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To the Sole Shareholder of Red Eléctrica Financiaciones, S.A.U.

REPORT ON THE ANNUAL ACCOUNTS

Opinion

We have audited the annual accounts of Red Eléctrica Financiaciones, S.A.U. (the “Company”),
which comprise the balance sheet at 31 December 2022, and the income statement, statement of
changes in equity and statement of cash flows for the year then ended, and notes.

In our opinion, the accompanying annual accounts give a true and fair view, in all material respects,
of the equity and financial position of the Company at 31 December 2022, and of its financial
performance and its cash flows for the year then ended in accordance with the applicable financial
reporting framework (specified in note 2 to the annual accounts) and, in particular, with the
accounting principles and criteria set forth therein.

Basis for Opinion

We conducted our audit in accordance with prevailing legislation regulating the audit of accounts in
Spain. Our responsibilities under those standards are further described in the Auditor's
Responsibilities for the Audit of the Annual Accounts section of our report.

We are independent of the Company in accordance with the ethical requirements, including those
regarding independence, that are relevant to our audit of the annual accounts pursuant to the
legislation regulating the audit of accounts in Spain. We have not provided any non-audit services,
nor have any situations or circumstances arisen which, under the aforementioned regulations, have
affected the required independence such that this has been compromised.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.
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Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance
in the audit of the annual accounts of the current period. These matters were addressed in the
context of our audit of the annual accounts as a whole, and in forming our opinion thereon, and we

do not provide a separate opinion on these matters.

Non-current and current investments in Group companies and associates:
Euros 2,959,226 thousand and Euros 339,287 thousand

See notes 4a), 5 and 6 to the annual accounts

Key audit matter

How the matter was addressed in our audit

As mentioned in notes 5 and 6 to the annual
accounts, the Company has extended loans to Group
companies, Euros 2,959,226 thousand of which are
recognised in the balance sheet under non-current
investments in Group companies and associates and
Euros 339,287 thousand under current investments in
Group companies and associates. As required by the
applicable financial reporting framework, each year
the Company assesses whether there are indications
that these investments may be impaired, and if this is
the case, calculates the recoverable amount of the
investments.

As mentioned in note 4c¢) to the accompanying annual
accounts, as a result of this assessment, the
Company has concluded that there are no indications
of these investments being impaired.

Due to the significance of the investments in Group
companies, this has been considered a key audit
matter.

Our audit procedures included performing
substantive tests on movement in investments in
Group companies and associates during the year;
evaluating documentation supporting additions and
disposals, which essentially reflect movements in
loans to Group companies; and assessing the
criteria used by the Group's Directors and
management in determining whether there are
indications that the investments may be impaired.

We also assessed whether the disclosures in the
annual accounts meet the requirements of the
financial reporting framework applicable to the
Company.
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Other Information: Directors' Report

Other information solely comprises the 2022 directors' report, the preparation of which is the
responsibility of the Company's Directors and which does not form an integral part of the annual
accounts.

Our audit opinion on the annual accounts does not encompass the directors' report. Our
responsibility for the directors' report, in accordance with the requirements of prevailing legislation
regulating the audit of accounts, consists of assessing and reporting on the consistency of the
directors' report with the annual accounts, based on knowledge of the entity obtained during the
audit of the aforementioned accounts and without including any information other than that obtained
as evidence during the audit. It is also our responsibility to assess and report on whether the content
and presentation of the directors' report are in accordance with applicable legislation. If, based on
the work we have performed, we conclude that there are material misstatements, we are required
to report them.

Based on the work carried out, as described in the preceding paragraph, the information contained in
the directors' report is consistent with that disclosed in the annual accounts for 2022 and the
content and presentation of the report are in accordance with applicable legislation.

Directors’ Responsibility

The Directors are responsible for the preparation of the accompanying annual accounts in such a
way that they give a true and fair view of the equity, financial position and financial performance of
the Company in accordance with the financial reporting framework applicable to the entity in Spain,
and for such internal control as they determine is necessary to enable the preparation of annual
accounts that are free from material misstatement, whether due to fraud or error.

In preparing the annual accounts, the Directors are responsible for assessing the Company's ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless the Directors either intend to liquidate the Company or
to cease operations, or have no realistic alternative but to do so.

Auditor's Responsibilities for the Audit of the Annual Accounts

Our objectives are to obtain reasonable assurance about whether the annual accounts as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report
that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with prevailing legislation regulating the audit of accounts in Spain will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these annual accounts.

As part of an audit in accordance with prevailing legislation regulating the audit of accounts in Spain,
we exercise professional judgement and maintain professional scepticism throughout the audit. We
also:

— ldentify and assess the risks of material misstatement of the annual accounts, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
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evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

— Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity's internal control.

—  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Directors.

— Conclude on the appropriateness of the Directors' use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Company's ability to continue as a
going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor's report to the related disclosures in the annual accounts or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor's report. However, future events or conditions
may cause the Company to cease to continue as a going concern.

— Evaluate the overall presentation, structure and content of the annual accounts, including the
disclosures, and whether the annual accounts represent the underlying transactions and events
in a manner that achieves a true and fair view.

We communicate with the Directors of the entity regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.
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From the matters communicated to the Joint Directors of Red Eléctrica Financiaciones, S.A.U., we
determine those that were of most significance in the audit of the annual accounts of the current
period and which are therefore the key audit matters.

We describe these matters in our auditor’s report unless law or regulation precludes public
disclosure about the matter.

KPMG Auditores, S.L.
On the Spanish Official Register of
Auditors (“ROAC") with No. S0702

(Signed on original in Spanish)

Ana Fernédndez Poderés
On the Spanish Official Register of Auditors (“ROAC") with No. 15,547

27 February 2023
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Red Eléctrica Financiaciones, S.A.U.
Balance Sheet at 31 December 2022

Thousands of Euros Note 31.12.2022 31.12.2021
Non-current assets 2,959,226 3,251,100
Non-current investments in Group companies and associates 5 2,959,226 3,251,100
Current assets 339,529 451,580
Current investments in Group companies and associates 6 339,287 451,354
Prepayments for current assets 7 132 167
Cash and cash equivalents 110 59
Cash 110 59
Total assets 3,298,755 3,702,680
Equity 8 17,909 15,493
Capital and reserves 17,909 15,493
Capital 60 60
Reserves 15,433 12,903
Profit for the year 2,416 2,530
Non-current liabilities 2,959,297 3,251,177
Non-current payables 9 2,959,297 3,251,177
Bonds and other marketable securities 2,959,297 3,251,177
Current liabilities 321,549 436,010
Current payables 10 320,370 434,957
Current payables to Group companies and associates 1 14 79
Trade and other payables 13 1,165 974
Payables to Group companies 24 -
Other payables 1,141 960
Public entities, other - 14
Total equity and liabilities 3,298,755 3,702,680

Notes 1 to 24 form an integral part of the accompanying annual accounts.

Directors’ signatures, pursuant to article 253 of the Spanish Companies Act.

Fernando Frias Montejo

Tomas José Gallego Arjiz

Annual Accounts of Red Eléctrica Financiaciones, S.A.U. 2022.
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Red Eléctrica Financiaciones, S.A.U.
Income Statement for 2022

redeia

Thousands of Euros Note 2022 2021 ’
Other operating expenses 16 (184) (161)
External services (181) (138)
Taxes (3) (3)
Results from operating activities (184) (161)
Finance income 16 44,016 58,128
Marketable securities and other financial instruments 44,016 58,128
Group companies and associates 44,016 58,128
Finance costs 16 (40,694) (54,606)
Other (40,694) (54,606)
Net finance income 3,322 3,522
Profit before tax 3,138 3,361
Income tax 15 (722) (831)
Profit from continuing operations 2,416 2,530
Profit for the year 2,416 2,530

Notes 1 to 24 form an integral part of the accompanying annual accounts.

Directors’ signatures, pursuant to article 253 of the Spanish Companies Act.

Fernando Frias Montejo

Tomas José Gallego Arjiz

Annual Accounts of Red Eléctrica Financiaciones, S.A.U. 2022.
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Subsc_ribed Reserves (Own Prio_r years’ | Profit for the (_In_terim V_aluation Total equity
capital shares) profit/(loss) year dividend) adjustments

Thousands of Euros
Balance at 31 December 2020 60 10,473 - 2,430 - 12,963
Total recognised income and expense - - - 2,530 - 2,530
Other changes in equity

Distribution of prior year's profit - 2,430 - (2,430) - -
Balance at 31 December 2021 60 12,903 - 2,530 - 15,493
Total recognised income and expense 2,416 2,416
Other changes in equity

Distribution of prior year's profit 2,530 (2,530) -
Balance at 31 December 2022 60 15,433 - 2,416 - 17,909

Notes 1 to 24 form an integral part of the accompanying annual accounts.

Directors’ signatures, pursuant to article 253 of the Spanish Companies Act.

Fernando Frias Montejo

Tomas José Gallego Arjiz

Annual Accounts of Red Eléctrica Financiaciones, S.A.U. 2022.
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Red Eléctrica Financiaciones, S.A.U.
Statement of Recognised Income and Expense at 31 December 2022

redeia

Thousands of Euros 2022 2021
Profit for the year 2,416 2,530
Income and expense recognised directly in equity - -
Amounts transferred to the income statement - -
Total recognised income and expense 2,416 2,530

Notes 1 to 24 form an integral part of the accompanying annual accounts.

Directors’ signatures, pursuant to article 253 of the Spanish Companies Act.

Fernando Frias Montejo Tomas José Gallego Arjiz

Annual Accounts of Red Eléctrica Financiaciones, S.A.U. 2022.
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Thousands of Euros 2022 2021
Cash flows from operating activities 2,821 2,192
Profit for the year before tax 3,138 3,361
Adjustments to profit (3,322) (3,522)
Finance income (44,016) (58,128)
Finance costs 40,694 54,606
Changes in operating assets and liabilities 227 74
Other current assets 35 (22)
Trade and other payables 192 96
Other cash flows from operating activities 2,778 2,279
Interest paid (47,161) (45,012)
Interest received 50,727 48,114
Income tax paid/received (788) (823)
Cash flows from (used in) investing activities 397,230 (591,753)
Payments for investments (2,770) (591,753)
Group companies and associates (2,770) (591,753)
Proceeds from sale of investments 400,000 -
Group companies and associates 400,000 -
Cash flows from (used in) financing activities (400,000) 589,550
Payments for financial liability instruments - (105,018)
Bonds and other marketable securities (105,018)
Proceeds from and payments for financial liability instruments (400,000) 694,568
Bonds and other marketable securities (400,000) 694,568
Net increase/(decrease) in cash and cash equivalents 51 (11)
Cash and cash equivalents at beginning of year 59 70
Cash and cash equivalents at year end 110 59

Notes 1 to 24 form an integral part of the accompanying annual accounts.

Directors’ signatures, pursuant to article 253 of the Spanish Companies Act.

Fernando Frias Montejo

Annual Accounts of Red Eléctrica Financiaciones, S.A.U. 2022.

Tomas José Gallego Arjiz
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1 Company Activity

Red Eléctrica Financiaciones, S.A.U. (hereinafter the Company) was incorporated on 17 June 2009 and
commenced operations during 2010. Its registered office is located in Alcobendas (Madrid).

The Company's sole statutory and principle activity is the issuance of ordinary or unsubordinated debt
instruments, subordinated or any other type of debt instruments, and preference shares or other hybrid
instruments guaranteed by other Redeia companies where applicable, as well as extending loans and credit
facilities to Redeia companies. All of the foregoing are carried out in accordance with additional provision one
of Law 10/2014 of 26 June 2014 on the regulation, supervision and solvency of credit institutions and the
legislation that implements or replaces it. All activity is conducted in accordance with and as permitted by the
prevailing legislation applicable to each type of instrument.

2 Basis of Presentation of the Annual Accounts

a) True and fair view

The accompanying annual accounts were authorised for issue by the Company's joint directors on 23
February 2023 and have been prepared to give a true and fair view of the Company’s equity and financial
position at 31 December 2022, as well as the results of its operations, changes in equity and cash flows for
the year then ended.

The figures disclosed in the annual accounts are expressed in thousands of Euros, the Company's functional
and presentation currency, rounded off to the nearest thousand. The annual accounts have been prepared
on the basis of the accounting records of the Company in accordance with prevailing legislation and the
Spanish General Chart of Accounts approved by Royal Decree 1514/2007 and the amendments thereto
contained in Royal Decree 1159/2010 and Royal Decree 1/2021, as well as the Spanish Accounting and
Auditing Institute’s Resolution of 10 February 2021.

The Company forms part of the Spanish group Redeia, which prepares consolidated annual accounts as
required by article 43.2 of the Spanish Code of Commerce. The Parent of Redeia is Red Eléctrica Corporacion,
S.A. with registered office in Alcobendas (Madrid).

Mercantile legislation in force requires that certain disclosures be made in the annual accounts relating to
contracts signed with the Company's sole shareholder (Red Eléctrica Corporacion). These contracts are
indicated in note 17.

The annual accounts for 2021 were approved by the sole shareholder, Red Eléctrica Corporacion, on 2 June
2022. The annual accounts for 2022 are currently pending approval. However, the joint directors of the
Company consider that these annual accounts will be approved with no changes.

b) Mandatory accounting principles not applied

The Company has not omitted any mandatory accounting principle with a significant effect on the annual
accounts.

c) Estimates and assumptions
The preparation of the annual accounts did not require Company management to make relevant judgements,

estimates and assumptions that affect the application of accounting standards and the amounts of assets,
liabilities, income and expenses.

Annual Accounts of Red Eléctrica Financiaciones, S.A.U. 2022. 0
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d) Comparative information

The balance sheet, income statement, statement of changes in equity, statement of cash flows and the notes
thereto for 2022 include comparative figures for the prior year, which formed part of the annual accounts for
2021.

All the accounting principles and measurement methods used to prepare these annual accounts are the same
as those used in preparing the Company’s annual accounts for 2021.

e) Considerations regarding the macroeconomic scenario

As a result of the tensions in recent years between Russia and Ukraine, an armed conflict broke out on 24
February 2022 and is still ongoing at the date of authorising these 2022 annual accounts for issue. In response
to this military action, a number of countries have announced various economic sanctions against Russia and
have suspended or interrupted the activities carried out by public and private companies in the country.

This has led to much uncertainty and significant global economic volatility, in turn resulting in higher prices,
revaluation of various currencies against the Euro, disruption of current market conditions, suspension of trade
relations with Russia, in some cases a disruption of the supply chain and, ultimately, increased interest rates
both within and outside the European Union.

The Company has no direct or indirect commercial relations with Russia or Ukraine, nor does it have
investments in investees or assets in either of these countries. Moreover, its financial risk policy ensures that
all risks associated with this conflict are identified, analysed, managed and assessed.

The situation brought on by the armed conflict in Ukraine has not had a significant impact on the Company’s
activity. Based on the most up-to-date estimates and on the cash position and availability of financing, the
directors consider that the situation caused by the armed conflict in Ukraine does not compromise the
application of the going concern principle.

3 Proposed Distribution of Profit

The proposed distribution of profit for the year ended 31 December 2022, prepared by the directors and
pending approval by the sole shareholder at the general meeting, is as follows:

Thousands of Euros

Profit for the year 2,416
Total 2,416
Distribution:

Voluntary reserves 2,416
Total 2,416

Annual Accounts of Red Eléctrica Financiaciones, S.A.U. 2022. 0
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4 Significant Accounting Policies

The accounting principles used in preparing the accompanying annual accounts are as follows:

a) Financial assets and financial liabilities
Financial assets

The Company classifies its financial assets according to their measurement category, which is determined on
the basis of the business model and the contractual cash flow characteristics, and reclassifies the financial
assets when, and only when, it changes its business model for managing these assets.

Acquisitions and disposals of investments are accounted for at the date on which the Company undertakes to
purchase or sell the asset. The asset is classified upon acquisition in the following categories:

* Financial assets at amortised cost: generally loans and receivables are included in this category. These
are non-derivative financial assets that are held to collect contractual cash flows and whose contractual
terms give rise on specified dates to cash flows that are solely payments of principal and interest on the
principal amount outstanding. They are included under current assets unless they mature more than 12
months after the reporting date, in which case they are classified as non-current assets.

They are initially recognised at fair value and subsequently at amortised cost using the effective interest
method. The effective interest rate is the rate that exactly discounts estimated future cash flows through
the expected life of a financial instrument to the carrying amount of that financial instrument based on its
contractual terms. Interest income from these financial assets is included in finance income, any gain or
loss that arises upon derecognition is recognised directly in the Company’s profit or loss and impairment
losses are presented as a separate item in the income statement for the year.

The Company derecognises a financial asset when the contractual rights to receive cash flows from the asset
expire or are transferred in a transaction in which it transfers substantially all the risks and rewards of
ownership of the financial asset or it neither transfers nor retains substantially all the risks and rewards of
ownership and it does not retain control of the transferred assets.

Financial liabilities
The Company has classified its financial liabilities in the following category:

* Financial liabilities at amortised cost: generally trade payables are included in this category, which are
financial liabilities arising on the purchase of goods and services in the ordinary course of business with
deferred payment. It also includes non-trade payables, which are financial liabilities other than derivative
instruments, which are non-commercial in nature and derive from loans or credit received by the
Company. Payables falling due in less than one year that have no contractual interest rate and are
expected to be settled in the short term are measured at their nominal amount. Financial debt is classified
under current liabilities unless the debt falls due more than 12 months after the reporting date, in which
case it is classified under non-current liabilities.

Financial debt is initially measured at fair value which, in the absence of evidence to the contrary, is the
transaction price and equates to the fair value of the consideration received, net of the costs incurred in
the transaction. Such debt is subsequently measured at amortised cost, using the effective interest
method.

Annual Accounts of Red Eléctrica Financiaciones, S.A.U. 2022. 0
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The Company derecognises all or part of a financial liability when it either discharges the liability by paying
the creditor, or is legally released from primary responsibility for the liability either by process of law or by the
creditor.

Loans, bonds and similar commitments are jointly and severally guaranteed by Red Eléctrica de Espafa and
Red Eléctrica Corporacion (see notes 9 and 10).

b) Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date, whether that price is directly observable
or estimated using another valuation technique.

The fair value measurements of financial assets and financial liabilities are classified on the basis of a
hierarchy that reflects the relevance of the inputs used in measuring the fair value. The hierarchy comprises
three levels:

* Level 1: measurement is based on quoted prices for identical instruments in active markets.
* Level 2: measurement is based on inputs that are observable for the asset or liability.
* Level 3: measurement is based on inputs derived from unobservable market data.

If there is no quoted price in an active market, the Company uses valuation techniques that maximise the use
of relevant observable inputs and minimise the use of unobservable inputs.

To facilitate comprehension of the annual accounts, details of the hierarchy level of financial assets and
financial liabilities are provided in each separate note.

c) Cash and cash equivalents

Cash and cash equivalents include cash on hand and demand deposits in financial institutions. They also
include other short-term, highly liquid investments that are readily convertible to known amounts of cash and
which are subject to an insignificant risk of changes in value.

d) Impairment

At the reporting date the Company recognises any necessary impairment when there is objective evidence
that a financial asset may be impaired as a result of one or more events that occurred after initial recognition
and have led to a reduction or delay in estimated future cash flows that could be due to debtor insolvency.

The amount of the impairment loss of financial assets carried at amortised cost is measured as the difference
between the asset’s carrying amount and the present value of estimated future cash flows (excluding future
credit losses that have not been incurred) discounted at the financial asset’s original effective interest rate.
For variable income financial assets, the effective interest rate corresponding to the measurement date under
the contractual conditions is used.

The impairment loss is recognised in profit and loss and may be reversed in subsequent periods if the
decrease can be objectively related to an event occurring after the impairment has been recognised. The loss
can only be reversed up to the limit of the amortised cost of the assets had the impairment loss not been
recognised.

The Company has not identified any indications of impairment of loans extended to Group companies in its
analysis.

Annual Accounts of Red Eléctrica Financiaciones, S.A.U. 2022. Q
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e) Capital and reserves

Share capital is represented by ordinary shares.

Start-up expenses and share capital increases are recognised in reserves under equity, rather than in profit
or loss.

Interim dividends are recognised as a reduction in equity for the year in which the dividend is declared, based
on the consensus of the directors. Supplementary dividends are not deducted from equity until approved by
the sole shareholder.

f) Transactions in currency other than the Euro

Transactions in currency other than the Euro are translated by applying the exchange rate in force at the
transaction date. Exchange gains and losses arising during the year due to balances being translated at the
exchange rate at the transaction date rather than the exchange rate prevailing on the date of collection or
payment are recognised as income or expenses in the income statement.

dg) Income and expenses

Revenue from contracts with customers should be recognised based on satisfaction of the performance
obligations with the customers.

Interest income and expenses are recognised using the effective interest method.
h) Taxation

The income tax expense or tax income for the year comprises current tax and deferred tax. Current and
deferred taxes are recognised as income or an expense and included in profit or loss for the year, except to
the extent that the tax arises from a transaction or event that is recognised in the same year, directly in equity,
or from a business combination.

Current tax is the estimated tax payable for the year using the enacted tax rates applicable to the current year
and to any adjustment to tax payable in respect of previous years.

Tax credits and deductions arising from economic events occurring in the year are deducted from the income
tax expense, unless there are doubts as to whether they can be realised.

Deferred taxes and the income tax expense are calculated and recognised using the liability method, based
on temporary differences arising between the balances recognised in the financial information and those used
for tax purposes. This method entails calculating deferred tax assets and liabilities on the basis of the
differences between the carrying amount of the assets and liabilities and their tax base, applying the tax rates
that are objectively expected to apply to the years when the assets are realised and the liabilities settled.

Deferred tax assets are recognised provided that it is probable that sufficient taxable profits will be available
against which the deductible temporary differences can be utilised.

The amount of the debt (credit) with the Parent (Red Eléctrica Corporacion) is recognised with a credit (debit)
to payables to (receivables from) Group companies and associates.

i) Insurance

The Company has taken out various insurance policies to cover the risks to which it is exposed through its
activities. Insurance premium expenses are recognised in the income statement on an accruals basis. Payouts
from insurance companies in respect of accidents or third-party claims are recognised in the income statement
applying the matching of income and expenses principle.
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j)  Transactions between Group companies
Transactions between Group companies are recognised at the fair value of the consideration given or

received. The difference between this value and the amount agreed is recognised in line with the underlying
economic substance of the transaction.

5 Non-current Investments in Group Companies and Associates

Non-current investments in Group companies and associates reflect the loans arranged with Red Eléctrica de
Espafia, S.A.U. (hereinafter Red Eléctrica de Espana) since 2014 for a nominal amount of Euros 2,990 million
at the 2022 year end (Euros 3,290 million at the 2021 year end). These loans were arranged at the same time
as the bonds issued by the Company in the Euromarket, and with similar conditions (see notes 9 and 17).

The loans mature from 2023 to 2033 and have a fair value of Euros 2,918,292 thousand at 31 December 2022
(Euros 3,782,122 thousand at 31 December 2021). The average interest rate on this investment in Group
companies in the year was 1.32% (1.64% in 2021). This debt is classified within Level 2 of the fair value
hierarchy.

6 Current Investments in Group Companies and Associates

Current investments in Group companies and associates at 31 December 2022 and 2021 reflect those loans
mentioned in the preceding note which fall due in the short term (see notes 5 and 17). At 31 December 2022,
the nominal amount of these loans falling due in 2023 is Euros 300 million (Euros 400 million at the 2021
reporting date).

This item also includes a current credit facility arranged with Red Eléctrica de Espana for Euros 25 million, of
which Euros 16,778 thousand had been drawn down at 31 December 2022 (Euros 13,941 thousand in 2021),
and on which the average interest rate for the period was 0.78% (0.41% in 2021). Furthermore, this item
reflects the accrued interest receivable on the loans arranged with Red Eléctrica de Espana.

There is no significant difference between the fair value and the carrying amount of this facility with Group
companies at 31 December 2022 and 2021.

The Euros 1,000 million credit facility extended to Red Eléctrica de Espana likewise remains in force, with no
amounts having been drawn down at either 31 December 2022 or 31 December 2021. This credit facility was
arranged at the same time as the promissory notes issued by the Company in the Euromarket, and with similar
conditions (see note 10).

7 Prepayments for Current Assets

At 31 December 2022 and 2021 prepayments for current assets include advance payments for the insurance
policies taken out by the Company.

8 Equity
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a) Capital risk management

The Group’s capital risk management is aimed at safeguarding the capacity of the Group companies to
continue operating as a going concern, so as to provide shareholder remuneration while maintaining an
optimum capital structure to reduce the cost of capital.

To maintain and adjust the capital structure, the Company can adjust the amount of dividends payable to the
sole shareholder, reimburse capital or issue shares.

b) Capital and reserves

* Share capital
At 31 December 2022 and 2021 the Company's share capital is represented by 602 bearer shares with a par
value of Euros 100 each, subscribed and fully paid by the sole shareholder Red Eléctrica Corporacion, and
carrying the same voting and profit-sharing rights.
e Reserves
This item comprises the following:

o Legal reserve

Spanish companies are obliged to transfer 10% of the profits for the year to a legal reserve until such reserve
reaches an amount equal to 20% of the share capital. This reserve is not distributable to the sole shareholder
and may only be used to offset losses if no other reserves are available. Under certain circumstances, it may
also be used to increase share capital. At 31 December 2022 and 2021 the legal reserve has been
appropriated in full and is equivalent to 20% of share capital (Euros 12 thousand).

o Other reserves
Other reserves comprise the Company's voluntary reserves, which amount to Euros 15,421 thousand at 31
December 2022 (Euros 12,891 thousand at 31 December 2021). This reserve is freely distributable.
* Profit for the year

Profit for the year totals Euros 2,416 thousand (Euros 2,530 thousand in 2021).

* Interim dividends and proposed distribution of dividends by the Company
No interim dividend was approved at 31 December 2022 or 2021.

e  Own shares
The Company does not hold, nor has it held, own shares or shares in the Parent.

9 Non-current Payables

Non-current payables reflect the bonds issued by the Company in the Euromarket since 2014, which
amounted to Euros 3,290 million at 31 December 2022 (Euros 3,690 million at 31 December 2021). These
bonds have been jointly and severally guaranteed by of Red Eléctrica de Espana and Red Eléctrica
Corporacion and were issued as part of the Guaranteed Euro Medium Term Note Programme (EMTN
Programme). The bonds mature from 2023 to 2033 (from 2022 to 2033 at 31 December 2021).

A bond issue amounting to Euros 600 million was carried out in 2021 under the Green Finance Framework,
with the bonds maturing in 2033. This Framework, under which financial instruments are issued to finance
and/or refinance projects to promote environmental progress, is aligned with the 2018 Green Bond Principles
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(GBP) of the International Capital Market Association (ICMA), and with the Green Loan Principles (GLP) of
the Loan Market Association (LMA).

The fair value of these non-current payables is Euros 2,904,226 thousand at 31 December 2022 (Euros
3,763,033 thousand at 31 December 2021). The average interest rate accrued on these payables in the year
was 1.22% (1.54% in 2021). This debt is classified within Level 2 of the fair value hierarchy.

10 Current Payables

Current payables at 31 December 2022 and 2021 comprise the bonds referred to in the preceding note that
mature in the short term (see note 9). At 31 December 2022, the nominal amount of these bond issues
maturing in 2023 is Euros 300 million (Euros 400 million at the 2021 reporting date).

In 2022 no promissory notes were issued in the Euromarket. The average interest rate in 2021 was minus
0.41%. This debt is classified within Level 2 of the fair value hierarchy. In 2021 the Company issued
promissory notes in the amount of Euros 1,000 million in the Euromarket as part of the Euro Commercial
Paper Programme (ECP Programme), maturing in 2022, which were jointly and severally guaranteed by of
Red Eléctrica de Espafia and Red Eléctrica Corporacién. No amounts had been drawn down at 31 December
2022 or at 31 December 2021.

Current payables at 31 December 2022 and 2021 also include the accrued interest payable on these debt
items.

11 Current Payables to Group Companies and Associates

At 31 December 2022 and 2021 payables to Group companies and associates reflect income tax payable to
the sole shareholder Red Eléctrica Corporacion, the parent of the tax group (see note 15).

12 Analysis of Financial Instruments

a) Analysis by category

At 31 December 2022 and 2021 the carrying amounts of each category of financial instruments are as follows:
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¢ Financial assets

Thousands of Euros

Financial instruments by category

31.12.2022

31.12.2021

Financial assets at
amortised cost

Financial assets at
amortised cost

Loans to Group companies and associates 2,959,226 3,251,100
Non-current financial assets 2,959,226 3,251,100
Loans to Group companies and associates 339,287 451,354
Current financial assets 339,287 451,354
Total 3,298,513 3,702,454

¢ Financial liabilities

Financial instruments by category
31.12.2022 31.12.2021
At amortised cost At amortised cost
Thousands of Euros or at cost or at cost
Bonds and other marketable securities 2,959,297 3,251,177
Non-current financial liabilities 2,959,297 3,251,177
Bonds and other marketable securities 320,370 434,957
. . 38 79
Payables to Group companies and associates
Trade and other payables 1,141 960
Current financial liabilities 321,549 435,996
Total 3,280,846 3,687,173
b) Analysis by maturity
* Financial assets
2022
Maturity of financial assets
2023| 2024| 2025| 2026 Thereafter | valuation Total
Thousands of Euros adjustments
) . 339,426 - | 500,000 | 500,000 1,990,000 (30,913) | 3,298,513
Loans to Group companies and associates
Total 339,426 -| 500,000 | 500,000 1,990,000 (30,913) | 3,298,513
2021
Maturity of financial assets
2022| 2023| 2024| 2025| Thereafter| _ valuation Total
Thousands of Euros adjustments
) . 451,354 | 300,000 -| 500,000 2,490,000 (38,900) | 3,702,454
Loans to Group companies and associates
Total 451,354 | 300,000 -/ 500,000 2,490,000 (38,900) | 3,702,454
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¢ Financial liabilities

2022
Maturity of financial liabilities
2023 2024| 2025 2026 | Thereafter |, aluation | poe)
Thousands of Euros adjustments
Bonds and other marketable securities 320,508 -| 500,000 | 500,000 | 1,990,000 (30,841) | 3,279,667
Payab_les to Group companies and 38 ) ) ) ) ) 38
associates
Trade and other payables 1,141 - - - - - 1,141
Total 321,687 -1 500,000 500,000 1,990,000 (30,841) | 3,280,846
2021
Maturity of financial liabilities
Valuation
2022 2023 2024 2025 | Thereafter | adjustmen Total
Thousands of Euros ts
Bonds and other marketable securities 434,957 300,000 - 500,000 2,490,000 (38,823) | 3,686,134
Payables to Group companies and 79 ) ) ) ) ) 79
associates
Trade and other payables 960 - - - - - 960
Total 435,996 300,000 - 500,000 2,490,000 (38,823) | 3,687,173

13 Trade and Other Payables

At 31 December 2022 and 2021, this item reflects amounts pending invoicing by or balances payable to
various suppliers, essentially payables relating to the bonds and promissory notes issued by the Company.
These payables amount to Euros 1,165 thousand at 31 December 2022 (Euros 974 thousand at 31 December

2021).

Thousands of Euros

31 December 2022

31 December 2021

Payables to Group companies 24 -
Other payables 1,141 960
Public entities, other - 14
Total 1,165 974

There is no significant difference between the fair value and the carrying amount of trade and other payables

at 31 December 2022 and 2021.

14 Average Supplier Payment Period. “Reporting Requirement". Additional
Provision Three of Law 15/2010 of 5 July 2010

On 29 September 2022, Law 18/2022 of 28 September 2022 on the creation and growth of companies was
published in the Official State Gazette (BOE). The objectives of this law include reducing commercial

delinquency and improving access to financing.

Law 18/2022 of 28 September 2022 amends, among other legislation, Law 15/2010 of 5 July 2010, which
amended Law 3/2004 of 29 December 2004, containing measures to combat late payments in commercial
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transactions, which, inter alia, regulates payment periods in commercial relations between companies or
between companies and public entities. Specifically, it amends additional provision three.

With regard to the amendments to additional provision three, Law 18/2022 states that:

* All trading companies shall expressly disclose their average supplier payment period in the notes to the
annual accounts.

* Listed trading companies, and unlisted companies that do not present abbreviated annual accounts, shall
publish their average supplier payment period, the monetary volume and number of invoices paid within
the maximum period stipulated by legislation on late payments, and the percentage they represent with
respect to the total number of invoices and the total monetary payments to their suppliers. This information
shall be disclosed in the notes to their annual accounts, and published on their website if they have one.

The Spanish Accounting and Auditing Institute (ICAC) has published the Spanish Accounting and Auditing
Institute's Official Gazette (BOICAC) no. 132/2022, which states that Law 18/2022 of 28 September 2022
extends the information that trading companies must disclose in the notes to their annual accounts, and which
they must also publish on their website, if they have one. However, it does not modify the methodology for
calculating the average supplier payment period. Therefore, its previous resolution of 29 January 2016, which
clarified and systematised the information that trading companies must disclose in the notes to individual and
consolidated annual accounts, in compliance with the reporting requirement of additional provision three of
Law 15/2010 of 5 July 2010, which amended Law 3/2004 of 29 December 2004 establishing measures to
combat late payments in commercial transactions, remains unchanged.

Pursuant to the legislation, the information on the average supplier payment period for 2022 and 2021 is as
follows:

Days 2022 2021
Average supplier payment period 26 30
Transactions paid ratio 26 30

Transactions payable ratio - -

Thousands of Euros 2022 2021
Total payments made 276 1,160

Total payments outstanding - -

Thousands of Euros 2022 2021
Amount of invoices paid within the maximum period stipulated 275 1,133
Total payments made 276 1,160
Amount of invoices paid within the maximum period stipulated as a o o
% of total payments made 99.6% 91.7%
2022 2021
Number of invoices paid within the maximum period stipulated 37 33
Total number of invoices paid 38 38
Number of invoices paid within the maximum period stipulated as a 97.4% 86.8%

% of total invoices paid

15 Taxation
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Since its incorporation in 2009 the Company has filed consolidated tax returns as one of the subsidiaries of
the tax group 57/02. The parent of the tax group is Red Eléctrica Corporacion.

a) Reconciliation of accounting profit and taxable income

Due to the treatment permitted by fiscal legislation of certain transactions, accounting profit differs from the
tax base. A reconciliation of accounting profit for 2022 and 2021 with the taxable income that the Company
expects to declare after approval of the annual accounts is as follows:

Thousands of Euros 2022 2021
Accounting profit for the year before tax 3,138 3,361
Permanent differences (248) (38)
Taxable accounting income 2,890 3,323
Temporary differences:

Originating in current year - -
Reversals during the year - -
Taxable income 2,890 3,323

b) Effective income tax rate and reconciliation of accounting profit with the income tax expense

The income tax expense for each year is calculated as follows:

Thousands of Euros 2022 2021

Accounting profit for the year before tax 3,138 3,361
Permanent differences (248) (38)
Taxable accounting income 2,890 3,323
Tax rate 25% 25%
Tax at the current rate 722 831
Income tax expense 722 831
Effective income tax rate 23.02% 24.72%
Current income tax 722 831
Income tax expense 722 831

The effective rate of income tax is influenced by permanent differences. Permanent differences in 2022 and
2021 reflect the capitalisation reserve adjustment, as a result of the increase in equity, in accordance with
article 25 of Income Tax Law 27/2014 of 27 November 2014.

As permitted by article 62.1 d) of Law 27/2014, the capitalisation reserve for 2022 will be held in Red Eléctrica
Corporacion, as head of the tax group.

c) Years open to inspection

In accordance with current legislation, taxes cannot be considered definitive until they have been inspected
and agreed by the taxation authorities or before the inspection period has elapsed.
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In 2022, the parent of the tax group to which the Company belongs received notice of the commencement of
a general inspection of income tax for 2017 to 2020.

In general, and pursuant to Spanish tax legislation, at the date of authorising these annual accounts for issue,
the Company has open to inspection by the taxation authorities all the main applicable taxes for the last four
years that are not subject to the inspection proceedings referred to in the preceding paragraph.

Due to the different possible interpretations of tax legislation, additional tax liabilities could arise as a result of
inspections, which cannot be objectively quantified at present. Nevertheless, the Company's directors do not
expect that any additional liabilities that could arise in the event of inspection would significantly affect the
Company’s future results.

16 Income and Expenses

At 31 December 2022 and 2021 the expenses recognised in the income statement essentially reflect interest
and costs related to the bonds issued as part of the Guaranteed Euro Medium Term Note Programme (EMTN
Programme) and the promissory notes issued as part of the Euro Commercial Paper Programme (ECP
Programme) (see notes 9 and 10).

Income basically comprises the interest earned on the loans extended to Red Eléctrica de Espafna (see notes
5 and 6).

17 Balances and Transactions with Group Companies, Associates and Related
Parties

Balances and transactions with Group companies and associates
All transactions with Group companies and associates have been carried out at market prices.
Details of receivables from and payables to Group companies and associates in 2022 and 2021 are as follows:

2022 2021
Thousands of Euros Receivables Payables Debts | Receivables Payables Debts
Red Eléctrica de Espafia, S.A.U. 3,298,513 - - 3,702,454 - -
Red Eléctrica Corporacion, S.A. - 24 14 - - 79
Total Group companies 3,298,513 24 14 3,702,454 - 79

At 31 December 2022 and 2021 receivables from Red Eléctrica de Espana include the loans arranged with
this company (see notes 5 and 6).

Details of transactions with Group companies and associates during 2022 and 2021 are as follows:
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2022 2021
Finance income EHEE Finance income SEEEE
Thousands of Euros expenses expenses
Red Eléctrica de Espafia, S.A.U. 44,016 - 58,128 -
Red Eléctrica Corporacion, S.A. - 69 - 56
Total Group companies 44,016 69 58,128 56

Finance income receivable from Red Eléctrica de Espafa at 31 December 2022 and 2021 reflects the interest
on the loans arranged with this company.

Operating expenses in 2022 and 2021 include the management support services provided to the Company
by Red Eléctrica Corporacion.

These transactions are based on contracts that have been documented and recorded in the register of
contracts between the Company and its sole shareholder, Red Eléctrica Corporacion, as required by article
16 of the Spanish Companies Act.

Related party balances and transactions
In 2022 and 2021 no balances or transactions with related parties were identified.

18 Directors’ Remuneration

During 2022 and 2021 the directors did not accrue any salary, allowances or remuneration at the Company.

At 31 December 2022 and 2021 no loans or advances had been granted to the directors, nor had the Company
extended any guarantees on their behalf.

During the year the directors and their related parties did not engage in transactions with the Company or
Group companies, either directly or through intermediaries, other than ordinary operations under market
conditions.

The directors of the Company and their related parties have had no conflicts of interest requiring disclosure
in accordance with article 229 of the Revised Spanish Companies Act.

At 31 December 2022 and 2021 the Group has taken out public liability insurance to cover claims from third
parties in respect of possible damage or loss caused by actions or omissions in performing duties as directors
of the Company. These premiums are calculated based on the nature of the Company's activity and its
financial indicators.

The Company is managed by its directors. Corporate services are provided by the Group’s parent. At 31
December 2022 and 2021 the Company has no senior management personnel.

19 Segment Reporting

The Company does not consider it relevant to disclose information on the financial statements by category of
activity and geographical market, as its sole activity has been the issuance of debt instruments and the
extending of loans and credit facilities to Group companies.
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20 Guarantees and Other Commitments with Third Parties and Other Contingent
Liabilities

At 31 December 2022 and 2021 the Company has no commitments with third parties and no contingent
liabilities other than those disclosed in these annual accounts.

21 Environmental Information

At 31 December 2022 and 2021 the Company has no assets for the protection and improvement of the
environment, nor did it incur any environmental costs during the year.

The Company is not involved in any litigation relating to environmental protection or improvement. No
environment-related grants were received in the year.

22 Application of International Accounting Standards

Article 537 of Royal Legislative Decree 1/2010 of 2 July 2010, which approves the Revised Spanish
Companies Act, requires companies which have issued securities that are admitted to trading on a regulated
market of any European Union member state, and which, in accordance with prevailing legislation, prepare
only individual annual accounts, to disclose the main changes in equity and profit or loss that would have
arisen had International Financial Reporting Standards as adopted by European Union regulations (IFRS-EU)
been applied, and to specify which measurement criteria have been applied. At 31 December 2022 and 2021
there are no differences in equity and profit or loss with respect to the balances that would be presented under
IFRS.

23 Other Information

KPMG Auditores, S.L., the auditor of the Company’s annual accounts, accrued the following fees and
expenses for professional services during the years ended 31 December 2022 and 2021:

Thousands of Euros 2022 2021
Audit services 44 42
Other audit-related services 34 33
Total 78 75

The amounts detailed in the above table include the total fees for services rendered in 2022 and 2021,
irrespective of the date of invoice.

No other fees were accrued in 2022 and 2021 by companies directly or indirectly related to the audit firm in
respect of professional services other than the audit of the annual accounts.
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24 Events after 31 December 2022

At the date of authorising these annual accounts for issue no significant events have occurred after the
reporting period.

Directors’ signatures, pursuant to article 253 of the Spanish Companies Act.

Fernando Frias Montejo Tomas José Gallego Arjiz
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The various sections of this directors' report contain certain prospective information that reflects projections and estimates based on
underlying assumptions, statements referring to plans, objectives and expectations associated with future transactions, investments,
synergies, products and services, as well as statements concerning results or future dividends, or estimates calculated by the directors
and based on assumptions that those directors consider reasonable.

While the Company considers the expectations reflected in those statements to be reasonable, investors and holders of shares in the
Company are advised that the information and statements containing future projections are subject to risks and uncertainties, many
of which are difficult to foresee and generally beyond the Company's control. As a result of such risks, actual results and developments
could differ substantially from those expressed, implied or forecast in the information and statements containing future projections.

The affirmations and statements containing future projections do not provide any guarantee as to future results and have not been
reviewed by auditors outside the Company or by other independent third parties. It is recommended that no decisions be made on the
basis of the affirmations and statements containing future projections that refer exclusively to the information available at the date of
this report. All of the affirmations and statements containing future projections that are reflected in this report are expressly subject to
the warnings given. The affirmations and statements containing future projections included in this document are based on the infor-
mation available at the date of this directors' report. Except as required by applicable legislation, the Company is not obligated to
publicly update its statements or review the information containing future projections, even where new data is published or new events
arise.

In order to facilitate comprehension of the information provided in this document, certain alternative performance measures have been
included. A definition of these is available at hitps./www.redeia.com/es/accionistas-e-inversores/informacion-financiera/medidas-al-
ternativas-rendimiento
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1 Business performance. Most significant events

Red Eléctrica Financiaciones, S.A.U. (hereinafter Red Eléctrica Financiaciones) was incorporated on 17 June
2009 and its registered office is located in Alcobendas (Madrid).

The Company's statutory activity is the issuance of ordinary or unsubordinated debt instruments, subordinated
or any other type of debt instruments, and preference shares or other hybrid instruments guaranteed by other
Redeia companies where applicable, as well as extending loans and credit facilities to other Redeia compa-
nies. All of the foregoing are carried out in accordance with additional provision one of Law 10/2014 of 26
June 2014 on the regulation, supervision and solvency of credit institutions and the legislation that implements
or replaces it. All activity is conducted in accordance with and as permitted by the prevailing legislation appli-
cable to each type of instrument.

2 Key financial indicators

In 2022, profit after tax was Euros 2,416 thousand (Euros 2,530 thousand in 2021).

This profit is essentially composed of finance income on the loans granted by the Company to Red Eléctrica
de Espana, S.A.U. and finance costs on the bonds issued.

3 Own shares

Red Eléctrica Financiaciones does not hold own shares or shares in the Parent.

4 Risk management

Red Eléctrica Financiaciones, as part of Redeia, has assumed the Group's risk management objectives.

The Company has implemented a Comprehensive Risk Management System, which aims to ensure that any
risks that might affect its strategies and objectives are systematically identified, analysed, assessed, managed
and controlled, according to uniform criteria and within the established risk levels, in order to facilitate fulfilment
of the Group's strategies and objectives. The Comprehensive Risk Management Policy applicable to Red
Eléctrica Financiaciones was approved by the Board of Directors of the Group. The Comprehensive Risk
Management System, the Policy and the General Procedure regulating it are based on the Committee of
Sponsoring Organizations of the Treadway Commission Enterprise Risk Management — Integrated Frame-
work (COSO ERM).

5 Environment

At 31 December 2021, Red Eléctrica Financiaciones has no assets specifically for the protection and improve-
ment of the environment. In 2022 and 2021 the Company incurred no expenses in protecting and improving
the environment.
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Red Eléctrica Financiaciones is not involved in any litigation relating to environmental protection or improve-
ment that could give rise to significant contingencies. No environment-related grants were received in the
year.

6 Research, development and innovation (R&D&i)

Red Eléctrica Financiaciones does not carry out research, development or innovation activities (R&D&i).

7 Average supplier payment period. “Reporting Requirement". Additional
Provision Three of Law 15/2010 of 5 July 2010.

In accordance with the Spanish Accounting and Auditing Institute (ICAC) resolution of 29 January 2016 re-
garding the information that must be disclosed in the notes to annual accounts on average payment periods
to suppliers in commercial transactions, and the amendments thereto in Law 18/2022 of 28 September 2022,
the average supplier payment period is 26.5 days at the 2022 year end.

The disclosures required by this resolution are contained in note 14 to the Company's annual accounts for
2022.

8 Events after 31 December 2022

At the date of authorising these annual accounts for issue no significant events have occurred after the re-
porting period.

9 Outlook

Red Eléctrica Financiaciones, as part of Redeia, will continue to focus its activity on analysing and arranging
new transactions with the aim of financing the activities carried out by the different Group companies.

10 Non-financial information statement in compliance with Law 11/2018 of 28
December 2018

In relation to Law 11/2018 of 28 December 2018, amending the Spanish Code of Commerce, the Revised
Spanish Companies Act approved by Royal Legislative Decree 1/2010 of 2 July 2010, and Audit Law 22/2015
of 20 July 2015, as regards non-financial information and diversity, the information relating to the Company’s
non-financial information statement is included in the Consolidated Director’'s Report of the Group for 2022,
which is filed at the Madrid Mercantile Registry.

Directors’ Report of Red Eléctrica Financiaciones. 2022. a



(Free translation from the original in Spanish. In the event of discrepancy, the Spanish-language

version prevails.) .I..e d e ]..a

Directors’ signatures, pursuant to article 253 of the Spanish Companies Act.

Fernando Frias Montejo Tomas José Gallego Arjiz
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