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Commitment to sustainability

Red Eléctrica is the only company in its sector that
has maintained its continued presence, for the last
four years, in the Dow Jones Sustainability World
and Dow Jones Sustainability Europe Indexes.
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STAKEHOLDER
MANAGEMENT

The main objective of the
Red Electrica Group is to
estahlish a lasting relation-
ship, based on trust, with
the stakehalders impacted
by the Company’s services
ar activities, and those
whaose opinions and deci-
sions influence the financial
results or have an impact
an its reputation.

For the third consecu-

tive year, the Group has
reached the highest scare
(100 points out of 100) for
its excellent performance
and its commitment to its
stakehaolders in the evalua-
tion that determines which

companies form part of the
Dow Jones Sustainability
Index.

LEADERSHIP

IN SUSTAINABILITY

The Group’s performance
in terms of sustainahility

is subject to continuous
scrutiny by specialised
evaluation agencies. The
Company’s continued pres-
ence in prestigious global
indexes and the recogni-
tions received in the field
of sustainahility show the
Company’s excellent level
of engagement and its firm
commitment to accounta-
bility and transparency.
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SUSTAINABLE
DEVELOPMENT GOALS
(SDGS)

The Red Eléctrica Group

is actively working on the de-
velopment of a large number

of actions within the frame-
work of the 2030 Sustain-
ability Commitment that
cantribute positively to the
achievement of the SDGs.

In 2018, the Company carried

out a process of identification
and prioritisation of the most
relevant SDGs for the Group in
the countries and sectors of
activity in which it operates.

SDGs OF HIGH RELEVANCE FOR THE GROUP

Red Electrica actively participates in the transition towards a new energy model, that is more
competitive and sustainable, as it is a key agent for ensuring that aspects such as the development
of the transmission grid and interconnections, the efficient integration of renewable energy and the
management of electricity demand are carried out successfully in the Spanish electricity system.

The development of the activities of Red Eléctrica, as a Spanish company in the IBEX 35, primarily acting
as the transmission grid operator of the Spanish electricity system, contributes to the economic growth
of the country, generating quality employment and creating jobs, as well as contributing shared value

ta the economic, environmental and sacial progress of the environment in which the Company operates.

Red Eléctrica contributes to the construction of reliable, sustainable, resilient and high-quality
infrastructure and does so seeking to maximise its integration into the environment and ensuring its
comprehensive security. Similarly, the Company is developing a digital transformation strategy, which
will signify a step towards the digitalisation of its activities and services.

Since 2011, Red Eléctrica has declared its voluntary commitment to the fight against climate change,
defining and approving its climate change strategy and establishing an action plan in this field. Similarly,
the Company is a key agent in the transition towards a new energy model that is essential in order

to combat climate change.

Red Eléctrica generates an impact on the marine ecosystems in which submarine interconnection
facilities are built. With the objective of minimising this impact, the Company has criteria for the
preservation and protection of marine ecosystems when carrying out interconnection projects,

in addition to developing recovery projects for Posidonia oceanica seagrass meadows.

The main environmental impacts of Red Eléctrica are those that are derived from the presence

of facilities in the territory. Therefore, the Company warks intensively to fully integrate these facilities
into the environment and inta the territories in which its facilities are located, taking into consideration
the full life cycle of facilities and paying special attention to the conservation of biodiversity.

SDGs OF MEDIUM
RELEVANCE FOR
THE GROUP
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N ! o model.

We proactively carry out our
business management based on
a culture of innovation as a lever
for growth and value creation.

SUSTAINABILITY
OPPORTUNITIES

INNOVATION
MANAGEMENT

TRANSFORMA-
TION OF THE
RED ELECTRICA
GROUP
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Anticipating change and Taking action

Sustainability
opportunities

Within the 2030 Sustainability
Commitment, the Red Eléctrica
Group has identified a series of
global challenges and opportu-
nities that define the roadmap
for the coming years.

The fight against climate chan-
ge is one of the main challen-
ges that offers the opportunity
to advance towards a mare
sustainable energy model.

To a large extent, it is all about
promoting the electrification of

the economy, a vector that will
enable the polluting emissions
to be reduced, mare renewa-
ble energy to be integrated
and it will also allow the im-
provement not only of energy
efficiency but also of the air

in our cities by fostering elec-
tric mobility.

In this regard, the need to
increase the share of renewa-
ble energy in the electricity
system through the connec-

tion of new facilities and the
optimisation of their mana-
gement, together with the
enhancements necessary

to improve the efficiency and
flexibility of the electricity
system, represent a clear need
for new investment. Therefore,
this represents a business
opportunity for the Company
in terms of the development
of mare maodern electricity
infrastructure equipped with
smarter technology.
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the Sustainable
Development
Goals.
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Risk
management

The
Comprehensive
Risk Management
System facilitates
the fulfilment

of the strategies
and objectives

of the Group.

The Red Eléctrica Group
has a Comprehensive Risk
Management System in

Risk structure 2018

Type of risk
%

12

24 STRATEGIC
64 DPERATIONAL
12 FINANCIAL

place that facilitates the
fulfilment of the Group’s
strategies and ohjectives,
ensuring that risks that
could affect them are iden-
tified, analysed, assessed,
managed and controlled
systematically, with uniform
criteria and within the level
of acceptable risk approved
by the Board of Directars.

In addition, the Group has a
Comprehensive Risk Mana-
gement Policy and a General
Procedure for Compre-

Distribution of risks by category
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hensive Risk Management
and Control, which sets the
level of risk considered to
be acceptable and provides
specific action guidelines
for managing and mitigating
the different categaries of
risks, including tax risks.

Following the risk analysis
performed by the Red Eléc-
trica Group, the latest Risk
Map identifies 120 risks,
which are shown below by
risk category:

REGULATORY FRAMEWORK ~ e ] 9

BUSINESS e G

SUSTAINABILITY AND GOOD
GOVERNANCE

ASSETS PLANNED AND / OR IN PROGRESS

15

ASSETS IN SERVICE

INFORMATION SYSTEMS

PEOPLE AND ORGANISATION == 3

COMPLIANCE

MARKET

SOLVENCY

COUNTERPARTY

INSURANCE

40
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Anticipating change and Taking action

The risk management system includes the monitoring
of more than 500 action plans aimed at reducing the
level of risk and more than 300 performance indicators
to monitor their evolution.

Noteworthy actions
in2018

- Review of the methodology
for measuring the impact
of reputational axis.

- Analysis and redefinition
of the structure and
reporting of the Group’s
risks.

- Deployment of the
risk management office in
investment projects.

- Evolution of the methodology
for quantifying the impact
on the electricity supply.

www.ree.esfen

MONITORING AND
CONTINGENCY PLANS

In the process of identifica-
tion, analysis, assessment
and cantrol of risks, the
necessary actions are esta-
hlished to reduce the level
of risk and bring it to the
acceptahle risk value.

In this regard, the Company
has contingency plans that
govern various crisis situa-
tions that could potentially
arise in the event of an
electrical incident (in order
to guarantee the security
of supply), or of a non-
electrical nature that could
affect the environment,

people, the operational as-
pects of the Company, the
availability of its systems,
the business results ar any
ather event with an impact
an the reputation of the
Company.

In addition, in 2018, the
Company progressed in

the development of the
Business Continuity Plan
with the aim of planning the
necessary procedures to be
able to respond adequately
to a disaster, crisis or emer-
gency situation, from the
moment in which it occurs,
until the moment it returns
to narmal.

Sustainability Report 2018 | SUMMARY

Innovation

The Innovation
Strategy extends
to all areas

of the Group’s
activity.

The Red Eléctrica Group
remains committed to
promoting innovation as

a lever for growth and
efficiency by incorporating
technologies, solutions
and new ways of working
that promote and facilitate
a cultural change in the
Group in aorder to tackle fu-
ture challenges and for its
long-term sustainahility.

For this, the Company

has in place its 2016-2019
Innovation Strategy aimed
at spreading innavation

to all areas of business
activity, focusing mainly
on four vectors: people,
digitalisation, technology,
sustainahility and social
innavation.

Innovation Strategy

People

» Boosting innavation.

» Healthy workplace.

- Digital transfarmation.

Sustainabhility

and social innovation

» Environmental management

- Biodiversity and Natural
Capital

» The fight against climate
change

+ Social acceptance of
facilities/infrastructure.

Digitalisation

- Digital transformation.

- Optimisation of systems.
- Cybersecurity.

+ Virtualisation.

Technology

- Disruptive research.

- Discontinuous innovation.

- Automatisation and robotics.

- The state of the equipment
and facilities.

- Taking advantage of new
resources.
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Anticipating change and Taking action

Over the last three years, the average
investment in innovation projects stood

at 9.37 million euros per year.

The commitment of the
Red Eléctrica Group to
innavation is evidenced by
the investment in a portfo-
lio of projects sustained in

recent years. During 2018,
the Company had 86 inno-
vation projects underway.

Grid2030 Innovation programme

Multi-year collaborative
innovation programme, a
pioneering initiative in Spain,
which explores innovation of

a technical or socio-economic
nature related to the operation

and transmission of electricity.

Together with other actors of the
sectar (researchers, start-ups
and companies), we anticipate
the future of electricity systems,
identify the associated challenges
and accelerate the development
of disruptive technological
solutions.

Significant projects

BEST PATHS - European project to overcome the technical barriers
that the current pan-European electricity grid may
encounter when attempting to integrate massive
amounts of energy from renewable sources safely.

MIGRATE + Project aimed at improving the understanding
of the behaviour of the electricity system with a high
penetration of devices based on power electranics.

SUSTAINABLE

- Technical validation of the substitution of mineral

TRANSFORMER  oil used as an insulating and cooling element in
transformers for a biodegradable vegetable oil
that is more sustainable and respectful with the

environment.

VEGETA - Methodology to optimise the plan for managing
the treatment cycle of the vegetation growing within
the security corridors of lines.

www.ree.esfen
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INNOVATION

PROJECTS
underway
during 2018
Innovation
expenditure
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== |nnovation expenditure [ME]
== Number of projects
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Transformation

of the Red Eléctrica

Group

The Red Eléctrica Group un-
derstands digital transforma-
tion as the process of chan-
ging operations, business
models and ways of working,
in order to add mare value
through the development of
new digital technologies.

In this regard, the Company
has a digital transforma-
tion strategy, aligned with
its Strategic Plan, which
makes it possible to address
the changes faced by its
sectar of activity and whose
objectives are: impraving
operational efficiency, the
development of new business
models and the adaptation
of human capital to the digi-
tal environment.

The digital transformation
strategy is structured an
three interrelated axes:

CULTURAL
CHANGE

DATA
EFFICIENCY
i TEEHANN[]DL[]GY
BUSINESS GOVERNANCE

One of the objectives of the
Group’s digital transformation

is to promote a cultural change

in human capital to improve its
efficiency within a digital company.

IMAGINA, cultural axis for transformation

Imagina is a project for
transforming ways of
warking, through cultural,
technological, process and
spatial initiatives, which are
driven by the figure of the
Imagineers.

1 N

People CULTURAL

/ 2

Working environment

TRANSFOR-

3 MATION

Digitalisation Q

q

\% Ways of working

Maving towards an adaptive organisation
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Red Eléctrica is a key agent

in taking on the challenges

of decarbonisation and helping

to accelerate the energy transition

towards a more effi
sustainable model.
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Climate change is a global
challenge that is a high
priority on the international
agenda. The ohjective is

to make economic growth
compatible with the reduc-
tion of greenhouse gases
(GHG), in the medium and
long term, in arder ta limit
the global warming of the
planet.

In this context, the Red
Eléctrica Group takes an
the following commitment
as one of its sustainability
priorities.

DECARBONISATION
OF THE ECONOMY

ENERGY
TRANSITION

AND CLIMATE
CHANGE

Be a proactive
agentin the energy
transition towards

a zero-emission
model, advocating
for the electrification
of the economy and
the efficient inte-
gration of renewa-
ble energy, through
a robust and better
interconnected grid,
as well as through
the development and
operation of energy
storage systems.

INTEGRATION -
OF
RENEWABLES

SUSTAINABLE
DEVELOPMENT
OF THE

TRANSMISSION
GRID

GRIDS AND
DEMAND-SIDE
MANAGEMENT

REDUCTION
OF THE
CARBON
FOOTPRINT

35
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Decarbonisation of the economy

Energy transition

and climate change

The Red Eléctrica Group
gears all its actions towards
making the European Union’s
commitment to energy targets
and the fight against climate
change a reality, and thus
contribute to an acceleration
of the energy transition that
favours the change towards
a more sustainable and effi-
cient model.

Since 2011, the Company
has demanstrated its firm
stance on climate change.

A commitment that is ma-
terialised in the 2015-2020-
2030 Climate Change Action
Plan, and which was updated
in 2018, with the purpose

of introducing more amhitious
targets in terms of emission
reduction.

TRANSITION TO A NEW
ENERGY MODEL
KEY ELEMENTS

Electrification

of the

gconomy )

— !VlaX|mu[n
integration

of renewables

Energy
efficiency

‘ Security of supply

www.ree.esfen

Climate Change Action Plan

Contribution to a sustainable
energy model

- Develop new electricity
infrastructure to facilitate the
electrification of the ecanomy,
connect new renewable power
capacity and provide electrical
pawer for the railway network.

- Achieve the maximum
integration of renewable
energy.

- Contribute to greater energy
efficiency through demand-
side management measures.

Positioning and
dissemination of knowledge

- Involve stakeholders in the
commitment to fight climate
change through:

+ Actions aimed at raising
awareness on how the
electricity system works.

- The promotion of demand-
side management measures
and energy efficiency.

Reduction of the carbon
footprint

+ Reduction of SFg gas emissions.

- Reduction of electricity
consumption and its associated
emissions.

- Improvement in the efficiency
of sustainable mobility.

- Involvement of the supply chain,

greater efficiency in the design
of facilities and the offsetting
of emissions.

Adaptation
to change

» Identify and evaluate both
the risks and the opportunities
arising from climate change
and develop actions based
on this analysis aimed at
mitigating their effects.

Sustainability Report 2018 | SUMMARY

Integration of

renewable energy

For yet another year, Red Eléctrica’s
Control Centre of Renewable Energies
has helped maximise the safe
integration of renewable energy

into the electricity system.

The core mission of elec-
tricity system operation is to
guarantee the security and
quality of the electricity sup-
ply, maximising the integra-
tion of renewahle energy.

In order to make the high
penetration of renewable en-
ergy in the electricity system
compatible with the security
of supply, Red Eléctrica has
the Contral Centre of Renew-
able Energies (CECRE].

During 2018, renewable
energy sources represented
40.1% of the total energy
generated in the peninsular
electricity system, 6.3 per-
centage points up on 2017.

In line with previous years,
noteworthy has been the im-
portant share of wind gen-
eration, whose cantribution
to total energy production
reached 19.8 %, which places
this technology in second

RENEWABLE
ENERGY

40.1

%

share in the
peninsular electricity
generation mix

Peninsular electricity
generation with
renewable energy
%

42.8
36.9
40.8
337
401

2014 2015 2016 2017 2018

(1] ] Includes: hydro, wind, solar
photovoltaic, solar thermal, other
renewable and renewable waste.



38 Decarbonisation of the economy

The construction
of the Chira-Soria
hydroelectric
power station will
be an essential
tool to advance
towards the
sustainability

of the new energy
model in the
Canary Islands,
improving
security of
supply.

place in the contribution to
demand coverage, behind
anly that of nuclear power.

ENERGY STORAGE

In order to improve the
guarantee and security of the
system and the integration
of renewahle energy, Red
Eléctrica is developing and
carrying out several projects
aimed at energy storage,
canceived as a tool for the
system operatar that helps

www.ree.esfen

C—
WIND POWER
GENERATION

19.8

V72

share in the
peninsular electricity
generation mix

CHIRA-SORIA
POWER STATION

This pumped-storage
hydroelectric power
station will have a
power capacity of

200 MW, a figure that

represents 36 % of the

current peak demand

of Gran Canaria.

aptimise the efficiency of the
electricity system.

The Chira-Soria
pumped-storage
hydroelectric power
station (Gran Canaria)

The construction of this
power station between the
reservoirs of Chira and Soria
will be an essential toal to
advance towards the sus-
tainability of the new energy
madel in the Canary Islands,
since, in addition to improv-
ing the security of supply, it
will enable a greater develop-
ment of renewahle energy on
the island of Gran Canaria.

Other energy

storage projects

- ALISICS. Project aimed at
maximising the integration
of renewables on the island
of Tenerife through the im-
plementation of a pawer-in-
tensive electricity storage
system with a power of
25 MW and a capacity of
6.25 MWh.

- ALMACENA. Electrochemical
energy storage solution to
improve the efficiency of the
electricity system, consist-
ing of a lithium-ion hattery
with a power of 1 MW and
a capacity of 3 MWh.

Sustainability Report 2018 | SUMMARY

Sustainable
development

of the
transmission grid

The development
of transmission
grid
infrastructure

is carried out

in accordance
with that

set out in

the current
Infrastructure
Planning [2015-
2020]), which is
binding in nature
for Red Eléctrica.

The electricity planning
includes the projects of new
electricity infrastructure
necessary to guarantee the

CORNERSTO
T HE
TRANSMI S
|
Security
of supply

N\ A

ﬁ-—o

-_mZ
O rm

supply nationwide, taking
into cansideration economic
efficiency and enviranmental
sustainability.

§ / 0OF
ECTRICITY
N GRID
PLANNINGEG

Environmental
sustainability

efficiency
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40 Decarbonisation of the economy

Red Eléctrica has made an investment of
378 million euros in new electricity transmission
infrastructure that guarantees supply nationwide.

A

~
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NEW CIRCUIT

LINE
IN 2018

271

and 149 new
substation bays

Investment in the
transmission grid

M€
1 @ o
© = !
[+2] =]
™ T ~
(3]

2016 2017 2018
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TRANSMISSION GRID
CONSTRUCTION

In 2018, investment in the
transmission grid primarily
responded to security

of supply, the resolution
of technical constraints,
intercannections between
electricity systems and
providing electrical power
far the high-speed train.

Throughout 2018, 277 km
of new line and 149 new
substation bays were
cammissioned, and the
transformer capacity was
increased by 2,592 MVA,
with an overall total invest-
ment in the transmission
grid of 378 million euros.

Sustainability Report 2018 | SUMMARY

SERVICE QUALITY

Far yet another year, Red
Eléctrica’s service quality
indicators show the high
level of security and quality
of supply provided by its
facilities, as reflected in the
availability rates of not only
the peninsular grid but also
those of the Balearic Islands
and the Canary Islands.

This is achieved, in part,
through the efficient appli-
cation of sustainable, smart
and responsible maintenance
policies regarding the trans-
mission grid facilities.

Transmission grid

infrastructure
Total
km of line 44,069
Overhead line (km) 42,243
Submarine cable (km) 835
Underground cahble (km) 992
Substation bays [n°) 5,750
Transformer capacity (MVA] 86,846
Peninsular and non-peninsular cumulative data as at 31 December 2018.
Provisional data pending audit
Service quality
Transmission grid availability rate
| % |
2016 2017 2018
Peninsular transmission grid 98.31 98.28 98.13
Balearic Islands transmission grid 96.93 97.84 96.80
Canary Islands transmission grid 98.06 98.12 98.45

Provisional data pending audit.

HIGH
DEGREE

OF SECURITY
AND QUALITY

of the supply
provided by
electricity
facilities

RED ELECTRICA

manages around
44,000 km of

electricity line
nationwide.
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Decarbonisation of the economy

Smart grids and

demand-side
management

Red Eléctrica continues
working actively on the pro-
motian, development and
dissemination of initiatives
that allow the current elec-
tricity grid to evolve towards
a smarter transmission grid
that will enable the energy
transition to take place.

Faced with the challenge
of maintaining security of
supply in a decarbanised
electricity system, Red Eléc-
trica promotes continuous
improvement, innovation
and communication initia-
tives with its stakeholders
that pave the way towards
a smart grid and helps us
anticipate solutions, in dif-
ferent fields, and which are
currently already shaping
the electricity grid of the
future.

CECOVEL
(CONTROL CENTRE FOR
THE ELECTRIC VEHICLE)

This control centre of
Red Eléctrica enables
the monitoring and
control of the electricity
demand for the charging
of electric vehicles.

Smart grids: classification of projects

and initiatives

Advanced monitoring
and control

Increasing the monitoring
of system parameters for
improved operation.

Electric vehicle

Solutions that facilitate the
integration of electric mobility
into the system via smart
charging.

Optimised management and
operation of assets

Development of new solutions
that allow the management and
operation of smart grid assets
to be optimised.

Smart meters

Promoting this initiative so that
consumption data reaches the
consumers and other system
users in order to carry out a
mare efficient management

of the system.

New solutions
for the grid

Incorporation of new

types of assets into the
transmission grid that enable
its functionalities to be
supplemented and increased.

New analytical models

Development of new analytical
models to gain greater
knowledge and better predict
the necessary variables, based
on the information received
from the smart grid.

Telecommunications
and cybersecurity

Development of the
communication network, which
enables the smart grid, ensuring
the cybersecurity of the
connected network.

Energy storage

Incorporation of new energy
storage technologies to
integrate renewable energy,
guarantee supply and system
security.

Active consumer

Initiatives that facilitate
information, regarding the
electricity system, to consumers
allowing them to interactin an
active manner.

www.ree.esfen
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Reduction
of the carbon
footprint

In 2018,

the Company
redefined

its emissions
reduction
targets in order
to increase its

commitment in
the fight against
climate change.
The new global
target has been
approved by the
Science Based
Target initiative
[SBTi].

The Company redefined its
targets in this area in 2018,
committing to reduce its
emissions of scope 1 and 2
per MWh transported by 40%
in 2030 compared to 2015,
which in absalute terms
translates into a reduction of
30% for that same year. In
addition, a preliminary reduc-
tion target of 10%, compared
to the 2015 figure, has heen
set for the 2020 horizan.

CONTROL OF

SFg EMISSIONS

The main direct emissions
derived from the activities

of Red Eléctrica are those

aof sulfur hexafluaride (SFg).
This is a priority issue for the
Company and, therefore, it
has different courses of ac-
tion and research underway
aimed at a better handling
and control of the gas and the
reduction of leaks.

EFFICIENCY IN
ELECTRICITY
CONSUMPTION

One of the cornerstones

of the Company’s climate
change strategy is the com-
mitment ta the implemen-
tation of energy efficiency
measures at all levels. In this
regard, during 2018 there was

a reduction of 86.4% in the
emissions assaociated with
electricity consumption in the
work centres and 85 % of the
electricity consumed was of
renewable arigin.

SUSTAINABLE MOBILITY
Red Eléctrica has been wark-
ing for some years on the
optimisation of work-related
travel and the reduction of
emissions associated with
them, for which it has a Sus-
tainable Mability Plan in place
whaose main courses of action
are: impraving the energy
rating of the vehicles used,
the optimisation of business
trips and the rationalisation in
the use of private vehicles for
the daily commute.

OFFSETTING

EMISSIONS

In order to advance more
quickly in reducing the carbon
footprint, it is important to
work on ways of offsetting
emissions. In this regard, the
Company offsets its emis-
sions through the planting
of trees as part of the ‘Red
Eléctrica Forest’ project, in
addition to the offsetting
measures resulting fram the
purchase of 2,090 Verified
Carban Unit.
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The Red Eléctrica Group maintains its
commitments to extending its corporate
responsihility, based on transparency,
integrity and sustainabhility, to all
stakeholders that are related to the

develop
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Society now enjoys a level of
empowerment which allows
it to demand that companies
act more responsibly in the
way they do business. This
responsihility encompasses all
the activities carried out by a
company, including the man-
agement of its supply chain
and the relationship with its
customers and stakehaolders.

In this regard, the Red Eléctri-
ca Group takes an the follow-
ing commitment as ane of its
sustainability priorities:

RESPONSIBLE
VALUE CHAIN

CORPORATE
GOVERNANCE
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Extend our commit-
ment to responsibil-
ity to all links in the
value chain, ranging
from our own people
to suppliers and cus-
tomers, accomplish-
ing this through the
creation of alliances
and by basing it on
our governance and
integrity model.

ETHICS AND
COMPLIANCE

ECONOMIC
RESULTS AND

W\
oo | (N

SUPPLY
CHAIN

RESPONSIBLE
ENVIRONMENTAL
MANAGEMENT

CUSTOMER
FOCUSED
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Responsible value chain

Corporate
governance

The Red Eléctrica Group

has a robust and transparent
corparate governance sys-
tem, aligned with internation-
al best practices and recom-
mendations, and voluntarily
implements initiatives that go
beyond legal compliance, in
arder to strengthen commit-
ments and align its interests
with those of shareholders,
investors, markets and other
stakehalders.

Shareholder
structure

%

20 SEPI
66 FOREIGN INSTITUTIONS

4 SPANISH
INSTITUTIONS

10 MINORITY
SHAREHOLDERS

www.ree.esfen

Noteworthy actions in 2018

Effectiveness, efficiency
and professionalism

- Appointment of the new non-
executive Chairman of the
Board of Directors.

- Orderly succession of the
Chairman of the Company.

- Appaintment of two
proprietary directors with
extensive and praven
professional experience in
the activity sector of the
Company.

- Application, during the
financial year, of the induction
plan for new board members.

- Rearganisation of the
committees of the Board of
Directors.

- Updating contingency plans
for the succession of the
Chairman of the Board of
Directors and the CEO.

- Re-election of two
independent directors and
ratification of a proprietary
director at the Ordinary
General Shareholders’
Meeting, with an average
percentage of 96.9% of the
votes in favour.

- Assessment of the Board
of Directors with the
collaboration of an external
consultant.

Diversity

- Development of a new
individual skills and
competencies matrix far the
Board of Directors.

- Women represent 41.7 % of
the Board of Directors, one
of the highest levels in the
IBEX 35.

Commitment
to sustainability

- Creation of a new committee
within the Board of
Directors - the Sustainahility
Committee.

- New respansibilities assigned
to the Appointments and
Remuneration Committee
in its relationship with
employees.

Recognitions

- Recognition by the
prestigious publication
‘Ethical Boardroom
Magazine’ for excellence
in corporate governance.
The Company was included
among the leading European
companies receiving
an award in the Ethical
Boardroom Corporate
Governance Awards 2018.

Sustainability Report 2018 | SUMMARY
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Responsible value chain

B OARD 0 F
DI RECTU ORS

AS AT 31 DEC 2018

CHAIRMAN
Jordi Sevilla Segura

CHIEF EXECUTIVE
OFFICER

Juan Francisco

Lasala Bernard

EXTERNAL EXTERNAL PROPRIETARY
PROPRIETARY DIRECTORS

DIRECTORS

(SEPI)

2
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~
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Mercedes Real Carmen Gémez Maria José Antonio
Rodrigalvarez de Barreda Garcia Beato Gomez Ciria
Member of the Tous de Member of the Audit Chairman of the
Audit Committee Monsalve Committee Audit Committee

Chairwoman of
the Sustainability

Committee

and Lead

Independent

Director
Maria Teresa SECRETARY Socorro José Luis
Costa Campi OF THE Fernandez Larrea Feito Higueruela
Member of the BOARD OF Member of Chairman of
Sustainability Committee DIRECTORS the Appointments the Appointments

and Remuneration and Remuneration
Committee Committee

.y

Rafael Garcia Arsenio Alberto

Antonio Gémez

Expésito de Diego Barber Fernandez de Mesa Carbajo Josa
Member of the Non-Board director y Diaz del Rio Member of
Appointments and Member of the Audit the Sustainability
Remuneration Committee Committee

Committee
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Ethics

and compliance

Ethics and compliance for
the Red Eléctrica Group are
fundamental pillars for the
proper functioning of the
business activity. To this
end, it has a series of cor-
porate conduct rules that
establish the ethical values
and business conduct
guidelines

In addition, it has a com-
pliance system aligned
with best practices, whose
abjective is to ensure com-
pliance with the obligations

and commitments assumed,

in accardance with a proac-
tive management culture of
compliance risks.

Similarly, the Company has a
Human Rights Management
Model aligned with the Guid-

ing Principles on Business
and Human Rights of the
United Nations [UN].

Noteworthy actions in

- Design and implementation of

the data protection compliance

system.

- Designation of the data

protection delegate and creation

of the data protection advisory
body.

- Approval of the guide for the
management of conflicts of

interest of the management team.

- Creation of the consultative body

to deal with conflicts of interes

2018

- Design of a specific criminal
prevention compliance system
for the subsidiaries of the Red
Eléctrica Group in Latin America.

- Definition of a specific
methodology for the
identification and assessment
of compliance contraols.

- Development of the awareness
and dissemination plan
regarding the 2018 Compliance

t System.

I NT E G R I T M O0ODEIL 0 F
T HE R ELECTRITCA G ROUP
|
Code of Supplier Guide for the
Ethics Code of “#L Prevention
Conduct of Corruption:
NP Zero Tolerance
—
\ ][y
\ . \/ . @@M
N Compliance \ Criminal
N A .
System N Prevention
m @ r Compliance My
System
|
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Responsible value chain

Economic
results and
financial
soundness

During 2018, Red Eléctrica
showed stable growth, in
line with that established in
its strategic plan. The Com-
pany has achieved sound
results and has significantly
strengthened its main
solvency ratios, maintaining
a clear orientation towards
operational efficiency and
the constant generation

of value.

SHAREHOLDER

RETURN

In 2018, direct return to the
sharehalder in the form of
dividends grew by 7% com-
pared to the previous year.

The gross dividend to be
distributed is 0.9831 euros
per share. On 8 January
2019, a gross interim

Financial debt structure

%

FIXED VS. VARIABLE RATE

dividend pay-out of 0.2727
euros per share was made,
with 0.7104 euros per share
pending distribution.

SHORT-TERM VS. LONG-TERM

90 FIXED RATE
10 VARIABLE RATE

91 SHORT-TERM DEBT
9 LONG-TERM DEBT

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
stable outlook, and ‘F1"in the
short term.

Both rating agencies indicated
the predictahility and recurring
nature of earnings as well

as the soundness of the
income statement as some of
Company’s strengths.

Key financial indicators
| ME |

2017 2018 A%

Revenue

Grass operating profit (EBITDA]
Net operating profit (EBIT)
Profit before tax

Net profit

Non-current assets

Net equity

Operating cash flow after tax
Total investment

Net Financial Debt

1,941.2 1,948.5 04%
1519.5 1,539.7 13%
1,0314 1,069.8 3.7%

890.2 936.3 5.2%

669.8 704.6 5.2%
9,214.2 9,303.5 10%
3,0934 3,3614 8.7%
11879 12189 2.6%

510.2 546.6 71%
4,791.8 46827  -23%

www.ree.esfen
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Employees

As at 31 December 2018,
the Red Eléctrica Group had
a total workforce of 1,799
peaple. 96 % of the total
(1,721 people] carry out their
activity in Spain and 4% in
Peru and Chile.

Red Eléctrica offers its
employees stable and quality
employment (99.4% of job
pasitions are of an indefini-
te nature), undertaking the
commitment to employabhility
and functional mobility as a
lever for growth and profes-
sional development (8.9%
functional mohility in 2018].

Key employment indicators

2016 2017 2018
Total workforce 1,682 1,741 1721
Waomen (%) 237 244 241
Men (%) 76.3 75.6 75.9
Women in managerial pasitions (%) 21.8 24.8 28.8
People with some type of disability (%) 0.77 0.83 0.88
Creation of net employment (N° of posts) -15 35 -20
Average age 45 45 46
Average length of service [years) 16 16 17
Undesired external turnover (%) (2) 2.0 2.6 24
Total turnaver (%) (2) 2.8 37 3.7
Permanent contracts (%) 99.8 98.3 994

(1) Data regarding the following companies: Red Eléctrica de Espafia + Red Eléctrica
Corporacién until 2016; As of 2017 it encompasses the following: Red Eléctrica de Espafia +
Red Eléctrica Corporacidn + REINCAN + Red Eléctrica Internacional + REINTEL.

(2] Scope of the data: Red Eléctrica de Espafia + Red Eléctrica Corporacion.

o s
0 ©
%%’

RED
ELECTRICA
GROUP
WORKFORCE

1,799

PEOPLE

THE RED
ELECTRICA GROUP

is committed to
employability and
functional mobility
as a lever for growth
and professional
development [8.9%
functional mobhility
in 2018).
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Responsible value chain

Red Eléctrica promotes a corporate culture

favourable to diversity which is integrated into all
Company processes, especially in the management
of people, and this is extended to its stakeholders.

Courses of action
regarding the
2017-2019 Human
Resources Master Plan

- Change management

- Process optimisation and
simplification

- Talent management and
development

- Leadership in occupational
health and safety: healthy
workplace.

DIVERSITY

The Red Eléctrica Group
materialises its commitment
ta diversity, inclusion and non-
discrimination through the

PRI NCIPLES 0 F T HE HUMAN

R ESOURTCE S M ASTER P L AN
Efficiency Work-life Respect for
balance diversity
\\ Equal @ JO Fair and —
qua N v air an -
" N\ .
opportunities \\\ personalised
\\ _]\ treatment for all
professionals

www.ree.esfen
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In 2018, 67% of the new appointments

53

to managerial positions were filled by women,
which highlights the Company’s commitment
to equal opportunities for both men and women.

Diversity Management Model,
set out in the Comprehensi-
ve Diversity Plan, approved

in 2018, which enables the
previous models of equali-
ty, disahility and age to be
incarporated into the same
framework. This is accom-
plished through the com-
mitment to talent diversity,
sacial and labour inclusion
and non-discrimination,
therefore challenging stereo-
types and cultural barriers.

Similarly, progress has been
made in the action plan
assaciated with the Disabhility
Management Madel, reaching
2.63% of full-time equivalent
emplayment for people with
disahilities.

GENDER EQUALITY AND
EQUAL OPPORTUNITIES
Gender equality is one of
the vectars included in the
Comprehensive Diversity
Plan that addresses impor-
tantissues such as gender
equality and employment
opportunities, the promotion
of women into positions of
responsibility and equal pay
for both men and women. In
2018, noteworthy was the
signing of the agreement
with the Rayal Academy of
Engineering for the creation
of a female talent pro-

Percentage of women

pe

g’” 2 q s 1
ON THE 0
WORKFORGE h

Data regarding the Group in Spain.

28.8

INMANAGERIAL 0
POSITIONS %

Training hours
per employee

o
i
3V}
| |

2016 2017 2018

72

Investment in training
per employee
M€

4,398

3,431
3,767

2016 2017 2018

Data regarding the Group in Spain.
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Responsible value chain

During 2018, ‘REE Avanza’ was created, an
initiative aimed at sharing technical knowledge
and experience, and encouraging debate and the

exchange of ideas.

gramme called Women and
Engineering Project within
STEM disciplines (Science,
Technology, Engineering and
Mathematics].

HEALTHY
M OD

Physical work
environment
Provide the
necessary means
to perform the
tasks associated
with the role
under the optimal
health and safety
conditions.

<

www.ree.esfen

TALENT MANAGEMENT
Red Eléctrica’s Talent Man-
agement Model constitutes
an essential principle of the
Human Resources Master

Plan. Its ohjective is to attract,

nurture, develop, train and
retain talent, as well as to
promote the exchange of
knowledge.

In 2018, the Company con-
solidated, within the

Red Eléctrica Group Campus,
the Leadership and Strategy
Institute whose objective

is to promote cultural trans-

formation with a new leader-
ship approach.

Under the ‘Transformative
Leadership’ initiative, a series of
managerial skills are deployed:

- Development of leaders
(directors) and team develop-
ment (heads of department].

- Transformation and innava-
tion.

- Impact, influence and man-
agement of stakeholders.

- Change management.

- Strategic vision.

- Business development.

WORIKPLATCE

E L P R

§o

Involvement
in the community

n

Actions carried out
by the Company that
can impact on the
improvement of the
health and well-being
of the families of its
employees and the
local communities in
which the Company’s
facilities are located.

NC I P L ES

Health resources

Provide the
workforce with tools
to improve their
state of physical
and mental health,
contributing to their
well-being and
quality of life.

OQG

®

MA

Psychosacial
work environment

Implement tools and
resources regarding
the management
and organisation of
work that promote
the physical and
psychasacial well-
being of employees.

Sustainability Report 2018 | SUMMARY

In 2018, around 11,000 safety inspections

were carried out for works conducted in facilities,
which led to 2,400 corrective actions, of which
92% have been resolved.

HEALTHY

WORKPLACE

The Company has a Healthy
Workplace Management
Model that promotes the
implementation of best prac-
tices in safety, health and
well-being.

In this area, the prevention

of occupational risks is an
essential requirement to gua-
rantee the health and safety
of employees and caollabora-
tars. The action strategy goes
beyond legal compliance and
its purpose is to train, inform
and raise awareness about

A\

TRAINING

[IN OCCUPATIONAL
SAFETY RISKS)

907

PEOPLE

5,612 hours

Pioneering Dual FP
(Vocational Training]
programme in Spain
Advanced Technical Expert
in Power Stations Degree

In order to encourage the
certification of students
within a higher-level of
vocational training Red
Eléctrica has been actively
involved in the setting up
of a theoretical-practical
vocational training
programme within the Dual
FP system for the Advanced
Qualification for Power
Station Technicians.

Accident severity rate
EMPLOYEES

0.14
0.12
0.09
0.12

0.05

2014 2015 2016 2017 2018

Accident frequency
rate

EMPLOYEES

[9']

ut (=]
[4'] = ™
ol 2 =

171

2014 2015 2016 2017 2018

Data regarding the Group in Spain.

obligations and responsibili-
ties, seeking the commitment
of all people.

Health promotion in

the workplace

In 2018, various awareness
and training initiatives were
developed that were oriented
to improve knowledge an
various health issues, with

a dedication of 700 hours.

These initiatives position Red
Eléctrica as a benchmark in
this field and allow it to

to collaborate as an expert
on projects led by official
entities such as the project
‘Benefits of promoting phys-
ical and sporting activity in
terms of improving health,
well-being and business pro-
ductivity’ led by the National
Institute of Health and Safety
at Work and the Ministry

of Employment and Sacial
Security.
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Responsible
environmental
management

Red Eléctrica carries out all
its environmental protection
activities in accordance with
the principles established

in its Environmental Policy
and has an Environmental
Management System certified
according to the IS0 14001
standard and registered in the

Community Eco-Management

and Audit System [EMAS].

Similarly, the Company has a

multi-year Biodiversity Action

Plan that sets out the chal-
lenges and main ohjectives
for the period 2017-2021.

BIODIVERSITY

The management of hiodi-
versity is carried out taking
into account the hierarchy

of actions geared towards
mitigating enviranmental
impacts.

In this regard, avoiding pro-

tected areas is a basic criteri-
an in selecting the location for
facilities (only 15% of the lines

and 5.9% of the substations
are in protected areas).

Main actions for the integration of facilities into the environment

SN o

N n

Minimising the impact

on the environment

- Use of a boom crane or
helicopter for assembling
electricity towers.

» Restoration of areas affected

by the works (slopes, roads,

accesses, enclosures) and the

recovery of crops.

- Improvement in the noise
reduction levels generated
by the facilities [ACURED
Project].

- Switching off external lighting

at night in substations.

www.ree.esfen

Reduction of the visual
impact of facilities

- Design of electricity towers
that blend better into the
landscape.

- Landscape integration of
substation buildings.

- Restoration of affected areas
and the creation of vegeta-
tion screens.

Protection of
archaeological and
ethnological heritage

- Archaeological survey
prior to the works.

- Presence of an archaeo-
logist when the results of
the survey so determine.

- Digital mapping of
catalogued heritage
(ARQUEORED Praject).

Sustainability Report 2018 | SUMMARY

100% of the
projects are
submitted to an
environmental
impact
assessment.

In addition, the applica-
tion of the caorresponding
preventive and corrective
measures, including the
restoration of affected
areas, allows the possihle

impacts on the habitats and

species to be minimised.

57

improvement are carried out,
in arder to offset part of the
impacts that may have been
produced.

Lastly, different actions and
projects for environmental

Main actions in the protection of biodiversity

Protection of
habitats and
species

- Preventive and
corrective mea-
sures to avoid the
alteration of the
habitat of certain
species of fauna
and flora, as well
as the impact on
vegetation (HABI-
TAT Project].

Prevention of
forest fires

+ Signing of
agreements for
the prevention
of forest fires,
collaborating with
public admi-
nistrations (13
agreements].

Biodiversity
conservation

+ Participation in pro-
jects for the conser-
vation of wildlife (11
birdlife projects] and
flora ['Red Eléctrica
Forest  and ‘Posidonia
oceanica Marine
Forest” in Majorca).

- Development of
innavation projects
(VEGETA Project and
the Prodint Project].

Protection
of hirdlife

- Multi-year power
line marking plan
with bird-saving
devices for electri-
city infrastructure
in critical priority
areas. 357.7 km of
line marked (51.2%
of the total of
critical areas).
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Supply
chain

In order to manage its supply chain,
Red Eléctrica has in place a responsible
management model based on the
principles of non-discrimination,
mutual recognition, proportionality,
equal treatment and transparency.

The management of the sup-
ply chain is developed within
the framework of the Supplier
Code of Conduct that estab-
lishes the ethical, social and
environmental requirements
that all suppliers must accept
and comply with, with the
commitment to extend it to
their own supply chain.

In 2018, Red Eléctrica carried
aut civil warks through the
use of 1,049 suppliers, for

a total of 580 million euros.
82 % of this amount corre-
sponds to services and civil
warks, while the remaining
18% was for materials and
equipment.

CERTIFICATIONS

100% of suppliers with
environmental and occupational
health and safety impacts are
certified under IS0 14001, OHSAS
18001 or equivalent.

www.ree.esfen

96 % of the purchases were
awarded to suppliers with
head offices in Spain and
99% of purchases were
made within the European
Union. This cansolidates the
Company as a driver for the
development of business,
industrial and sacial growth in
its socio-economic environ-
ment, through the creation of
employment throughout the
supply chain.

In accordance with its com-
mitment to sustainability, Red
Eléctrica has continued to go
into greater depth regarding
the identification of require-
ments that must be fulfilled
by its suppliers in this field, for
which it has prepared the ma-
trix of impacts carresponding
to the supplies of equipment
and/or materials; and has
updated the one related to
services and civil works. Addi-
tionally, the impacts associa-
ted with suppliers located in
countries with potential risk in

socio-labour conditions have
been identified.

In addition, with the aim of
extending its sustainahility
cammitment throughout the
supply chain, Red Eléctrica
places special emphasis an
the areas of occupational
health and safety, the environ-
ment and respect for human
rights. Therefore, it carries out
a monitoring process of the
severity and frequency of ac-
cident rates of its contractars
and implements measures to
guarantee maximum levels of
safety during work.

Sustainable
management pillars
regarding the supply
chain

- Segregation of functions
in the supply process
and transparency in its
management.

+ Ethical management of
suppliers and contractors
and their ongoing sustainable
development.

- Minimisation of risks
assaciated with the supply
chain.

+ Continual search for the
lowest expected cost.

Sustainability Report 2018 | SUMMARY

Customer
orientation

Red Eléctrica has a System
Operator Code of Conduct,
which guarantees transpa-
rency, confidentiality, ethics
and ohjectivity in its duties
and respansibilities as elec-
tricity system operatar.

Furthermore, the Company is
obliged to publish information
regarding the price of energy
in the markets, as well as
information on processes
associated to system opera-
tion, guaranteeing at all times
the confidentiality of the

data provided by the market
agents in accardance with the
criteria of information trans-
parency and confidentiality
established in the applica-
ble European and national
regulations in force. This
communication and puhbli-
cation of information is done
through various channels and
information platforms.

Telecommunications
services

REINTEL has its own perma-
nent help desk and supervi-
sion centre (24/7] that con-
trols and monitors the state
of the fibre optic network
and deals with any incidents
and also handles the Client’s
scheduled work, in order to
offer a reliable service of the
highest quality.

L_Al8

Information platforms

e-sios website. Platform

to ensure compliance with

the legal requirements for
communication and disclasure
of information on system
operation.

IESOE website. Regional
information platform for
operatars of the French,
Portuguese, Moroccan and
Spanish electricity systems.

ENTSO-E transparency website.
Platform designed for sending
data from the electricity markets,
in accordance with the provisions
set out in the Transparency
Regulation.

SmartVlu App. Application for
mobile devices that shows
the status of the peninsular
electricity system in real time.

Other information channels

Reporting to ACER (Agency

for the Cooperation of Energy
Regulators]. Information on
explicit capacity auctions

and electricity nomination
programmes regarding
capacities communicated by the
participants in said auctions.

CTSOSEL Bi-monthly committee
in which information is provided
on the operation of the electricity
systems of Spain and Portugal.

Voluntary Price for the Small
Consumer (PVPC]. Information
related to the PVPC, in compliance
with the provisions of Rayal Decree
216/2014.




Our commitment to
social, economic and
environmental aspects
are geared toward the
creation of shared value

with society, invelving

communities in the
development of our
activities to generate
mutual benefit.

Companies are increasingly
aware that their long-term
sustainability depends on
providing a service that
cantributes value to society.
Therefore, it is necessary to
generate a positive impact
an the socio-economic
enviranment, wherehby the
sacial footprint is one of the
key drivers of a company’s
corporate management.

In this regard, the Red
Eléctrica Group takes on the
following commitment as one
of its sustainability priorities.

CONTRIBUTION
TO THE SOCIAL,
ECONOMIC AND
ENVIRONMENTAL
DEVELOPMENT

Contribute to

the economic,
environmental and
social progress of
society, through the
provision of a key
service in a safe and
efficient manner.
This is achieved

by promoting
environmental
conservation, the
quality of life and
social well-being of
people and involving
the community in
the execution of our
activities, with the
goal of generating
mutual benefit.

¥ OF NATURAL CAPITAL

CONTRIBUTION i :l SOCIAL
OF THE S~ =1 DEVELOPMENT
COMPANY'S N “ o/ INTHE
ACTIVITIES TERRITORY
®, [
X &
% 5| CONSERVATION \

RELATIONSHIP
WITH THE
S0CI0-
ECONOMIC
ENVIRONMENT

61



62

Contribution to social, economic and environmental development

Contribution
of the activity

The investment made by

the Company incentivises
production, generating an
increase in wealth ([measu-
red through the country’s
GDP), which at the same time
promotes employment and
generates tax contributions
far the public administration
that can then be dedicated

Impacts of
the investments

Direct Impact

Estimation and valuation

of the supply and production
chain and the creation of
employment and incomes
that are generated in the

Sustainability Report 2018 | SUMMARY

Since 2014, Red Eléctrica voluntarily publishes
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its Total Tax Contribution, highlighting the relevant
economic and social function derived from the Group’s

tax contribution

TAX TRANSPARENCY
AND CONTRIBUTION

The tax strategy of the Red
Eléctrica Group, approved
by the Board of Directars, is
hased an three care values:
transparency, good gover-
nance and accountability.

In this regard, the vision of
the tax strategy is to manage
tax matters in a proactive,
transparent manner and that
is accountable to all stakehol- value.
ders, in arder to comply with

tax legislation and minimise
reputational risk, in addition
to making it compatible with
the protection of shareholder

Total Tax Contribution 2018

; ; national economic system ME
Eo improving the overall well- Stemming from an i:itial | me | Spain (1 Peru Chile Total
eing of society. investment.
Taxes borne 246 3 1 250
ECONOMIC AND SOCIAL In 2018, Red Eléctrica Indirect Impact Corporate tax 202 3 1 206
CONTRIBUTION made a total investment Generation of income and Other taxes 44 - - 4y
OF INVESTMENTS in the transmission grid of new employment derived Taxes collected 490 3 _ 493
Red Electrica focuses its 378 million euros, of which from the fact that, in order VAT 398 5 ) 400
socio-economic and environ- it is estimated that 103 to execute the investments,
mental commitment towards million euros were allocated the direct awardees need Utherta.xes _ % ! i 9
the creation of shared to the import of the goods ;%f\,?gs;r?rg::igslissdts;nd Tax Contribution 736 6 ! 743
value, promoting actions and needed to carry out the the supply and production [1] Includes other EU countries.
investments, which in turn activity. The remaining 276 chain [intermediate
generate shared value, have a million euros were for direct consumption). This then
positive impact on the quality investment in Spain, and the generates demand for other
of life of those citizens in lo- impact of this investment is goods and services further Key data in 2018
cations where the Company’s outlined in the table below. Liowm the-ghatn:
facilities are located. Induced Impact \/ —@ e
Impact derived from all (< ») e\e Q e
. . . L . the income generated in
Total impact of the investment in the transmission grid the previous stages. This
effect includes both the MORE THAN
Direct  Indirect  Induced Total impact of final consumption
Production [ME€] 276 262 26 564 derivedtf:jum a”tﬂe int[:hﬂme 7 ll 3 3 ’ 5 U 0 ll 5 9 9 3 8
enerated, as well as the
Income - GDP [ME£) 110 110 9 228 tgax collected by all public i M & b K
) administrations when Total Tax Tax barne of the generated of the Total Tax Contribution
Employment (number of jobs] 1892 1.982 ere 4,146 applying the various taxes Contribution in the period value earmarked Tax Contribution compared to the
Tax revenue [ME) 43 42 4 89 to the total of the activity 2014-2018 for thfetpayment paid in Spain re\t/rz]amée figure of
of taxes e Company

Impacts calculated with the methodology based on the implicit activity multipliers and the income generated.

obtained in the Input-Output Tables that allow the overall level of activity generated,
stemming from an initial investment, to be estimated.

www.ree.esfen
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Contribution to social, economic and environmental development

The long-term sustainability of the Company depends
on delivering a service that provides value to society
and generates a positive impact.

CREATING SHARED
VALUE THROUGHOUT
THE LIFE CYCLE OF
INFRASTRUCTURES

The Red Eléctrica Group is
aware that its lang-term
sustainability depends an de-
livering a service that pravides
value to society and generates
a positive impact. For this
reason, it accompanies its

projects for new electricity in-
frastructures nationwide with
collaborative programmes
that reflect its social commit-
ment and pursue the ohjective
of contributing to the devel-
opment of the communities in
which its facilities are located.

This contribution is supple-
mented hy a commitment

to ensuring the utmaost care
and respect for environment
in the execution of activities,
throughout the life cycle of
the facilities. Furthermare,

it fosters the protection of
biodiversity, through the
development of various initi-
atives and projects aimed at
its conservation.

CREATION OF SHARED VALUE THROUGHOUT THE LIFE CYCLE

e

Electricity system
operation

Guaranteeing an efficient,
secure and sustainable
electricity supply to citizens
and businesses.

Integrating
renewable energy.

Managing the
transmission grid in a
neutral and efficient way.

www.ree.esfen

OF INFRASTRUCTURES

Development and maintenance
of transmission grid infrastructure

Accompanying
projects with

programmes that
contribute to the
development of
the communities

Respect for the social and natural
environment as an essential principle
collaborative of action.

Searching far solutions that generate

where the the least possible environmental impact.

facilities are
located.

Promating the participation of
saciety in the process, through
permanent dialogue and
collaboration.

Sustainability Report 2018 | SUMMARY

Social development

of the territory

Red Eléctrica
understands
social innovation
as an open and
collaborative
model to respond
to the needs of
society.

The social commitment

of the Red Eléctrica Group
is aimed at creating sustai-
nable value in the territories
in which it is present and
with which it maintains

a constant communication
to identify its needs and
improve the quality of life

of citizens.

The contribution of the
Company to society is
materialised through the
set of projects and ac-
tions that are carried out in
response to the sustainable
development of the territory,
such as: local development
and education, culture and
heritage.

SOCIAL INNOVATION
Red Eléctrica promotes an
open and collaborative model

of social innovation with
external stakeholders, with
the intention of responding
to their needs through in-
novative and more effective
solutions. This model allows
opportunities to be identi-
fied in each territory, taking
into account their interests
to establish firm, partic-
ipatory and permanent

65

links with the various social
entities.

In this regard, the Company
promotes the development
of sustainable, transforma-
tive, scalahle and replicable
projects, with the aim of
developing initiatives of long-
term positive social impact
nationwide.

Lecrinnova, a pioneering social innovation project
for socio-economic development in Granada

Within the commitment

to social innovation, in
2018, in the Valle de Lecrin
(Granada), Lecrinnova was
launched, a pioneering
project that stems from the
commitment to creating
shared value with society.

The aim of the Lecrinnova
project is to implement new
innovative solutions in the
territory and is conceived
as a comprehensive
public-private

collaboration programme.
Its implementation is
developed through three
courses of action:

- Training for young
unemployed women.

» Support for entrepreneurs.

- Design of new food
products.

These three initiatives
aim to help make the Valle
de Lecrin an attractive
place to live, reversing
the depopulation process,
retaining its youth and
local talent, and even
encouraging the arrival of
new residents to the area.

The ultimate goal of the
project is for municipalities
and local entities to take
over and continue to
promote this territory both
economically and socially.
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Contribution to social, economic and environmental development

INVESTMENT

IN THE COMMUNITY

In 2018, the Company con-
tributed 7 million euros to
the development or promo-
tion of sacial initiatives; an
amaount abtained by applying
the methodology of the LBG
(London Benchmarking
Group).

Contribution 2018

Type of contribution

%

g

73 MONEY
18 TIME
9 MANAGEMENT COSTS

www.ree.esfen

Reasons for action

%

73 INITIATIVE ALIGNED
WITH THE BUSINESS

22 SOCIAL INVESTMENT

5 ONE-OFF
CONTRIBUTION

Area of action

%

37

26
28

SOCI0-ECONOMIC
DEVELOPMENT

EDUCATION
ENVIRONMENT
SOCIAL WELL-BEING
ART AND CULTURE
OTHER

Sustainability Report 2018 | SUMMARY

Red Eléctrica fosters the dissemination of information
regarding how the electricity system works and
also raises the awareness of citizens regarding the

sustainable and responsible use of energy.

DISSEMINATION

OF KNOWLEDGE

In the field of knowledge
dissemination, Red Eléctrica
plays an active role to dis-
seminate and showcase the
functioning of the electricity
system as a whale, as we are
aware that a more informed
society has a greater capaci-
ty to develop and maintain

a sustainable energy model.

The Company also pays
special attention to higher

education and training in
the area of energy and the
environment. During 2018,
noteworthy was the organi-
sation of 38 visits to facilities
to help with the training of
926 students of master’s
degree programmes or
specialisation courses fram
schoaols and universities.
Also notewarthy were the

20 caollaboration agreements
signed with universities and
training entities.

‘A highway behind
the wall socket’

This travelling exhibition
aims to explain the electricity
supply process, from
generation to consumptiaon,
showcasing the activities of
Red Eléctrica in the operation
of the Spanish electricity
system, in addition to making
citizens aware of the need

to consume electricity in an
efficient and responsible
manner. This exhihition,
which began its journey in
2010, has travelled to ten
Spanish cities accumulating
a total of more than
1,000,000 visits.

REE in
the classroom

This project is an educational
programme aimed at children
which seeks to show them
how the electricity arrives

to their homes and instil

in them the concept of
responsible consumption. The
educational activities revolve
around ‘entreREDes; a digital
educational application based
on answering guestions which
allows the students to take a
virtual tour of Spain travelling
along the main electricity
lines and substations. Since
2016 more than 15,600
students nationwide have
played the game.

SUPPORT

FOR
TRAINING

926

STUDENTS

of master’s or
specialisation
courses paid a
visit to Company
facilities spread
across a total of 38
separate visits

70
20
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Contribution to social, economic and environmental development

Conservation
of natural capital

One of the challenges un-
dertaken by the Company in
keeping with its biodiversity
commitment is to promote
the conservation of natu-

ral heritage through active
participation or the promotion
of projects in collaboration
with the public administration,
NGOs and other stakeholders.
Among these, the following
are noteworthy:

- The ‘Red Eléctrica Forest”:
the planting of trees in order

to recover degraded natural
spaces, support for the
development of local econo-
mies and offset a part of the
Company’s emissions.

R ED ELECTHR
G URE S

I N F 1

TREES
AND SHRUBS
PLANTED

b82,093

- The ‘Red Eléctrica Marine

Forest”: the restoration of
Posidonia oceanica seagrass
meadows in the Bay of Po-
llensa (Balearic Islands]).

- Forestry management and

the fight against forest fires:

development of collabara-
tion agreements with public
administrations, to carry out
various prevention actions
(13 agreements in force).

Posidonia seagrass
meadows

The Posidonia seagrass
meadows recovery project

has received the Accésit 2018
award in the European
environment awards far
companies, Spanish and
European section, in the category
of Business and Biodiversity.
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Relationship
with the
socio-economic
environment

The management of permits finalised

in 2018 has enabled

amicable

agreements to be reached with
88% of the owners affected by the
projects.

Red Eléctrica promotes
and maintains a permanent
relationship with local com-
munities throughout the life
cycle of the facilities. Far this
reason, it has an organisa-
tional structure distributed
nationwide that facilitates
communication and insti-
tutional callaboration with
public and private adminis-
trations and institutions.

In 2018, it is warth noting the
signing of 99 collabaration
agreements with public and
sacial entities associated

mainly with the execution of

socio-economic, environmen-

tal, educational and cultural
development projects.

In the case of municipalities,
the Company fosters engage-
ment to provide information
and raise awareness regard-
ing the need for facilities and
their role within the transmis-
sion grid, as well as to pro-
mote dialogue that facilitates
the development of projects
in a sustainable manner and
which is accepted by all.

IN 2018

99

Collaboration

AGREEMENTS

signed with
public and social
entities
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The communication policy has focused mainly
on the energy transition, the decarbonisation of
the economy, the interconnections between electricity

systems and energy storage.

PARTICIPATION
IN ORGANISATIONS
AND ASSOCIATIONS

The Company is part of

and actively participates

in various national and \§
international organisations

and associations, in order to

publicise and raise aware-

ness of their position in key 1 U 8
aspects of their activity,

strengthen the consali- PRESS

dation of alliances and
maximise their contribu- RELEASES
PUBLISHED

tion to the achievement of
common goals. In 2018, the

Company has formalised its IN 2018
membership with 59 orga-

nisations and professional

especially with cantent on
transmission grid projects,
sustainability and innavation.
The Company has promoted
audio-visual content, editing
and puhlishing 14 videos that
include both information and
testimonials.

Red Eléctrica now has more
than 16,600 followers on
Twitter, 3,400 on Facebook,
21,200 on LinkedIn and 8394
subscribers on YouTube.

In 2018, digital media has
played a prominent role,
representing 35.5% of the
total of publications about
the Company.

entities.

INFORMATION

TRANSPARENCY

Raising awareness and dis- N @

seminating knowledge have Red Eléctrica’s communica- C ORPORATE W ETB S T E
continued to be the inform- tion policy has focused mainly I NDICATG ORS 2 01 8

ative pillars of Red Eléc-
trica during 2018. For this

on the energy transition,
decarbonisation of the

reason, 108 press releases economy, international More than
were issued, 17 meetings MORE THAN interconnections and links th
and press conferences were between the islands, and 2 1 7
held with various media 1 B B 0 u energy storage projects for MILLION MILLION POSITION
channels and 90 inter- ’ isolated electricity systems.
i visits downloads in the raking of the best websites of the
;/;thvsdal%ist;a;i?i:tﬁaﬁie F U I- I- 0 w E R s Promoting of digital IBEX 35 cugmpanies, according to the
cantent international Wehranking survey 2017-2018

ON TWITTER

250 enquiries from the
media aon issues related to
the Company’s activity were
dealt with.

www.ree.esfen

digital channels

Red Electrica has continued
to promote the Company’s
presence in digital media,

conducted by the consultancy firm Comprend
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