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Letter from the Chairwoman
and from the Chief Executive Officer ...

This year, 2020, has been a year marked by the pandemic in which, at the

Red Eléctrica Group, we focused all our efforts on protecting the health of our
employees and guaranteeing the essential services that our activity offers society:
the proper functioning of the Spanish electricity system as well as the electricity
and telecommunications, fibre optic and satellite infrastructures in all the
countries in which we operate.

At this decisive time for everyone’s health, for the economy and for the fight
against climate change, we are committed to a green recovery, as it represents

an essential pillar for economic reconstruction and brings with it an enormous
potential to stimulate business activity and create jobs. In fact, if the pandemic has
taught us anything, it is that we need to accelerate the pace of both the ecological

Roberto Garcia Merino
Chief Executive Officer

Beatriz Corredor Sierra
Chairwoman of the Red Eléctrica Group

transition and the digital transformation in order to take huge steps along

the road towards the decarbonisation of the economy. In this transition, we,

as the sole operator and transmission agent of the Spanish electricity system, have
an essential role to play in achieving the ohjectives set out in the European Green
Deal and those included in the Integrated National Energy and Climate Plan (NECP).

In the Red Electrica Group, we are responding to this new reality through

the 2021-2025 Strategic Plan, which focuses an making the ecological transition
possible in order to continue taking steps to progress efficiently towards a
decarbonised economy, while at the same time caonsolidating our position in
important growth vectors such as our business activity abroad and the promotion
of connectivity through telecommunication services. We make all this a reality
while prioritising a corporate culture that encompasses innovation, talent and

a commitment to sustainahility as levers that guarantee the long-term continuity
and success of the Group.

Significant progress has been made in 2020, a year in which the following
should be highlighted:

« The actions we have carried out have enabled renewahle technologies to be
responsible for generating 44 % of all the electricity produced in Spain during
the year, making it the highest level ever recarded in our national electricity
system since recards began.

(o> D
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- We have positioned ourselves as the only IBEX 35 company with gender parity
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LETTER FROM OUR RESPONSE A BENCHMARK RED ELECTRICA STRATEGY

THE CHAIRWOMAN TO THE REPORT AT THE GROUP
AND FROM coviD-19 FOREFRONT
EL THE CEO OF REPORTING
STANDARDS
. 4

an the Board of Directors, as well as being one of only two companies listed
an the Spanish IBEX that is chaired by a woman.

- We have
million euros and also closed a new financial transaction in Peru, totalling

30 millio

completed Red Eléctrica’s first green bond issue for a total of 700

n dollars, that also incorporates sustainability criteria.

We are fully committed to a
green recovery, accelerating
the pace of both the ecological
transition and digital
transformation in order to take
huge steps along the road

towards the decarbonisation

of the economy. This will be
achieved by driving innovation
and promoting the talent of our
people while strictly adhering
to sustainability criteria.

3
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GOVERNANCE
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- We have updated our Code of Ethics and Professional Conduct, adapting
it to the highest standards of ethics and best-in-class compliance practices
while meeting the evermare demanding expectations of our stakeholders.

- We have successfully completed the integration of the electricity subsystems
of the Balearic Islands into that of the Spanish mainland, following the
commissioning of the new Menorca-Majorca link, which will play an essential
role in the energy transition process of the unified Balearic Islands electricity
system.

- We have met the global emissions reduction targets of our Climate Change
Action Plan, and in 2021, we will define new, more ambitious challenges aligned
with the goal of not exceeding a 1.5 °C increase in global temperatures.

+ We have strengthened the presence of the Red Eléctrica Group in the innovation
ecosystem through the activity of Elewit, developing and deplaying innovative
solutions to drive the energy transition and promote connectivity, with the aim
of building a more sustainable future.

- We have spearheaded various social innovation projects to promote actions
that stimulate the repopulation of rural areas and have helped reduce the digital
divide by facilitating connectivity via our telecommunication services.

We would also like to highlight that in 2020, Red Eléctrica celebrated 35 years in
its role as the company that guarantees the proper functioning of the Spanish
electricity system, as it is the engine of our daily life and our future development.
Reaching this important milestone would not have been possible without the
talent and human qualities of the people of the Group who, throughout this
35-year period, have been able to address and tackle challenges of immense
proportions. Therefore, together we will continue to strengthen our vocation, of
serving society, as a business group that is fully committed to sustainability and,
specifically, to the development of the socio-economic environment and the
generation of opportunities in those territaries where we operate.

<=>D
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Our response to COVID-19

The Red Eléctrica Group provides essential
services for the safety and well-being of all
citizens. Therefore, preserving the health and
safety of employees and guaranteeing the correct
operation of the Spanish electricity system as
well as the electricity, telecommunications and

satellite infrastructure in all the countries where
it operates have been the main concerns of the
Red Electrica Group during the pandemic.

5 6 7 8 -
ANTICIPATING DECARBONISATION RESPONSIBLE CONTRIBUTION ANNEXES
CHANGE AND OF THE ECONOMY VALUE CHAIN TO SOCIAL,

TAKING ACTION ECONOMIC, AND

ENVIRONMENTAL
DEVELOPMENT

The situation derived from COVID-18 did not
have a significant impact on the execution of the
Group’s activities. However, from the first few
days of February, the Company set up a steering
committee that made it possible to implement
a comprehensive contingency plan.

Areas of action in response to COVID-19

Guaranteeing
the security of supply
and the proper
functioning of our
infrastructure

®

2
Caring for and
protecting the
health of our
professionals

Strengthening
our commitment
to digitalisation

q
Actively collaborating
with the groups
most affected by
the situation

6

Supporting our
suppliers

Assessing
the impact on the
Group’s P&L
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1. Guaranteeing the security

of supply and the proper

functioning of our infrastructure

The Group and more specifically Red Eléctrica de
Espafia, as the company that owns the electricity
transmission infrastructure and is responsible
for the management of the system, has been
fully committed to the ohjectives of the Spanish
authorities, and therefore has implemented a
set of extraordinary measures, with the aim

of complying with its ohligations established

in Law 24/2013, to ensure the continuity and
security of the electricity supply, such measures
that were made compatible with the priority of
guaranteeing the health and safety of its warkers
and compliance with the authorities’ health
policy to curb the spread of the virus.

Electricity demand fell by 8% in the first six
months of the year compared to the previous
year, having fallen by 13.3% during the period of
the state of emergency, between 15 March and
21 June. Despite the anomalous situation, Red
Eléctrica de Espafia guaranteed the electricity
supply to all homes and essential services in
Spain at all times. Nevertheless, the scenario
associated with COVID-19 has not slowed
down the progress of the energy transition.
Furthermore, the number of GWh produced by
renewahles increased by 10.3% in the first four
months of 2020 compared to the same period
in 2018. In fact, April closed with renewahles
representing 47.3% of the generation mix. The
boom in renewables, together with the 11.8%
drop in electricity generation compared to the

During the state of emergency,
the Red Eléctrica Group
guaranteed the electricity

supply to all households and
essential services in Spain
at all times.

%
DD
LI

THE INCREASE IN
RENEWABLES MADE

THE CLEANEST MONTH IN TERMS OF
GREENHOUSE GAS EMISSIONS IN THE
LAST 10 YEARS
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same manth in 2019, made April the cleanest
manth in terms of greenhouse gas emissions with
2,154,465.2 t CO, equivalent, almost half that of
ten years ago.

To further ensure the guarantee of the electricity
supply, the Company set up a third control
centre which, like the other twa, operates with
full autonomy manned by independent teams
working 24/7.

Similarly, additional health and safety prevention
measures were taken regarding the teams that
operate the Telecommunications Supervision
Centre and the Facilities Maintenance Centre, as
well as with the professionals that form part of
the on-call response crews who deal with possible
incidents in the transmission grid.

The development of new infrastructure for both
electricity transmission and telecommunications
suffered temporary delays due to the total or
partial stoppage of economic activity imposed by
the authorities, which was partly recovered in the
last months of the year. The financial impact on
the Red Eléctrica Group as a whole was 5% of the
investment volume initially planned. This impact
was mainly concentrated in the development

of the transmissiaon grid in Spain, although

there were also some delays in Chile and in the
development of the new Amazaonas Nexus satellite
of HISPASAT.

REMOTE

WORKING

of the workforce

Regarding business abroad, despite the drop in
electricity demand in Peru and Chile, operations
cantinued through the following activities:

- Cantingency plan for COVID-19 with four
phases of implementation. This contingency
plan had to be adapted to the country’s
regulatary changes.

- ManTop project to cover on-site maintenance
activities in substations, made up of a mix of
personnel in local operation and maintenance
areas.

ENVIRONMENTAL
DEVELOPMENT

- COVID-19 essential activities’ programme,
which defined minimum and crucial activities
at the outset of the pandemic.

- Modification of the working timetahles of
personnel carrying out work at Minera’s
facilities fram 8-hour shifts to 12-hour shifts in
addition to changes in the means of transport
in order to reduce the number of trips to and
from wark.

2. Caring for and protecting
the health of our professionals

From the outset of the pandemic, the

Red Electrica Group has deployed measures
to safeguard the health and safety of all its
professionals, applying tailor-made action
protocals in each case.

- The Company implemented online warking
for all those Group employees whose activity
could be done remotely. This represents 80%
of the warkforce in both Spain and Latin America.
The remaining 20 % of the workforce provides
its services on-site, both in the electricity and
telecommunications contral centres managed
and operated by the Group as well as in those
work centres that deal with the different needs of
the electricity grid and the telecommunications
networks.

<~> D
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- The remote working situation is maintained

for all those people who belong to the risk
group. These are people wha are vulnerable

to COVIDB-19, people over 60 years of age,
people whao live with pregnant women or
family members who wark in the health sector,
and people who commute to wark on public
transport.

- The return to the offices was carried out in Spain

in September and in Peru and Chile in November,
working in the morning anly and with the
following measures:

- Serological analytical tests for all staff.

- Mandatory use of face masks throughout
the warking day, even if the 2-metre safety
distance is observed.

- Shift and rotation system to guarantee the
2-metre safety distance between those going
to the office.

- Provision of healthcare equipment for
all employees, including surgical masks,
hydroalcoholic gel and gloves.

- Maintenance of virtual meetings despite being
physically present in the workplace.

The Company has ensured that all
employees have the necessary means to
enable them to work remotely and has paid
special attention on ensuring cybersecurity.

- Suspension of the canteen service, closure
of the vending machine area, stoppage of
physiotherapy, sports and volunteer activities
that require a physical presence.

- Restriction of international travel to those trips
that are deemed strictly necessary and always
with the prior approval of the director of the area
concerned.

3. Strengthening our
commitment to digitalisation

In anticipation of the shift to digital transformation,
the Company had already been planning the
transition to a remote working/teleworking
environment. In this regard, the Company has
implemented the necessary measures to enable
remote working for those employees whao required
it, and furthermare, cyber security has been
guaranteed by bolstering the security measures
implemented to protect the equipment and the
deployment of remate access. All of this has made
the following passible:

+ Mare than 2,100 users connected ([employees
and collaborators] at some paint to the VPN

(Virtual Private Netwark].

- More than 3,125 active channels on collaborative
work platforms.

- Mare than 40,000 meetings held remotely.

(o> D
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- More than 10,000 incidents, requests and queries

salved remaotely.

4. Actively collaborating

with the groups most affected

by the situation

The Red Electrica Group has collaborated on
different actions focusing on the groups most
affected by the health crisis and its economic
and sacial side-effects.

- Joining and participating in the ‘Red Cross

Responds’ project to help meet the basic
needs of 25,000 families at risk of poverty and
exclusion, and mare specifically to meet their
food and support needs.

- 2
A BENCHMARK RED ELECTRICA STRATEGY

REPORT AT THE

OF REPORTING

3 q
CORPORATE COMMITMENT TO
GOVERNANCE SUSTAINABILITY

- Support for the rural environment through

the promation of the following initiatives:
#Alimentos_Saolidarios (Food Solidarity), a
collaborative project with the Federation of
Rural Women's Assaciations [FADEMUR], for the
purchase of foodstuff from 70 local livestock
producers and market gardeners in rural areas
and its distribution to social organisations in
order to cover the basic needs of families at risk
of exclusion. In total, 135,300 rations of staple
food have been donated.

- Company’s support and help regarding the

anline and direct sale of the products of more
than 300 livestock, dairy producers and market
gardeners throughout Spain through the ‘Huerta
Préxima’ ['A vegetable farmer near you’] project.

The Red Eléectrica Group has collaborated
on different actions focusing on the groups

most affected by the health crisis and its
economic and social side-effects both in
Spain and Latin America.

5
ANTICIPATING
CHANGE AND
TAKING ACTION
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- Financial aid for the manufacturing of medical

supplies:

- ‘Open Ventilator’ pilot project for the design
of an artificial ventilator approved by the
Ministry of Health and promoted by the Celera
Foundation.

- Donation of protective equipment for 19 health
centres in the regions of Cajamarca, Amazonas
and San Martin, areas in which the Group’s
activities in Peru are carried out.

- Purchase of 36 oxygen cylinders and flow
meters for the Moquegua Hospital and the
health centres of the Salinas and Aguada
Blanca National Reserve in Peru.

- Awareness-raising activities and the provision
of protective equipment for six districts in the
city of Puna in Peru.

- Short-term loan of a 3D printer to the

MakerSpace of the Library Service of the
University of Las Palmas de Gran Canaria

for the manufacture of mare than 800 pieces
of health protection equipment.

- Donation of Bluetooth headphones so that

hospitalised people, especially the elderly,
can keep in touch with their families.

o> D
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From a financial
perspective,
the Group has
been in a solid
financial position
to face these
difficult times,
having taken
measures to
strengthen
liquidity.

- Active participation in the Pasitive Energy+
initiative and support for startups in the
development of projects that could materialise
in the short term to help alleviate the economic
and saocial impact of the crisis.

- Involvement of the Company’s employees in the
‘Cartas Solidarias’ [Letters to show Solidarity]
carporate volunteering project based aon the
writing of letters for hospitalised people.

- Signing up and suppaort for the campaign run
by the Ministry of Equality and the Institute

RED ELECTRICA STRATEG CORPORATE
GROUP E

2 3 q 5
A ANTICIPATING
CHANGE AND

for Women and for Equal Opportunities to
help victims of gender-hased violence during
confinement.

5. Assessing the impact

on the Group’s P&L

From a financial perspective, the Group has been

in a solid financial position to face these difficult
times, having taken measures to strengthen
liquidity. The Group has carried out two bond issues
for a total of 1.1 billion euros in 2020, 700 million
euros in January and 400 million euros in April and
has also entered into loan and credit operations far
a total of 475 million euros. After carrying out these
operations, and after meeting both debt maturities

6 7
DECARBONISATION RESPONSIBLE
OF THE ECONOMY VALUE CHAIN

and payments as a result of the acquisition of Argo
Energia in Brazil, the liquidity position at the end

of 2020 stands at 2.412 billion euros, 482 million
euros of available cash and 1.93 hillion euros of
available credit facilities, and ensures that the
Group can meet operating cash flow needs, debt
maturities in the coming years, as well as adverse
situations in the financial markets that may arise in
the coming months as a result of the evolution of
the current crisis. The Group will have to face debt
maturities of 1.206 billion euros in the next two
years, 164 million euros in 2021 and 1.042 hillion
euros in 2022.
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6. Supporting our suppliers

The Red Electrica Group has taken into account the
complicated circumstances faced by its suppliers.
To this end, it has taken the following measures:

- Ongoing communication with suppliers
that account for 80 % of current contracted
expenditure, identifying the health status of their
employees, their capacity to restart temporarily
suspended wark and the suppliers averall
financial situation.

Adaptation of the monitoring of the financial
status of suppliers, considering the sectar to
which they belong, their capacity to meet their
obligations and the detection of non-payments.

Identification of alternative solutions to facilitate
the continuity of suppliers that could fall into
financial difficulties due to the crisis, taking

into account the sector to which they belong,
their financial difficulties due to the crisis, and
thereby facilitating the temporary extension of
those contracts where the personnel authorised
by the suppliers to provide these services are
on furlough in addition to the identification of
potential actions linked to providing greater
liguidity to suppliers whose businesses could
be affected by the COVID-19 crisis.

Execution of actions in the event of the shutdown
of non-critical activity during the emergency
period, with anly essential services operating:

3 q 5

2
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TAKING ACTION

- Processing of written documentation that
authorises the travel needs of supplier and
their staff to move to and from waorksites
thus allowing them to carry out their
contracted work.

Continuity of contracting, as it is considered
essential to give visibility to the market in order
for it to make decisions on the future viability
of the Company’s business activities.

Relaxation of the criteria for restricting
suppliers suffering financial difficulties,
allowing them to be awarded bigger contracts.

Analysis of the stock inventary and taking
action to guarantee minimum stock levels
to deal with breakdowns/system faults.

- Analysis of the requirements for materials
on a 3-month horizon and the degree
of coverage of the minimum stock level
established by the Group.

Ensuring the activities performed by logistics
operatars, guaranteeing that storage and
logistics distribution services were performed
without incident.

Additional information is provided in the
Materialised risks subsection in the Risk
Management G+ section of this report.

6 7 8 -
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Committed to
a Green Recovery

The Red Eléctrica Group is committed

to a green recovery as the only way out of

the economic crisis caused by the COVID-19
pandemic. For the Company, the focus of this
maodel is the promation of an inclusive and just
energy transition. In this regard, it has joined
initiatives bath in Spain and internationally that
are committed to sustainability as a lever
for economic recovery after the crisis, such
as the Manifesto ‘For a sustainable recavery’
promated by representatives from the fields

of palitics, business, trade unions, science and
the third sector in Spain, in line with the European
Green Recovery Alliance. We have also joined the
declaration ‘Uniting Businesses and Gavernments
to Recover Better, promoted by the prestigious
Science Based Targets initiative and supported
by the United Nations, which in both cases

seek to encourage a way out of the COVID-19
crisis based on a people-centric solution,

the achievement of the 2030 Agenda and an
ombitious climate-based action plan.
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A benchmark report at the

forefront of reporting standards

The Sustainability Report of the Red
Eléctrica Group reflects the Company’s
commitment and contribution to sustainable
development and its ability to take on global
challenges. In this respect, this repart
incarporates the latest trends in reporting
and offers thorough, reliable and balanced
information on the Company’s management and
performance in terms of sustainability during
2020, focusing on those aspects identified
as material issues for the Red Eléctrica Group
and its stakeholders. [ 102-50

This focus on quality, rigour and transparency

in the Company’s yearly communication

with stakeholders regarding the progress made
in the implementation of the 10 Principles of
the United Nations Global Compact in the areas
of human rights, labour standards, the natural
enviraonment and the fight against corruption
and in support of the Sustainable Development
Goals (SDGs), has enahled the Company to reach
the ‘Advanced-level’ reporting status, the highest
qualification awarded by the United Nations
Global Compact.

Furthermore, the Sustainahility Report was ranked
in the fourth position of the 2020 Reporta Report,
a study that, since 2010, analyses the quality

of the information companies listed on the Madrid
Stock Exchange General Index make available to
their sharehaolders and stakeholders when halding
their ordinary Annual General Sharehaolders’
Meeting.

The quality,
rigour and
transparency
of the

Sustainability
Report of the Red
Eléctrica Group
is recognised by
its stakeholders,
who consider it

a leading report

in Spain.
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The Report integrates the recommendations of the Task Force on Climate-
related Financial Disclosures [TCFD] for the reporting of climate-related risks

and opportunities and the requirements of the Climate Disclosure Standards
Board [CDSB] framework on environmental and climate change reporting.

Reporting framewaorks

The Red Eléctrica Group has published

the 17" Edition of this Report, which since
2003 has been prepared in accordance with the
Global Reporting Initiative (GRI] Guidelines and
includes the additional information applicable
and required in the Electric Utilities sector
supplement in its G4 version. Specifically, the
2020 Sustainability Report has been prepared
following the GRI standards: Comprehensive
option. /102-51 / 102-52 [ 102-54.

Noteworthy has been the early adoption of the
new GRI standards, the reporting of which will not
be mandatory until 2021. Specifically, the GRI 207
standard on Tax matters and GRI 303 standard

on Water and effluents were adopted in 2019,
and the GRI 403 standard on Occupational Health
and Safety was adopted in 2020.

As a major new feature, in 2020 the Report
integrates the recommendations of the

Task Force on Climate-related Financial
Disclosures [TCFD], created by the Financial
Stability Board [FSB). These recommendations
provide a reporting framewark for climate-related
risks and opportunities to improve investors’
understanding of the impact these risks and
opportunities. This edition of the Report also
responds to the requirements of the Climate
Disclosure Standards Board [CDSB] framework
on environmental and climate change reporting,
which provides clear, concise and comparable
information that connects environmental risks
and opportunities to the business strategy and
value creation model. This is one of the reporting
frameworks mentioned by the TCFD in its
recommendations.

Since 20189, and in order to continue making
progress in offering stakeholders more complete

and appropriate information on the

Company’s ahility to create value, the Red
Eléctrica Group has incorparated information in
accardance with the Sustainability Accounting
Standards Board reporting standard for the
application aspects of the Electric Utilities and
Power Generators and Telecommunications
Services sectors. The incorporation of this
reporting framewark, a benchmark for the
investment markets, makes the Company the
firstin the IBEX 35 to follow this standard in its
annual Sustainahility Report.

The Annexes G section of this Report includes
a table of contents in relation to GRI, SASB, TCFD
and CDBS reporting standards.

Similarly, it responds to Recommendation

55 of the Good Governance Code of Listed
Companies of the National Securities Market
Commission [CNMV] and also includes aspects
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2020, Red Eléctrica Internacional, S.A.U. (REl] and
the Colomhian company Grupo Energia Bogota
S.A. ESP (GEB] reached an agreement to, jointly
and equally, acquire 100 % of the ordinary shares
of Argo Energia [Argo Energia Emprendimientas

e Participagfes S.A.] / 102-10. If and when the
information reported does not caver the full scope
desired, the correspaonding chapter of each Repart
can provide more in-depth data. / 102-45

In 2019, the Red Eléctrica
Group bhecame the

F I R ST C U M PA N Y In order to assess the evolution of the performance
IN THE IBEX 3 5 of the Red Eléctrica Group over time, the report

provides data from previous years. Regarding
previous reports, no relevant information has been
REPORTING STANDARD IN ITS ANNUAL reformulated, although it is possible that data has
SUSTAINABILITY REPORT been updated or that the calculation formula for a
specific indicator has changed, in which case the
changes are indicated in the corresponding section.

defined by the International Integrated Reporting /102-48
Council [IIRC] for the drafting of comprehensive
reports. Also, in this edition, noteworthy is the inclusion,

for the first year, of the Green Bond Report in the
Annexes C» section of this report.

Scope, content and assurance
Regarding the scope of coverage, the Sustainability To verify and guarantee the reliability of information
Report of the Red Eléctrica Group contains relevant to be presented to the various stakeholders, the
Company has submitted this report to external

information on the management approach,
actions, and results of the Group’s activities. The

6 7 8 -
DECARBONISATION RESPONSIBLE CONTRIBUTION ANNEXES
OF THE ECONOMY VALUE CHAIN TO SOCIAL,

ECONOMIC, AND
ENVIRONMENTAL
DEVELOPMENT

verification by Ernst & Young, who conducted

a limited assurance review. As a result of the
verification process, Independent Assurance
Reports are prepared, which include the objectives
and scope of the process as well as the verification
procedures used, and the conclusions reached.
Such reports are included in the Annexes G- section
of this document. / 102-56

To our readers

The Red Electrica Group invites the readers

of this report to explore in greater detail the
information about the Company’s management
and perfarmance via the data published on its
caorporate website, or through the Annual Corporate
Governance Report and the Consaolidated Annual
Accounts of the Red Electrica Group, which include
the Management Report regarding the Group’s
businesses and its non-financial information,

and which respaonds to the requirements of Law
11/2018, of 28 December, on disclosure of non-
financial and diversity information.

Red Eléctrica welcomes opinion on this report. Please
send us your comments and suggestions through
the various channels made available. / 102-53

shareholding structure of the Group is detailed in 0 Corporate websites Digame Service Whistle-blowing channel Investor channel ASA channel
: www.ree.es/en www.ree.es/en/ https://www.ree.es/en/corporate- relacionconinversores@ree.es (Procurement Support
the Consolidated Annual Accounts Report, and www.reinternacional.com/en  digame-attention- governance/ethics-and- +34 9165020 12 and Helpdesk Service)
the Group'’s governance structure is described in www.reintel.es/en centre compliance asa@ree.es
www.hispasat.com/en/inicio digame@ree.es Shareholder channel +34 91 659 99 83

the ‘Red Eléctrica Group” C» section of this report. In www.elewitventures/en +34 917 286 215
this regard, it should be noted that on 22 November

accionistas@ree.es
+34 900100 182
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Materiality

102-43 / 102-44 [ 102-46 / 102-47 [ 102-49
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In 2018, to advance the 2030 Sustainability /
Commitment, the Red Eléctrica Group updated its
Materiality Study in accordance with the Global
Reporting Initiative (GRI] standards for the drafting
of sustainabhility reparts. This report focuses

on those issues identified as relevant in said
materiality analyses.

Issue
identification

The materiality study stems fram an analysis

of the Group’s sustainahility context that enables
the Company to have a global vision of the
environment in which the organisation operates
to review the planning in sustainability matters
for the correspaonding period. The context is
prepared taking into account all the business
activities and geographical areas in which

the Group operates.

Issue
prioritisation

The impact of the COVID-19 pandemic aon

the business maodel of the Red Eléctrica Group
has not required a review of the results of the
Materiality Study. However, it is evident that the
management of the issues, especially those of
‘Health and safety and well-being’ and "Digital
transformation’, now include new aspects. \\

Issue
evaluation
and validation

Drafting process

Objective

Analyse the sustainability cantext to
identify the significant impacts, risks
ond opportunities that affect ar may
offect the Group’s sustainability.

The process is carried out with the
active participation of stakeholders.

Internal and external assessment

of the criticality of the identified
issues for achieving the Company’s
long-term objectives and maximising
its contribution to fulfilling the
overall goals.

Cross-cutting analysis within the
organisation of the results arising
from the issue identification

and issue prioritisation phases.

Development

The Company identified a total of 16 relevant issues in

the review of the sustainability context, and that includes

the following analyses:

- Trend analysis.

- Industry Benchmarking.

- Strategic interviews with the senior management team
and key technical personnel at the Company.

- In-depth interviews with external stakeholders.

- Analysis of internal infarmation.

The prioritisation matrix pravides a dual analysis

of the issues, revealing both their internal importance,
assigned by the senior management team and key technical
personnel of the Company, and their external reputation,
based an the value given by the external stakeholders

who were consulted.

The validation phase included within the design of the 2030
Commitment to Sustainability has had the participation of key
areas of the Red Eléctrica Group and with whom the results

of the previous phases were assessed, and the opportunities
ossaociated with each of the material issues were identified, as
well as their impact on the 2018-2022 Strategic Plan and any
connection with the Sustainable Development Goals.

/
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Relevant issue prioritisation

matrix

The materiality analysis determined 16 material
issues for the Red Eléctrica Group and its
stakeholders, which define the Company’s
Sustainahility Plan.

3 q
CORPORATE COMMITMENT TO
GOVERNANCE SUSTAINABILITY

8 -
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Prioritisation matrix

External Relevance

@@@
o (14

@@9 Qe

Internal Relevance

ISSUE
PRIORITISATION

Critical

1 Energy transition
2 Climate emergency
3 Innovation and technology

High

4 Digital transformation

5 Biodiversity and natural
capital

6 Corporate governance and
ethics

7 Diversity

8 Financial strength

9 Contribution to saciety

10 Circular economy

11 Occupational health & safety
and well-being

12 Ties with the communities

13 Supply Chain

14 Customer arientation

Medium

15 Talent
16 Digital Divide
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and technology

development of new technalogies that merge the
physical and digital world. In this regard, in the coming
years, it is expected that toals, such as artificial
intelligence, robotisation and virtualisation will be part
of the processes, providing efficiency and security and
that the creation of internal innovation fabric and the
establishment of collaborations with external agents
will be contemplated, allowing the incorparation

of new ideas within companies.

cultural and technological
innovation G
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BUSINESS MODEL THE CEOD OF REPORTING ENVIRONMENTAL
STANDARDS DEVELOPMENT
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Materiality issues: description and impact /103-1
Section Sustainahle
Materiality in this GRI Development Impact
Issues consideration report Indicators Goals (SDGs) INT EXT
Energy The need to develop a new energy maodel, driven - Climate change and the 201-2 === 3 .
transition by European policies, averall climate goals and cost Energy transition G EU10
reduction, has implications for the business models
of energy companies that must respond to specific - Sustainable development o
challenges including the integration of a higher of the transmission grid G
percentage of renewable sources in the energy mix,
the need to have energy storage to cope with the - Integration of renewables G
variability of these energies and the increased
use and number of electric vehicles. - Flexibility of the system C»
Meeting the target of limiting the temperature - Trends and opportunities G 102-29/201-2 / (=] . .
Climate increase to 1.5°C is only possible by 302 /305/EU12 £
emergency adopting and developing ambitious efficiency - Risk Management G e
and emission reduction strategies. It is essential
that the business sector assesses the risks arising - Climate change and the Energy
from climate change and takes a proactive transition G
stance in mitigating the problem by contributing
to the achievement of the targets defined in the - Reduction of the carbon
Paris Agreement. footprint &
Innovation The fourth industrial revalution will mean the - Transformation: digital, 102-31/203-1 . .

Continued on next page >>
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Materiality issues: description and impact /103-1 continued

Section Sustainahle

Materiality in this GRI Development Impact
Issues consideration report Indicators Goals (SDGs) INT EXT
Digital Advanced data analytics [Big Data, predictive analysis, - Transformation: digital, The current .
transformation etc.] will provide flexibility to the management of data cultural and technological GRI Standards

and its traceability and the passibility of monitaring innovation G do not include

it, thus enabling the complete control of the data. Thanks indicators linked

to these systems, the information generated by the - Comprehensive Corporate to this issue

internet of things (loT] can be analysed and interpreted, Security G

obtaining an unprecedented vision and amount of valuable
data that robotisation will take to the physical plane.

Biodiversity Biological diversity is under threat worldwide, - Responsible Environmental 102-15/102-29 / = B 3 .
and natural capital which will affect the quality and quantity of resources Management G 102-31/303/304/

that can be obtained from ecosystems. Similarly, 306-1/306-3/

the climate emergency will put additional pressure - Conservation 306-5

on ecosystems and contribute to the sixth mass of natural capital G

extinction.
Corporate Companies integrate sustainability inta their - Corporate Governance G 102-16 /102-17 / . .
governance carporate governance structures and design incentives 102-18 to 102-39 /
and ethics linked to sustainability objectives, with an impact - Ethics and Compliance C» 205-1 to 205-3

on remuneration schemes at the highest level of
management, in order to ensure that the goals

of the governing bodies and the management team are
geared tawards achieving the business purpase. All this
reflects a growing ESG sharehalder activism marked by an
increase in passively managed assets, the concentration
of equity in a smaller number of managers and the greater
presence of institutional investors who integrate ESG
criteria into their decision-making process.

\_ /

Continued on next page >>
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Diversity

Financial strength

Contribution
to society

Materiality
consideration

Companies are aware that having diverse

environments according to different factors [age,
knowledge, culture, skills]) brings many advantages

to organisations. With respect to gender equality, there

is consensus that cultural stereotypes that have limited
women'’s ability to take advantage of career opportunities
to the same extent as their male peers must be
oddressed.

Investors have progressively moved towards

more responsible positions in their asset allocations,
consalidating the concept of socially responsible
investment (SRI]. Sustainable loans and green bonds
are also aone of the fastest-grawing market segments,
although they still occupy a marginal position in the
global market.

Society increasingly demands that companies develop
their operations to ensure the provision of a service and
ensuring that this is done responsibly and generating
value for saciety, especially in the areas where the
Company’s facilities are located. Stakeholders expect
companies to be involved in the solution of the main
sacial and environmental problems, integrating them
into their business strategies and measuring and clearly
communicating the value that their activity brings

to society.

Section
in this
report

- Employees G

» Economic results
and financial strength G»

- Contribution of the
Company’s activities C»

- Socio-economic

development of the
territory G»

GRI
Indicators

102-8/102-22/
102-24 /102-35 /
401-1 /405 / 406-1

201-1/201-2/
201-4

102-12 /102-13 /
201-1/204-1/
401-1

Materiality issues: description and impact /103-1 continued

Sustainable
Development
Goals (SDGs)

Impact
INT EXT

/

Continued on next page >>
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Materiality issues: description and impact /103-1 continued

Section Sustainahle

Materiality in this GRI Development Impact
Issues consideration report Indicators Goals (SDGs) INT EXT
Circular economy The need to make more efficient use of natural - Responsible Environmental 306-2/306-3/ . .

resources has precipitated a change in production Management C» 306-4

maodels and consumption patterns, encouraging reuse i

and savings in the consumption of materials. At the

same time, grawing restrictions on access to some

of these resources have led to greater price volatility,

which generates significant uncertainty in how business

is carried out.
Occupational Poor occupational health and safety performance - Employees C 403 /409-1/ 3 .
health & safety can be a risk that may have a high impact on a EU18
and well-being Company’s reputation. In addition, a new trend in the

field of occupational health is the consideration by
companies of issues such as the well-being or the care
of employees’ mental health to prevent accidents arising
from situations of emational stress.

Ties with The level of conflict with local communities has - Relationship with 102-21/102-43/ °
the community increased due to opposition to the development and the socio-economic 413-1/413-2
construction of new infrastructure. Companies should environment G

consider the population as a potential ally for the
implementation of their projects. In this regard, it

is essential ta generate trust and develop effective
communication channels in order to produce positive
results and impacts for all the players involved.

N /

Continued on next page >>
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Supply chain

Customer
orientation

Talent

Materiality issues: description and impact /103-1 continued

Materiality
consideration

The supply chain is a strategic component of business
activity given the potential economic, environmental, and
even reputational impacts of inadequate management. This
is particularly evident with regard to sustainability, where
companies must extend their commitment to suppliers.
Supply chain performance is key to achieving comman
goals. Other opportunities are arising from this increased
engagement of companies with their suppliers and the
generation of alliances that allow access to new

best practices and raise awareness on the relevant
know-haw.

A new generation of consumers with grawing expectations in
their relationship with companies is becoming mare evident.
Given this, companies focus their efforts on maintaining

o constant dialogue with customers in arder ta know their
expectations to imprave the services provided. This becames
especially relevant in a context of growing consumer
empowerment. Customers demand joint value creation with
companies and increased access to relevant information.

Companies must adapt to the characteristics and
preferences of new generations of emplayees in order to
be more competitive in attracting new talent and retaining
existing talent, particularly digital talent. The shortage of
professionals trained in these new areas in the market
and the increasing competition from employers for their
services pases o major challenge. Similarly, in contexts

of business growth and diversification, where there are
increasingly large and diverse workforces, it is necessary
to promate a business culture based on comman corporate
values.

Section
in this
report

+ Supply Chain &

- Customer
orientation G

- Employees G

GRI
Indicators

102-9/102-10/
204-1/308/
407-1/408-1/
409-1 /414

102-21/416/
EU26 / EU28 and
EU29/418-1

401-1/404-1/
404-2 /404-3 /
41e-2

Sustainable
Development
Goals (SDGs)

1

1

Impact
INT EXT

Continued on next page >>
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access worldwide is an indicator of economic growth.
However, this expansion has occurred unevenly,
resulting in the creation of a digital divide that,

if maintained, could increase the existing situation
of inequality both between countries and between
regions within countries.

development
of the territory G+

- - - 1 2 3 q 5 6 7 8 -
VALUE CREATION LETTER FROM OUR RESPONSE A BENCHMARK RED ELECTRICA STRATEGY CORPORATE COMMITMENT TO ANTICIPATING DECARBONISATION RESPONSIBLE CONTRIBUTION ANNEXES
OF THE RED THE CHAIRWOMAN TO THE REPORT AT THE GROUP GOVERNANCE SUSTAINABILITY CHANGE AND OF THE ECONOMY VALUE CHAIN TO SOCIAL,
ELECTRICA GROUP AND FROM COovID-19 FOREFRONT TAKING ACTION ECONOMIC, AND
BUSINESS MODEL THE CEO OF REPORTING ENVIRONMENTAL
STANDARDS DEVELOPMENT
N 4
[ - - - o - - -
Materiality issues: description and impact /103-1 continued
Section Sustainahle
Materiality in this GRI Development Impact
Issues consideration report Indicators Goals (SDGs) INT EXT
Digital divide The spread of new technologies and Internet - Sacio-economic The current 3 .

GRI Standards
do notinclude
indicators linked
to this issue
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Stakeholder materiality

In 2019, as part of the initiative to update

the perception studies, a materiality section
was included in which the representatives of
each stakehalder group included in the study
assess the relevance and priority of the issues
in terms of sustainability, and evaluate the
performance that they perceive the Company
is achieving for each of them.

With the information gathered in the

2019 and 2020 studies, a matrix is obtained,
which enables the priority of the issues ta be
analysed in relation to the Group’s performance,
in accordance with the average assessment
received from the averages of each of the
stakeholder groups surveyed. The average
relevance can also be seen depicted by the

size of the coloured circles [in the graphic

on the right].

Itis clearly evident that the Energy transition
issue is the most relevant aspect (identified
by the majority as one of the most pertinent
aspects), and the ane with the highest priority,
being ranked as a critical issue. Innovation and
technology, Climate emergency and Contribution
to society are also considered highly relevant
for all stakeholders. In terms of weighted
average performance, the performance
regarding these three aspects is ranked

as adequate.

A BENCHMARK
REPORT AT THE

OF REPORTING

1
RED ELECTRICA

GROUP

Weighted average performance

oo N ool &Swn -

2 3 q 5 6 7 8 -
STRATEGY CORPORATE COMMITMENT TO ANTICIPATING DECARBONISATION RESPONSIBLE CONTRIBUTION ANNEXES
GOVERNANCE SUSTAINABILITY CHANGE AND OF THE ECONOMY VALUE CHAIN TO SOCIAL,
TAKING ACTION ECONOMIC, AND
ENVIRONMENTAL
DEVELOPMENT
Stakeholder materiality matri
1
1
1
30 i
1

. o

22

20

6 8 10 12 14 16 18

Weighted average priority

Energy transition 9 Ties with the communities Priority

Climate emergency 10 Occupational health & safety and well-being p>=20 Critical
Innovation and technology 11 Diversity 10<P<20 Veryrelevant
Contribution to society 12 Circular economy 0<P<=10 Relevant
Digital transformation 13 Talent

Biodiversity and natural capital
Corporate governance and ethics
Financial strength

14 Digital divide
15 Customer orientation
16 Supply Chain

20 22
Performance
D=40 Differentiating

level

30<D<40  Advanced level

20<=D<30 Adeguate level

D<20 Opportunity for
improvement
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The assessment of the priority of the 16 issues,
accarding to the perception of each of the
stakeholders included in the 2019 and 2020
studies, is detailed below:
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ENVIRONMENTAL
DEVELOPMENT

Priority of issues by stakeholder group

STAKEHOLDER CATEGORY STAKEHOLDER GROUP

, 2 3 q S 6 7 8 9 10 11 12 13 14 15 16

Business Sector and Professional Associations ~ Business and Professional Associations - - - - - - - - - - - - - - - -

Suppliers Suppliers
Investors, Shareholders and Partners Financial institutions
Opinion Generators Financial analysts
The Media
Sacial Environment Social agents and associations

Educational institutions
Environmental groups

NGOs and foundations

I >= 20 critical
I Between 10 and 20 very relevant
B <- 10 Relevant
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The Company

The Red Eléctrica Group is a global operator of
essential infrastructure, managing electricity
transmission grids in Spain, Peru, Chile and Brazil,
and telecommunications networks (dark fibre and
satellites], with the incorporation of a significant
level of innovation and technological development.

3
CORPORATE
GOVERNANCE
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TAKING ACTION

Our
MISSION
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CONTRIBUTION
TO SOCIAL,
ECONOMIC, AND
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The mission of the Company is to guarantee

the electricity supply and ensure connectivity in the

Our field of telecommunications, promoting a just ecological

CORE STRENGTHS

Telecommunications

transition based on sustainability criteria, whilst

showcasing our neutrality and contributing

to social cohesion.

Our
ETHICAL VALUES

)
N,

2,

Qe

N

Respect Integrity Sustainability

ANNEXES
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!

REE’s 35" Anniversary:
A Success Story ©

In 1985, Red Electrica de Espafia, S.A. was set
up as the first company in the world dedicated
exclusively to the transmission of electricity and
the operation of an electricity system.

During the 35 years the Company has existed, we
have assumed the responsibility of developing a
business model capable of converting challenges
into opportunities, based on excellence, innovation,
integrity and transparency and making our activity

campatible with environmental care and the
generation of shared value for society.

Taoday, as it was three decades ago, the objective of
the Red Eléctrica Group remains clear: maximising
our position as a global operator of critical
infrastructure to be useful to society.

The Group keeps its sights set on the future, on
its relevant role in the energy transition, through

electricity and telecommunications and with

a greater commitment than ever to sustainability
while maintaining its clear focus intact: its
people. The success story of Red Eléctrica over
these 35 years is only as a consequence of the
professionalism, talent, and desire of a team

of committed people who have made enormous
challenges possible while constantly seeking

to innovate.

Today, as it was three decades ago, the
objective of the Red Eléctrica Group remains

clear: maximising our position as a global
operator of critical infrastructure to generate
value and be useful to saciety.
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1985 - 1988

- Red Eléctrica

was set up as

the first TSQ in
the world.
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Company Milestones [35 years]

1988 - 1997

- Years of significant progress in the expansion of the
transmission grid.

- Design and construction of the first electricity interconnection

between two continents (Spain-Moracco link].

- Company begins its own fibre optic development within the

1997 - 2004
« Privatisation of the Company through an IPO.

8
CONTRIBUTION
TO SOCIAL,
ECONOMIC, AND
ENVIRONMENTAL
DEVELOPMENT

- Creation of Red Eléctrica Internacional (REI] for investment in projects

abroad (Peru].

- Design and undergrounding of the power cable for the Barajas Airport

(first 400 kV underground line in Spain].

o
oo
u

national electricity grid in Spain.

|

1988

2018

|

2018 - 2020

+ Acquisition of
HISPASAT.

- Creation of Elewit;
the Group’s
technology company.

+ Investment
in electricity
transmission
networks in Brazil
(Argo Energia).

- Commissioning of
the Majorca-Menorca
link.

- Process for the acquisition of assets from electric utility companies begun.

|

1997

2012 - 2018

- Commissioning of the Spanish mainland-Balearic
Islands link.

- Acquisition of rights to use and manage ADIFs
dark fibre optic network.

- REINTEL created to promote telecommunications
and REINCAN for the development of energy storage
projects in the Canary Islands.

- Design and laying of the Majorca-lbiza link.

- Commissioning of the Spain-France cross-horder
connection.

- Investment in electricity transmission networks
in Chile [TEN and REDENQOR].

2004 - 2012
- Red Eléctrica listed in the IBEX 35.

- Commissioning of the second
Spain-Marocco link.

- Creation of the Control Centre of
Renewable Energy (CECRE).

- Creation of INELFE, jointly owned in
equal shares with RTE, to carry out
interconnection projects with France.

- Red Eléctrica assumes the operation
and management of the non-peninsular
grid systems (acquisition of electricity
grid assets on the islands].

ANNEXES
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Today the Red Eléctrica Group is a business group that is ...

Diversified
IN THE KEY SECTORS
OF THE ECONOMY

Electricity
business
(Spain and Latin
America)

Fibre optic
business

Satellite
business

—

Technology
innovation
business

Stable

MORE FINANCIALLY SOUND
AND WITH BETTER
CAPITALISED BUSINESSES

f Net profit / ng /

N\

"\

—

Necessary

TO MAKE THE
ENERGY TRANSITION
POSSIBLE

Renewable installed power
capacity / MW /

2016

2017

2018

2019

2020

2016

2017

2018

2019
2020

/

Continued on next page >>
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Today the Red Eléctrica Group is a business group that is ... /continued

Beneficial for society
FROM A SOCIAL STANDPOINT

98.56..

availability
of the electricity
grid in Spain

99.95.

availability rate

of the transmission
system in Chile
[TEN]

99.83.

availability rate
of the transmission
system in Peru

100..

availability

of the payload
capacity of the
satellite fleet

Committed
TO SUSTAINABLE DEVELOPMENT

Member of the most prestigious sustainability
indexes worldwide

Member of
Dow Jones
Sustainability Indices

Powered by the S&P Global CSA

FTSE4Good

& EURONEXT
A @ ]
VIgeQeiria

Member 2019/2020

STOXX

ESG LEADERS INDICES

SNCDP

DISCLOSURE INSIGHT ACTION

ECPI ) s
| 4

Bloomberg

% Gender-Equality
IR 4

included in
SUSTAINABILITY
INDEX

........ EXCELLENCE Global

Corporate ESG

Performance

RATED BY

ISS ESG>>
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&

Business activities

102-2 /102-4 / 102-6

Presence of the Red Eléctrica Group in the world

Satellite coverage area

ELECTRICITY BUSINESS
IN SPAIN:

@ Countries in which

the Red Eléctrica Group RED ELECTRICA DE ESPANA
is present (REE) + RED ELECTRICA
INFRAESTRUCTURAS EN
CANARIAS [REINCAN)
ELECTRICITY
Countries BUSINESS ABROAD:
where HISPASAT eyl LA

INTERNACIONAL (REI)

TELECOMMUNICATIONS

TECHNOLOGICAL
INNOVATION

services have
been contracted
in 2020

Germany, Algeria,
Argentina, Bolivia,
Brazil, Chile,
Colombia, Cuba,
Ecuador, Slovakia,
Spain, United States,
Israel, Italy, Morocco,
Mexico, Norway,
Paraguay, Peru,
Portugal, Puerto Rico,
The Czech Republic
and Turkey.
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| 1 I N I | | I I I I B I N I A A | v
Issuance Commissioning Agreement with ENEL Green Power Renewal of
of green of the new for the construction and subsequent the agreement
bonds submarine operation and maintenance of the between
in the electricity link Launch of Elewit, transmission infrastructure necessary REINTEL and
amount between Menorca the commercial brand to integrate 400 MW of renewahle ADIF AV for the
of 700 and Majorca. of Red Eléctrica y de energy into Chile’s National Electricity maintenance
million Appointment Telecomunicaciones, System. and operation
Buros. of Beatriz - Innovacién y i of dark fibre

Corredor as Tecnologia (RETIT]. optics.
- . N .
Chairwaman Signing of the agreement between
- -

of the Board of
Directors and
non-executive
Chairwoman.

Presentation of

the Chira-Soria
pumped-storage
hydroelectric power
station project
following the latest
public consultation
process.

Elewit and IBM to accelerate the digital
transformation of the management
electricity grid assets, commercialising
SAGA software [Advanced Asset
Management Solution).

75.9% coverage of instantaneous
demand with wind generation
(3 November at 5.20 a.m.].
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Structure of the
Red Eléctrica Grou

Red Eléctrica Corporacién / Structure of the Group as at 31 December 2020

International
business

Electricity transmission
and system operator
in Spain

|
100.. 100..

= EEEC?R.CA §)RED ELECTRICA

DE ESPANA internacional

interconnections

100
Spain-France

100.

REINTEL
RED ELECTRICA

o
\oer”s® INFRAESTRUCTURAS

DE TELECOMUNICACION

Construction
of international

q
COMMITMENT TO
SUSTAINABILITY

Telecommunications business

89.68-.

hlspasat°

l \

REDESUR Red REDELNOR Red Eléctrica Red Eléctrica
5 0 [Peru) Eléctrica (Peru) Chile Brazil
% TESUR (100%) ?;‘:r':]a -REA conem TEN (50%] ARGO ENERGIA (50%)
TESUR 2 (100%) (100%) REDENOR ARGO | (50%)
TESUR 3 (100%) [70%) ARGO 11 (50%)

TESUR 4 (100%) REDENOR 2

@ (100%)

inelfe

ARGO 11l (50%)
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102-1/102-2 /102-5/102-10/102-45

Energy storage

in the Canary Islands

100..

KW REINCAN
?

RED ELECTRICA
INFRAESTRUCTURAS EN CANARIAS

8 -
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ENVIRONMENTAL

DEVELOPMENT

Innovation,
financing and risk
reinsurance

|
100..

= RED
-3 eELEcTRICA
f FINANCE

9 RED
:’“ ELECTRICA
FINANCIACIONES

REDCOR

REASEGUROS

o
elewvit
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Our mission is focused on
guaranteeing the electricity
supply and connectivity
Incorporating criteria
based on sustainability
and neutrality.
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Socio-economic and
regulatory environment

Macroeconomic environment

- The global economy rebounded in the third
quarter, following the sharp slowdown
observed with the implementation of pandemic
containment measures and positive news
about the development of several vaccines
against COVID-19, partly improving the
estimate of global GDP growth in 2020
compared to previous estimates to around
-3.5%. This slowdown is conditioned by the
heterogeneity of the response to the pandemic
in different countries, as well as uncertainty
about the time needed to vaccinate the general
population and should therefore be treated
with caution.

The fall in oil demand as a result of the health
crisis caupled with the price war between Saudi
Arabia and Russia caused a historic plunge in
the price of oil, bringing the average price of
Brent crude oil to USD 42.73/barrel in 2020,
33.6% lower than in 2018. However, what should
have been a positive boost for net oil-importing
econamies has not been reflected due to the
devastating effects of the pandemic.

- Monetary policy action on a massive scale has
played a significant role in containing the impact

O
il

| =

EVOLUTION OF
GLOBAL GDP IN 2020

THE UNCERTAINTY THAT EXISTS
SURROUNDING THE PANDEMIC

DEVELOPMENT

of the deep contraction in economic activity.
These policies have been complemented

by the measures adopted by governments,
including, most notably, the granting of public
guarantees for carporate financing and the
promation of temporary furlough schemes to
reduce costs at times when it has not been
possible for them to operate, which, to a
certain extent, has made it possible to offset
the conditioning factors mentioned in the
previous paint.

- In addition, most governments at an

international level have approved economic
stimulus plans to reactivate the economy,
focusing a significant part of the investments
on the development of the energy transition
and digitalisation. In this regard, the
European Union agreed on an exceptional
temporary recovery instrument known as
Next Generation EU for an amount of 750
billion euros. The funds can be used to grant
repayahble loans of up to 360 billion euros
and non-repayable transfers of up to 390
billion euros. The two largest instruments of
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the Next Generation EU are the Recovery and
Resilience Facility (RRF] (672.5 billion euros)
and the REACT EU Fund (47.5 billion euros].

- The latest forecasts project an improvement

in global growth rates for 2021, which

is expected to increase to 5.5%, under

the assumption that the epidemiological
situation will not worsen in the coming
quarters. However, these forecasts stress that
uncertainty is high.

2 3 q 5
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Spain

- After a year of some uncertainty and political
stalemate, with the repetition of general
elections, the beginning of 2020 has been
accompanied by an unblocking of the political
situation in Spain, with the formation, for
the first time ever, of a coalition government
[PSOE-Unidas Podemas]. The ability to
govern has not been easy due to complicated
parliamentary arithmetic, however, it has
been possible to approve the General State
Budget Law for 2021, which incorporates
a first tranche of recavery funds fram the
European Union, from which it is expected to
receive approximately 72 billion euros in direct
subsidies for Spain for the period 2021-2023,

The outlook for the Spanish
economy is highly uncertain,
mainly linked to the course of the

pandemic, which has resulted in a
decrease in the Spanish economy
(GDP] of -11.0% in 2020.

6 7 8

DECARBONISATION RESPONSIBLE CONTRIBUTION ANNEXES

OF THE ECONOMY VALUE CHAIN

of which B0 billion euros comes from the
Recovery and Resilience Facility (RRF) and

12 billion euros from the REACT-EU fund. In
addition, it will have access to 80 hillion euros
in loans from the RRF.

« The outlook for the Spanish econamy is highly

uncertain, mainly linked to the course of the
pandemic. The National Statistics Institute’s
latest forecast on Gross Domestic Product
(GDP) estimates a decrease in the Spanish
economy of -11.0% in 2020.

« The growth forecast for Spain stands at 5.9%

in 2021 and 4.7% in 2022.
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Energy environment

Spain

- The energy environment in Spain has been
marked by the COVID-19 epidemic. Firstly, the
variation in the annual demand of the national
electricity system for 2020 registered a fall of
5.6% compared to the previous year.

- On the other hand, the seriousness of the
economic and health crisis has made it
necessary for the Government to urgently
legislate an the different sectars affected. Thus,
for the electricity sectar, various Royal Decree-
Laws have been approved that have sought to
alleviate the effects of the pandemic on said
sector, such as Royal Decree-Law 11/2020, of 31
March, adopting additional urgent measures in
the social and economic sphere to deal with the
COVID-18 crisis. It establishes a series of actions
in the electricity sector for the protection of
consumers, the self-employed and SMEs, which
have had an impact on the billing of electricity
connection charges.

For its part, Royal Decree-Law 30/2020, of

29 September, on social measures in defence

of employment, redefines a new category of
consumer cansidered vulnerable faor the purposes
of receiving the discount electricity rate

(bono social].

+ The main regulation regarding the electricity
sector was Royal Decree-Law 23/2020, of 24
June, which approved measures in the field
of energy and in other areas for economic
recovery, the objective of which is to create
a regulatory framewark that favours the
development of sustainable investments to carry
out the energy transition. This regulation also
partially transposes Directive 2019/944 on
common rules for the internal electricity market,
incorporating legal entities into our regulatory
framewark that it did not previously include,
such as the owners of energy storage facilities or
independent aggregatars, and has accelerated
the creation of a new remuneration framework
for renewables, based on energy price auctions,
expanded on in Royal Decree-Law 960/2020,
of 4 November regulating the economic regime
of renewable energy for electricity generation
facilities.

of 4 December, was published, approving certain
aspects of the auction mechanism and an
indicative calendar of the expected capacity by
technology to be auctioned in the 2020-2025
horizan.

As one of the requirements to access the EU
funds indicated above, the Government presented
the Recovery, Transformation and Resilience
Plan, in Octoher 2020, which consists of four
cross-cutting axes, one of them being the

In relation to the foregoing, Order TED/1161/2020,

DEVELOPMENT
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ecological transition and another the digital
transformation. This plan includes, amaong its
measures, the deployment and technological
updating of transmission grids, the development
of demand-side management and energy storage,
the promotion of renewable hydrogen and its
sectoral integration.
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GROUP GOVERNANCE

- In addition to the aforementioned regulations
derived from the crisis caused by COVID-19, at
a national level and in order to comply with the
provisions of the Regulation 2018/1999 on the
Governance of the Energy Union and Climate
Action, Spain has proposed its contribution to
the energy and climate targets set for the EU
as a whole for 2030 in the Integrated National
Energy and Climate Plan (NECP] presented in
March. In October, the NECP was evaluated by
the European Commission, which considered
the targets set for 2030 to be sufficient: 23%
reduction in CO, emissions, 42 % of renewables
in the final generation mix and 39.5% in terms
of efficiency.

On the other hand, on 139 May, the Council of
Ministers of the Spanish Government approved
the draft Climate Change and Energy Transition
Law, passing it to Parliament for processing as a
law that seeks to set climate targets in Spanish
legislation that make it possible to meet the
commitments agreed to in the Paris Agreement,
as well as the targets of climate neutrality

in 2050.

In line with the climate neutrality targets,

the Government approved the Long-Term
Decarbaonisation Strategy, which sets out the
path to achieve climate neutrality, which will
enable a 90% reduction in greenhouse gas (GHG]
emissions by 2050 compared to 1990, with the
remaining 10% to be absorbed by carbon sinks.
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- For its part, the National Commission on Markets
and Competition (CNMC) approved Circular
3/2020 of 15 January, which establishes
the methodology for calculating electricity
transmission and distribution network tolls, the
application of which has been delayed to April
2021. This circular is relevant as it is the first time
that the CNMC has set the structure and amount
of access tariffs, once this responsibility, which
previously belonged to the Ministry of Ecological
Transition and Demaographic Challenge, has been
transferred.

In 2020, it is also warth highlighting, due to
its relevance for Red Eléctrica de Espafia, the
progress in the approval process of the 2021-
2026 Transmission Grid Planning, which has
already successfully passed the Study and
Proposal phases.

In addition, Law 9/2020 has been approved,
which regulates the regime for trading
greenhouse gas emission allowances, to
introduce the new features for the 2021-2030
period foreseen in Directive 2018/410 and adapt
it to the new emission reduction targets that the
EU has set itself as a contribution towards the
Paris Agreement.
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On the other hand, at a national level, it is warth
mentioning the publication of the Hydrogen
Roadmap, which establishes targets of 4 GW
of installed electrolysis power capacity by

2030 [between 300 and 600 MW by 2024], and
25% of industrial hydrogen consumption from
renewable sources.

Lastly, within a national context, it is warth
noting the publication on 27 October of the
National Green Infrastructure Planning and
Ecosystem Restoration Strategy, one of the
aims of which is to promote the creation of
transport, energy and telecommunications
infrastructure netwarks that do not cantribute
to the fragmentation of hahitats, and which
can be compatible and integrated into the
Green Infrastructure of the territory, taking it
into consideration in the design, construction,
operation and elimination phases of
infrastructure, especially in those areas linking
transport infrastructure.

Europe

- Despite the pandemic, at a European level, EU
entities have continued with the processing of
the various propaosals contained in the European
Green Deal, which was formally presented
on 11 December 2018. Amaong the main
regulatory proposals submitted by the European
Commission, the following should be highlighted:
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- The proposal for a European Climate Law
submitted by the European Commissian,
which sets the EU’s 2050 target regarding
carbon neutrality. This draft legislation also
initially envisaged increasing the target for
reducing greenhouse gas (GHG]) emissions
from the current goal of reducing the levels
registered in 1990 by 40% to a new target
of at least a 55% reduction. For its part, the
European Parliament has proposed a more
ambitious target of at least 60 %. In this
regard, the European Council, at its meeting
on 11 Becember 2020, agreed to set a
binding emission reduction target of 55%,
urging the co-legislators [Parliament and
Council] to reach an agreement reflecting
this 55% target in the new European
Climate Law.

- The revision of Regulation 347/2013 (TEN-E]
on Trans-European Electricity Networks
directives in order to ensure an adequate
regulatory framework on key infrastructure
to achieve the EU’s 2030 and 2050
decarbonisation targets, while contributing
to sector and market integration, security of
supply and competition.

- In addition to these regulatory proposals as

part of the European Green Deal, a number
of strategies have also been put forward that
influence the roadmap for EU energy palicy in
fundamental sectors such as:

- The EU Hydrogen Strategy, which aims to
explore how clean hydrogen can contribute to
reducing carbon emissians, while helping the
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European Union recover from the economic
impact of COVID-18.

- The EU Strategy for Energy System
Integration, which seeks to link the various
energy carriers - electricity, gas, among
others, - with each other and with
end-use sectars, such as buildings,
transport or industry in order to reduce
GHG emissions by replacing fossil fuels
with renewahle energy.

- The EU Strategy for Offshore Renewable
Energy, which proposes a roadmap for
making renewables a central element
of the electricity system by 2050.

Lastly, it is impartant to highlight the publication
of Regulation 2020/852, of 18 June 2020

of the European Parliament and of the Council,
regarding the estahlishment of a framework

to facilitate sustainable investments (also
known as the ‘Taxonomy Regulation’), the
objective of which is to establish the criteria

to determine whether an economic activity can
be classified as environmentally sustainable in
order to establish the degree of environmental
sustainahility of an investment. This Regulation
is pending regulatory development through

a proposal for an EC Delegated Act (in process).
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the goal of
achieving
carbon
neutrality in
the European
Union by 2050.
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in other countries

- In reference to the regulatory environment
applicable to Chile, notewaorthy is the enactment
of Supreme Decree No. 37 of the Ministry
of Energy, which approves the Regulation
of Transmission Systems and Transmission
Planning, which has naot yet completed its
administrative processing stage (it is currently
being processed by the Office of the Comptroller
General of the Repuhlic). The Decree establishes
the regulation of open access to transmission
facilities and, in particular, the possihility of
access to fibre optic data transmission by
interested third parties (particularly electricity
generation companies).

With regard to national regulation in Peru, on 20
June 2019, Supreme Resalution No. 006-2019-
EM was published, by which the Multi-sectar
Commission faor the Reform of the Electricity
Subsector (CRSE] was created, to review and
adjust the current regulatory framework, in
order to optimise the efficient development

of the Peruvian electricity market aligned with
international standards and best practices,

and thereby ensure the sustainability of the
Electricity Subsector.

- In the first quarter of 2022, a technical
document is expected to be published that
contains institutional legislative proposals
and regulatory reforms that promote
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modernisation and resolve the challenges
encountered in the electricity industry.

These changes in the regulatory framework
are aimed at ensuring there is sufficient
generation, as well as the incorpaoration of
renewable energy, smart metering, distributed
generation, demand-side management and
the harmonious development of the electricity
and natural gas sectors.

- In the specific case of the transmission
sub-sectar, the following issues will be
addressed: (i) expediting the enlargement
of the electricity transmission system:; (ii)
efficiency and transparency in transmission
grid access; (iii) simplification of
remunerative schemes; and (iv] international
interconnections.

§

- With respect to Brazil’s regulatory framewaork,
the most noteworthy regulatory developments
have been marked by COVID-18. In this regard,
ANEEL [Agéncia Nacional de Energia Eletrica]
published, among others, resolution ‘Despachao’
no 1.106/2020, which indicates a seasonal
impact an the recognised annual revenues for

ry
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the 2020/2021 cycle. On the other hand, in June, Telecommunications and

through Resolution no 8.926, ANEEL authorised technological innovation environment
the postponement of the commissioning of

certain transmission grid projects for 4 months. Spain

- Telecommunications activity is regulated by the
General Telecommunications Act 9/2014, of 9
May, and by Royal Decree 330/2016,

on measures to reduce the cost of deploying
high-speed electronic communications
networks.

+ At a European level, of note is Directive

2018/1972/EU establishing the European
Electronic Communications Code which
recasts the European regulatory framewaork

on telecommunications (Directives 2002/19/
EC; Directive 2002/20/CE; Directive 2002/21/
CE, Directive 2002/22/CE and Regulation
1211/2009 establishing the Body of European
Regulators for Electronic Communications
(BEREC) and introduces some minor
madifications. As a result of this new regulatory
framewark, and in view of the need to transpose
said Directive into the national legal system (by
December 2020, according to the Directive),
the Ministry of Economic Affairs and Digital
Transformation [MINECO] launched a prior
public consultation on the need to amend

the current General Telecommunications

Act or whether on the contrary, to opt for the
drafting of a new General Telecommunications
Act that transposes the provisions of the
aforementioned Directive [consultation
canducted from 6 March to 8 April 2019).
Lastly, on 11 September 2020, said Ministry
published on its website the preliminary draft
of the General Telecommunications Act and its
Regulatory Impact Analysis Repart for public
consultation.
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Strategic plan

In February 2021, the Board of Directors
approved the new 2021-2025 Strategic Plan

of the Red Eléctrica Group. This plan is based 2 U 21 - 2 U 2 5 \ N A 8
on three fundamental pillars: maximum Strategic < ¢

engagement with the energy transition, boosting
connectivity solutions and the consolidation PI an o f %
of its |rllternat|o'na| business. The Refj Electnc? th e R e d N

Group is committed to a plan that will enable it ’ . .
to play a key role in vital processes such as the E ectrica %
energy transition and the reduction of the Gro up
digital divide.

M
N

The 2021-2025 Strategic Plan seeks to priaritise

. Make the energy
the development of the energy transition in transition possible
Spain in an efficient way, promoting the growth s in Spain v
achieved in the field of telecommunications
and consolidating the Group’s activity abroad, 5
guaranteeing the financial sustainability of
the Group, innovation, talent and sustainahility >
as the basis of the corporate culture and
generating positive impacts through alliances
with the sacial environment and with companies v 2
in the sector. 9 “ ‘
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Making the energy
transition a reality

in Spain

The Red Eléctrica Group is a key player
in the ecological transition for the mass
incorporation of renewables into the
electricity system. In this regard, the
Company will focus its efforts on:

- Developing infrastructure necessary far
the energy transition.

- Designing, building and operating energy
storage infrastructure.

- Operating a more complex, dynamic and
digital electricity system.

Boosting connectivity

Telecommunications are a key element in
advancing towards greater connectivity
in an increasingly interconnected world
with greater data needs. In this regard,
the Red Eléctrica Group will facilitate this
connectivity through the following key
courses of action:

- Boosting the satellite business as a lever

to reduce the digi