4-DMA 49 - 231 Disclosures on management approach.
64-S03 30 - 231 Total number and percentage of operations

assessed for risks related to corruption and the
significant risks identified.

(1) This index includes aspects and indicators from the Electric Utility Supplement in accordance with the publication ‘G4 Sector disclosures’ (Electric Utilities).

The symbol (*] indicates those indicators where sector-spaecific information is included.
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GRI CONTENT INDEX FOR 'IN ACCORDANCE'- COMPREHENSIVE
PART 2. SPECIFIC STANDARD DISCLOSURES / Continuation

Page Number External
DMA and Link Assurance
Indicators Direct answer Omissions (page) Description

Material aspect: Anti-corruption / Continuation

64-S04 47,49 - 231 Communication and training an anti-corruption
policies and procedures.
64-S05 48,50 - 231 Confirmed incidents of corruption and

actions taken.

Material aspect: Compliance

Disclosures on management approach.

64-S08 0On 8 October, 2015 a sanctioning resolution was - 231 Maonetary valug of significant fines and total
issued by the National Markets and Competition number of non-monetary sanctions for
Commission which resolved to impose a fine of non-compliance with laws and regulations.
£300,000 on Red Eléctrica de Espafia for an alleged
infringement of Article 61.2.9 of Law 54/1997, of
27 November, of the Spanish Electricity Sectar, as
a result of the construction of a power substation
in the municipality of Torrejdn de Velasca (Madrid)
without administrative autharisation.

Red Eléctrica de Espafia considers that no such
infringement has been committed, and as such,
has filed an administrative appeal with the
Administrative Appeals Chamber of the National
High Court against said administrative action;
said appeal is currently being processed’.

Material aspect: Supplier Assessment for Impacts on Society

Disclosures on management approach.

Percentage of new suppliers that were screened
using criteria for impacts on society.

(1) This index includes aspects and indicators from the Electric Utility Supplement in accordance with the publication ‘G4 Sector disclosures’ (Electric Utilities).
The symbol (*] indicates those indicators where sector-spaecific information is included. H
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01. THE COMPANY

Page Number External
DMA and Link Assurance
Indicators Direct answer Omissions (page) Description
Oz STRATECY Material aspect: Supplier Assessment for Impacts on Society / Continuation
: 64-S010 155,157 - 231 Significant actual and potential negative
impacts on society in the supply chain and
actions taken.

03. CORPORATE
GOVERNANCE

Material aspect: Grievance Mechanisms for Impacts on Society

Al

Disclosures on management approach.

04. XSPNR%GAEEmENT G4-S011 47,62 - 231 Number of grievances about impacts on society
: filed, addressed, and resolved through formal
grievance mechanisms.
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05. SUSTAINABLE PRODUCT RESPONSIBILITY

Material aspect: Customer Health and Safety
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231 Disclosures on management approach.
06. CREATION

OF VALUE G4-PR1 170,171 - 231 Percentage of significant product and service
: categories for which health and safety impacts
are assessed for impravement.

Total number of incidents of non-compliance
with regulations and voluntary codes concerning
the health and safety impacts of products

and services during their life cycle, by type
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of outcomes.
EURS* No fatal injuries nor casualties involving - 231 Number of injuries and fatalities to the public
Company assets have occurred among citizens. involving company assets, including legal

judgments, settlements, and pending legal
cases of diseases.
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(1) This index includes aspects and indicators from the Electric Utility Supplement in accordance with the publication ‘G4 Sector disclosures’ (Electric Utilities).
The symbol (*] indicates those indicators where sector-spaecific information is included. %
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GRI CONTENT INDEX FOR 'IN ACCORDANCE'- COMPREHENSIVE
PART 2. SPECIFIC STANDARD DISCLOSURES / Continuation

Page Number External
DMA and Link Assurance
Indicators Direct answer Omissions (page) Description
Material aspect of the electric utility sector: Access
G4-DMA* 68 - 231 Disclosures on management approach.
EU26* - Not applicable. Red Eléctrica, as high voltage transmission agent, 231 Percentage of population unserved in licensed
does nat reach the final consumer. distribution or service areas.
EUR7* - Not applicable. "Red Eléctrica does not carry out distribution 231 Number of residential disconnections for
activity, only high valtage transmission. The quality indicatars of nan-payment, broken down by duration of
the transmission activity are shown in the following link. disconnection and by regulatory regime.
e L R S b outage . Equ - Cy ..................................
EU29* 76 - 231 Average power outage duration.
EU30* - Not applicable. All the activities of the Group are related to the 231 Average plant availability factor by energy source
transmission of electricity and the operation of the electricity and by regulatory regime.
systems, but nat to the generation of electricity.
Material aspect: Compliance
G4-DMA 46 - 231 Disclosures on management approach.
G4-PRY No significant fines were imposed on the - 231 Maonetary value of significant fines for
Company due to non-compliance of the rules non-compliance with laws and regulations
that regulate the provision of the power supply concerning the provision and use of praducts
and the use of products and services. and services.
Material aspect of the electric utility sector: Provision of Information
G4-DMA* - Not applicable. Red Eléctrica, as high voltage transmission agent, 231 Disclosures on management approach.

does not reach the final consumer.

(1) This index includes aspects and indicators from the Electric Utility Supplement in accordance with the publication ‘G4 Sector disclosures’ (Electric Utilities).

The symbol [*] indicates those indicators where sector-spaecific information is included.
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Commitment to the
United Nations initiatives on sustainability

OBJECTIVES OF
SUSTAINABLE DEVELOPMENT

The 2030 Agenda of the United
Nations, approved in September
2015, establishes at a global level
the lines of sustainable development
over the next fifteen years and, as a
new initiative, involves businesses
and the private sector in order to
make this ambitious international
agreement a success.

The United Nations has defined

17 objectives, broken down into

169 goals, to transform the world
from now until 2030. It also invites
the business sector, through local
Global Compact networks, to commit
to and be a protagonist of this
transformation, developing corparate
sustainability strategies which

promote inclusive economic growth,
progress and equal oppartunities and
environmental protection.

Red Eléctrica, as the operator and
sale transmission agent of the
Spanish electricity system, is aware
of its key position in the energy
sectar and, as a company committed
to sustainability, actively collaborates
in the development of a sustainable
energy future. The Company
structures its commitments in

this area through its Corporate
Responsibility Plan.

Many of the commitments made

by Red Eléctrica in this plan
cantribute to the achievement

of the Sustainable Development
Goals. Thus, the Company actively
warks in the fields of energy and the
modernisation of infrastructure and
technology, impacting on objectives
7,9 and 13. In addition, it is openly
committed to actions, such as

(_)

transparency and good governance,
biodiversity protection, ar equal
opportunities and the wark-life
balance, among others, which are
aligned to a greater or lesser
extent with other Sustainable
Development Goals.

GLOBAL COMPACT

Red Eléctrica complies with the
United Nations Global Compact,
supparting through its activities the
cansolidation of this international
project, considering it a great
value propasition far the defence
of fundamental human rights,
environmental protection, support
for social development, respect faor
labour regulations and the fight
against corruption.

APOYAMOS
EL PACTO GLOBAL

Red Electrica de Espafia, founding
member of the Spanish Network of
the UN Global Compact, annually
presents a Progress Repart, where
the main activities undertaken in
relation to the Ten Principles are set
out. This information is available on
the website of the Spanish Netwark
of the UN Global Compact
www.pactomundial.org and on

the website of the Global Compact
www.unglobalcompact.org.



http://www.pactomundial.org/
https://www.unglobalcompact.org/
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In 2011, the Global Compact
introduced the Differentiation
Programme, aimed at categorising
the Progress Reparts of the
participating companies according
to the degree of implementation
of the Ten Principles, on the ane
hand and, on the other, the level
of transparency. The Report of
Red Eléctrica de Espafia has, from
the outset of the programme,
qualified for the ‘Global Compact

GLOBAL COMPACT

ASPECTS AND PRINCIPLES

Human Rights

Advanced Level’, which is granted to
campanies that have implemented
and communicated best practices
related to the integration of the Ten
Principles into their management
practices.

Red Electrica de Espafia actively
collaborated with the Spanish
Network of the UN Global
Compact in 2015 through its
participation in the Warking Group

an Human Rights and Business,
aimed at designing a practical toal
to facilitate the implementation

of the Guiding Principles into the
Spanish business fabric. In addition,
a good practice of the Company
[social audits of suppliers] was
selected as teaching materials for
the course on Respaonsible supply
chain management given by the
Spanish Netwark.

ree.es

1. Businesses should support and respect the protection of internationally proclaimed human rights within their scope of influence.

2. Businesses should ensure that their companies are not complicit in human rights abuses.

Labour Rights

3. Businesses should uphold the freedom of association and the effective recognition of the right to collective bargaining.

4. Businesses should ensure the elimination of all forms of forced and compulsory labour.

5. Businesses should support the effective abalition of child labour.

B. Businesses should support the elimination of discrimination in respect of employment and occupation.

Environment

7. Businesses should support a precautionary approach to enviranmental challenges.

8. Businesses should undertake initiatives to promote greater enviranmental responsibility.

9. Businesses should encourage the development and dissemination of environmentally friendly technologies.

Anti-corruption

10. Businesses should work against corruption in all its forms, including extortion and bribery.

< >
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REPORT ON
INDEPENDENT REVIEW (64-33)
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Free translation from the original in Spanish, in the event of a discrepancy, the Spanish language version prevails.

REPORT ON INDEPENDENT LIMITED ASSURANCE
OF CORPORATE RESPONSIBILITY INDICATORS

To the Management of Red Eléctrica Corporacion, S.A.:

We have carried out a limited assurance engagement on the Corporate Responsibility indicators
(hereinafter referred to as the “CR indicators”) contained in “G4 GRI Index” Appendix of the 2015
Corporate Responsibility Report of Red Eléctrica Corporacion, S.A. (hereinafter “REC”) for the
financial year ending 315t December 2015, prepared in accordance with the general basic content
proposed in the “Guidelines for the Preparation of Sustainability Reports” of the Global Reporting
Initiative (GRI) version 4 (G4) (hereinafter referred to as “G4 GRI Guidelines”) and the Electric
Utilities Sector Supplement.

Responsibility of REC’s Management

REC’s Management is responsible for the preparation, contents and presentation of the Corporate
Responsibility Report in accordance with the Comprehensive option of the G4 GRI Guidelines and the
Electric Utilities Sector Supplement. Management’s responsibility includes establishing, implementing
and maintaining the internal controls required to ensure that the CR indicators are free from any
material misstatement due to fraud or error.

finine imol

REC’s Management is also responsible for d ing, adapting and maintaining the
management systems from which the information required to prepare the CR indicators, is obtained.

Our responsibility

Our responsibility is to issue a limited assurance report based on the procedures that we have carried
out and the evidence obtained. Our limited assurance engagement was done in accordance with the
International Standard on Assurance E 3000 (Reviewed) “Assurance Engagements Other
than Audits or Reviews of Historical Financial Information” issued by the International Auditing and
Assurance Standards Board (IAASB) of the International Federation of Accountants (IFAC).

The scope of a limited assurance engagement is substantially less extensive than that of a reasonable
assurance engagement and thus, less security is provided.

The procedures that we have carried out are based on our professional judgment and have included
consultations, observation of processes, document inspection, analytical procedures and random
sampling tests. The general procedures employed are described below:

e Meetings with REC’s personnel from various departments who have been involved in the
preparation of the 2015 Corporate Responsibility Report.

o Analysis of the procedures used for obtaining and validating the data presented in the CR
indicators.

o Analysis of REC’s CR indicators adaptation to the requirements established by the G4 GRI
Guidelines for the preparation of reports and to the Electric Utilities Sector Supplement.

o Verification, through random sampling tests revisions, internal control tests and substantive tests
on the information used to determine REC’s CR indicators. We have also verified whether they have
been appropriately compiled from the data provided by REC’s sources of information.

| PricewaterhouseCoopers Auditores, S.L., Torre PwC, P° de la Castellana 259 B, 28046 Madrid, Espaiia

Tel.: +34 915 684 400 / +34 902 021 111, Fax: +34 913 083 566, www.pwc.com/es 1

R. M. Madrid, hoja 87.250-1, folio 75, tomo 9.267, libro 8.054, seccion 3*
Inscrita en el R.O.A.C. con el nimero S0242 - CIF: B-79 031290

|

pwe

Our Independence and Quality Control

We have fulfilled our work in accordance with the independence requirements and other ethical
requirements of the Code of Ethics for Professional Accountants of the International Ethics Standards
Board for Accountants (IESBA), which are based on basic principles of integrity, objectivity,
professional competence and diligence, confidentiality and professional conduct.

Our firm applies the International Standard on Quality Control 1 (ISQC 1) and thus employs an
exhaustive quality control system which includes documented policies and procedures on the
compli of ethical requir ional dards, statutory laws and applicable regulations.

Limited Assurance Conclusions

As a result of the procedures carried out and the evidence obtained, no matters have come to our
attention which may lead us to believe that REC’s CR indicators, for the financial year ending 31t
December 2015, contain significant errors or have not been prepared, in all of their significant matters,
in accordance with the G4 GRI Guidelines and the Electric Utilities Sector Supplement.

Use and Distribution
Our report is only issued to the Management of Red Eléctrica Corporacion, S.A. in accordance with the

terms and conditions of our engagement letter. We do not assume any liability to third parties other
than REC’s Management.

PricewaterhouseCoopers Auditores, S.L.

n®

M2 Luz Castilla
12th April 2016
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REPORT ON INDEPENDENT REVIEW
OF GREENHOUSE GAS EMISSIONS INVENTORY

ree.es

b

Free translation from the original in Spanish, in the event of a discrepancy, the Spanish language version prevails.

REPORT ON INDEPENDENT LIMITED ASSURANCE
OF GREENHOUSE GAS EMISSIONS INVENTORY 2015

To the Management of Red Eléctrica de Espaiia, S.A.U.:
Scope of the work

We have carried out a limited assurance engagement on the Greenhouse Gas Emissions Inventory
(hereinafter referred to as the GHG Inventory) of Red Eléctrica de Espaiia, S.A.U. (hereinafter
referred to as REE) for the financial year ending 315t December 2015, included in the Appendix of
this Report.

Responsibility of REE for the GHG Inventory

REE’s management is responsible for the preparation and update of the 2015 GHG Inventory in
accordance with their internal procedure, “Methodology for the Calculation of the Greenhouse Gas
Emissions (GHG) Inventory of Red Eléctrica de Espaiia, SAU”, available on the following website
link http://www.ree.es/es, sostenibilidad ‘energi ible/energia-y-cambio-

lxmanco[nuestra huella de carbono. M is also responsible for blishi
ing and ing any rel internal control systems required to ensure that the

GHG Inventory does not contain any material inaccuracies due to fraud or error.

The calculation of GHG Emissions is subject to inherent uncertamtles given their nature and the
methods and factors used to determine, late and estimate emi:

Our responsibility

Our responsibility is to issue a limited assurance report based on the procedures that we have
carried out and the evidence obtained. Our limited assurance engagement was done in accordance
wnth the International Standard on Assurance Engagements 3410 (ISAE 3410), “Assurance

on Greenh, Gas S ” issued by the International Auditing and Assurance
Standards Board (IAASB) of the International Federation of Accountants (IFAC). This standard
requires that we plan and develop our engagement to obtain a limited security that REE’s 2015
GHG Inventory does not contain any significant errors or that it has not been prepared in
accordance with the internal procedure “Methodology for the Calculation of the Greenhouse Gas
Emissions (GHG) Inventory of Red Eléctrica de Espafia, S.A.U.”. This work has been carried out by
a team of sustainability and climate change specialists highly experienced in these areas.

1

The scope of a limited assurance is ially less ive than a reasonable
assurance engagement, and thus, less security is provided.

The procedures that we have carried out are based on our professional judgment and have included
consultations, observation of processes, document inspection, analytical procedures and random
sampling tests. The general procedures employed are described below:

e Meetings with personnel of REE’s various departments who have been involved in the
preparation of the GHG Inventory.
*  Analysis of the procedures used for obtaining and validating the data on REE’'s GHG

; PricewaterhouseCoopers Auditores, S.L., Torre PwC, P° de la Castellana 259 B, 28046 Madnd Espaiia
Tel.: +34 915 684 400 / +34 902 021 111, Fax: +34 913 083 566, www.pwe.com/es

R. M. Madrid, hoja 87.250-1, folio 75, tomo 9.267, libro 8.054, seccién 3*
Inscrita en el R.O.A.C. con el niimero S0242 - CIF: B-79 031290

e Evaluation of the systems employed for obtaining and monitoring data for the preparation
of REE’s 2015 GHG Inventory.

o Assessment of whether the estimations used are appropriate and have been consistently
applied. Our work has not included a review of the calculations on which the emission
factors are based, nor a review of the reliability of the information provided by third
parties.

e Verification, through random sampling tests, internal control tests and the development of
substantive tests of the information (activity data, calculations and information generated)
used to determine REE’s 2015 GHG Inventory with the internal procedure “Methodology
for the Calculation of the Greenhouse Gas Emissions (GHG) Inventory of Red Eléctrica de
Espatfia, S.A.U.”. We have also verified the correct compilation of information based on the
data provided by REE'’s sources of information.

Independence and Quality Control

We have fulfilled our work in accordance with the independence requirements and other ethical
requirements of the Code of Ethics for Professional Accountants of the International Ethics
Standards Board for Accountants (IESBA), which are based on basic principles of integrity,
objectivity, professional competence and diligence, confidentiality and professional conduct.

Our firm applies the International Standard on Quality Control 1 (ISQC 1) and thus employs an
exhaustive quality control system which includes documented policies and procedures on the
compli; of ethical requi: professional standards, statutory laws and applicable

regulations.

Limited Assurance Conclusion

As a result of the procedures carried out and the evidence obtained, no matters have come to our
attention which may lead us to believe that REE’s GHG Inventory for the financial year ending 31t
December 2015 contains any significant errors or has not been prepared, in all its significant
matters, in accordance with the “Methodology for the Calculation of the Greenhouse Gas Emissions
(GHG) Inventory of Red Eléctrica de Espafia, S.A.U.”.

Use and distribution
Our report is only issued to the Management of Red Eléctrica de Espafia, S.A.U. in accordance with

the terms and conditions of our engagement letter. We do ndt assume any liability to third parties
other than REE’s Management.

PricewaterhouseCoopers Auditores, S.L.

N

M2 Luz Castilla
12th April 2016
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= ELECTRICA

i DE ESPANA
Appendix

GREENHOUSE GAS (GHG) INVENTORY OF RED ELECTRICA DE ESPANA, SAU.

GHG Inventory tCO2-eq
Scope 1 33,662
1.1 Diesel generating sets 182
1.2 Fleet vehicles 989
1.3 SF6 31,651
1.4 Air conditioning 840
Scope 2 808,347
2.1 Electricity consumption 4,229
2.2Tr ission grid losses 804,118
Scope 3 241,258
3.1 Supply chain 234,807
3.2 Business travel 2,517
3.3 Logistics 589
3.4 Empl. 3,345
(December 31, 2015)
Organisational boundaries

The calculation of Red Eléctrica de Espafia SAU’s emissions is performed under operational control

criteria. The inventory only applies to the activities that take place in Spain.

Operational scope
Emissions associated to Red Eléctrica de Espafia SAU’s activities and facilities are quantified,

taking into consideration the following scopes:

W RED
o ELECTRICA
< DE ESPANA

Scope 1: Direct GHG emissions (Greenhouse gases

Emissions resulting from the Company’s controlled or owned sources:

- Stationary combustion: derived from the combustion of fuels used in diesel generating sets.

(No other stationary combustion source exists in the Company).
- Mobile Combustion: emissions derived from fuel consumption of the fleet.

- Fugitive Emissions: SFs gas leaks in electricity substations and refrigerant gases leaks from

air conditioning systems.

Scope 2: GHG indirect emissions from electricity consumption

- Electricity consumption.

- Electricity losses in the transmission grid.

Scope 3: Other indirect GHG emissions

- Emissi iated with hased goods and services (supply chain)

- issi iated with busi travel by plane, train and car.

- Emissions derived from downstream transportation and distribution (logistics,

subcontracted to an external company)

- Emissions from employees commuting to the workplace.
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Annual Executive Report

on the Management of the Code of Ethics 2015

INTRODUCTION

The Annual Report on the
Management of the Code of Ethics
sets out the circumstances arising
in relation to the corporate system
for the management of ethics of the
Red Electrica Group within the fiscal
year: the operation of the whistle-
blowing channel for enquiries and
grievances, awareness campaigns,
recagnition received and measures
to be promoted.

The Code of Ethics of the Company
seeks to provide an ethical guide for
the peaple of the companies of the
Red Eléctrica Group, establishing
the values and commitments that
should govern their activity within
the Company.

Many of these values and
commitments have been ingrained
in Red Eléctrica since 1987 when

it published its first set of shared
values, entitled ‘Core principles in
the perfarmance of duties’. In 2007,
the ethical commitment of Red
Eléctrica was strengthened with the
approval of the document entitled
"Code of Ethics and corporate
values," the implementation of a
whistle-blowing channel for queries
and grievances, and the creation of
the figure of the Ethics Manager.

The current edition of the Code

of Ethics of the Red Eléctrica

Group was approved by the

Board of Directors of its parent
company on 28 May 2013,
undertaking the requirements
demanded by stakeholders and the
recommendations of organisations
of repute with influence in this area.

The Code of Ethics is incumbent
an all persans in the Group,
understood as its Board of
Directors, its directors and the

remaining employees, in the
perfarmance of their duties and
responsibilities. It is a regulatory
instrument, in the general sense of
establishing patterns of behaviour
and guidelines with regard to the
values enshrined within the Code of
Ethics, in the different fields within
the professional sphere in which the
people of the Red Eléctrica Group
carry out their activity. Its purpose is
to serve as a general guideline when
making decisions aligned with the
aforementioned values in certain
situations where professionals

of the Red Eléctrica Group may

find themselves.

Itis applied in the companies of
the Group, i.e. in those which are
majority owned, regardless of
their geographical location and

in those countries where they are
temporarily performing activities,
providing professional services or
any other activity related to

the Group.

reees € D
234

WHISTLE-BLOWING
CHANNEL

Red Eléctrica has appointed an
Ethics Manager to manage the
ethical questions that may be posed
and to collate, analyse and resalve
the possible non-compliances
received regarding the commitments
set out in the Code of Ethics. The
person appointed is Rafael Garcia de
Diego Barber, General Counsel and
Secretary of the Board of Directars
of Red Eléctrica Corporacion. This
figure, with a direct channel to the
Chairman and the Board of Directors,
is also responsible for maintaining
the confidentiality of the processes,
the development, consolidation

and ongoing improvement of the
ethics management in Red Eléctrica.
The Ethics Manager can count

on the suppaort of the Company’s
arganisational units that he/she
deems necessary to undertake the
designated responsibilities.



LETTER FROM THE

CHAIRMAN AND THE CHIEF  :

EXECUTIVE OFFICER

KEY PERFORMANCE

=
=4
=
>
=t
o
o
in

01. THE COMPANY

®

02. STRATEGY

@

03. CORPORATE
GOVERNANCE

Al

&

04. MANAGEMENT
APPROACH

@

05. SUSTAINABLE
ENERCY

©®

06. CREATION
OF VALUE

07. EMPLOYEES

o
®
0
o
o
m
il
2

09. DIALOGUE
WITH
STAKEHOLDERS

10. THE
ENVIRONMENT

Corporate Responsibility Report 2015

In 2015, the information on the
corporate website regarding

the ethical management of the
Company was improved through
the publication of indicators
related to the application of the

Code of Ethics.

In 2015, in accordance with
international best practices, the
information on the corporate website
was improved regarding the ethical
management of the Company, which
includes the publication of a list of
indicators related to the application
of the Code of Ethics. The aim is

to provide relevant information

to enable sacially responsible
investars to be aware of those ethical
elements which are necessary

when making investment decisions,
in a complementary form to the
traditional economic and financial
criteria. On the Group's website a
channel was set up which is bath
visible and easily accessible, through
which enquiries and grievances

could be sent to the Ethics Manager
in a confidential manner.

With regard to the system for the
detection and handling of possible
non-compliances, grievances,
enquiries and suggestions regarding
ethical matters, in 2015, twenty-
seven enquiries were received

by the Ethics Manager, with a
maximum resolution period of

10 days. Enguiries received have
referred to the following areas of
canduct: the responsible manitoring
of the management of suppliers;
dealing adequately with canfidential
information; the protection and

use of facilities and equipment

of the Organisation; limitation on
the acceptance of gifts, loans or
invitations, and the respect, integrity,
accountability and transparency
within the Organisation.

During said period, three grievances
were received regarding the
compliance with the Code of Ethics.
The first concerned the corporate
value "environmental awareness"
having dismissed the grievance, with
the agreement of the complainant,
as the Red Eléctrica Group had not
had any intervention whatsoever
with regard to the stated facts,
either directly or through any of its
cantractors. The second grievance
referred mainly to corporate value
‘respect’, a case that was resolved
prior to its definitive resolution due
to the fact that the person from the
Company lodging the grievance left
the Company voluntarily before the
conclusion of the case. The third
grievance referred to the corporate
value "respect’, and was still being
processed at the close of 2015.

Among the functions undertaken by
the Ethics Manager is the obligation
to communicate the grievances
that could lead ta a criminal risk for
the companies of the Red Eléctrica
Group, far which the Contral and
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Manitoring body of the Criminal

Risk Prevention Programme of

the Group, of which the Ethics
Manager is @ member, can assess
the aforementioned grievances

and, where appropriate, initiate an
investigation into the event until it is
resolved. In 2015, the Ethics Manager
received no complaint about
non-compliances related to criminal
risk, and none of the companies of
the Red Eléctrica Group have been
investigated, or convicted by any law
court for infringements related to
criminal risks of the organisation.

INTEGRITY AND
TRANSPARENCY

As aresult of the commitment
underaken by Red Eléctrica to
prohibit all practices related to
carruption, bribery or facilitation
payments, the Board of Directors
of the parent company approved
on 22 December 2015 the ‘Guide
for the Prevention of Corruption:
zero tolerance’ as a fundamental
element of the integrity model of the
Red Eléctrica Group. The initiative
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was included in the Corporate
Respansibility Programme 2015 of
the Company. It aims to praovide a
guide regarding the prevention of
carruption for all professionals in
the companies of the Red Eléctrica
Group, setting out the commitments
and action criteria, thereto, that
should gavern their professional
activities within the same. Its
purpose is to provide members of
the Red Eléctrica Group an analysis
of the circumstances and the risks
they face regarding corruption, and
advance the dissemination of the
criteria and the instruments available
to the Company for the eradication
said risks.

During 2015, after completion of

the diagnasis and design phases

of the proposal, the new Regulatary
Compliance System started to be
implemented along with the creation
of the Regulatory Compliance

Unit, developing the commitment,
set out as a behavioural guideline
for the Code of Ethics, to have a
suitable legal compliance control

system, aligned with the values of
trustwarthiness and responsibility
set out therein.

AWARENESS
ACTIONS

Regarding the Awareness Plan on
ethical management, approved

by the Corporate Respansibility
Committee of the Company, in 2014
and continuing in 2015, a number

of forums were started in all work
centres of the Group’s companies,
with the aim of impraving knowledge
regarding the ethics management
system, reflecting the values

and commitments made by the
arganisation, and strengthening the
figure and functions of the Ethics
Manager. These sessions include the
participation of the Ethics Manager
and the Red Eléctrica Stakeholder
Ombudsman.

EXTERNAL
RECOGNITION

In the field of external recognition,
noteworthy was the awarding of the
maximum scare (100 out of 100
points) to Red Eléctrica in the Code
of Ethics/Compliance/Corruption
and Bribery section of the Daw
Jones Sustainability Index 2015,
The inclusian in the Euranext-Vigeo

Red Eléctrica was awarded
the maximum score (100 out
of 100 points) in the Code of
Ethics/Compliance/Corruption
and Bribery section of the Dow
Jones Sustainability Index.

Sustainahility Indexes (Eurozone
120, Europe 120, Glohal 120] which
selects the companies that stand
out for their excellent performance
in areas such as environmental
protection, ethics or contribution to
economic and sacial development
of the communities in which they
operate. Also worth highlighting is
the fact that for years Red Eléctrica
has formed part of prestigious
indexes regarding business ethics
such as the Ethibel Sustainability
Index (ESI) Excellence Europe and
also Ethibel Excellence.

ree.es
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KPMG Auditores S.L.
Edificio Torre Europa
Paseo de la Castellana, 95
28046 Madrid

Independent Auditor's Report on the
System of Internal Control over Financial Reporting

(Translation from the original in Spanish. In the event of discrepancy, the Spanish-language
version prevails.)

To the Directors of
Red Eléctrica Corporacion, S.A.

Further to your request, and in accordance with our engagement letter dated 26 October 2015, we
have examined the information concerning the System of Internal Control over Financial
Reporting (Sistema de Control Interno sobre la Informacion Financiera, hereinafter “SCIIF”) of
Red Eléctrica Corporacién, S.A. (the Parent) and subsidiaries (the REE consolidated Group or the
Group) described in note F of the accompanying Annual Corporate Governance Report at 31
December 2015. This system is based on the criteria established in the Internal Control -
Integrated Framework issued by the Committee of Sponsoring Organizations (COSO) of the
Treadway Commission. The Board of Directors of the Company and Senior Management of the
Group are responsible for adopting appropriate measures to reasonably ensure the
implementation, maintenance and oversight of an adequate system of internal control over
financial reporting, evaluating its effectiveness and developing improvements to that system, and
defining the content of and preparing the accompanying information concerning SCIIF. Our
responsibility is to express an opinion on the effectiveness of the Group's System of Internal
Control over Financial Reporting based on our examination.

An entity's internal control over financial reporting is designed to provide reasonable assurance
that its annual financial reporting complies with the applicable financial reporting framework. It
includes policies and procedures that (i) pertain to the maintenance of records that, in reasonable
detail, accurately and fairly reflect the transactions and assets of the Group; (ii) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of the Group's
consolidated annual accounts in accordance with the applicable financial reporting framework;
and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorised
acquisition, use or disposal of the Group's assets that could have a material effect on the
consolidated annual accounts. In this respect it should be borne in mind that, irrespective of the
quality of the design and operation of the internal control system adopted in relation to annual
financial reporting, the system may only provide reasonable, but not absolute assurance in relation
to the objectives pursued, due to the limitations inherent in any internal control system.

We conducted our examination in accordance with ISAE 3000 (International Standard on
Assurance Engagements 3000: Assurance Engagements other than Audits or Reviews of
Historical Financial Information), issued by the International Auditing and Assurance Standards
Board (IAASB) of the International Federation of Accountants (IFAC) for the issue of reasonable
assurance reports. This standard requires that we plan and perform our work to obtain reasonable
assurance about whether the Group maintains, in all material respects, effective internal control
over financial reporting. Our work included obtaining an understanding of the Group's System of
Internal Control over Financial Reporting, testing and evaluating the design and operating
effectiveness of that system, and performing such other procedures as were considered necessary
in the circumstances. We consider that our examination provides a reasonable basis for our
opinion.

KPMG Auditores S.L., a limited liability Spanish company and a

member firm of the KPMG network of independent member firms
affilated  with KPMG International ~ Cooperative  (*KPMG
International”), a Swiss entity.

Reg. Mer Madrid, T. 11.961, F. 90,
Sec. 8, H. M -188.007, Inscrip. 9
N.LF. B-78510153

The firm applies International Standard on Quality Control 1 and accordingly maintains a
comprehensive system of quality control including documented policies and procedures regarding
compliance with ethical requirements, professional standards and applicable legal and regulatory
requirements.

We have complied with the independence and other ethical requirements of the Code of Ethics
for Professional Accountants issued by the International Ethics Standards Board for Accountants,
which is founded on fundamental principles of integrity, objectivity, professional competence and
due care, confidentiality and professional behaviour.

Due to the limitations inherent in any internal control system, there is always a possibility that
SCIIF may not prevent or detect misstatements or irregularities that may arise as a result of errors
of judgement, human error, fraud or misconduct. Moreover, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because
of changes in conditions or that the degree of compliance with the policies or procedures may
deteriorate.

In our opinion, the Group maintained, in all material respects, effective internal control over
financial reporting at 31 December 2015, in accordance with the criteria established in the Internal
Control - Integrated Framework issued by the Committee of Sponsoring Organizations (COSO)
of the Treadway Commission. Furthermore, the disclosures contained in the information
concerning SCIIF included in note F of the Group's Annual Corporate Governance Report at 31
December 2015 have been prepared, in all material respects, in accordance with the requirements
set forth in article 540 of the Revised Spanish Companies Act and in Spanish National Securities
Market Commission (CNMV) Circular 7/2015 of 22 December 2015, with respect to the
description of the System of Internal Control over Financial Reporting in Annual Corporate
Governance Reports.

Our examination did not constitute an audit of accounts and is not subject to the legislation
regulating the audit of accounts in Spain. As such, in this report we do not express an audit opinion
on the accounts under the terms provided in the above-mentioned legislation. However, on 24
February 2016 we issued our unqualified audit report on the consolidated annual accounts of the
Group for 2015, in accordance with the legislation regulating the audit of accounts in Spain.
KPMG Auditores, S.L..

(Signed on original in Spanish)

Ana Ferndndez Poderés

24 February 2016
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EXECUTIVE SUMMARY OF THE INTERNAL AUDIT OF THE CORPORATE RESPONSIBILITY
MANAGEMENT SYSTEM (SECOND HALF OF 2014 and FIRST HALF OF 2015)

Objective and scope

For the period of the second half of 2014 and first half of 2015, verify the implementation of the
Corporate Responsibility Management System in the activities conducted by Red Eléctrica, verifying
whether the requirements of the IQNet SR 10 and SA8000 standards, and those of the organisation
itself, are suitably implemented and efficient.

In relation to the activities carried out by Red Fléctrica at its Head Offices, the general aspects of the
system and specifically in the ‘Committed to Employees’ and the ‘Committed to Society’ vectors have
been verified (report 22/15).

Additionally, a report was drafted (report 31/15) to complete the verifications conducted in the
aforementioned internal audit. 21 individual interviews were held with employees of the Northeast
Transmission Regional Office, the North Transmission Regional Office and the Electricity Control
Centre (CECOEL). Additionally, questionnaires were completed by 16 employees of the Canary
Islands’ Electricity System office (Las Palmas and Tenerife) and the Northwest Regional Office.

Conclusions

It can be concluded that the Corporate Responsibility Management System is suitably implemented,
as no deficiencies have been detected that, in accordance with the auditor's judgment, need to be
categorised as anomalies.

The following were included as noteworthy strengths:

- The approval, in November 2014, of the first Corporate Governance Policy.

- The establishment of the Coordinating Group and the Task Force on Disability, in relation to
the deployment and implementation of the Disability Management Model.

- Progress made in the monitoring of suppliers, noteworthy being the conducting of social
audits.

- The implementation of the LBG reporting methodology, obtaining in May 2015 the Assurance
Statement regarding Fiscal Data 2014.

Observations

Report 22/15 on the Corporate Responsibility Management System in the Head Office

- An anomaly was detected in the internal audit conducted on the Corporate Responsibility
Management System in 2013 regarding the evaluation of legal compliance, and its resolution
is pending.

- The Strategic Plan 2014-2019 of the Company was approved in February 2015 (subsequent to
the issuance of the last revision of the Corporate Responsibility Manual) and includes several
key actions on corporate responsibility, which could be collated in said section of the Manual.

- Although the representation of workers through various representation channels existing in
the organisation has been established in a documented form, there is no evidence of the
participation of said representation in the Revision of the Management System.

- Theissuance and approval of the updated Functions Manual is currently pending.

- Although numerous actions aimed at managing stakeholders were undertaken, the
assessment of the actual and potential impact of REE activities on stakeholders has not yet
been carried out.

Pagina 1de 2

Report 31/15 — Complementary report on the Corporate Responsibility Management System

- The knowledge regarding the Harassment Protocol and the Equality Plan can be improved.

- Insome cases, the vertical communication is not very fluid and could be improved.

- Onthe whole, employees have stated that it is difficult to change role and department within
the Company.

Aspects for improvement
Report 22/15 on the Corporate Responsibility Management System in the Head Office

- Continue to make progress in the Corporate Responsibility Management System of certain
aspects not fully deployed to date (the Disability Management Model Action Plan and
Functional Mobility Action Plan), although already included in the CR Projects Programme
2015.

- Advance in the adaptation of the Corporate Responsibility Management System to the new
editions of the IQNet SR10 and SA8000 standards.

- Within the Disability Management Model, the strengthening of establishing indicators not
associated with legal compliance or the RC Projects Programme could be analysed, which
would provide more information on the progress of the Company in this matter.

Report 31/15 — Complementary report on the Corporate Responsibility Management System

- Conduct an analysis of the actual degree of awareness that employees have on corporate
responsibility with the aim to identify training needs and weaknesses in communication to
guide future actions in this area.

- It would be interesting to undertake more corporate responsibility projects in the regional
offices.

- Encourage internal mobility of workers.

- Analyse the conducting of a 3602 assessment.

- Encourage further action to raise the profile of the social action of REE.

Madrid, 10 July 2015
Beatriz Cordero Marquez Manuel Sdnchez Gémez
Internal Auditor Head of the Internal Audit and Risk

Control Department

] .
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